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DTE Energy has announced the Fist Detroit Edison has filed a rate case. 
step in its plan t o  monetize some of its The utility is seeking a $123 million (2.9%1 
uouregulated inveetments. The eompa- tariff hike, based on an  11.25% return on B 
ny expects to get $970 million (&r taxes1 50% common-equity ratio. It also wants to 
from the sale of its Antrim Shale gas change rate design so that large industrial 
properties in Michigan on- the deal customers are no longer subsidizing resi- 
doses, probably by the end of the month. dential ratepayers. An order is expected in 
These assets earned $6 million in 2006 the first half of 2008. MichCon is consider- 
and were budgeted to make $10 million- ing filing a rate cam this year as well, but 
$12 million this year. DTE lans to um this wouldn't come in time for new rates to 
the roeeeds to buy back stoct by yearend benefit earnings much until 2009. 
(pr&b$ $650 million-$850 million, of Earnings are likely t o  advance si@ 
whch 159 million has already been nificantly in 2007, but fall back in 
repurchased) and retire debt. It is also 2.008. DTE's synthetic fuel investments, 
considering the sale of a 60% interest in which eontxibuted $0.44 a share in 2006, 
and a subsequent recapitalization of its are likely to earn $0.60-$1.25 a share this 
subsidiary that provides power to large in- year. In addition, a re atory disallow- 
dustrial customers. In all. the company ex- ance lowered profits by $21 a share last 

ects to wind up with cash proceeds of year. But, because the synfuel income will g 1.25 billion-$1.55 billion. Note that the cease at the end of 2007, DTE's profits will 
rich price of the Antrim Shale sale has probably decline in 2008. 
prompted the board of directors to increase This stock is up over 10% since our 
its stock repurchase authorization from last report, three months ago. The 
$700 million to $1.55 billion. W e  will not news of the Antrim Shale deal boosted the 
adjust our figures to reflect the Antrim share price. By utility standards, the yield 
Shale sale until aRer the deal has been is above average, but total-return potential 
completed. Overall, the asset sales should to 2010-2012 is only about average. 
be accretive to earnings. Paul E. Debbas, CFA June 29,2007 
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20 an line shortly. Its- location will borrow at reasonable rates. 
eliminate the need for new power lines. W e  look for higher earnings this year 
The comnanv has be- construction of and next. More wind ~ l a n t s  in oneration. D~~ ~~~~~ ~~ ~~ ~~~~~ ~~ 

~~~~ ~~~~ 

another two gas-fired units of 1,200 mw the purchase of the two-unit P a i t  Beach 
each to begin serving customers in 2009 nuclear plant in the upcoming quarter, 
and 2010. Their east is projected at $1.2 and higher prices on contract renewals 
billion. To improve fuel diversity, it will will im rove the unregulated sector's re- 
build two coal-fired units with a combined sults. &, absence of last year's charges 
capability of 1,960 mw. These facilities related to the failed merger with Con- 
would he 'n  operating in 2012 and 2013, stellation Energy is another plus. Though 
respectivzy at a cost of $2 billion. To interest costs will be higher and more com- 
mund out the program, FPL is eonsideling mon shares will he outstanding, we es- 
another 1,200 mw of natural-gas genera- timate a 7% increase in 2007 earnings, to 
tion, though this might he replaced by a $3.45 a share. Added profits from new 
more economical alternative. Looking past plants on line point to annual hgh single- 
the 10-year horizon, the company intends digit earnings gains over the coming 3 to 5 
to apply for another nuclear plant. years. AB a result, 
Financing the expansion will require  Dividends should rise at an above- 
some borrowing. The cost of new plants average rate to 2010-2012. Since the 
and expenses incurred for upgrading the stock's high price already reflects the com- 
infrastructure will entail construction p a d s  many Jlyses, however, capital 
spending of some $2.15 billion annually for growth potenti 1s hmlted. On balance, 
the next five years. Though cash flow from FPL is an average utility selection. 
operations is strong, i t  will not fully cover Arthur H. Meddle June I. 2007 
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6rstquarter results. Assuming normal needs without 'additional equity. Current 
weather patterns over the remainder of ~ I M S  call for the use of commercial paper 
the year, eamings comparisons should be this year and a total of $500 million of 
Favorable because the summer of 2006 WBS long-term debt in 2008 and 2009. 
milder than usual. Also, a settlement with This untimely stock offers a yield that 
!he Federal Energy Regulatmy Commis- is above average for a utility. Stead 
;ion reduced share net by $0.08 last year earnings and dividend mowth throueg 
We expect improved s k i &  in 2006, as- 
suming normal weather conditions in the 
Brst quarter and rate relief at SCEBrG. 
early Jan. Apr:, JW, and Od - I M d  baoe: Ne1 &g. -1. Rale all& on mm. q. Corn 811 I Flnandd Slrenglh 
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2010-2512 should produce a total ret& 
that is slightly above the utility norm. 
Paul E. Debbas, CFA June I ,  2007 
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