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2Q2011  3Q2011  4Q2011 Percent 12 STOCK INDEX |
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Alliant Energy, formerly called Interstate En- | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 {2008 [2009 | 2010 [2011 [2012 [2013 | ©VALUELINEPUB.LLC|15-17
ergy Corporation, was formed on April 21,| 2826 | 28.19 | 2556 | 28.02 | 2893 | 3115 | 33.33 | 31.02 | 3081 | 33.02| 33.25| 33.65 |Revenues persh 41.40
1998 through the merger of WPL Holdings, | 452 | 419 | 469 | 546| 433| 512| 456 | 421 | 521| 565| 595| 635 |“CashFlow" persh 7.20
IES Industries, and Interstate Power. WPL| 118 | 157 | 185| 221 | 206| 269 | 254 | 189 | 275| 275| 290 3.10 |Earnings persh A 3.60
stockholders received one share of Inter-| 200| 100| 102| 105| 115| 127 | 140 | 150 | 158 | 170| 1.80| 1.90 |Div'd Decl'd persh B=1| 220
state Energy stock for each WPL share, IES [ 712 | 769 | 555 451 | 342 | 491 | 796 | 1087 | 782 6.22| 7.15| 7.95 CaplSpending persh 10.35
stockholders received 1.14 Interstate Ener-| 19.89 | 2137 | 2213 | 20.85 | 2283 | 24.30 | 2556 | 2507 | 26.09 | 27.14 | 29.45 | 3055 |Book Value per sh © 32.35
gy shares for each IES share, and Interstate | 92.30 | 110.96 | 115.74 | 117.04 | 116.13 | 110.36 | 11045 | 110.66 | 110.89 | 111.02 | 112.00 | 113.00 |Common Shs Outst'g P | 116.00
Power stockholders received 1.11 Interstate | 19.9 | 127 | 140| 126 | 168 | 151 | 134 | 139 | 125| 145 | Bold figiresare |Avg Ann'l PIE Ratio 130
Energy shares for each Interstate Power| 1.09 1 T4 67 91 80 81 9 80 92 | ValuelLine |Relative PJE Ratio 85
share. 85% | 50% | 3.9% | 38% | 33% | 31% | 41% | 57% | 46% | 43% | " |Avg Ann’l Divid Yield 4.7%
CAPITAL STRUCTURE as of 12/31/11 2608.8 | 3128.2 | 2958.7 | 3279.6 | 3359.4 | 3437.6 | 3681.7 | 3432.8 | 3416.1 | 3665.3 | 3725 | 3800 |Revenues ($mill) 4800
Total Debt $2807.3 mill. Due in 5 Yrs $588.8 mill. 1131 | 1766 | 2295 | 337.8 | 260.1 | 320.8 | 280.0 | 2086 | 3039 | 3044 | 325| 355 |Net Profit ($mill) 415
LLTT'?etbt $2t703-1 z‘,"g7 LT Interest $160.0 mil. ™54 2052890 | 26.7% | 19.0% | 438% | 44.4% | 334% |  -- | 30.1% | 14.1% | 20.0% | 250% |Income Tax Rate 30.0%
(LT interest earned: 3.7x) 68% | 117% | 81% | 30% | 31% | 24% | .- | .- | 88% | 60%| 60% | 60% AFUDC%toNetProfit | 6.0%
Pension Assets-12/11 $1081.4 mill. Oblig. $897.4 | 56.4% | 44.8% | 45.0% | 41.6% | 31.4% | 32.4% | 36.3% | 44.3% | 46.3% | 45.7% | 47.5% | 47.5% |Long-Term Debt Ratio | 47.5%
mill. 39.2% | 50.0% | 50.2% | 53.1% | 62.9% | 61.9% | 58.6% | 51.2% | 49.5% | 50.9% | 49.0% | 49.5% |Common Equity Ratio 49.5%
Pfd Stock $205.1 mill.  Pfd Div'd $18.0 mill. 4679.1 | 4738.4 | 5104.7 | 4599.1 | 4218.4 | 4329.5 | 4815.6 | 5423.0 | 5840.8 | 5921.2 | 6705 | 6955 |Total Capital ($mill) 7555
449,765 shs. $100 par; 6,599,460 shs. $25 par 37202 | 4432.6 | 5284.6 | 4866.2 | 4944.9 | 4679.9 | 53535 | 6203.0 | 6730.6 | 7037.1 | 7200 | 7500 [Net Plant ($mill) 8200
41% | 57% | 61% | 89% | 75% | 86% | 7.0% | 51% 6.6% | 6.7% | 6.0% | 6.5% |Returnon Total Cap'l 7.0%
Common Stock 111,008,651 shs. 55% | 6.8% | 8.2% | 12.6% | 9.0% | 11.0% | 9.1% | 6.9% | 9.7% | 95% | 95% | 95% |Returnon Shr.Equity | 10.5%
as of 1/31/12 58% | 6.7% | 82% | 13.1% | 9.1% | 11.3% | 9.3% | 6.8% 9.9% | 10.1% | 10.0% | 10.5% |Return on Com Equity B | 11.0%
MARKET CAP: $4.8 billion (Mid Cap) NMF | 25% | 3.8% | 81% | 40% | 59% | 38% | 9% | 3.8% | 34% | 35% | 3.5% |Retained to Com Eq 4.0%
ELECTRIC OPERATING STATISTICS NMF | 67% | 58% | 42% | 59% | 50% | 62% | 88% 64% | 66% | 66% | 65% |AllDiv'ds to Net Prof 65%
9% Change Retal Sales (KWH) Z%Og %leg 29,_% BUSINESS: _AIIiant Energy Corp., formerly named Interstate Ener-  sources, 2011: coal, 52%; nuclear, 17%; gas, 2%, othe_r, 29%. Fuel
Avg. Indust. Use (MWH) 10948 11213 11054 | gy, is a holding company formed through the merger of WPL Hold-  costs: 45% of revs. 2011 depreciation rate: 4.6%. Estimated plant
Avg. Indust. Revs. per KWH (¢) 6.33 6.80 6.51 | ings, IES Industries, and Interstate Power. Supplies electricity, gas, age: 10 years. Has 4,262 employees. Chairman & Chief Executive
(P:apﬁ_ltygl Eeak (MWM gﬁg% gﬁ%g g;gf{ and other services in Wisconsin, lowa, and Minnesota. Elect. revs.  Officer: William D. Harvey. Incorporated: Wisconsin. Address: 4902
AﬁﬁualoL%éd g;ncrlré?r( nw) NA NA NA | Dby state: WI, 47%; IA, 50%; MN, 3%. Elect. rev.: residential, 37%; N. Biltmore Lane, Madison, Wisconsin 53718. Telephone: 608-458-
% Change Customers 2yr-end) +.1 +.2 +.2 | commercial, 23%,; industrial, 28%; wholesale, 7%; other, 5%. Fuel ~ 3311. Internet: www.alliantenergy.com.
Fixed Chrge Cov. (%) 256 306 237 | Alliant Energy should post modest tive April 1st. ) ) .
ANNUAL RATES Past Past Estd 0911 growth in revenues in the current The company is looking to divest
ofchange (persh)  10Yrs.  5vis. 1517 | year. Utilities Interstate Power and Light RMT. This nonregulated subsidiary is a
Revenues 1.0% 3.0% 4.5% and Wisconsin Power and Light ought to renewable energy engineering, procure-
“Cash Flow" 20%  -5%  6.0% | report solid, though not particularly im- ment, and construction contractor. The
Eamings 20%  20%  83% | pressive, results in the coming quarters. board of directors has approved a plan to
Book Value 5% 35% 3.0% | This assumes a stable economy and sell this business. Alliant has engaged an
; normal weather conditions in the compa- investment bank to assist with the deal,
eﬁg'a'r MSH&EER?,%EV&QS.EB%@gle”c:).31 \'(:g;'r ny's service territories. Share earnings which is expected to close by the end of the
2009 | 9499 7423 8857 8549 | 3a3g May well advance a little faster, provided year. This move will allow the company to
2010 | 8902 7416 9517 8326 | 34161 €XPenses remain manageable. ) increase focus on its core operations,
2011 | 9450 8195 10216 879.2 | 3665.3 The cash balance declined consider- though a one-time charge of around $0.12
2012 | 950 835 1060 880 | 3725 | ably during 2011, from $159.3 million to a share appears likely.
2013 | 970 850 1080 900 | 3800 | $11.4 million. On the bright side, cash flow This stock is ranked to track the
Cal- EARNINGS PER SHARE A Full from operations will likely be strong in the broader market for the coming six to
endar | Mar31 Jun.30 Sep.30 Dec.3l| vear | N€Xt few years, as Alliant does not expect 12 months. Looking further out, we anti-
2000 0 B 77 28 | 1g89| O make significant federal income tax cipate higher revenues, share earnings,
2010 15 M 13 5| 275| payments through 2014. The sale of and dividends for the company by 2015-
2011 6 44 112 51| 275/ receivables at Interstate Power and Light 2017. Moreover, Alliant earns good marks
2012 70 45 120 55| 290/ and the issuance of short-term and long- for Safety, Price Stability, and Earnings
2013 75 50 125 60| 3.10| term debt will also help the company fi- Predictability. From the recent quotation,
5. nance its 2012 capital investments. this issue has unimpressive, though fairly
eﬁ;‘; MQ;:'/;F;TEJRL%I]2%”[)52520%%“;1 YFg;'r Alliant has announced a changing of well-defined, total return potential for the
2008 35 35 35 35 140 the guard. Chairman and Chief Execu- coming years. Venturesome investors may
2009 | 375 375 315 375 | 150 Five William D. Harvey has announced his prefer to look elsewhere, though the
2010 | 395 395 395 395 | 158 | intention to retire, effective March 31st. stock's healthy dividend yield may appeal
2011 | 425 425 425 425 | 170 | Patricia L. Kampling has been appointed to income-oriented accounts.
2012 | 45 by the board to succeed Mr. Harvey, effec- Michael Napoli, CFA March 23, 2012

(A) Diluted EPS. Excl. nonrecur. gains (losses): | (B) Divids historically paid in mid-Feb., May,

'01, (28¢); '03, net 24¢; '04, (58¢); ‘05, ($1.05); | Aug., and Nov. = Div'd reinvest. plan avail. T | Above Avg.; IA, Avg.
'06, 83¢; '07, $1.09; '08, 7¢; '09, (88¢); '10, | shareholder invest. plan avail. (C) Incl. deferred

(15¢). Next egs. rpt. due in May.
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chgs. in '10: $137.7 mill., $1.24/sh. (D) In mill.

