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Is Year Treasury Bond Yields, 1980-20091 

Source: Federal Reserve. http://www.federalreserve.gov/releases/h15/data/Monthly/H15_TCMNOM_Y5.txt 
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2 Graphs 5 and 6 reveal similar trends for 10-year and 20-year Treasuries. 

3 Graph 5 

10 Year Treasury Bond Yields, 1980-2009 

So urce: Fed eral ReseNe. http://www.federalreseNe.gov/releaseslh15/data/Monthly/H15_ TCMNOM_ Y10.txt 
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20 Year Treasury Bond Yields, 1980-2009 

So uree: Fed eral Reserve. http://www.federalreserve.gov/releaseslh15/data/Monthly/H15 _ TCMNOM_ Y20.txt 
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Please discuss economic growth as an influencing factor. 

The most important influence that economic growth has on cost of equity is its 

potential impact on interest rates. A booming, high growth economy tends to put 

upward pressure on interest rates. A lackluster or recessionary economy tends to 

lead to stagnant or falling interest rates. 

Graph 7 shows annual percent changes in real Gross Domestic Product 

(GDP) in the period 1930 through 2008, as published by BEA. The economic 

expansion that began in late 2001 proved somewhat less robust than earlier 

decades. Prior to the 1990's economic expansion periods included at least one or 

more years above 5% real growth. The U.S. economy has not experienced that 

level of real GDP growth on an annual basis since 1984. Moreover, CBO 

forecasts a 3.0% decline in real GDP in 2009, and only 2.9% growth in 2010. 
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Long term, the CBO forecasts 3.6% annually in the period 2012-2015, and 2.3% 

in 2016-2019. (Congressional Budget Office, A Preliminary Analysis of the 

President's Budget and an Update of CBO's Budget and Economic Outlook, Table 

2-1, March, 2009. http://www.cbo.gov/doc.cfm?index=10014). Recent data 

reveals the impact of the current recession. The third quarter of 2008 saw a 

negative real growth rate of -0.6%. The recession then intensified with the GDP 

declining in both the fourth quarter of 2008 and the first quarter of 2009 at -6.3% 

and -6.1 % respectively. (U.S. Department of Commerce, Bureau of Economic 

Analysis, http://www.bea.gov/nationallindex.htm). 

In recent weeks, expectations have grown for the recession to end by late 

this year or early next. However, the current projections from the CBO and BEA 

continue to suggest somewhat restrained growth in the long term. 

Graph 7 
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http:IAvww.bea.govlnationa1imdex.htm 
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Have you taken current and projected inflation into account in your 
analysis? 

Yes. 

Please describe the trends in the rate of inflation. 

The U.S. economy remains in a relatively low inflation period. In his testimony 

before the Congressional Joint Economic Committee on May 5, 2009, Federal 

Reserve Chairman Ben S. Bemanke observed that: 

As economic activity weakened during the second half of 
2008 and prices of energy and other commodities began to 
fall rapidly, inflationary pressures diminished appreciably. 
Weakness in demand and reduced cost pressures have 
continued to keep inflation low so far this year. Although 
energy prices have recently risen some, the personal 
consumption expenditure (PCE) price index for energy 
goods and services in March remained more than 20 
percent below its level a year earlier. Food price inflation 
has also continued to slow, as the moderation in crop and 
livestock prices has been passing through to the retail level. 
Core PCE inflation (prices excluding food and energy) 
dropped below an annual rate of 1 percent in the final 
quatier of 2008, when retailers and auto dealers marked 
down their prices significantly. In the first quatier of this 
year, core consumer price inflation moved back up, but to a 
still-low annual rate of 1.5 percent. (Federal Reserve, 
http://www .federalreserve. gov Inewsevents/testimon y/bema 
nke20090505a.htm). 

