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Allowed Equity Risk Premium

Date

1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

Average

Sources:
! Morninstar 2014 Classic Yearbook Table A-9
2SNL (Regulatory Research Associates), Regulatory Focus.

Jan. 86 - Jul 14

Treasury

Bond Yield'

n

7.89%
9.20%
9.18%
8.16%
8.44%
7.30%
7.26%
6.54%
7.99%
6.03%
6.73%
6.02%
5.42%
6.82%
5.58%
5.75%
4.84%
5.11%
4.84%
4.61%
4.91%
4.50%
3.03%
4.58%
4.14%
2.48%
241%
3.67%
3.15%

5.714%

Authorized
Electric
Returns

@

13.93%
12.99%
12.79%
12.97%
12.70%
12.55%
12.09%
11.41%
11.34%
11.55%
11.39%
11.40%
11.66%
10.77%
11.43%
11.09%
11.16%
10.97%
10.75%
10.54%
10.36%
10.36%
10.46%
10.48%
10.34%
10.29%
10.17%
10.02%
10.23%

11.32%

Indicated
Risk
Premium

&)

6.0%
3.8%
3.6%
4.8%
4.3%
5.3%
4.8%
4.9%
3.4%
5.5%
4.7%
5.4%
6.2%
4.0%
5.9%
5.3%
6.3%
5.9%
5.9%
5.9%
5.5%
5.9%
7.4%
5.9%
6.2%
7.8%
7.8%
6.4%
7.1%

5.57%

Note: Treasury bond yield for 2014 is an estimate

PUCO Case No. 14-841-EL-SSO
Exhibit RAM-7
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IF YIELD = 5.00%
THEN Risk Premiu 5.99%
Cost of Equity 10.99%

A il lowed Risk Premium 1986-2014