(E) Rate base: Orig. cost. Regul. Clim.: WI,

Company’s Financial Strength A
Stock’s Price Stability 95
Price Growth Persistence 85
Earnings Predictability 75
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1001 2001 QU | percent 18 Ly Stocknoex
Nl 8 o yel|Shares 12— 3y 9 919 |
HUs(000) 28525 20114 29150 LA RRETRARRRRR RRRRRARRRRRRRRRARRARRFRARRRARRARTRARRRARARRAFRARRRRRRAA RAARRRy 01 EEREERTEREFREIREY Sy. 151 216
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 [ 2004 | 2005 {2006 [2007 |2008 [2009 [2010 (2011 |2012 | ©VALUELINEPUB.LLC|14-16
6.92 750 | 1445| 3148 | 37.05| 69.69| 57.96 | 1574 | 3517 | 3454 | 4197 | 19.69 | 1841 | 26.03 | 3258 | 33.29 | 28.40 | 29.85 Revenues per sh 3325
2.09 2.45 2.52 272 2.88 3.68 5.27 493 4.26 4.46 481 5.04 5.29 2.95 541 4.88 415 5.55 |“Cash Flow" per sh 6.75
119 1.40 1.49 1.60 1.70 237 342 233 1.84 174 2.11 2.21 2.68 18 2.32 1.66 1.05 2.00 |Earnings per sh A 2.25
.89 .92 .95 1.00 1.04 1.08 112 1.16 1.20 124 1.28 132 1.37 1.40 142 144 1.46 1.48 |Div'd Decl'd per sh B = 1.55
2.40 113 .98 118 4.89 579 | 1407 8.65 2.80 2.80 418 9.24 6.92 851 890 | 12.04 | 10.55 9.85 | Cap’l Spending per sh 9.00
8.43 8.91 9.46 958 | 1014 | 1195| 1895 | 1966 | 21.72 | 2243 | 22.29 | 23.68 | 25.66 | 27.19 | 27.84 | 28.02 | 27.65| 28.10 Book Value persh ¢ 30.25
2164 | 2168| 2170 | 2158 | 2137 | 2330| 2689 | 26.93 | 3230 | 3248 | 3316 | 33.37 | 37.80 | 38.64 | 38.97 | 39.27 | 44.00 | 44.25 |Common Shs Outst'g O | 45.00
131 119 13.0 149 136 10.9 114 125 15.9 171 173 158 150 | NMF 9.9 18.1 29.9 Avg Ann’l PJE Ratio 145
.88 .75 75 a7 .78 Jq1 58 68 91 .90 92 85 80 | NMF .66 1.15 1.90 Relative P/E Ratio .95
58% | 55% | 49% | 42% | 45% | 42% | 29% | 40% | 41% | 42% | 35% | 3.8% | 34% | 42% 6.2% | 48% | 4.6% Avg Ann’l Div'd Yield 4.8%
CAPITAL STRUCTURE as of 9/30/11 1558.6 | 4239 | 1136.1 | 1121.7 | 1391.6 | 656.9 | 695.9 | 1005.8 | 1269.6 | 1307.3 | 1250 | 1320 |Revenues ($mill) 1500
Total Debt $1644.1 mill. Due in 5 Yrs $885.1 mill. 88.1| 632| 571 572| 703| 740 1001 68| 897| 646| 420| 900 |NetProfit ($mill) 105
LT Debt $1282.2 mil, T Interest $85.9 mil. 365% | 3L9% | 34.4% | 31.8% | 33.8% | 313% | 3L.3% | 33.1% | 30.7% | 264% | 32.0% | 32.0% |Income Tax Rate 32.0%
{ea';;gf(*jnggg?;lizéd*gmua, entals $2.6 mil. | 85% | 182% | 7% | 3% | 10% | 9.7% | 148% [173.2% | 20.1% | 28.0% | 57.0% | 1L0% |AFUDC%to NetProfit | 10.0%
44.7% | 53.6% | 55.0% | 49.9% | 47.6% | 44.3% | 36.8% | 32.3% | 48.4% | 51.9% | 50.5% | 46.0% |Long-Term Debt Ratio 50.5%
Pension Assets-12/10 $220.2 mill. 54.7% | 45.9% | 44.5% | 49.6% | 52.4% | 55.7% | 63.2% | 67.7% | 51.6% | 48.1% | 49.5% | 54.0% |Common Equity Ratio 49.5%
Oblig. $280.6 mill. | 931,0 | 1154.0 | 1578.2 | 1469.3 | 1409.1 | 1418.4 | 1534.2 | 1551.8 | 2100.7 | 2286.3 | 2450 | 2295 |Total Capital ($mill) 2750
Pfd Stock None 1238.2 | 1476.3 | 1442.4 | 14457 | 14354 | 1646.4 | 18235 | 2022.2 | 2160.7 | 2495.4 | 2820 | 3100 |Net Plant ($mill) 3875
Common Stock 39,468,273 shs. 106% | 66% | 48% | 53% | 66% | 6.8% | 7.9% | 16% | 59% | 44% | 35% | 55% |Returnon Total Cap' 55%
as of 10/31/11 17.1% | 118% | 80% | 7.8% | 95% | 9.4% | 10.3% 1% 83% | 59% | 35% | 7.0% |Returnon Shr. Equity 7.5%
172% | 119% | 81% | 7.8% | 9.5% | 9.4% | 10.3% 1% 83% | 59% | 35% | 7.0% |ReturnonCom Equity E| 7.5%
MARKET CAP: $1.3 billion (Mid Cap) 116% | 6.0% | 28% | 23% | 38% | 38% | 51% | NMF | 32% 7% | NMF | 2.0% |Retained to Com Eq 2.5%
ELECTRIC OPERATING STATISTICS 33% | 50% | 65% | 71% | 60% | 59% | 50% | NMF 62% | 87% | NMF | 73% |All Div'ds to Net Prof 66%
9% Change Retal Sales (KWH) +23040.8 +22(210? 2+0218 BUSINESS: Black Hills Corporation is a holding company for utili- Energy Mktg. 7/97 (discontinued in '11); Mallon Resources 3/03;
Avg. Indust, Use (MWH) NA NA NA | ties that serve 201,000 electric customers in CO, SD, WY and MT, Cheyenne Light 1/05; utility ops. from Aquila 7/08. Discont. telecom
Avg. Indust. Revs. per KWH (¢) 597 6.34 NA | and 561,000 gas customers in NE, IA, KS, CO and WY. Electric in '05; oil mktg. in '06. Fuel costs: 48% of revs. '10 depr. rate: 3.8%.
g?ﬁ???aﬁ‘@ﬁ%kn%w) 8’\8@ 9"%‘1‘ Nﬁ revenue breakdown: res’l, 30%; comm'l, 35%; ind'l, 12%; whole- Has 2,200 empls. Chairman, President & CEO: David R. Emery.
Annual Load Factor (4 NA NA NA sale, 15%; other, 8%. Generating sources: coal, 42%; purchased, Inc.: SD. Address: P.O. Box 1400, 625 Ninth St., Rapid City, SD
% Change Customers (yr-en) +87.6 -5 -1 | 58%. Mines coal & has a gas & oil E&P business. Acq'd Wickford 57701. Tel.: 605-721-1700. Internet: www.blackhillscorp.com.
Fied Charge Cov. (1) 238 149 174 | Black Hills has agreed to sell its ener- fired facility in Colorado received a nega-
ANNUAL RATES Past Pasi Estd0s-10] 9Y marketing business. The company tive recommendation from an administra-
ofchange (persh)  10¥rs.  5vis.  to'1416 | EXPects to receive $160 million-$170 mil- tive law judge. Black Hills hasn't given up
Revenues 4.0% -40%  1.5% lion when the deal closes, probably later on this project, which would replace a 42-
E%?;?]Fslow” %g‘;ﬁ é’%’ éf—,ﬂﬁ’ this quarter. Black Hills would reinvest mw coal-fired unit. Black Hills and
D 0% 25w 18w | the proceeds in its other operations. It Cheyenne Light want to construct 132 mw
Book Value 100% 45% 15% | would book income from discontinued op- of gas-fired capacity in Wyoming that
Cal- | QUARTERLY REVENUES ( mill) ol erations estimated at $0.23-$0.27 a share would be owned by both utilities. The Wy-
endar |Mar3l Jun.30 Sep.30 Dec3l| vear | fOF 2011 and an additional gain in 2012. oming commission must give its approval
2008 11528 1533 2919 4078 |10058 Black Hills received an electric rate before the company can break ground,
2009 |4379 2574 2258 3485 |12606 | Nike in Colorado at the start of 2012. with a targeted 2014 in-service date.
2010 |4423 2713 2644 13293 |13073| The utility was granted an increase of Earnings should climb substantially
2011 14033 2731 2565 3171 1250 | $10.5 million, based on a return on equity in 2012. Results in 2011 weren't as bad as
2012 435 280 275 330 [1320 | in a range of 9.8%-10.2% and a common- they appear, considering that mark-to-
Cal- EARNINGS PER SHARE A Full equity ratio of 49.1%. The order enabled market accounting charges stemming from
endar |Mar.3L Jun30 Sep.30 Dec3l| vear | Black Hills to place its new 180-megawatt an interest rate swap lowered share net by
2008 31 U 51 d9%8 T gas-fired plant in the rate base at a cost of $0.66 in the first nine months. (We include
2009 ‘94 ‘6 d10 8 | 232 $227 m||||0_n.. At the same time, a nonregu- these items in our presentation because
2010 | 8 d2 2 8 | 166/ lated subsidiary’s 200-mw gas-fired unit they are part of ongoing results.) Rate re-
2011 68 19 d27 45 | 105 | went into service at a cost of $260 million. lief at the utilities should help the profit
2012 75 35 40 50 | 200| Cheyenne Light filed a rate case in comparison in 2012. But the gas and oil
Cal- | QUARTERLYDIVIDENDSPADB= | pgi | WYOmIing. It is seeking electric and gas exploration and production subsidiary is
endar |Mar31 Jun30 Sep.30 Dec3l| Year | raises of $5.9 million (5.9%) and $2.6 mil- still hampered by low natural gas prices.
2008 | 35 P P P 140 lion (6.7%), respectively, based on a return This unit hired a new head in December.
2009 | 355 355 355 355 | 142 of 10.9% on a common-equity ratio of 54%. This stock’s yield is only average for a
2010 | 36 35 35 35 144 | New rates should take effect later in 2012. utility, and its 2014-2016 total return
2011 | 365 365 365 365 | 146| The company wants to build more potential is unappealing.
2012 plants. Its proposal for an 88-mw gas- Paul E. Debbas, CFA February 3, 2012

(A) Diluted EPS. Excl. nonrec. gain (losses): | 7¢; '11, 25¢. Next egs. report due early May. | adj. for split. (E) Rate base: Net orig. cost. Rate | Company’s Financial Strength B+
‘05, (99¢); '08, ($1.55); '09, (28¢); '10, 10¢; | (B) Div'ds histor. paid in early Mar., Jun., Sept. | allowed on com. eq. in SD in '10: none speci- | Stock’s Price Stability 90
gains (losses) on discont. ops.: '03, 30¢; '04, | and Dec. = Div'd reinvest. plan avail. (C) Incl. | fied; in CO in '12: 9.8%-10.2%; earned on avg. | Price Growth Persistence 25
2¢;°05, (7¢); '06, 21¢; '07, (4¢); '08, $4.12;°09, | deferred charges. In "10: $12.66/sh. (D) In mill., | com. eq., '10: 6.0%. Reg. Climate: Above Avg. | Earnings Predictability 35
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ANNUAL RATES  Past

Past Est'd '09-'11

of change (persh) 10 Yrs. 5Yrs.  to'15-17
Revenues -9.0% -2.0% 2.0%
“Cash Flow” -6.5% 2.5% 3.0%
Earnings -5.5% 8.5% 7.0%
Dividends -7.5% -- 10.5%
Book Value -4.5% 2.0% 5.5%

Cal- QUARTERLY REVENUES ($ mill.) Full

endar [Mar.31 Jun.30 Sep.30 Dec.31| VYear

2009 | 2104 1225 1263 1613 | 6205.0)
2010 | 1967 1340 1443 1682 | 6432.0)
2011 | 2055 1364 1464 1620 | 6503.0
2012 | 2000 1450 1500 1650 | 6600

2013 | 2150 1500 1550 1700 | 6900

cal- EARNINGS PER SHARE A Full

endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear

2009 31 .28 .29 .05 93
2010 .35 .26 53 21 | 133
2011 51 26 53 15 | 145
2012 .50 32 .50 23 | 155
2013 .55 32 .55 23 | 165
Cal- | QUARTERLY DIVIDENDS PAIDB = Eull

endar |Mar.31 Jun.30 Sep.30 Dec.31| Year

2008 .09 .09 .09 .09 36
2009 125 125 125 125| 50
2010 .15 .15 .15 21 .66
2011 21 21 21 21 84
2012 24

electric and gas rate cases pending.
On the electric side, Consumers Energy is
seeking a rate increase of $195 million,
based on a 10.7% return on a 42.07%
common-equity ratio. In December, the
utility self-implemented a raise of $118
million. On the gas side, the company filed
for a tariff hike of $49 million, based on a
10.7% return on a 41.55% common-equity
ratio, and self-implemented a $23 million
boost at the start of March. Capital invest-
ments were the main impetus for the ap-
plications. However, the staff of the Michi-
gan Public Service Commission (MPSC) is
recommending an electric increase of $39
million and a gas decrease of $22 million,
based on a 9.95% ROE. The MPSC's elec-
tric and gas rate orders are due in June
and September, respectively.

The board of directors declared a sub-
stantial dividend increase in the first
quarter. The board raised the quarterly
disbursement by $0.03 a share (14.3%).
Following the big increase, and based on
management’s earnings guidance of $1.52-
$1.55 a share for 2012, the payout ratio is
near the norm for utilities. In the coming
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BETA .75 (1.00 = Market) Options: Yes S0 A R A e A 2
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AMJJASOND "‘.III . 6
By 0 00000O0O0O0 '|| / i -
Options 010000000 < \Pl| i SRS L LA e 3 L4
oSl 030040020 [ A K e S % TOT. RETURN 2/12
Institutional Decisions \. - THIS  VLARITH
22011 3Q2011  4Q0U | percent 30 STOCK  INDEX
B 162 147 146 Y NN IR - ; lyr. 160 04
0l 13 16r a7 | Shares 20T mmITATL TR AW A IR Jyr 1190 1638 |
Hid's(000) 236182 242109 227756 A RN AT RN EORRRRRRETRRRRANN I [T Sy 454 317
1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [2008 [2009 |2010 [2011 [2012 [2013 | ©VALUELINEPUB.LLC|15-17
4570 | 4749 | 4756| 5259 | 7424| 7216| 6028 | 3421 | 28.06 | 2852 | 3057 | 2895 | 30.13 | 27.23 | 2577 | 2559 | 2580 | 26.75 |Revenues per sh 29.50
718| 739| 6.60| 787| 761| 524 d09| 239| 287 | 343| 322| 308 | 38| 347 | 370, 365| 380 395|“CashFlow"persh 425
245| 261 224| 285| 253| 127| d299| d.29 T4 110 64 64| 123 93 133 | 145| 155 165 |Earnings persh A 185
102 114| 126| 139| 146| 146| 109 -- -- -- -- .20 .36 50 66 84 96 | 1.02 |Div'd Decl'd persh B = 1.20
6.95| 705( 11.98| 969| 851 | 949 518| 332| 269 | 269| 301 | 561 | 350| 359 | 329| 347 550| 4.90 |Cap'l Spending persh 450
1795| 1961 2063 | 2117 | 1948 | 1421| 786| 984 1063 | 1053 | 10.03 | 946 | 10.88 | 1142 | 1119 | 11.92 | 12.60 | 13.40 Book Value persh 15.75
94.81 | 100.79 | 108.11 | 116.04 | 121.20 | 132.99 | 144.10 | 161.13 | 195.00 | 220.50 | 222.78 | 225.15 | 226.41 | 227.89 | 249.60 | 254.10 | 256.00 | 258.00 |Common Shs Outst'g © | 264.00
125 135( 199| 139 96| 208 - --| 124 126| 222 268 | 109 | 136 | 125| 136 | Bold figyresare |AvgAnn'l P/E Ratio 13.0
.78 78| 103 79 62| 107 -- 66 67| 120 142 66 91 .80 86 | VauejLine Relative P/E Ratio 85
33% | 32%| 28%| 35% | 6.0% | 55%| 7.5% - - | 12% | 27% | 40% | 40% | 43% | ="' |Avg Ann'l Divd Yield 4.9%
CAPITAL STRUCTURE as of 12/31/11 | 8687.0 | 5513.0 | 5472.0 | 6288.0 | 6810.0 | 6519.0 | 6821.0 | 6205.0 | 6432.0 | 6503.0 | 6600 | 6900 |Revenues ($mill) 7800
Total Debt $7264.0 mill. Due in 5 Yrs $3309.0 mill. | 44140 | d40.0 | 144.0 | 247.0 | 158.0 | 168.0 | 300.0 | 231.0 | 356.0 | 3840 | 420 | 455 |Net Profit ($mill) 525
Il 167 3. capialzed loamsn, o -] NMF [ 186% | 256% |  -- | 37.6% | 3L6% | 34.6% | 38.1% | 36.8% | 37.0% | 37.0% |Income Tax Rate 37.0%
(LT.intere:'st earﬁed:p2‘5x) ' -- -- -- | 154% | 63% | 36% | 13% | 13.0% | 22% | 2.6% | 2.0% | 2.0% |AFUDC % to Net Profit 2.0%
Leases, Uncapitalized Annual rentals $27.0 mill. 84.4% | 78.2% | 75.3% | 735% | 71.7% | 70.5% | 69.4% | 67.9% | 70.1% | 66.9% | 66.0% | 64.5% |Long-Term Debt Ratio 60.0%
Pension Assets-12/11 $1.63 bill. ) | 15.0% | 18.3% | 21.5% | 234% | 24.9% | 25.9% | 27.4% | 29.0% | 29.5% | 32.6% | 33.5% | 35.0% |Common Equity Ratio 39.5%
, _ Oblig. $2.07 bill. | 75320 [ 8652.0 | 9640.0 | 9913.0 | 8961.0 | 8212.0 | 8993.0 | 8977.0 | 9473.0 | 9279.0 | 9600 | 9825 [Total Capital ($mill) 10500
mgl jff'gé%“;‘hos”;g-16_;1"58'3‘;’1%52; ”;'I'J'm cal. | 52340 | 69440 | 86360 | 76450 | 79760 | 87280 | 9190.0 | 96620 | 10069 | 10633 | 11500 | 12200 |Net Plant (Smil 14400
able at $103.25.8110.00, par. cu. NMF | 27% | 44% | 50% | 45% | 45% | 54% | 47% | 58% | 63% | 6.0% | 6.5% |Returnon Total Cap'l 7.0%
Common Stock 254,100,000 shs. NMF | NMF| 6.1% | 94% | 6.2% | 6.9% | 10.9% | 8.0% | 125% | 12.5% | 13.0% | 13.0% |Return on Shr. Equity 12.5%
- NMF | NMF| 6.2% | 99% | 64% | 7.2% | 11.7% | 85% | 12.5% | 12.6% | 13.0% | 13.0% |Return on Com Equity E | 12.5%
MARKET CAP: $5.6 billion (Large Cap) NMF | NMF| 6.2% | 99% | 64% | 51% | 84% | 41% | 69% | 56% | 55% | 5.5% |Retainedto ComEq 5.0%
ELECTRIC OPERATING STATISTICS NMF | NMF | 11% 6% | 10% | 35% | 31% | 54% 46% | 55% | 59% | 58% |All Div'ds to Net Prof 60%
9% Change Retal Sales (KWH) 20402 2+0512 20}}1 BUSINESS: CMS Energy Corporation is a holding company for 7%. Generating sources: coal, 42%; gas, 5%; hydro, 1%; pur-
Avg. Indust, Use (MWH) 1076 1027 NA | Consumers Energy, which supplies electricity and gas to lower chased, 52%. Fuel costs: 54% of revenues. '11 reported deprec.
Avg. Indust. Revs. per KWH (¢) 7.29 827 8.21 | Michigan (excluding Detroit). Has 1.8 million electric, 1.7 million gas rates: 3.0% electric, 2.9% gas, 7.4% other. Has 7,700 employees.
gaPECLngzeak(MWgw 9252"11 g%gg 89'% customers. Has 1,166 megawatts of nonregulated generating ca- Chairman: David W. Joos. President & CEO: John G. Russell. In-
Aggua\oli)éd gg“c'};?f(&j W) 550 553 NA | Pacity. Sold Palisades nuclear plant in '07. Electric revenue break- ~ corporated: Michigan. Address: One Energy Plaza, Jackson, Michi-
% Change Customers (yr-en) -9 _3 -.1 | down: residential, 42%; commercial, 31%; industrial, 20%; other, gan 49201. Tel.: 517-788-0550. Internet: www.cmsenergy.com.
Fied Charge Cov. (1) 159 215 237 | CMS Energy’'s utility subsidiary has years, dividend hikes should approximate

the company’s profit growth.