Chaim1an Bemanke further stated the Fed's expectations on inflation: 

In this environment, we anticipate that inflation will remain 
low. Indeed, given the sizable margin of slack in resource 
utilization and diminished cost pressures from oil and other 
commodities, inflation is likely to move down some over 
the next year relative to its pace in 2008. However, 
inflation expectations, as measured by various household 
and business surveys, appear to have remained relatively 
stable, which should limit further declines in inflation (Id.). 
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CBO estimates are consistent with Chairman Bemanke's Congressional 

testimony. The CBO estimates the Consumer Price Index (Cpr) in 2009 will 

decline by 0.7%, and increase to only 1.4% in 2010 and 1.2% in 2011. The CBO 

also estimates that the "Core Consumer Price Index" (which excludes the volatile 

prices in food and energy) will increase by 1.5% in 2009, and moderate to 1.1 % in 

2010 and 0.9% in 2011 (http://www.cbo.gov/doc.cfm?index=10014). 

The Federal Reserve Bank of Philadelphia's Survey of Professional 

Forecasters, First Quarter 2009, projects core inflation at 1.2% in 2009, and 

1.6% in 2010. This survey projects the overall CPI at 0.2% this year and 1.9% in 

2010 with long run expectations of 2.4% during the period 2009 through 2018. 

(Federal Reserve Bank of Philadelphia Survey of Professional Forecasters, First 

Quarter, 2009, http://www.phil. frb. orglresearch -and -data/real-time-center/ survey-

of-professional-forecasters/2009/survql09.cfm). Low inflation rates tend to 

suppOli lower interest rates and lower costs of financing capital investment, 

including investments in utility plant. 

What are your conclusions about the macroeconomic trends that influence 
cost of equity? 

Recent trends in interest rates, inflation and economic growth do not reveal an 

over-heating economy, nor one in which the cost of capital trends toward 

significant increases. Moreover, the CFO Magazine survey demonstrates that 

Petitioner's proposed 10.57% cost of equity is well above market expectations, 

even for a much more risky stock portfolio like the S&P 500 containing many 

industrial companies. Consequently, my recommended ROE for Petitioner of 
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9.75% is much more III line with current economIC conditions and very 

reasonable. 

SUMMARY AND RECOMMENDATIONS ON COST OF EQUITY 

Please summarize your testimony on the proxy group selected to calculate 
cost of equity for Petitioner. 

I used the same proxy group used by Mr. Brehm, taken from the Standard Edition 

Value Line. 

Please summarize your testimony on DCF calculations for the proxy group. 

I calculated a 4.8% forward dividend yield utilizing Value Line data, and 

comparing it to data from AUS Utility Reports. I also calculated a DCF growth 

rate, g, of 5.1 %. Overall, my DCF calculations resulted in a 9.9% cost of equity. 

Please summarize your testimony on CAPM calculations for the proxy 
group. 

Based on Value Line betas, I calculated an average beta for the proxy group of 

0.65. As it is less than 1.0, it also describes a relatively low-risk industry. I 

estimated a risk-free rate of 4.8% based primarily on the recent and long term 

experience with rates on u.s. Treasury bonds (see Public's Exhibit BEL-7). 

Giving equal weight to both the geometric mean and arithmetic mean approaches, 

I calculated a market risk premium of 4.75%. This results in a CAPM cost of 

equity for the proxy group of 7.9%. 

Please summarize your testimony on macroeconomic and capital market 
trends influencing cost of equity. 

In stark contrast to the market expectations described in CFO Magazine of an 

8.77% anticipated return on the S&P 500, Mr. Brehm proposes a rate of 10.57% 
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for a regulated public utility with zero long term debt. Again, in today's capital 

market, this proposal is too high. 

I examined three macroeconomic variables that can influence the cost of 

equity capital. First, I examined interest rates. There appears to be no decisive 

trend indicating a period of sustained higher interest rates. Interest rates on 5-

year, 10-year and 20-year bonds have slumped in the past two years and the CBO 

forecasts that it will take until 2012 for yields on 10-year bonds to average more 

than 4.0%. 

Inflation is also an important variable to consider. In spite of last year's 

run up in energy prices, the United States has continued an extended period of 

low inflation. Energy prices remain volatile and occasionally push "headline" 

(overall) inflation above core inflation. However, even with large swings in 

energy prices, both "headline" inflation and core inflation remain low compared 

to earlier periods. While inflation fears are always a policy consideration for the 

Federal Reserve, recent experience and projections by the CBO tend to indicate 

that inflation is under control in spite of recent run-ups in energy prices. 

What is your recommendation for Petitioner's ROE? 