We estimate earnings of $1.55 a share
in 2012. Rate relief and effective expense
control should help. CMS is targeting
average annual earnings growth of 5%-7%.
Our 2012 estimate would produce an in-
crease at the upper end of this range. We
forecast similar profit growth in 2013.
CMS should benefit from $1.8 billion
in tax-loss carryforwards in the next
five years. This would enable it to avoid
equity issuances, except for small amounts
for the dividend reinvestment and other
stock programs. Note that our definition of
“cash flow” does not include deferred taxes
and investment tax credits, so it under-
states CMS'’ true cash flow.

Consumers is building a wind project.
This will help the utility meet the state’s
renewable-energy requirement. It should
add 100 megawatts of capacity by yearend
at an expected cost of $232 million.

This stock’s dividend yield and total
return potential to 2015-2017 are
slightly above the averages for the
electric utility industry.

Paul E. Debbas, CFA March 23, 2012

(A) Dil. EPS. Excl. nonrec. gains (losses): '05,

3¢; '11, 12¢; gains (losses) on disc.

7¢;°06, 3¢; '07, (40¢); '09, 8¢; '10, (8¢); '11,

ops.: '05,

1¢. 10 EPS don't add due to change in shs.

historically paid late Feb., May, Aug. & Nov. =
Div'd reinvestment plan avail. (C) Incl. intang.

In "11: $9.70/sh. (D) In mill. (E) Rate base: Net
($1.61); '06, ($1.08); '07, ($1.26); ‘09, (7¢); '10, | Next earnings report due early May. (B) Div'ds | orig. cost. Rate all'd on com. eq. in '10: 10.7%
elec.; in '10: 10.55% gas; earned on avg. com.
eq., '11: 12.9%. Regulatory Climate: Average.
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quently request rate relief in order to
recoup their capital expenditures.
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2015-17 PROJECTIONS haded areas indicate recessions ) — o o | | .1 i
! T Ll LMY I AL T t
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toBy 0000000O0DO i SIS, SUL NP SR I 12
Options 012 1 0 1 0 0 4 4 - y N SN I &
foSel 011 1020063 %TOT. RETURN 2112 |8
Institutional Decisions THIS VL ARITH*
001 30U QMU | percent 15 - STZ%C; lN-DoEZ
Nel T Tor Tog | Shares 10 b ptHCn T i 3y 132 1638 |
HIUs(000) 96500 95837 95785 (TTTRLREARRRRARRARRRRFRRRRRARRRRRFRRARRARRARRRRARRARRART A (1] Il (I Syr 504 317
1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [2008 [2009 |2010 [2011 [2012 [2013 | ©VALUELINEPUB.LLC|15-17
2512 | 2594 2910| 32.60| 39.24| 4871| 4030 | 41.76 | 4084 | 50.74 | 5093 | 54.28 | 57.23 | 48.45 | 50.51 | 52.55| 5255 | 54.25 |Revenues per sh 61.25
710| 742| 761| 840| 859| 698 831| 695| 681 | 814 | 819| 848| 826 | 938 | 978| 955| 9.65| 10.15 “Cash Flow” persh 11.75
280| 288| 305 333| 327| 215| 383 | 285| 255| 327 | 245| 266 | 273 | 324 | 374 367| 375| 395 Earningspersh A 4.50
206| 206| 206| 206| 206| 206| 206| 206| 206| 206| 208| 212| 212 | 212| 218| 232| 242| 252 |Div'dDecl'dpersh®= 2.80
366| 314| 38| 510 525| 680 58| 445 519| 599 792| 79| 842| 626 | 649| 875| 10.95| 10.50 |Cap'l Spending per sh 10.25
2373 | 2455| 2549 | 26.95| 28.15| 28.48| 27.26 | 31.36 | 31.85 | 3244 | 3302 | 3586 | 36.77 | 37.96 | 39.67 | 41.40| 43.05| 44.55 Book Value persh 49.25
145.12 | 14510 | 145.07 | 145,04 | 142.65 | 161.13 | 167.46 | 168.61 | 174.21 | 177.81 | 177.14 | 163.23 | 163.02 | 165.40 | 169.43 | 169.25 | 175.00 | 177.00 |Common Shs Outst'g O | 181.00
12| 103 133| 116| 103| 193] 113| 137| 160 | 138 174| 183 | 148| 104 | 123 | 135 Boldfigiresare |AvgAnn'l P/E Ratio 13.0
.70 59 69 66 67 .99 62 18 85 73 94 97 89 69 78 85| \ValuejLine Relative P/E Ratio 85
6.6% | 6.9%| 5.1%| 53% | 6.1% | 50% | 4.8% | 53% | 5.0% | 46% | 49% | 44% | 52% | 63% | 48% | 47% | ="' |Avg Ann'lDivd Yield 4.7%
CAPITAL STRUCTURE as of 9/30/11 6749.0 | 7041.0 | 7114.0 | 9022.0 | 9022.0 | 8861.0 | 9329.0 | 8014.0 | 8557.0 | 8897.0 [ 9200 | 9600 |Revenues ($mill) 11100
Total Debt $8019.0 mill. Due in 5 Yrs $3221.0 mill. | 6320 | 480.0 | 443.0 | 576.0 | 437.0 | 453.0 | 4450 | 5320 | 630.0 | 633.0| 650 | 705 |Net Profit ($mill) 820
Incl 527 0 mil captalized eases, 8265.0 i | - 271% | 26.0% | 23.9% | 25.1% | 34.9% | 316% | 32.1% | 359% | 35.0% | 35.0% |Income Tax Rate B.0%
Trust Preferted Soeurtios, ard $470.0 mil 49% | 13% | 7% | 10% | 50% | 7.1% | 11.2% | 26% | 16% | 20% | 20% | 20% |AFUDC%to NetProfit | 50%
securitized bonds. 63.0% | 59.2% | 57.8% | 55.1% | 56.1% | 54.4% | 56.4% | 54.0% | 51.3% | 50.6% | 49.0% | 48.5% [Long-Term Debt Ratio 50.0%
(LT interest earned: 3.3x) 37.0% | 40.8% | 42.2% | 44.9% | 43.9% | 45.6% | 43.6% | 46.0% | 48.7% | 49.4% | 51.0% | 51.5% |Common Equity Ratio 50.0%
Leases, Uncapitalized Annual rentals $39.0 mill. [ 12350 | 12956 | 13154 | 12849 | 13323 | 12824 | 13736 | 13648 | 13811 | 14196 | 14725 | 15375 |Total Capital ($mill) 17900
Pension Assets-12/10 $2.91 bil Oblig. $3.70 b, | 8130 | 10324 | 10401 | 10830 | 11451 | 11408 | 12231 | 12431 | 12062 | 13746 | 14625 | 15875 |NetPlant (Smil) 17300
Pid Stock None 9300 7730 | 56% | 52% | 6.3% | 5% | 53% | 50% | 57% | 6.3%| 60% | 60% | 6.0% |ReturnonTotal Capl | 6.0%
Common Stock 169,250,934 shs. 138% | 9.1% | 8.0% | 10.0% | 7.5% | 7.7% | 7.4% | 85% | 94% | 89% | 85% | 9.0% |Returnon Shr. Equity 9.0%
138% | 9.1% | 8.0% | 10.0% | 7.5% | 7.7% | 7.4% | 85% | 94% | 89% | 85% | 9.0% |Returnon Com Equity E| 9.0%
MARKET CAP: $9.6 billion (Large Cap) 6.4% | 25% | 1.6% | 37% | 12% | 15% | 17% | 2.9% | 4.0% | 34% | 3.0% | 3.0% |Retained to Com Eq 3.5%
ELECTRIC OPERATING STATISTICS 53% | T2% | 80% | 63% | 84% | 80% | 77% | 65% 57% | 61% | 64% | 63% |All Div'ds to Net Prof 62%
9% Change Retal Sales (KWH) 2929573 2—0596 20_18 BUSINESg: DTE Energy Cqmpany i§ a hoIding company lfor The dustrial, 14%,; other, 12%. Generating sources: coal, 72%; nuclear,
Avg. Indust, Use (MWH) NA NA NA | Detroit Edison Company, which supplies electricity in Detroit and a  14%; gas, 1%; purchased, 13%. Fuel costs: 37% of revenues. '10
Avg. Indust. Revs. per KWH (¢) NMF  NMF  NMF | 7,600-square-mile area in southeastern Michigan, and Michigan reported deprec. rates: 3.3% electric, 2.5% gas. Has 9,800 em-
g?ﬁ???aﬁ‘@ﬁ%kn%w) llOl\ﬁ 106’%\ 113'\(‘5'2 Consolidated Gas (MichCon). Customers: 2.1 mill. electric, 1.3 mill. ~ ployees. Chairman, President & CEO: Gerard M. Anderson. Inc.:
Annual Load Factor o NA NA NA | 9as. Acquired MCN Energy 6/01. Has various nonutility operations. ~ Michigan. Address: One Energy Plaza, Detroit, Michigan 48226-
% Change Customers (yr-en) -8 -.4 | Electric revenue breakdown: residential, 41%; commercial, 33%; in-  1279. Tel.: 313-235-4000. Internet: www.dteenergy.com.
Fied Charge Cov. (1) 205 223 262 | DTE Energy’s utility subsidiaries fre- mate is within management's targeted

range of $3.65-$3.95 a share.
We estimate a greater rise in profits

of change (persh) 10 Yrs. 5Yrs.  to'15-17 . C - h < d h
Revenues 45% 3.0%  2.5% Much of this spending is to meet federal or in 2013. This is based on the benefits of
‘I‘E%?r?.h Flow” 1.0% g%‘;//o %%‘t’ﬁ state mandates for things such as pollu- rate relief at the utilities and continued
D 5% 100  ao0% | tion control, renewable energy, or pipeline growth in nonutility income. Our forecast
Book Value 35% 35% 35% | safety. MichCon, the gas utility, will likely of $3.95 a share would produce bottom-line
; file a rate application in the second quar- growth within DTE’'s targeted annual

eﬁg; Ma?%/'\lRTEE,L]Tg,%EVgEgI%%@gglé)gl Eé‘elllr ter of 2012. Under Michigan regulatory range of 5%-6%. o o

2009 | 2255 1688 1950 2121 | 80140 law, the company will be able to self- DTE plans to start monetizing its in-

2010 | 2453 1792 2139 2173 |8s570| iMplement an interim rate hike six vestment in the Barnett Shale gas-

2011 | 2431 2028 2265 2173 |ssero| Months after filing, with the Michigan producing area. The company expects

2012 | 2400 2050 2350 2400 |9200 | commission’s order due six months after some $300 million of cash from asset sales

2013 | 2550 2100 2450 2500 |9600 | that. Detroit Edison, the electric utility, in 2012. Even with this expected inflow,

Cal- EARNINGS PER SHARE A Full will probably file a petition in 2012 or however, DTE will need some financing

endar |Mar.3L Jun30 Sep.30 Dec3l| vear | 2013, so any rate relief probably won't this year. A common-equity issuance of

2009 | 1.09 51 ) 77 | 324] COMe in time to help earnings this year. $300 million is expected in the second half

2010 | 138 5l 9% ‘90 | 374| We look for a modest earnings in- of 2012, o ) )

2011 | 104 67 107 89 | 367| crease in 2012. Most of the company’s We expect a dividend increase in the

2012 | 1.10 70 1.00 95 | 375/ lines of business will probably fare about second quarter. We estimate an increase

2013 | 1.20 72 105 98 | 395| as well as in 2011. The one notable growth of $0.09 a share (3.8%) in the annual dis-

Cal- | QUARTERLYDIVIDENDSPADB= | gy | €@ will be DTE’s investments in reduced bursement. DTE is targeting a payout

endar |Mar31 Jun30 Sep.30 Dec3l| Year | €Missions fuel projects (i.e., treating coal ratio of 60%-70%. o )

2008 | 53 53 53 53 212 to reduce emissions of certain pollutants). This timely stock has a dividend yield

2009 | 53 53 53 53 212 This business is driven by federal tax cred- and 3- to 5-year total return potential

2010 | 53 53 53 56 915 | its. Interest expense will probably decline, that are about equal to the utility

2011 | 56 56 5875 5875 | 230 | too, thanks to refinancings of debt that the norms.

2012 | 5875 company did in 2011. Our earnings esti- Paul E. Debbas, CFA March 23, 2012
(A) Diluted EPS. Excl. nonrec. gains (losses): | '08, 13¢. '10 EPS don’t add due to rounding. | '10: $40.57/sh. (D) In mill. (E) Rate base: Net | Company’s Financial Strength B+
'03, (16¢); '05, (2¢); '06, 1¢; '07, $1.96; '08, Next earnings report due early May. (B) Div'ds | orig. cost. Rate allowed on com. eq. in '11: Stock’s Price Stability 100
50¢; '11, 51¢; gains (losses) on disc. ops.: '03, | historically paid in mid-Jan., Apr., July and Oct. | 10.5% elec.; in '10: 11% gas; earned on avg. Price Growth Persistence 45
40¢; 04, (6¢); '05, (20¢); '06, (2¢); '07, $1.20; |= Div'd reinvest. plan avail. (C) Incl. intang. In | com. eq., '10: 9.0%. Regulatory Climate: Avg. | Earnings Predictability 70
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2Q2011 2011 4Q2011 STOCK INDEX
oby a2 oy agp| Pemeent 12 . i : e Ho s
to Sell 133 137 134 (raded 4 mMIRIRHTm ATy L [T 3yr. 1607 1638 [
Hids(0o) 40346 38990 38784 U R RRRRRRRRER TR RN T ([l Sy 256 317
Integrys Energy Group was created as a| 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [2008 |2009 |2010 [2011 |2012 [2013 | ©VALUELINEPUB.LLC|15-17
holding company on February 21, 2007 to| 8355 | 117.07 | 131.26 | 173.37 | 160.01 | 135.44 | 18486 | 98.71 | 67.27 | 6044 | 61.60 | 6485 |Revenues per sh 72.50
oversee the entire operations of the recently | 591 | 623 | 698| 740 | 633 | 519 | 469 | 534 | 670| 613| 685| 7.25 “CashFlow" persh 8.50
merged WPS Resources and Peoples Ener-| 274 | 276| 407| 409| 351| 248 | 158 | 228 | 324| 28| 345| 370 |Earnings persh A 4.25
gy. WPS acquired Peoples in an agreement | 212 | 216 | 220| 224| 228 | 256 | 268 | 272| 272| 272| 272| 272 |Divd Decl'd persh® = 2.80
under which each common share of[ 716 477 778 1031 | 794 | 517 | 701 | 585| 335| 400| 830| 985 |CaplSpending persh 9.00
Peoples was converted into .825 share of | 24.45| 27.18 | 2930 | 3247 | 3561 | 4258 | 40.79 | 37.62 | 3757 | 38.01| 3880 | 39.85 Book Value per sh © 44.25
WPS common. The combination took the [ 3201 | 36.91 | 37.26 | 40.16 | 43.06 | 75.99 | 7599 | 7598 | 77.35 | 77.91| 77.90 | 77.90 |Common Shs Outstg D | 77.90
new name of Integrys Energy Group. All [ 140 149| 115 134 | 147| 214 | 307 | 148 | 147 175 | Boidfiglresare |AvgAnn'lPIE Ratio 12.0
data on this page prior to 2/21/07 are for 6 85 61 n 79| 114 185 99 94| 111| \ValuelLine Relative P/E Ratio 80
WPS Resources only. 55% | 53% | 47% | 4.1% | 44% | 48% | 55% | 81% | 57% | 54% | "™ |Avg Ann'l Divd Yield 5.6%
CAPITAL STRUCTURE as of 12/31/11 2674.9 | 4321.3 | 4890.6 | 6962.7 | 6890.7 | 10292 | 14048 | 7499.8 | 52032 | 4708.7 | 4800 | 5050 |Revenues ($mill) 5650
Total Debt $2425.3 mill. Due in 5 Yrs $1196.8 mill. | 944 | 945 | 1562 | 1574 | 151.6 | 1811 | 1248 | 1782 | 2559 | 2309 | 275| 295 |Net Profit ($mill) 345
LLTTD_ri'étrjsltggazrfeg"kz LT Interest SL16.5mil. 1750 895 | 263% | 16.1% | 22.9% | 22.9% | 32.2% | 29.1% | 415% | 40.4% | 36.1% | 38.5% | 38.5% |Income Tax Rate 385%
(Lea'ses’ Uncapitalizédxl)\nnual rentals $8.5 mill. 32% | 25% | 17% | 10% | 5% | 7% | 58% | 45% | 7% | 4% | 20% | 20% JAFUDC%to Net Profit | 1.0%
Pension Assets-12/11 $1.10 bil. 48.3% | 45.3% | 43.1% | 39.0% | 44.8% | 40.8% | 42.1% | 45.1% | 42.2% | 38.3% | 38.5% | 41.0% |Long-Term Debt Ratio | 43.0%
Oblig. $1.56 bill. | 45.8% | 52.1% | 54.4% | 58.7% | 53.4% | 58.3% | 57.0% | 53.9% | 56.8% | 60.6% | 60.5% | 58.0% |Common Equity Ratio 56.0%
Pfd Stock $51.1 mill.  Pfd Div'd $3.1 mil. 1708.3 | 1926.2 | 2008.6 | 2222.4 | 2871.9 | 5552.0 | 5438.7 | 5304.4 | 51185 | 48845 | 4985 | 5365 |Total Capital ($mill) 6150
gigfgg shs. 5.00% to 6.88%, callable $101 o | 16105 | 18987 | 20026 | 20494 | 25348 | 44638 | 47733 | 49451 | 5013.4 | 5199.1 | 5585 | 6080 |Net Plant ($mill) 7300
.50; sinking fund began 11/1/79. All cumula- ;
tive, $100 par. 70% | 61% | 88% | 8.0% | 6.4% | 45% | 35% | 4.6% 6.2% | 59% | 6.5% | 6.5% |Returnon Total Capl 7.0%
Common Stock 77,904,922 shs. 107% | 9.0% | 13.7% | 11.6% | 9.6% | 55% | 4.0% | 6.1% | 87% | 7.7% | 9.0% | 9.5% |Returnon Shr.Equity | 10.0%
117% | 9.1% | 14.0% | 11.8% | 9.7% | 55% | 3.9% | 6.1% | 87% | 7.7% | 9.0% | 9.5% |Return on Com Equity E| 10.0%
MARKET CAP: $4.2 billion (Mid Cap) 31% | 20% | 66% | 53% | 34% | 0% [ NMF | NMF | 23% | .7% | 20% | 25% |Retained to Com Eq 3.5%
ELECTRIC OPERATING STATISTICS T4% | T9% | 54% | 56% | 65% | 99% | NMF | 118% T4% | 91% | 78% | 73% |All Div'ds to Net Prof 64%
9% Change Retal Sales (KWH) Z%Og 2&13 29,_1% BUSINESS: Integrys Energy Group, Inc. is a holding company for al, 29%; large commercial & industrial, 19%; other, 23%. Generat-
Avg. C &1 Use (KWH) NA NA NA | Wisconsin Public Service, Peoples Gas, and four other utility sub- ing sources: coal, 53%; other, 5%; purchased, 42%. Fuel costs:
Avg. C &1Revs. per KWH (¢) NA NA NA | sidiaries. Has 493,000 electric customers in WI and MI, 1.7 million  62% of revenues. '11 deprec. rates (utility): 2.2%-3.3%. Has 4,600
ggg??gagl Eiﬁnkn%@Mw) g%g g%? giéé gas customers in WI, IL, MN, and MI. Also has retail electric and employees. Chairman, President & Chief Executive Officer: Charles
Annual Load Fector () NA NA NA | 9as marketing operations in the Northeast and Midwest. Electric ~ A. Schrock. Inc.: WI. Address: 130 East Randolph St., Chicago, IL
% Change Customers 2yr-end) +.2 +.4 +.4 | revenue breakdown: residential, 29%; small commercial & industri- ~ 60601-6207. Tel.: 312-228-5400. Internet: www.integrysgroup.com.
Fired Charge Cov. (%) 219 314 302 | Integrys Energy’s gas utilities in 1l- replacement project is under way, and a
ANNUAL RATES Past Past Estd 0911 linois have received rate orders. court overturned a regulatory mechanism
ofchange (persh)  10¥rs.  5vis. to'15/17 | Peoples Gas and North Shore Gas were that had provided recovery of this spend-
Revenues 15% -135%  -5% | granted increases totaling $59.7 million ing through a rider on customers’ bills.
“Cash Flow" 10% -25%  6.0% | based on a 9.45% return on equity. The We expect a substantial earnings in-
Earnings 15% -6.5% 7.0% e : fe i
Dividends 30%  40% ‘5 | State commission made permanent the crease in 2012. This is largely because
Book Value 6.0% 3.0%  25% utilities’ mechanisms that decoupled gas mark-to-market accounting charges, which
Cal- | QUARTERLY REVENUES (5 mill) Fu | revenues and gas volume. New tariffs took are a byproduct of Integrys’ retail energy-
endar |Mar.3L Jun.30 Sep.30 Dec.3l| Year effect in January. ) marketing business, reduced earnings by
2009 13201 1428 1298 1573 | 74998 The company has also received elec- $0.45 a share in 2011. Our profit estimate
2010 | 1903 1015 998 1287 | ;o032 tric rate relief. At the start of 2012, Wis- is at the midpoint of Integrys' targeted
2011 | 1627 1011 939 1132 | 47087| consin Public Service was granted an $8.1 range of $3.35-$3.55 a share. Rate relief
2012 | 1550 1050 1000 1200 | 4800 | million increase, and Upper Peninsula and some growth from energy marketing
2013 | 1650 1100 1050 1250 | 5050 | Power (in Michigan) got a raise of $4.2 ought to help, too. These factors should
Cal- EARNINGS PER SHARE A Full million, based on a 10.2% ROE. produce a solid bottom-line increase in
endar |Mar.3L Jun.30 Sep.30 Dec3l| vear | A 9@s rate case is pending, and other 2013, as well. Mark-to-market gains or
2009 89 45 63 31| 208| regulatory filings are yet to come. In losses are ongoing, however, and make the
2010 95 ‘8 56 91 | 324 | Minnesota, the company is requesting a company’'s earnings tough to predict. ]
2011 | 156 38 47 48 | 288 | $15.1 million (5.8%) rate hike, based on a This stock is more attractive for its
2012 | 155 45 50 95 | 345| 10.75% return on a 50.48% common-equity high dividend yield than for its 3- to 5-
2013 | 1.65 50 55 100 | 370| ratio. A decision is targeted for the second year prospects. Its yield is nearly a per-
Cal- | QUARTERLY DIVIDENDS PAIDE = Full | Quarter. Wisconsin Public Service plans to centage point above the industry average.
endar |Mar31 Jun30 Sep.30 Dec3i| vear | file an electric and gas application this However, because it will likely be a few
2008 | 67 67 67 67 568| SPring, with new tariffs taking effect in years before a dividend hike occurs, and
2009 | 68 68 68 68 77| January. The two gas companies in Illinois the stock is already trading within our
2010 | 68 ‘68 ‘68 68 272| will file petitions later this year. The com- 2015-2017 Target Price Range, long-term
2011 | 68 68 68 .68 272| pany could really use rate relief in this total return potential is unimpressive.
2012 | 68 state because a long-term pipeline- Paul E. Debbas, CFA March 23, 2012

(A) Diluted EPS. Excl. nonrecur. losses: '09,
$3.24; '10, 41¢ net; gains (loss) from disc.
ops.: '07, $1.02; '08, 6¢; '09, 4¢; '11, (1¢). '11
EPS don't add due to rounding. Next earnings
© 2012, Value Line Publishing LLC. Al rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

report due early May. (B) Divids historically
paid mid-Mar., June, Sept. and Dec. = Divid
reinvestment plan avail. (C) Incl. intang. In '11:
$29.74/sh. (D) In mill. (E) Rate base: Net orig.

cost. Rate allowed on com. eq. in WI in '11;
10.3%; in IL in '12: 9.45%; earned on avg.
com. eq, '11: 7.7%. Regulatory Climate: WI,
Above Average; IL, Below Average.

Company’s Financial Strength B++
Stock’s Price Stability 75
Price Growth Persistence 45
Earnings Predictability 45

To subscribe call 1-800-833-0046.




WPD-6 (14)