I recommend a 9.75% ROE for Petitioner. This recommendation reflects a risk 

premium of roughly 600 basis points over recent yields on 10-year Treasury 

bonds, which hover just above 3.0%. 

Does this complete your testimony? 

Yes, it does. 
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CITIZENS GAS OF WESTFIELD (Cause No. 43624) 
Comparison of Current and Proposed Base Rates 

Current Base Proposed Base 
Rates * Rates $ Change % Change 

Residential Delivery and Supply Service 
Customer Charge $5.25 $6.25 $1.00 19.0% 
First 120 Therms $ 0.3447 $ 0.5367 $ 0.19200 55.7% 
121 - 500 ThermO' $ 0.1954 $ 0.3590 $ 0.16360 83.7% 
Over 500 Therms $ 0.1775 $ 0.3377 $ 0.16020 90.3% 

Commercial Delivery and Supply Service 
Customer Charge $5.25 $6.25 $1.00 19.0% 
First 120 Therms $ 0.2826 $ 0.4628 $ 0.18020 63.8% 
121 - 500 Therms $ 0.1901 $ 0.3527 $ 0.16260 85.5% 
Over 500 Therms $ 0.1775 $ 0.3377 $ 0.16020 90.3% 

Industrial Delivery and Supply Service 
Customer Charge $78.85 $93.83 $14.98 19.0% 
First 500 Therms $ 0.3184 $ 0.5054 $ 0.1870 58.7% 
Over 500 Therms $ 0.1228 $ 0.2726 $ 0.1498 122.0% 

Large Volume Interruptible Service 
Customer Charge $150.00 $178.50 $28.50 19.0% 

All Therms $ 0.1184 $ 0.2674 $ 0.1490 125.8% 

* -Tariffed rates less $0.36 per therm for Base Cost of Gas. 



Citizens Gas of Westfield 
Response to OUCC DR 0-58 

Purchase Price of Property, Plant and Equipment of Westfield Gas Corporation 
Net Utility Plant per books 
Less Customer Advances for Construction 

Acquisition Adjustment 

5,882,593 
2,367,766 
(114,194) 

3,629,021 
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Feb. 8, 2009 

Dear Westfield Customer: 
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On December 31, 2008, Westfield Gas Corporation, doing business as Citizens Gas of Westfield (Citizens), filed a petition 
with the Indiana Utility Regulatory Commission (Commission) requesting approval to adjust its base rates and charges for 
gas utility service. This is the first base rate adjustment the utility has requested in over 11 years and the first since the 
utility was acquired by Citizens Energy Group in September 2004. 

Westfield customers have realized substantial benefits as a result of the acquisition, including approximately $1.6 million 
of savings in reduced gas commodity costs as a result of Citizens' gas procurement practices. Other benefits realized by 
Westfield customers as a result of the acquisition include electronic bill payment, greater access to customer service 
representatives via a customer call center, improved system reliability and Internet access to free energy conservation 
tools. 

Citizens estimates its request, if approved, would increase the average Westfield residential customer's bill about $15 per 
month or $184 per year. Any increase in base rates would not take effect for several months, pending review and 
approval by the Commission. 

Citizens also is requesting other approvals in the petition, including authority to implement a rate structure that would 
decouple revenue collection from gas sales volumes, like other gas utilities in Indiana have done. The current rate 
structure, which ti.es the utility's revenue collection to gas sales volumes, penalizes the utility for encouraging customers to 
conserve energy. The new decoupled rate structure and requested funding for energy efficiency will help stabilize 
customer bills and allow the utility to implement an energy efficiency program that would provide customers incentives for 
conserving energy. 

There is never a good time for a rate increase and we have worked diligently to hold down operating costs while also 
expanding the Westfield system and improving customer service and reliability. Since the acquisition, the utility has 
invested approximately $3.8 million in new facilities in the Westfield area and has also experienced annual increases in 
property taxes, insurance and other operating costs. Sound financial management now dictates that we seek an increase 
so we can continue to provide safe and reliable service and meet the growth in the Westfield area. 