Page 217 of 220
RECENT PIE Trailing: 17.4'}|RELATIVE DIVD
MGE ENFRGY INC.vogucee 5" 45,900 19.2Ciame E) 40 1.23P% 3.3v il
TMELNESS 4 weersorz | FOY) 508| 25] 320) 0a) B08| 3| 34| e| 33| BI HI 43 Target Price Range
SAFETY 1 newss LEGENDS
—— 1.06 x Dividends p sh
TECHNICAL 3 Lowered 210112 divided by Interest Rate 80
- - Relative Price Strength 1 1=- 60
BETA .60 (1.00 = Market) Options: No — 50
2015-17 PROJECTIONS haded areas indicate recessions — Y .-..H.I" Y I P e pepet 20
Price  Gain Ang’éta?rt]al I/HTTFWW% st Ty I:--"'h" witt 30
Hgh 50 (+10%g 5% .|||TT@ NI MLUAT %5
Low 45 (Nil 3% | I:I.“ 20
Insider Decisions " = . 15
AM I JASOND| L Jd e |
0By 0 4 10100 OO0 [l e et - 10
Options 0 0 0 0 00 00O ECR NI b L S
Sl 000000000 - %TOT.RETURN 2112 [ 2
Institutional Decisions THIS  VLARITH
001 00U QU | percent 6 Ly Sockmeex
Nel a4 gy Shaes 4R I I 3y 640 1638 |
HUS(000) 7588 7649 7491 (LA PETRARRRREFRRARRRRRARRFRRARRARRARRFRRARRARRART A I R AR Sy 607 317
1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [2008 [2009 |2010 [2011 [2012 [2013 | ©VALUELINEPUB.LLC|15-17
1575 | 16.46| 1553 | 16.96 | 1950 | 19.55| 19.75 | 21.89 | 20.84 | 2510 | 24.20 | 24.49 | 26.02 | 2310 | 23.04 | 23.64 | 2330 | 24.35 |[Revenues persh 25.80
241 3.26 359 381 3.89 378 333 294 2.88 3.00 352 3.69 4.02 3.98 414 441 4.40 4.45 |“Cash Flow” per sh 4.90
.82 1.40 1.38 1.48 1.67 1.62 1.69 171 177 157 2.06 2.27 2.38 221 2.50 2.64 2.60 2.70 |Earnings per sh A 315
128 129 1.30 131 1.32 1.33 1.34 1.35 1.36 137 1.39 141 143 1.46 149 152 1.55 1.62 |Div'd Decl'd per sh B = 1.84
1.36 1.35 192 3.16 4.44 241 4.45 452 470 419 441 6.21 4.62 353 2.63 2.82 2.65 2.70 | Cap’l Spending per sh 2.70
1114 | 1125 1134| 1149 | 12.05| 1267 1294 | 1434 | 1659 | 1681 | 17.89 | 1949 | 20.88 | 21.71 | 22.72 | 2384 | 2555 | 25.85 |Book Value per sh 30.05
16.08 | 16.08| 16.08| 16.16 | 1662 | 17.07| 1757 | 1834 | 2039 | 2045 | 20.98 | 2195 | 2290 | 2311 | 2311 | 23.11| 2320 | 23.30 [Common Shs Outst'gC | 23.50
28.1 145 16.2 14.0 117 14.8 16.0 175 18.0 224 15.9 15.0 14.2 15.1 15.0 15.8 | Bold figyres are |Avg Ann’l P/E Ratio 15.0
1.76 84 84 .80 .76 .76 87 1.00 95 | 119 .86 .80 85| 1.01 .95 99 | ValuelLine Relative P/E Ratio 1.00
55% | 6.3%| 5.8%| 6.3% | 67% | 55%| 5.0% | 45% | 43% | 39% | 43% | 41% | 42% | 44% | 40% | 36%| ="' |Avg Ann'lDivd Yield 3.6%
CAPITAL STRUCTURE as of 12/31/11 3471 | 4015 | 4249 | 5134 | 5075 | 537.6 | 596.0 | 533.8 | 532.6 | 546.4 545 560 |Revenues ($mill) 645
Total Debt $363.6 mill. Due in 5 Yrs $18.2 mill. 292 | 306| 338| 321 | 424| 488 | 528| 510 | 577 609| 60.0| 64.0 |NetProfit ($mill) 740
LT Debt $360.9 il gy merest $12.0mil 39.1% | 39.4% | 37.9% | 38.2% | 37.9% | 36.3% | 35.5% | 35.6% | 36.9% | 37.1% | 37.0% | 37.0% |Income Tax Rate 37.0%
(LT interest earned: 5.8x) Ll el | 22m | 20% | 2.0% | 2.0% |AFUDC % to Net Profit | 2.0%
Leases, Uncapitalized Annual rentals $2.4 mill. 45.8% | 43.5% | 37.4% | 39.3% | 38.7% | 35.2% | 36.3% | 39.0% | 38.9% | 39.6% | 39.5% | 39.5% |Long-Term Debt Ratio 38.0%
Pension Assets-12/11 $173.3 mill. 54.2% | 56.5% | 62.6% | 60.7% | 61.3% | 64.8% | 63.7% | 61.0% | 61.1% | 60.4% | 60.5% | 60.5% |Common Equity Ratio 62.0%
Obligation $283.7 mill. 4195 | 4653 | 5405 | 5662 | 6126 | 660.1 | 750.6 | 822.7 | 859.4 | 9119 | 980 | 1030 |Total Capital ($mill) 1140
Pfd Stock None 4515 | 5375 | 6074 | 667.7 | 7284 | 844.0 | 901.2 | 939.8 | 968.0 | 995.6 | 1020 | 1030 |Net Plant ($mill) 1100
Common Stock 23,113,638 shs. 81% | 78% | 7.1% | 66% | 7.8% | 81% | 7.7% | 69% | 7.6% | 7.8% | 7.0% | 7.5% |Return on Total Cap'l 9.0%
as of 2/1/12 12.8% | 11.6% | 10.0% | 9.3% | 11.3% | 11.4% | 11.0% | 10.2% | 11.0% | 11.1% | 9.5% | 10.5% |Return on Shr. Equity 12.0%
MARKET CAP: $1.1 billion (Mid-Cap) 12.8% | 11.6% | 10.0% | 9.3% | 11.3% | 11.4% | 11.0% | 10.2% | 11.0% | 11.1% [ 9.5% | 10.5% |Return on Com Equity P| 12.0%
ELECTRIC OPERATING STATISTICS 26% | 25% | 23% | 12% | 37% | 43% | 44% | 34% | 44% | 47% | 4.0% | 4.0% |Retained to Com Eq 55%
. ) 2009 2010 2011 79% 79% % | 8% 67% 62% 60% | 66% 60% 57% | 60% 60% |All Div'ds to Net Prof 58%
;(“vg“‘%’[}%ifﬁ‘s"e”&aﬁﬂ)‘KWH) 21363"% 2*5173 2+603§ BUSINESS: MGE Energy Inc. is a holding company for Madison  10%. Generating sources, '11: coal, 55%; purchased power, 38%;
Avg. Indust. Revs. per KWH (¢) 6.67 7.51 7.38 | Gas and Electric, which provides electric service to approximately natural gas and other, 7%. Fuel costs: 23% of revenues. '11
Capacity at Peak (Vn) NA NA  NA | 139,000 customers in a 316-square-mile area of Dane County and reported depreciation rate: electric, 3.2%; gas, 1.6%. Has 712 em-
iﬁﬁh;oﬂédsgm?r(ww) Nﬁ 8,\?5-\ 7,\32 gas service to 144,000 customers in 1,631 square miles in seven ployees. Chairman, President & CEO: Gary J. Wolter. Inc.: Wiscon-
%ChangeCustomerseavg‘) NA NA NA | counties in Wisconsin. Electric revenue breakdown, '11: residential, ~sin. Address: 133 South Blair St., P.O. Box 1231, Madison, WI
33%; commercial, 52%; industrial, 5%; public authorities and other, 53701-1231. Telephone: 608-252-7000. Internet: www.mge.com.
Fixed Charge Cov. (%) NA NA NA MGE Ener P : f
—— gy posted record earnings service area. A strong regional economy
OAfNC'#;QeL(;ﬂBS jpast Past Bstd 09111 of $2.64 a share in 2011. The Wisconsin ought to drive population growth and
Revenues 2.0% . 10% | electric and gas utility benefited from bru- power demand in and around the hub city
“Cash Flow” 1.0% 6.0%  15% tally cold weather and strong heating of Madison. At the same time, heavy in-
Earninge T 2% 40% | demand early in the year (first-quarter dustry, which tends to go through up-and-
Book Value 65% 6.0% 40% | average daily temperature in MGE's serv- down cycles, should remain just a small
cal QUARTERLY REVENUES (8 mill) ol ice area: 24.2 degrees). Hot summer fraction of MGE's customer base.
enga;r Mar3l Jun.30 Sep.30 Dec 3l Y:ar weather, meanwhile, had customers blast- The company remains a decent invest-
- - : : ing their air conditioners, which boosted ment play on renewable energy (RE).
%8(1)8 igé% ig;? iggg iggg gggg power demand and company profits in the Through wholly owned facilities and long-
2011 |1646 1173 1336 1309 | 5464 September interim. EIm Road 2 also pro- term purchase agreements, MGE has
2012 |160 118 124 143 | 545 | vided a nice lift in 2011. The clean- nearly 140 megawatts of RE (generation)
2013 165 122 127 146 |560 | burning, coal-fired unit entered commer- capacity. What's more, it continues to have
cal EARNINGS PER SHARE A il cial operation in January of last year. good success marketing generally higher-
enga;r Mar3l Jun30 Sep.30 Dec.3l Y:ar Earnings may decline in 2012, due to cost, zero-emission power and is in early
2000 o 3 = 5 | 201 tough weather comparisons. March, for compliance with renewable portfolio stan-
2010 ‘6 50 86 5 | 250 example, has so far been unseasonably dards.
2011 77 55 o1 21 | 264 | warm throughout much of the Midwest. MGE shares are ranked 4 (Below
2012 65 55 78 62 | 260| On the plus side, the Public Service Com- Average) for relative year-ahead price
2013 | 68 57 80 .65 | 270| mission of Wisconsin recently authorized performance. At the current quotation,
Cal- | QUARTERLY DIVIDENDS PAID & = Ful MGE to increase electric and gas rates by long-term total return potential doesn't
endar |Mar3l Jun30 Sep.30 Dec3l| Year 4.3% and 0.3%, respectively. The higher stand out, either. To its credit, the utility
- - : y assessments will help cover updated EIm has an enviable record of dividend in-
%ggg 325 325 32%7 32%7 1-42 Road costs as well as new energy- creases (27 straight years and counting).
2010 '36&%471 '36&%471 '375‘11 '375‘11 %29 efficiency programs. Nevertheless, more-competitive yields can
2011 | 3751 3751 3826 826 | 152 | The long-term earnings trend should now be found elsewhere within the utility
2012 | 3826 remain positive, reflecting favorable industry.
demographics within MGE’s Dane County Nils C. Van Liew March 23, 2012

(A) Excl. nonrecurring loss: '96, 42¢. Next [able. (C) In millions. (D) Rate allowed on com-
earnings report due mid-May. (B) Dividends | mon equity in '11: 10.4%; earned on average

historically paid in mid-March, June, Septem- | common equity,

'11:  10.3%. Regulatory

ber, December. = Dvd. reinvestment plan avail- | Climate: Above Average.
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SAFETY 2 lowered1501 | LEGENDS
—— 0.90 x Dividends p sh 64
TECHNICAL 3 Lovered 11411 divided by Interest Rate
.-+« Relative Price Strength _— ~ 48
BETA .70 (1.00 = Market) Options: Yes . — | | | 0 f====egeeees 40
2015-17 PROJECTIONS haded areas indicate recessions - —r [ ! [ r [ 0
. ~ Ann’l Total | [RTTI  PPONOIRT LI TTRA (ST TR ) @ e Ly .-""|||'I ‘e 2
) Price  Gain Return LA oL U IR [ [T 20
High 45 (+5o%g 14% T[T 1 T 16
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Insider Decisions e 12
AMJ JASOND| "™ | ™ oo
By 00000O0O0OO e 8
Optons 0 1 0 0 000 7 2 hoa e, e, as?) L6
Sl 010000082 T e % TOT. RETURN 2/12
Institutional Decisions THIS  VLARITHY
2Q2011  3Q2011  4Q2011 Percent 12 Lur SngC7K IN_DOE);1 L
bl 100 o0 oy |gnaes 8 N o — A EPTTRAAN (V111111 T T 3y 648 1638 |
Hids(000) 44109 42996 44409 Tt A e R R R R ER Sy 351 317
Vectren was formed on March 31, 2000 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [2008 |2009 | 2010 |2011 [2012 2013 | ©VALUELINEPUB.LLC|15-17
through the merger of Indiana Energy and | 2653 | 21.00 | 22.26 | 26.62 | 26.83 | 29.88 | 30.67 | 25.76 | 26.06 | 28.39 | 29.15 | 30.65 |Revenues per sh 3350
SIGCORP. The merger was consummated | 343 | 317 | 327 | 387 | 369| 429 | 397 | 440 | 444| 472| 520| 560 |“Cash Flow" persh 6.80
with a tax-free exchange of shares and has| 168 | 156 | 142| 181 | 144 | 18| 163 | 179 | 165| 173| 185| 200 [Earnings persh A 250
been accounted for as a pooling of interests. | 107 | 111| 115| 119| 123 | 127 | 131| 135| 137| 139| 141| 143 |DivdDecldpersh Bst | 160
Indiana Energy common stockholders | 322 312 366| 304 | 370 | 438 | 483 | 533 | 339| 392| 450| 535 |Cap'lSpending persh 6.80
received one Vectren common share for| 1279 | 1418 | 1442 | 1501 | 1543 | 16.16 | 1668 | 17.23 | 1761 | 17.89 | 1805 | 19.05 Book Value persh © 21.00
each share held. SIGCORP stockholders [ 68.01 | 75.60 | 7590 | 76.19 | 76.10 | 76.36 | 8103 | 8110 | 81.70 | 81.90 | 83.00 | 84.00 |Common Shs Outstg © | 88.00
exchanged each common share for 1.333 [ 142 148 | 176| 151| 189 | 153 | 168 | 129 | 150| 151 Boldfiglresare |AvgAnn'lP/E Ratio 150
common shares of Vectren. .78 84 93 .80 1.02 81 1.01 .86 .95 97 Value|Line Relative P/E Ratio 1.00
CAPITAL STRUCTURE as of 12/31/11 45% | 48% | 46% | 44% | 45% | 45% | 48% | 59% | 55% | 55% | "' |Avg Ann'l Divid Yield 4.3%
Total Debt $1849.4 mill. Due in 5 Yrs $679.0 mill. | 18043 | 1587.6 | 1689.8 | 2028.0 | 2041.6 | 2281.9 | 2484.7 | 2088.9 | 21295 | 23252 | 2420 | 2575 [Revenues ($mill) 2950
LLTT[?"‘tbt$1t559-6 g‘_"gl LT Interest $94.0 mill 1140 | 1102 | 1080 | 1368 | 1088 | 1431 | 1290 | 1450 | 1337 | 1416| 155| 170 |Net Profit ($mill) 220
(LT interest earned: 3.1x) 254% | 25.3% | 26.5% | 24.4% | 21.8% | 34.7% | 37.1% | 265% | 35.8% | 37.9% | 36.0% | 36.0% |Income Tax Rate 35.0%
Pension Assets-12/11 $261.0 mill. 46% | 45% | 3.0% | 14% | 3.8% | 28% | 2.9% | 41% | 41% | 40% | 35% | 3.5% |[AFUDC % to Net Profit 3.5%
Oblig. $329.2mill. | 52.3% | 50.0% | 48.1% | 51.2% | 50.7% | 50.2% | 48.0% | 52.4% | 49.9% | 51.6% | 52.0% | 52.0% |Long-Term DebtRatio | 52.0%
Pfd Stock None 47.7% | 50.0% | 51.8% | 48.8% | 49.3% | 49.8% | 52.0% | 47.6% | 50.1% | 48.4% | 48.0% | 48.0% |Common Equity Ratio 48.0%
1824.4 | 21447 | 21115 | 2341.3 | 2382.2 | 2479.1 | 2599.5 | 2937.7 | 2874.1 | 3025.0 | 3125 | 3350 |Total Capital ($mill) 3850
Common Stock 81,934,781 shs. 1648.1 | 2003.7 | 2156.2 | 2251.9 | 23855 | 2539.7 | 2720.3 | 2878.8 | 2955.4 | 3032.6 | 3100 | 3200 |Net Plant ($mill 3500
as of 1/31/12 T7% | 66% | 64% | 7.2% | 6.0% | 7.2% | 65% | 6.3% 6.1% | 6.1% | 6.0% | 6.5% |Returnon Total Cap'l 7.0%
131% | 104% | 9.9% | 12.0% | 9.3% | 11.6% | 9.5% | 10.4% 9.3% | 95% | 9.5% | 10.0% |Returnon Shr. Equity 12.0%
MARKET CAP: $2.4 billion (Mid Cap) 13.1% | 104% | 9.9% | 12.0% | 9.3% | 11.6% | 95% | 104% | 9.3% | 9.7% | 9.5% | 10.5% [Return on Com Equity E | 12.0%
ELECTRIC OPERATING STATISTICS 48% | 3.0% | 19% | 40% | 13% | 38% | 20% | 26% | 1.6% | 19% | 25% | 3.0% |Retainedto Com Eq 4.5%
2009 2010 201L | 63% | 71% | 81% | 66% | 86% | 67% | 80% | 75% | 83% | 80% | 76% | 71% |All Divids to Net Prof 64%
% Change Retail Sales (KWH) 53 115 -3 - - - -
Avg. Indust. Use (MWH) NA NA NA | BUSINESS: Vectren is a holding company formed through the commercial, 24%; other, 9%. Also provides energy-related products
Avg. Indust, Revs. per KWH (¢) NA  NA  NA | merger of Indiana Energy and SIGCORP. Supplies electricity and and services and has an investment subsidiary. Estd plant age:
gggﬁ%yaﬁlgifnkrég%w) ﬂgg %ggg %g% gas to an area nearly two-thirds of the state of Indiana. Owns gas electric, 8 years. '11 deprec. rate: 4.9%. Has 4,500 employees.
Annual Load Factor (% 562 581 57.1 | distribution assets in Ohio. Has a customer base of 1,134,900. Chairman, President, & CEO: Carl Chapman. Incorporated: IN. Ad-
%Change()uslomersgyr-end) -2 +.3 -- | 2011 Electricity revenues: residential, 36%; commercial, 27%; in- dress: One Vectren Square, Evansville, Indiana 47708. Telephone:
- dustrial, 36%; other, 1%. 2011 Gas revenues: residential, 67%; 812-491-4000. Internet: www.vectren.com.
Fixed Charge Cov. (%) 280 303 347 - — - - -
ANNUAL RATES _Past Past Estd 0911 Shares of Vectren have traded in a transmission pipeline repairs, and other
ofchange (persh) 10Yrs.  5vs, to'1s17 | holding pattern over the past three services, too. Construction activity is ex-
Revenues 25%  35%  4.0% months. The company posted solid top- pected to remain strong as utilities and
;‘E%?r?ifr‘]':s'ow” g-g‘;//o i-gﬁf 76%’ line growth, but share net of $0.56 came in pipeline operators continue to replace
Dwidess 3B 30% 280 | below our estimates and only matched the their aging natural gas and oil infrastruc-
Book Value 40% 35%  3.0% prior-year tally. Even so, the bottom line ture, and as the need for additional shale
; increased at a moderate clip for full-year gas and oil infrastructure becomes more
eﬁg; MaQ,_U3/'\1RTJEuRr|{?{3ROE\@F§JI E3SO($SE|£'_)31 fgyr 2011. The utility business reported solid prevalent. However, we anticipate further
2009 | 7952 3755 3496 568.6] 20889 Fesults, and the nonutility operations (ex- losses at ProLiance, as unfavorable mar-
2010 | 7403 2022 427 5ea1| 21205 cluding gas-marketer ProlLiance) posted ket conditions should continue to result in
2011 | 6826 4758 5394 6274| 23252 impressive growth. This was partly offset depressed asset optimization op-
2012 | 690 510 540 680 | 2420 | by losses incurred at ProLiance. The com- portunities. Overall, though, we look for
2013 | 740 540 575 720 | 2575 | pany divested retail gas marketing subsid- moderate growth in revenues and share
Cal- EARNINGS PER SHARE A Full iary Vectren Source at yearend. The sale earnings for 2012 and 2013. )
endar |Mar3L Jun.30 Sep.30 Dec.31| vear | Of this energy-marketing line (which is This stock has fallen a notch in
2009 90 07 15 67 | 179 separate from ProLiance) reflects Vec- Timeliness since our December
2010 | 78 11 20 56 | 164| tren’s strategy to deemphasize its com- review, and is now neutrally ranked for
2011 | 55 18 43 56 | 173 | modities businesses. year-ahead performance. Looking further
2012 60 20 40 65 | 185| Healthy results will probably contin- out, we anticipate higher revenues and
2013 65 25 45 65 | 200| ue going forward. The company’s utility share earnings for the company by 2015-
Cal- | QUARTERLY DIVIDENDSPAIDB= | puy | DUSinesses should post steady growth, as- 2017. Moreover, Vectren earns good marks
endar |Mar31 Jun30 Sep30 Dec3l| Year | SUMING normal weather in the electric for Safety, Price Stability, and Earnings
2008 | 325 25 a5 335 |131 | Service territory and that challenges in the Predictability. From the present quotation,
2009 | 335 335 335 340 |135 | 9@s service territory are largely mitigated this equity has solid risk-adjusted total re-
2010 | 340 340 340 345 |137 | through rate design and other regulatory turn potential, considering its healthy div-
2011 | 345 345 345 350 |139 | mechanisms.  Vectren's infrastructure idend yield. Conservative, income-seeking
2012 |.350 services operations ought to further investors may find these shares attractive.
benefit from healthy demand for work on Michael Napoli, CFA March 23, 2012