Please feel free to contact me with your comments and questions about our rate proposal. I can be reached at the 
address on this letter or by email atCustomerCare@CitizensEnergyGroup.com 

Sincerely, 

Lindsay Lindgren 
President 
Citizens Gas of Westfield 

Petitioner's Exhibit CHB-2 
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Citizens Gas ofWestfiel(l's Responses to 
OUCC's Ninth Set of Dahl Requests 

Cause No. 43624 
April 9, 2009 

Page 3 of3 

Q-55. Please refer to Petitioner's Exhibit JRB-9. 

a. Please indicate whether Mr. Brehm performed the calculations shown in this 
exhibit using actual data for Petitioner. 

b. If the answer to a. is "yes", please provide a hardcopy (and an electronic copy 
if available) of those calculations. 

c. If the answer to a. is "no", please explain why no such calculations were 
perfOlnled. 

Response: 

a. No. 

b. Not applicable. 

c. See lvIr. Brehm's testimony on page 30, line 7 through page 41, line 34. 

Witness: John Brehm 
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Discounted Cash Flow Analysis (DCF) 

DCF formula: K = (D liP 0) + g 

Gas Utility Proxy Group: 

Dividend Yield (D1/PO): 4.8% see page 2 and 3 

Dividend Growth (g): 5.1 % see page 4 and 5 

IDCF Cost of Equity (IO: I 9.90/01 
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AUS and Value Line Dividend Yield Data 
(January 200 through February 2009 pUblication dates) 

Last 3 Last 6 
months months Calendar 
Average Average Year 2008 

Standard Edition Value Line COnl12.anies: 

AGL Resources (ATG 5.6% 5.7% 5.0% 

Atmos Energy (ATO 5.6% 5.6% 5.0% 
Laclede Group (LG 3.5% 3.3% 3.8% 

New Jersey Resources (NJR 3.1% 3.2% 3.3% 
Northwest Natural Gas (NWN 3.7% 3.4% 3.3% 
Piedmont Natural Gas (PNY 3.8% 3.6% 3.8% 
South Jersey Industries (SJI 3.2% 3.2% 3.0% 

WGL Holdings (WGL 4.5% 4.7% 4.4% 

Gas utility Proxy Group ()vel'aUAverage 4.1% 4.1% .. 3;9% 

Forward Dividend Yields: 

Six Month Average Dividend Yield, adjustedfor growth by (J + O.5g) 

D/Po = Do/Po * (1 + 0.5g) = 4.1% * [1 + 0.5(0.051)] = 

Value Line Forward Yield (D/Po) = 

Use for forward yield (D 1/Po): 

Last 12 
months 
Average 

5.3% 

5.2% 
3.5% 
3.3% 
3.4% 
3.7% 
3.1% 
4.4% 

4.0% . 

Forward 
Yield 
D1/Po 

6.7% 

6.6% 
4.1% 
3.8% 
4.2% 
4.6% 
3.6% 
5.0% 

4.8% 



Jan-OS Feb-OS Mar-OS 

StaJ1dard Edition Value Line Com Jalties: 

AGL Resources (ATG) 4.6% 4.4% 4.6% 

Atmos Energy (ATO) 4.9% 4.8% 4.8% 
Laclede Gmup (LG) 4.5% 4.4% 4.5% 

New Jersey Resources (NJR) 3.3% 3.3% 3.4% 
Northwest Nalural Gas (N\VN) 3.2% 3.0% 3.3% 

Piedmont Natural Gas (PNY) 3.9% 3.9% 4.0% 
South .Jersey Industries (S.H) 3.1% 2.9% 3.0% 

WGL Holdings (WGLl 4.3% 4.1% 4.2% 

Gas Utility PI:OXY GroQ-p. Overall Avera.ge 4.(}%. ::M% 4.0%, 

AUS Utility Reports Dividend Yield Data 
(January 2008 through March 2009 publication dates) 

Apr-OS May-OS Jun-OS Jul-OS Aug-OS Sep-OS 

4.9% 4.7% 4.6% 4.9% 5.0% 5.1% 

5.1% 4.8% 4.6% 4.8% 5.1% 4.7% 
4.2% 4.1% 3.6% 3.7% 3.9% 3.2% 
3.6% 3.4% 3.3% 3.3% 3.5% 3.1% 
3.6% 3.3% 3.4% 3.2% 3.4% 3.1% 
4.0% 3.8% 3.9% 3.8% 4.2% 3.7% 
3.1% 2.9% 2.8% 2.8% 2.9% 3.1% 
4.4% 4.2% 4.0% 4.0% 4.2% 4.3% 