(A) Diluted EPS. Excl. nonrecur. gain (loss):
'01, (13¢); '03, (6¢); '09, 15¢. Earnings may not
sum due to rounding. Next egs report due in
May. (B) Div'ds historically paid in early March,
© 2012, Value Line Publishing LLC. All rights reserved.

June, September, and December. =Div'd rein-
vest.
avail. (C) Incl. intang. In '11, $5.96/sh. (D) In
millions. (E) Electric rate base determination:
Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product

fair value. Rates allowed
plan avail. t Shareholder invest. plan
common equity in '11:
Climate: Above Average.

equity range from 10.15% to 10.4%; earned on

on elect. common | Company'’s Financial Strength A
Stock’s Price Stability
Price Growth Persistence

Earnings Predictability

9.7%. Regulatory

To subscribe call 1-800-833-0046.
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SAFETY 1 Raised3nn2 | LEGENDS
—— 1.24 x Dividends p sh
TECHNICAL 3 Raised 120112 divided by Interest Rate 80
- -+ +. Relative Price Strength 2-f0r-1 P 60
BETA .65 (1.00 = Market) %f(l)iro-%sg[%llgs 311 4 o 50
2015-17 PROJ ECTIAOn’r:l’lsTotaI haded areas indicate recessions ||| . | | |~ | | ] @ |=====q====- 40
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Insider Decisions et [TTPTOITIL 15
AMJJASOND i S
0Bly 00000000O -I-m gy — o 10
opions 08 00124021 T 75
wSel 080013402 | o T e o | e L oo g [ e e e T T %TOT.RETURN 2/12 |
Institutional Decisions | RAIN RS K Rt oPoeae’ oo e ot THIS  VLARITH
20011 3Q201L 4011 STOCK  INDEX
to Buy Q171 Q178 Q188 Eﬁ;ﬁssm 182 L \ lyr. 191 0.4
to Sell 155 158 175 | traded 4 L LT L LT g T T T Ty 1Ty I 3yr. 885 1638 [_
HIds(000) 160735 150649 158257 T T I Sy. 643 317
1996 | 19971998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [ 2007 [2008 [2009 [2010 [2011 (2012 |2013 | ©VALUELINEPUB.LLC|15-17
7.94 793 8.56 956 | 1414 | 17.02| 1610 | 1712 | 1466 | 1631 | 17.08 | 18.12 | 18.95 | 17.65 | 17.98 | 19.46 | 19.15| 20.65 |Revenues persh 2350
2.13 148 2.06 2.26 224 272 2.84 2.86 2.58 2.89 2.90 2.98 2.95 311 3.30 3.68 3.35 4.25 |“Cash Flow” per sh 5.00
.99 27 83 94 54 92 1.16 113 93 128 132 142 152 1.60 1.92 2.18 2.25 2.40 |Earnings per sh A 2.75
.75 a7 .78 .78 .69 40 40 40 42 44 46 .50 54 .68 .80 1.04 1.20 1.36 |Div'd Decl'd per sh B= 1.80
177 1.56 1.76 222 2.64 3.01 254 2.95 2.85 340 417 5.28 4.86 350 341 3.60 3.35 3.20 |Cap'l Spending per sh 3.25
8.71 8.25 8.23 8.44 8.50 8.91 9.22 9.96 | 1065 | 1146 | 12.35| 1325 | 1427 | 1526 | 1626 | 17.20 | 17.65 | 18.15 |Book Value persh © 20.25
223.36 | 225.73 | 231.21 | 237.81 | 237.29 | 230.84 | 232.06 | 236.85 | 233.97 | 233.96 | 233.94 | 233.89 | 233.84 | 233.82 | 233.77 | 230.49 | 227.00 | 223.00 |Common Shs Outst'g D | 223.00
143 473 18.0 133 18.7 12.1 105 124 175 145 16.0 16.5 148 133 14.0 14.2 | Bold figyres are |Avg Ann’l P/E Ratio 145
.90 2.73 94 .76 1.22 62 57 71 92 a7 .86 .88 89 89 89 .90 ValuejLine Relative P/E Ratio .95
5A% | 6.0%| 5.2%| 6.3% | 6.8% | 3.6%| 3.3% | 28% | 26% | 24% | 22% | 21% | 24% | 32% | 30% | 33%| ="' |AvgAnn'lDivd Yield 45%
CAPITAL STRUCTURE as of 12/31/11 3736.2 | 4054.3 | 3431.1 | 3815.5 | 3996.4 | 4237.8 | 4431.0 | 4127.9 | 4202.5 | 4486.4 | 4350 | 4600 |Revenues ($mill) 5250
Total Debt $5316.8 mill. Due in 5 Yrs $1913.0 mill. | 2708 | 269.2 | 2212 | 3048 | 313.7 | 337.7 | 359.8 | 3784 | 4556 | 5140 | 525| 550 |Net Profit ($mill) 645
Hch;?;g%%i3cr2"!ianzLerl|2§sr§s5t $258.5mill. 37405 | 355% | 37.5% | 32.9% | 35.8% | 39.1% | 37.6% | 36.5% | 35.4% | 339% | 36.5% | 36.5% |Income Tax Rate 36.5%
(LT interest earr}ed:pij) ' 4.1% | 6.9% | 10.0% | 12.5% | 19.0% | 23.8% | 27.2% | 25.0% | 18.6% | 16.4% | 10.0% | 7.0% |AFUDC % to Net Profit 6.0%
Leases, Uncapitalized Annual rentals $16.3 mill. 59.8% | 59.9% | 56.2% | 52.8% | 51.3% | 50.3% | 54.8% | 51.9% | 50.6% | 53.6% | 54.0% | 54.0% |Long-Term Debt Ratio 53.0%
Pension Assets-12/11 $1.26 bill. 39.6% | 39.6% | 43.3% | 46.7% | 48.2% | 49.2% | 44.8% | 47.7% | 49.0% | 46.0% | 46.0% | 45.5% |Common Equity Ratio 46.5%
, _Oblig. $1.33bill. 1'5400,3 [ 5963.3 | 5762.3 | 57415 | 5992.8 | 6302.1 | 7442.0 | 7473.1 | 77645 | 8608.0 | 8755 | 8890 |Total Capital ($mill) 9650
gg(’)gg%cgh?g-go'},}:)"-s;lOOP;‘;rDQ’aﬁaﬁlléza[“é”ml_ 4398.8 | 5026.1 | 5903.1 | 6362.9 | 70525 | 76812 | 8517.0 | 9070.5 | 96015 | 10160 | 10675 | 10990 |Net Plant ($mill 11650
44,498 shs. 6%, $100 par. ' 71% | 63% | 56% | 7.0% | 6.6% | 7.0% | 6.3% | 64% | 75% | 7.5% | 75% | 7.5% [Return on Total Cap'l 8.0%
Common Stock 230,461,537 shs. 12.5% | 11.3% | 8.8% | 11.2% | 10.7% | 10.8% | 10.7% | 10.5% | 11.9% | 12.9% | 13.0% | 13.5% |Return on Shr. Equity 14.5%
as of 1/31/12 12.6% | 11.4% | 8.8% | 11.3% | 10.8% | 10.9% | 10.7% | 10.6% | 12.0% | 12.9% | 13.0% | 13.5% |Return on Com Equity E| 14.5%
MARKET CAP: $8.1 billion (Large Cap) 83% | 74% | 49% | 75% | 71% | 7.1% | 7.0% | 6.2% 7.0% | 6.8% | 6.0% | 6.0% |RetainedtoCom Eq 5.5%
ELECTRIC OPERATING STATISTICS 35% 35% 45% 34% 35% 35% 35% 42% 41% 47% 53% 56% |All Div'ds to Net Prof 62%
9% Change RetalSales (KWH) 2—080.? 2+%18 20_1% BUSINESS: Wisconsin Energy Corporation is a holding company mercial & industrial, 24%; other, 9%. Generating sources: coal,
Avg. Indust, Use (MWH) NA NA NA | for We Energies, which provides electric, gas & steam service in  54%; gas, 7%; hydro, 1%; wind, 1%; purchased, 37%. Fuel costs:
Avg. Indust. Revs. per KWH (¢) 6.57 NA NA | Wisconsin. Customers: 1.1 mill. elec., 1.1 mill. gas. Acq'd WICOR  42% of revs. '11 reported deprec. rate (utility): 2.8%. Has 4,600 em-
g?ﬁ???aﬁ‘@ﬁ%kn%w) 58’\1% 59"(‘)% Nﬁ 4/00. Discontinued pump-manufacturing operations in '04. Sold  ployees. Chairman, President & CEO: Gale E. Klappa. Inc.: WI. Ad-
Annual Load Faclor (% NA NA NA Point Beach nuclear plant in '07. Electric revenue breakdown: dress: 231 W. Michigan St., P.O. Box 1331, Milwaukee, WI 53201.
% Change Customers (yr-end) +2 +.3 +.2 | residential, 36%; small commercial & industrial, 31%; large com-  Tel.: 414-221-2345. Internet: www.wisconsinenergy.com.
Fied Charge Cov. (1) 281 312 339 | Wisconsin Energy is striving to raise hike of $17.5 million (9.9%), based on a
ANNUAL RATES Past Past Estd 0911 1ES dividend payout ratio. As recently 10.4% return on equity. In January, the
ofchange (persh)  10¥is.  5vis.  to'is17 | @S 2008, this was below 40%. The double- utility self-implemented a $7.7 million in-
Revenues 3.0% 3.0%  4.0% digit increases that the board of directors crease. New rates will take effect in July.
E%?;?]Fslow” ‘3‘%3’ lg-%‘;f é-g‘(’,f has declared in the past few years (and A renewable-energy project was com-
Dds 30% 140% 133% | again in the first quarter of 2012) have pleted in 2011, and another is under
Book Value 65% 7.0%  3.5% brought the payout ratio to its highest construction.d The utility built ? t1)62-
; level in more than a decade. Now, the com- megawatt wind project at a cost of about
eﬁg; Ma?%/'\lRTJEE,L]S%EVggg%%@&”231 Eé‘elllr pany has set a goal of having a 60% pay- $360 million. It is constructing a 50-mw
2000 11392 8425 8219 10673 |a127g] out ratio by 2014—a year earlier than pre- biomass plant at an estimated cost of $245
2010 12486 8909 9732 1089.8 42025 | Viously planned. _ million-$255 million. This is expected to be
2011 13287 9917 10528 11132 |44age4 | We look for earnings growth to con- in service by year-end 2013. These projects
2012 [1250 975 975 1150 |4350 | tinue in 2012 and 2013. This year, the will help the company comply with Wis-
2013 [1350 1000 1000 1200 |4600 | Wisconsin commission is allowing the com- consin’s renewable energy requirements.
Cal- EARNINGS PER SHARE A Ful | Pany to raise its earnings by suspending Finances are solid. In 2010, the fixed-
endar |Mar.3L Jun.30 Sep.30 Dec3l| vear | $140.1 million of regulatory amortization, charge coverage was at its highest level in
2000 50 27 5 28 | 160] 1N lieu of a rate increase. We also look for many years, and it improved in 2011. The
2010 55 37 7 53 | 192 | @ stock buyback; Wisconsin Energy is au- common-equity ratio and earned returns
2011 | 72 41 55 49 | 218 | thorized to repurchase up to $200 million. on equity are healthy, too. We have raised
2012 75 ) 53 55 | 225| Rate relief in Michigan (see below) should the company’s Financial Strength rating
2013 80 45 5 59 | 240| help, too. Our 2012 share-earnings esti- from B++ to A and have lifted the stock’s
Ba mate is within management's targeted Safety rank a notch, to 1 (Highest).
eﬁg; MgggiiTEJFﬁLnYSD(I)VIDSEeh:)DgOPAlgeQ31 YF:;L range of $2.24-$2.29. The utility plans to This stock’s dividend yield is below
2008 | 135 135 135 135 5 file a general rate case in Wisconsin in the industry average, but rapid divi-
2009 | 160 169 169 169 68 late March, with new tariffs taking effect dend growth should produce a 3- to 5-
2010 | 20 20 20 20 ‘g0 | at the start of 2013. year total return that is somewhat su-
2011 | 26 26 26 2 104 | The company’s Michigan utility has a perior to its peers.
2012 | 30 rate case pending. It requested a tariff Paul E. Debbas, CFA March 23, 2012

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

99, (5¢);
net; ‘04,

'00, 10¢ net; '02, (44¢); '03, (10¢)
(42¢); gains on disc. ops.: '04, 77¢;

‘05, 2¢; '06, 2¢; 09, 2¢; '10, 1¢; '11, 6¢. '11

paid

reinvestment plan avail. (C) Incl. intang. In '11:
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EPS don’t add due to rounding. Next earnings | $7.29/sh. (D) In mill., adj. for split. (E) Rate
report due early May. (B) Div'ds historically

in early Mar., June, Sept. & Dec. = Div'd

base: Net orig. cost. Rates allowed on com. eq.
in '10: 10.4%-10.5%; earned on avg. com. eq.,
'11: 13.1%. Regulatory Climate: Above Avg.