4.1% 3.9% 3.8% 3.8% 4J)% 3.8% 

Oct-OS 

5.0% 

4.6% 
3.0% 
2.9% 
2.8% 
3.1% 
2.8% 
4.0% 

"'3;5% 

Nov-OS Dec-OS Jan-09 Feb-09 

6.0% 6.0% 5.7% 5.5% 

5.9% 6.0% 5.7% 5.6% 
3.1% 3.1% 3.4% 3.6% 
3.5% 3.5% 3.0% 3.0% 
3.5% 3.3% 3.5% 3.8% 
3.4% 3.4% 3.4% 4.0% 
3.4% 3.4% 3.2% 3.3% 
5.3% 5.3% 4.5% 4.5% 

4.3%' .4;3% 4.)% 4;2% 
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Last 3 

Mar-09 months 
Average 

5.7% 5.6% 

5.5% 5.6% 
3.6% 3.5% 
3.3% 3.1% 
3.7% 3.7% 
4.1% 3.8% 
3.2% 3.2% 
4.4% 4.5% 

4.2%' 4;:(% 

Last 6 Last 12 
months Calendar months 

Average Year 200S Average 

5.7% 5.0% 5.3% 

5.6% 5.0% 5.2% 
3.3% 3.8% 3.5% 
3.2% 3.3% 3.3% 
3.4% 3.3% 3.4% 
3.6% 3.8% 3.7% 
3.2% 3.0% 3.1% 
4.7% 4.4% 4.4% 

4.1"/0' 3.9% ·4.(}% 
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Discounted Cash Flow Analysis (DCF) 
Growth Estimates 

Gas Utility Group: 

From Standard Edition Value Line: 

Average of Value Line forecasted growth rates 

Average of 5 year historical growth 

Average 10 year historical growth: 

Average Standard Edition Companies: 

lYse DCF Growth Rate 

A verages are the average earnings, dividends, and book value per 
share growth for the applicable periods. 

4.5% 

6.4% 

4.50/0 

5.1 % 



Value Line Growth Rates 

STANDARD VALUE LINE COMPANIES 

Annual Growth - Past 10 Years Annual Growth - Past 5 Years 
Book Book 

Eamings Dividends Value Per Eamings Dividends Value Per 
Company Name Per Share Per Share Share Per Share Per Share Share 

AGL Resources (ATG) 7.0% 3.5% 7.0% 11.5% 6.5% 11.5% 
Atmos Energy (ATO) 2.5% 2.5% 6.5% 5.0% 1.5% 7.5% 
Laclede (LG) 3.5% 1.0% 3.5% 9.5% 1.5% 5.5% 
New Jersey Resources (NJR) 7.5% 4.0% 8.5% 7.5% 5.0% 11.5% 
Northwest Natural Gas (NWN) 3.0% 1.5% 3.5% 6.5% 2.0% 3.5% 
Piedmont Natural Gas (PNY) 4.5% 5.0% 5.5% 6.5% 4.5% 6.0% 
South Jersey Industries (SJ1) 9.5% 2.5% 7.5% 12.5% 4.5% 12.5% 
WGL Holdings (WGL) 2.0% 1.5% 4.0% 4.0% 1.5% 4.5% 

Group Average 4.9% 2.7% 5.8% 7.9% 3.4% 7.8% 

Public's Exhibit BEL-6 

Cause No. 43624 
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Annual Growth - Value Line Projected Average Growth Rates 
Value 

Earnings Per Dividends Book Value Past 10 Past 5 Line 
Share Per Share Per Share Years Years Projected 

3.0% 2.5% 0.5% 5.8% 9.8% 2.0% 
4.0% 1.5% 4.0% 3.8% 4.7% 3.2% 
3.5% 2.5% 5.5% 2.7% 5.5% 3.8% 
5.5% 5.5% 8.5% 6.7% 8.0% 6.5% 
7.0% 5.5% 13.5% 2.7% 4.0% 5.3% 
7.5% 3.5% 5.0% 5.0% 5.7% 5.3% 
5.5% 7.0% ~.5% 6.5% 9.8% 5.7% 
4.0% 2.5% £;.0% 2.5% 3.3% 3.8% 

5.0% .3.8% 4.6% 4.5% 6.4% 4.5% 

All data based 011 the March 13, 2009 Value Line 11l1'estmellt Surl'ey, Standard Editions), Ratings and Reports -- www.vall/eline.colII. 
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CAPM Cost of Equity Summary 
CAPM Formula: K = R f + ~(R m - R f ) 

Risk Free Rate (R f) 4.8% 
Beta(j3) 0.65 

Risk Premium (Geometric 
Approach - Long Term Bonds) 3.90% 

Risk Prelnium (Arithmetic 
Approach - Long Term Bonds) 5.60% 

Risk Premium 4.75% 

Required Return (K) 7.9% 



Risk Free Rate (R f) 
Yields on U.S. Treasury Securities 

Recent Months 

5 Year Treasury 

Month Bonds 

January 2007 4.75% 
February 2007 4.71% 
March 2007 4.48% 
April 2007 4.59% 
May 2007 4.67% 
June 2007 5.03% 
July 2007 4.88% 
August 2007 4.43% 
September 2007 4.20% 
October 2007 4.20% 
November 2007 3.67% 
December 2007 3.49% 
January 2008 2.98% 
February 2008 2.78% 
March 2008 2.48% 
Apri12008 2.84% 
May 2008 3.15% 
June 2008 3.49% 
July 2008 3.30% 
August 2008 3.14% 
September 2008 2.88% 
October 2008 2.73% 
November 2008 2.29% 
December 2008 1.52% 
January 2009 1.60% 
February 2009 1.87% 
March 2009 l.31% 
Recent 3 Month Average 
(January, February, March) 1.59% 
Recent 6 Month Average 
(October 2008 through March 
20(9) 1.89% 

Recent 9 Month Average 
(July 2008 through March 200Y) 2.29% 

Calendar Year 2007 4.43% 

Calendar Year 2008 2.80% 

date 1.59% 

Source: Federal Reserve, wwwfederalreserve.gov 

Risk Free Rate for 
CAPM Estimate (Rj) 

10 Year Treasury 
Bonds 

4.76% 
4.72% 
4.56% 
4.69% 
4.75% 
5.10% 
5.00% 
4.67% 
4.52% 
4.53% 
4.15% 
4.10% 
3.74% 
3.74% 
3.51% 
3.68% 
3.88% 
4.10% 
4.01% 
3.89% 
3.69% 
3.81% 
3.53% 
2.42% 
2.52% 
2.87% 
2.82% 

2.74% 

3.00% 

3.28% 

4.63% 

3.67% 

2.74% 
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20 Year Treasury 
Bonds 

4.95% 
4.93% 
4.81% 
4.95% 
4.98% 
5.29% 
5.19% 
5.00% 
4.84% 
4.83% 
4.56% 
4.57% 
4.35% 
4.49% 
4.36% 
4.44% 
4.60% 
4.74% 
4.62% 
4.53% 
4.32% 
4.45% 
4.27% 
3.18% 
3.46% 
3.59% 
3.78% 

3.61% 

3.79% 

4.02% 

4.91% 

4.36% 

3.61% 



Beta for Gas Utility Group 

Value Line Smart Yahoo 
Company Adjusted Money Finance 

AGL Resources (ATG) 0.75 0.31 0.29 
Atmos Energy Corp. (ATO) 0.60 0.51 0.49 
Laclede Group (LG) 0.65 0.23 0.07 
New Jersey Resources (NJR) 0.65 0.21 0.15 
Northwest Natural Gas (NWN) 0.60 0.38 0.34 
Piedmont Natural Gas (PNY) 0.65 0.34 0.29 
South Jersey Industries (Sn) 0.65 0.30 0.27 
WGL Holdings (WGL) 0.65 0.31 0.26 

Average for Gas Utility Group 0.65 0.32 0.27 

CAPM Beta Estimate ( f3) 0.65 

Note: Value Line data as of March 13, 2009, all other sources as of April 7, 2009. 
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NASDAQ 