Company’s Financial Strength A
Stock’s Price Stability 100
Price Growth Persistence 90
Earnings Predictability 95

To subscribe call 1-800-833-0046.
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ANNUAL RATES  Past

Past Est'd '08-'10

of change (persh) 10 Yrs. 5Yrs.  to'14-'16
Revenues -5%  1.0%  3.0%
“Cash Flow” -2.0% 1.0% 4.5%
Earnings -1.0% 4.0% 5.0%
Dividends -4.0% 4.0% 5.0%
Book Value - 4.0% 4.5%
Cal- QUARTERLY REVENUES ($ mill.) Full
endar [Mar.31 Jun.30 Sep.30 Dec.31| VYear
2008 | 3028 2615 2852 2708 (11203
2009 | 2695 2016 2315 2618 | 9644
2010 | 2807 2308 2629 2567 (10311
2011 | 2817 2438 2832 2763 (10850
2012 | 2950 2650 2950 2850 {11400
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2008 .35 24 51 .36 1.46
2009 .38 .25 A48 37 1.49
2010 .36 .29 .62 .29 1.56
2011 42 33 .69 31 1.75
2012 45 .35 .65 40 1.85
Cal- QUARTERLY DIVIDENDS PAID B = Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 | .23 23 2375 2375 .94
2009 | 2375 2375 245 245 97
2010 | 245 245 2525 2525 1.00
2011 | 2525 2525 .26 .26 1.03
2012 | .26

earnings growth goal in 2012. The com-
pany targets 5%-7% average annual profit
growth, and is usually able to achieve this,
thanks largely to rate relief its utilities ob-
tain every year. Several rate cases are
pending (see below). Our 2012 share-net
estimate is at the upper end of manage-
ment's targeted range of $1.75-$1.85.

As usual, Xcel is very active in the
regulatory arena. Northern States
Power (NSP) is awaiting an order in Min-
nesota on a settlement that would provide
an additional $14.8 million in 2012, over
and above the rate relief that was granted
for 2011. The utility plans to file another
petition in the state in November. NSP re-
ceived tariff hikes in Wisconsin of $12.2
million (electric) and $2.9 million (gas) at
the start of the new year. The utility filed
for $14.6 million in South Dakota, and is
seeking an interim increase of $12.7 mil-
lion. Public Service of Colorado applied for
an electric tariff hike of $141.9 million, but
its request for an interim raise of $100
million was rejected. Southwestern Public
Service (SPS) was granted a base rate in-
crease of $13.5 million in New Mexico at
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Institutional Decisions THIS VL ARITH*
STOCK INDEX
oy T e T B
to Sell 184 166 164 | yaded 5 [T T T ot by LT HHnnnmamin 3yr. 688  9L9 [
HIds(000) 201091 289658 296827 A ATIRERTR AR ERARRARRARFRAAREREREREVRRARRERAAR RARRARRARRRARRRRRRARA)RAARR 0L R RERERRETREIR Sy 484 216
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 [ 2004 | 2005 {2006 [2007 |2008 [2009 [2010 (2011 |2012 | ©VALUELINEPUB.LLC|14-16
1884 | 1922 | 1832 | 1846 | 1842 | 3411 4356 | 2389 | 19.90 | 2084 | 2386 | 24.16 | 2340 | 24.69 | 21.08 | 21.38 | 22.35| 23.30 |Revenues per sh 26.50
430 433 392 430| 413| 412 509, 314| 335| 327 | 328| 361 | 345 | 350 348 | 351| 385| 4.10 |“Cash Flow" persh 450
19| 191| 161| 184| 143| 160 227 42 123 127| 120| 135 | 135| 146 149 | 156| 175 185 |Earnings persh A 2.00
134 137 140| 143| 145| 148| 150| 113 75 81 85 88 91 94 97| 100| 1.03| 1.06 |Div'dDecl'dpersh®s= 1.30
294 299 290| 299| 1387 | 363 740| 604| 249 | 319| 325| 400 | 489 | 4.66 391 | 460| 410| 5.20 Cap'l Spending per sh 450
1487 | 1546 | 1589 | 16.25| 1642 | 1637 17.95| 11.70 | 12.95| 1299 | 1337 | 1428 | 1470 | 1535 | 1592 | 16.76 | 17.50 | 18.35 |Book Value per sh € 20.75
136.35 | 138.13 | 149.24 | 152.70 | 155.73 | 339.79 | 345.02 | 398.71 | 398.96 | 400.46 | 403.39 | 407.30 | 428.78 | 453.79 | 457.51 | 482.33 | 486.00 | 489.00 |Common Shs Outst'g P | 515.00
116| 125| 155| 152| 166 | 143| 124| NMF| 116 | 136| 154 | 148 | 167 | 137 127 141 140 Avg Ann'l P/E Ratio 14.0
.78 .78 89 79 .95 93 64 | NMF .66 72 82 .80 89 82 85 .90 .90 Relative P/E Ratio .95
59% | 57%| 56%| 51% | 61% | 64% | 53% | 6.6% | 52% | 47% | 46% | 44% | 40% | 47% | 51% | 45% | 42% Avg Ann’l Div'd Yield 4.7%
CAPITAL STRUCTURE as of 9/30/11 15028 | 9524.4 | 7937.5 | 8345.3 | 9625.5 | 9840.3 | 10034 | 11203 | 9644.3 | 10311 | 10850 | 11400 |Revenues ($mill) 13700
Total Debt $9962.6 mill. Due in 5 Yrs $1962.4 mill. | 7847 | 1776 | 510.0 | 5269 | 499.0 | 568.7 | 575.9 | 645.7 | 6855 | 727.0 | 845| 895 |Net Profit ($mill) 1065
LT Debt 39450.2 Ml rgon pmicrest SO14.3 Ml 128206 | 5279 | 23.7% | 232% | 25.8% | 242% | 338% | 344% | 35196 | 37.5% | 355% | 35.0% |Income Tax Rate 3.0%
g, value $25/sh. 7,760,000 sh. 7.60%, o, §o6" | 71% | 467% | 8.9% | 109% | 85% | 9.8% | 12.5% | 159% | 168% | 11.7% | 10.0% | 100% AFUDC%to NetProfit | 9.0%
par; $100 mill. 7.85% tax-deductible pfd. sec. 66.7% | 59.6% | 55.3% | 55.0% | 51.7% | 52.1% | 49.7% | 52.2% | 51.6% | 53.1% | 51.0% | 53.5% |Long-Term Debt Ratio 51.0%
(LT interest earned: 3.1x) 32.8% | 39.5% | 43.8% | 44.1% | 47.3% | 47.0% | 49.4% | 47.1% | 47.7% | 46.3% | 49.0% | 46.5% |Common Equity Ratio 49.0%
Leases, Uncapitalized Annual rentals $177.3 mill. [ 18911 | 11815 | 11790 | 11801 | 11398 | 12371 | 12748 | 14800 | 15277 | 17452 | 17400 | 19250 |Total Capital ($mill) 22000
ﬁf{;‘g‘&’l@;ﬁg?oﬁﬁoﬁfﬁ:'\" d%j'%ﬁ-“ bill | 91165 | 18816 | 13667 | 14096 | 14696 | 15549 | 16676 | 17689 | 18508 | 20663 | 21625 | 23075 |Net Plant ($mill) 27800
1,049,800 shs. $3.60 to $4.56, cum., $100 par, call- 6.0% | 54% | 61% | 62% | 62% | 62% | 63% | 6.0% | 62% | 57% | 6.5% | 6.0% |Returnon Total Cap'l 6.5%
able $102.00 to $103.75. Redeemed 10/31/11. 125% | 37% | 9.7% | 9.9% | 91% | 96% | 9.0% | 91% | 9.3% | 89% | 10.0% | 10.0% |Return on Shr. Equity 10.0%
Common Stock 484,955,743 shs. as of 10/20/11 126% | 37% | 9.8% | 20.0% | 92% | 9.7% | 91% | 92% | 94% | 8.9% | 10.0% | 10.0% |Return on Com Equity E| 10.0%
MARKET CAP: $13 billion (Large Cap) 43% | NMF | 39% | 39% | 2.9% | 36% | 31% | 38% | 3.7% | 36% | 4.0% | 4.0% [RetainedtoCom Eq 3.5%
ELECTRIC OPERATING STATISTICS 66% | NMF | 60% | 62% | 69% | 63% | 66% | 59% 61% | 59% | 59% | 58% |All Div'ds to Net Prof 63%
9% Change Retal Sales (KWH) 20+0§ 2_0398 2+0318 BUSINESS: Xcel Energy Im':.' is the 'parent of Northem States  mill. electric, 1'9. mill. gas. Eleptric revenue breakdown: residemi'al,
Avg. C& | Use (MWH) 155 148 151 | Power, which supplies electricity to Minnesota, Wisconsin, North  31%; commercial & industrial, 53%; other, 16%. Generating
Avg. C & | Revs. per KWH (¢) 7.28 6.65 7.15 | Dakota, South Dakota, & Michigan & gas to Minnesota, Wisconsin, sources not available. Fuel costs: 50% of revs. '10 reported deprec.
g?ﬁ???aﬁ‘@ﬁ%kn%w) 205%% 211"(‘)% 205’% North Dakota, & Michigan; Public Service of Colorado, which sup- rate: 3.0%. Has 11,400 employees. Chairman, President & CEO:
Annual Load Factor o A NA NA plies electricity & gas to Colorado; & Southwestern Public Service, Ben Fowke. Inc.: MN. Address: 414 Nicollet Mall, Minneapolis, MN
% Change Customers (yr-en) +1.1 +5 - - | which supplies electricity to Texas & New Mexico. Customers: 3.4  55401. Tel.: 612-330-5500. Internet: www.xcelenergy.com.
Fied Charge Cov. (1) 248 o258 277 | We expect Xcel Energy to achieve its the start of 2012. SPS plans to file a rate

case in Texas in the third quarter.

Xcel is trying to close the gap between
its utilities’ authorized and earned re-
turns on equity. This shortfall amounts
to about one percentage point. Frequent
rate cases help, but are not sufficient on
their own. The company is trying addi-
tional regulatory strategies, such as ex-
panding the kinds of investment that can
be recovered through riders (i.e., without a
general rate case) and filing interim or
multiyear rate applications.

We believe dividend growth will
accelerate after 2013. By that time, rate
base growth will probably be decelerating.
Allowed ROEs might well be lower, too.
This would dampen the earnings growth
rate, so it would not surprise us if Xcel
winds up raising the payout ratio.

This timely stock has a high valuation
for a utility. Its dividend yield is a cut be-
low the industry average, and the relative
price-earnings ratio is high, by industry
standards. The quotation is within our
2014-2016 Target Price Range, so total re-
turn potential over that time is modest.
Paul E. Debbas, CFA February 3, 2012

(A) Diluted EPS. Excl. nonrec. gain (loss): '02,
($6.27); '10, 5¢; gains (losses) on disc. ops.:
'03, 27¢; '04, (30¢); 05, 3¢; '06, 1¢; 09, (1¢);

'10, 1¢. '09 EPS don't add due to rounding.