0.49 
0.51 
0.33 
0.41 
0.38 
0.44 
0.38 
0.46 

0.43 

Zacks 

0.31 
0.51 

N/A 
0.21 
0.38 
0.34 
0.30 
0.31 

0.34 
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Market Risk Premiums 

Total Returns, 1926-2008 

Large 
Company Long-term 

Stocks Bonds 

Geometric Mean 9.60% 5.70% 
Arithmetic Mean 11.70% 6.10% 

Market Risk Premiums (R 11l - R j) 

Geometric Mean 
Arithmetic Mean 
Average Market Risk 
Premium 

CAPM Market Risk 
Premium 

Long-term 
Bonds 

3.90% 
5.60% 

4.75% 

Source: Morningstar, Inc., Stocks, Bonds, Bills and Inflation (Ibbotson 
SBBI), 2009 Classic Yearbook, Table 2-1, p. 32. 
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Duke CFO Global Business Outlook survey - U.S. - First Quarter, 2009 
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17. On February 16~ 2009 the annual yield on 10-yr treasury bonds was 2.9%. Please cOIDQlete the 
following: 

Mean SD 95%CI Median Minimum Maximum Total 

Over the next 10 years, I expect the average annual S&P 
500 retum will be: There is a I-in-IO chance it will be 
less than: 1.98 7.44 1.33 - 2.64 2 -30 60 491 

Over the next 10 years, I expect the average annual S&P 
500 retum will be: Expected retum: 8.77 10.00 7.89 - 9.65 7 -15 lao 499 

Over the next 10 years, I expect the average annual S&P 
500 retum will be: There is a I-in-IO chance it will be 
greater than: 13.28 11.94 12.22 - 14.33 10 a lao 494 

Over the next year, I expect the average annual S&P 500 
retUl11 will be: There is a I-in-IO chance it will be less 
than: -8.57 13.26 -9.74 - -7.40 -5 -50 50 492 

Over the next year, I expect the average annual S&P 500 
retUl11 will be: Expected retum: 2.18 9.04 1.38 - 2.97 2 -50 70 499 

Over the next year, I expect the average annual S&P 500 
retUl11 will be: There is a I-in-I 0 chance it will be 
greater than: 10.24 11.06 9.26 - 11.22 7 -20 100 491 

Source: CFO Magazine, Business Outlook Survey, March, 2009, http://www.cfosurvey.org/ United States Topline 
survey, p. 48 
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VERIFICATION 

STATE OF INDIANA ) 
) ss: 

COUNTY OF MARION ) 

The undersigned, Bradley E. Lorton, under penalties of perjury and being 
first duly sworn on his oath, says that he is a Employee for the Indiana 
Office of Utility Consumer Counselor; that he caused to be prepared and 
read the foregoing that the representations set forth therein are true and 
correct to the best of his knowledge, information and belief. 

By: Bra, ey E. Lorton 
Indiana Ice of 
Utility Consumer Counselor 

, \ 

Subscribed and sworn to before me, a Notary Public, this!;;~.q+ Ihay off/lL;" 2009. 
[.; 

My Commission Expires: 

My County of Residence: Manu'I1"'= <J 



CERTIFICATE OF SERVICE 

This is to certify that a copy of the foregoing OUCC TESTIMONY OF BRADLEY E. 

LORTON has been served upon the following parties of record in the captioned proceeding by 

electronic service and/or by depositing a copy of same in the United States mail, first class postage 

prepaid, on May 29,2009. 

Citizens Energy Group 
Michael E. Allen 
LaTona S. Prentice 
2020 'North Meridian Street 
Indianapolis, IN 46202 
mallen@citizensenergygroup.com 
lprentice@cgcu.com 

Hackman Hulett & Cracraft, LLP 
Michael B. Cracraft 
Steven W. Krohne 
111 Monument Circle 
Suite 3500 
Indianapolis, IN 46204 - 2030 
mcracraft@hhclaw.com 
skrohne@hhclaw.com 

INDIANA OFFICE OF UTILITY CONSUMER COUNSELOR 
115 West Washington Street 
Suite 1500 South 
Indianapolis, IN 46204 
infomgt@oucc.in.gov 
3171232-2494 - Phone 
317/232-5923 - Facsimile 