Next egs. report due late Apr. (B) Div'ds histor.
paid mid-Jan., Apr., July and Oct. = Div'd rein-
vestment plan avail. (C) Incl. intang. In '10:
$4.46/sh. (D) In mill., adj. for split. (E) Rate

base: Varies. Rate all'd on

10.88%; WI '08 10.75%; CO '10 (elec.) 10.5%;
CO '07 (gas) 10.25%; TX '86 15.05%; earned

on avg. com. eq., '10: 9.6%. Regul. Clim.: Avg.
© 2012, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

com. eg.: MN '09 Company’s Financial Strength B++
Stock’s Price Stability 100
Price Growth Persistence 50
Earnings Predictability 100

To subscribe call 1-800-833-0046.
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Comparable Earnings Approach
Using Non-Utility Companies with
Timeliness of 2, 3 & 4; Safety Rank of 1, 2 & 3; Financial Strength of B+, B++ & A;
Price Stability of 90 t0100; Betas of .60 to .80; and Technical Rank of 2, 3 & 4
Timeliness Safety Financial Price Technical
Company Industry Rank Rank Strength Stability Beta Rank

Alliant Techsystems DEFENSE 3 3 B+ 95 0.80 3
AmerisourceBergen MEDICNON 3 2 B++ 100 0.70 4
Aon Corp. FINSERV 3 2 A 100 0.70 4
AutoZone Inc. RETAUTO 2 3 B 90 0.70 3
Berkley (W.R.) INSPRPTY 4 2 B++ 95 0.70 4
Bristol-Myers Squibb DRUG 3 1 A 95 0.75 2
Brown & Brown FINSERV 3 2 A 90 0.70 3
CVS Caremark Corp. DRUGSTOR 2 1 A 90 0.80 3
Capitol Fed. Fin'l THRIFT 3 3 B+ 90 0.65 3
Church & Dwight HOUSEPRD 3 1 A 100 0.60 3
Clorox Co. HOUSEPRD 3 2 B++ 100 0.65 3
DaVita Inc. MEDSERV 2 3 B+ 95 0.65 3
Dun & Bradstreet INFOSER 2 3 B 100 0.75 2
EarthLink Inc. INTERNET 3 3 B 90 0.70 3
Ecolab Inc. CHEMSPEC 3 1 A 95 0.80 3
Erie Indemnity Co. INSPRPTY 4 2 B++ 100 0.70 3
Forest Labs. DRUG 3 3 A 90 0.80 3
Gallagher (Arthur J.) FINSERV 4 1 A 95 0.75 3
Haemonetics Corp. MEDICNON 4 2 B++ 100 0.60 3
Hershey Co. FOODPROC 3 2 B++ 100 0.65 3
Hormel Foods FOODPROC 3 1 A 100 0.65 3
IAC/InterActiveCorp INTERNET 2 3 B++ 90 0.75 4
Int'l Flavors & Frag. CHEMSPEC 3 1 A 95 0.80 3
J&J Snack Foods FOODPROC 4 2 B++ 90 0.70 3
Kroger Co. GROCERY 2 2 B++ 95 0.65 3
Laboratory Corp. MEDSERV 2 1 A 100 0.65 3
MAXIMUS Inc. INDUSRV 3 2 B++ 90 0.75 4
Marsh & McLennan FINSERV 3 3 B 95 0.75 3
McCormick & Co. FOODPROC 4 1 A 100 0.60 3
Mead Johnson Nutrition FOODPROC 4 3 B+ 95 0.65 3
Mercury General INSPRPTY 4 2 B++ 95 0.70 3
Molson Coors Brewing BEVERAGE 2 2 B++ 90 0.65 3
Northwest Bancshares THRIFT 3 3 B+ 90 0.75 2
Owens & Minor MEDICNON 3 2 A 90 0.70 3
PSS World Medical MEDICNON 3 2 B++ 90 0.70 3
People's United Fin'l THRIFT 3 3 B+ 95 0.65 3
Philip Morris Int'l TOBACCO 3 2 B++ 95 0.75 3
Quest Diagnostics MEDSERV 2 2 B++ 95 0.70 2
RLI Corp. INSPRPTY 3 2 B++ 95 0.75 3
Ruddick Corp. GROCERY 3 3 B+ 90 0.65 4
SAIC Inc. INDUSRV 3 2 B++ 100 0.65 4
Safeway Inc. GROCERY 2 2 B++ 90 0.70 3
Schein (Henry) MEDICNON 3 3 B+ 95 0.80 3
Silgan Holdings PACKAGE 2 3 B+ 90 0.75 3
Stericycle Inc. ENVIRONM 3 2 B++ 90 0.70 3
Synopsys Inc. SOFTWARE 4 2 B++ 95 0.80 2
Waste Connections ENVIRONM 3 3 B+ 95 0.75 3
Waste Management ENVIRONM 3 2 A 95 0.80 2
Watson Pharmac. DRUG 2 2 B++ 90 0.75 3
Weis Markets GROCERY 2 1 A 95 0.65 3
West Pharmac. Svcs. MEDICNON 3 3 B+ 90 0.80 3
Average 3 2 B++ 94 0.71 3
Delivery Group Average 4 2 B++ 100 0.65 3

Source of Information: Value Line Investment Survey for Windows, March 2012
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Comparable Earnings Approach
Five -Year Average Historical Earned Returns
for Years 2007-2011 and
Projected 3-5 Year Returns
Projected
Company 2007 2008 2009 2010 2011 Average 2014-16

Alliant Techsystems 30.5% 42.9% 37.4% 26.9% 19.5% 31.4% 16.0%
AmerisourceBergen 15.9% 17.3% 18.8% 21.6% 24.5% 19.6% 21.5%
Aon Corp. 10.9% 11.7% 12.7% 9.2% 12.1% 11.3% 12.0%
AutoZone Inc. NMF NMF NMF NMF NMF - NMF
Berkley (W.R.) 20.6% 16.5% 10.2% 11.4% 7.5% 13.2% 13.5%
Bristol-Myers Squibb 20.5% 25.7% 21.9% 19.8% 21.5% 21.9% 23.0%
Brown & Brown 17.4% 13.4% 11.2% 10.7% 10.0% 12.5% 11.5%
CVS Caremark Corp. 8.4% 10.4% 10.6% 9.8% 10.0% 9.8% 11.0%
Capitol Fed. Fin'l 3.7% 5.8% 7.0% 7.1% 3.3% 5.4% 3.5%
Church & Dwight 15.6% 15.1% 15.5% 15.3% 15.0% 15.3% 15.5%
Clorox Co. NMF - NMF NMF NMF - NMF
DaVita Inc. 19.7% 19.2% 19.8% 22.8% 22.0% 20.7% 18.0%
Dun & Bradstreet - - - - - - 39.0%
EarthLink Inc. NMF 44.2% 39.1% 10.8% 4.5% 24.7% 10.5%
Ecolab Inc. 21.5% 29.5% 23.9% 24.9% 8.2% 21.6% 24.5%
Erie Indemnity Co. 20.6% 18.0% 12.0% 17.8% 20.5% 17.8% 26.5%
Forest Labs. 30.2% 25.6% 21.8% 23.3% 19.5% 24.1% 10.0%
Gallagher (Arthur J.) 21.6% 15.1% 14.9% 14.8% 11.9% 15.7% 15.5%
Haemonetics Corp. 11.4% 11.9% 12.5% 12.2% 10.5% 11.7% 11.0%
Hershey Co. 81.3% 135.3% 69.3% 65.2% 62.0% 82.6% 46.5%
Hormel Foods 15.8% 14.2% 16.1% 17.0% 17.8% 16.2% 15.0%
IAC/InterActiveCorp NMF 3.1% 0.8% 0.9% 8.9% 3.4% 9.5%
Int'l Flavors & Frag. 38.3% 38.6% 27.9% 26.4% 24.1% 31.1% 24.0%
J&J Snack Foods 10.9% 8.8% 12.0% 12.7% 11.2% 11.1% 13.0%
Kroger Co. 24.0% 24.1% 23.2% 21.1% 24.5% 23.4% 21.0%
Laboratory Corp. 29.4% 30.4% 25.3% 23.7% 25.0% 26.8% 17.5%
MAXIMUS Inc. 4.9% 11.1% 18.4% 19.2% 21.3% 15.0% 27.0%
Marsh & McLennan 6.9% NMF 9.2% 8.6% 14.5% 9.8% 19.0%
McCormick & Co. 23.5% 26.7% 23.2% 24.4% 21.0% 23.8% 22.5%
Mead Johnson Nutrition 67.0% NMF NMF NMF NMF 67.0% NMF
Mercury General 12.0% 7.7% 10.0% 6.4% 9.0% 9.0% 12.0%
Molson Coors Brewing 7.1% 8.6% 10.0% 8.6% 7.5% 8.4% 8.0%
Northwest Bancshares 8.0% 7.8% 2.5% 4.4% 6.0% 5.7% 8.0%
Owens & Minor 11.8% 14.7% 14.3% 14.4% 13.3% 13.7% 13.5%
PSS World Medical 16.9% 16.7% 17.0% 16.8% 18.5% 17.2% 13.0%
People's United Fin'l 3.4% 2.7% 2.0% 1.6% 4.0% 2.7% 7.5%
Philip Morris Int'l 39.1% 91.9% NMF NMF NMF 65.5% NMF
Quest Diagnostics 16.7% 17.8% 18.3% 17.9% 18.5% 17.8% 16.0%
RLI Corp. 21.5% 15.3% 12.2% 13.9% 12.5% 15.1% 9.0%
Ruddick Corp. 11.0% 11.7% 11.4% 12.6% 11.4% 11.6% 11.0%
SAIC Inc. 20.3% 21.4% 21.8% 22.8% 18.0% 20.9% 13.0%
Safeway Inc. 13.3% 14.2% 14.6% 11.8% 13.5% 13.5% 16.0%
Schein (Henry) 13.2% 14.0% 13.3% 13.9% 15.1% 13.9% 11.0%
Silgan Holdings 24.6% 25.1% 23.2% 26.1% 27.5% 25.3% 25.5%
Stericycle Inc. 18.0% 22.8% 21.1% 20.4% 20.2% 20.5% 15.0%
Synopsys Inc. 10.8% 13.1% 10.8% 9.1% 10.2% 10.8% 10.5%
Waste Connections 12.8% 8.2% 8.7% 10.5% 12.1% 10.5% 15.5%
Waste Management 18.6% 18.4% 15.7% 16.2% 16.6% 17.1% 20.5%
Watson Pharmac. 8.2% 11.3% 11.7% 13.0% 17.0% 12.2% 14.0%
Weis Markets 7.1% 7.1% 9.1% 9.4% 10.0% 8.5% 9.5%
West Pharmac. Svcs. 17.0% 16.8% 12.5% 11.6% 12.5% 14.1% 16.0%

Average 19.2% 16.2%

Average (excluding values >20%) 11.4% 12.2%
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RECENT Trailing: 6.6 RELATIVE DIVD
ALLlANT TECH. NYSE-ATK PRICE 5783 RATIO 6 5(Med|atg 150,/ | PIE RATIO 0 46 YLD 14%
mewess 2 s | ] 037 3] 837 B3] B[ @3] wA[ e W2 ua] 81 & g e Range
SAFETY 3 Newd2o9 LEGENDS
= 8.0 x "Cash Flow" p sh
TECHNICAL 2 Raised 12l |-+ Relaive Price Strength 160
B 3for-2 split 12/00 (| | | || | meeemese——— 120
BETA .80 (1.00 = Market) g;orZspllt 9/01 FTIRA TR 100
or-2 split  6/02 t 1 S T T
2014-16PROJE(:TJ\ONWSTtI oplons s _ S — I e 80
Price Gain ngetu?na aded areas in ICaterﬁle_l?ISIOHI:IS iII!“ ) .I.ﬁl [T | ||I| I\Ilﬁli 60
High 135 (+135%; 24% ™ e 50
Low 90 (+55%) 13% T . 40
Insider Decisions T et ol 30
JOEMAM I JA Sy il . - -
By 000000000 P Y L . Y. L o b o 20
Optons 000000000, " . 5
oSl 00000000 0w . 9% TOT RETURN 1011 |~
Institutional Decisions S b e’ THIS  VLARITH*
102011 2Q2011  3Q2011 Percent 36 Lur SI%C7K INDlEé L
bel  1or 103 g shares 24 ettt fT O Y 1 Y R sy 218 1044
| Hdsooo) 20328 28789 28927 R II|IIIIIIII IIIIII i IIIIIIII OVt o Sy 232 223
Alliant Techsystems Inc. was incorporated | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [2007 |2008 |2009 |2010 | 2011 [2012 | ©VALUELINEPUB.LLC|14-16
as a Delaware corporation and a wholly | 4761 | 61.33 | 7001 | 8504 | 111.46 | 107.63 | 126.73 | 139.80 | 14548 | 144.46 | 140.90 | 143.95 |Revenues per sh A 160.00
owned subsidiary of Honeywell, Inc. onMay | 435 | 553| 697| 722 823 | 780 | 934 | 1074 | 1226 | 1281 | 1240 | 12.70 |“Cash Flow" per sh 15.20
2, 1990 in connection with Honeywell's plan| 240 | 328 | 372| 403| 403| 514 | 643 | 7.75| 904| 932| 885| 875 Earningspersh AB 10.70
to spin off certain businesses. On Septem- . . . . - - .- .- . 20 80 .90 [Div'ds Decl'd per sh P 1.20
ber 28, 1990, Honeywell declared a distribu- - | 153 176 | 190 226 | 245| 306 | 340 | 434 38| 395| 4.25]Cap’lSpending persh 6.00
tion payable to holders of record of one| 1471 | 1349 | 1693 | 2084 | 21.77 | 1684 | 2251 | 1876 | 2443 | 3479 | 4545 | 5090 |Book Value per sh 66.65
share of Alliant stock for every four shares | 37.84 | 3542 | 3332 | 32.94 | 2886 | 3312 | 3292 | 32.79 | 3305 | 3352 | 33.00| 33.00 |Common ShsOutstgC | 30.00
of Honeywell common stock. Honeywell [ 208 190 143 | 157| 183 156 | 164 | 119 90| 7.8 Bold figlres are |Avg Ann'l PJE Ratio 105
transferred to Alliant all of the assets and| 1.07 | 1.04 82 83 97 84 87 12 60 49| Valuelline |Relative P/E Ratio 70
liabilities of the relevant businesses. .- .- .- .- .- - - - - 3% | UM lavg Ann'l Divd Yield 1.1%
1801.6 | 2172.1 | 2366.2 | 2801.1 | 3216.8 | 3564.9 | 4171.7 | 4583.2 | 4807.7 | 4842.3 | 4650 | 4750 |Revenues ($mill) A 4800
CAPITAL STRUCTURE as of 10/2/11 16.8% | 15.8% | 14.7% | 13.2% | 12.8% | 11.5% | 12.4% | 12.7% | 13.6% | 13.3% | 12.0% | 12.5% |Operating Margin 14.0%
Total Debt $1308.7 mill. Due in 5 Yrs $319.5 mill. 787 671 699| 843 836| 802 | 8L3| 886 | 1027 | 1163| 120 130 |Depreciation ($mill) 135
LT Debt $1288.7 mill. LT Interest %51%/’%;"0"; p | 81| 1288 1623 1535 | 1539 | 1781 | 2262 | 2636 | 3023| 3132| 290 | 290 |NetProftsmil) 320
Leases, Uncapitalized Annual rentals $60.6 il | 39-8% | 39.0% | 25.3% | 302% | 32.2% | 30.3% | 364% | 38.7% | 36.1% | 28.5% | 340% | 35.0% |Income Tax Rate 35.0%
Pension Assets-3/11 $2.1 bill. Oblig. $2.7 bill. 48% | 59% | 6.9% | 55% | 48% | 50% | 54% | 58% 6.3% | 65% | 6.3% | 6.1% |Net Profit Margin 6.7%
Pfd Stock None 299.2 | 2842 | 3773 | 4017 | 3486 | 525.7 | 617.0 | 571.2 | 9312 | 995.7 835 920 [Working Cap'l ($mill) 1250
Common Stock 32,948,536 shs. 867.6 | 820.9 | 1076.0 | 11314 | 1096.0 | 1455.0 | 1455.0 | 1160.7 | 1379.8 | 1289.7 | 1000 | 950 |Long-Term Debt ($mill) 800
as of 10/30/11 556.8 | 477.9 | 564.2 | 6864 | 6284 | 557.9 | 7411 | 6150 | 807.4 | 11661 | 1500 | 1680 |Shr. Equity ($mil) 2000
MARKET CAP: $1.9 billion (Mid Cap) 9.0% | 12.4% | 1L.7% | 10.2% | 11.8% | 10.7% | 12.2% | 16.3% | 15.2% | 14.5% | 11.5% | 11.0% |Returnon T?]tal Cap'l 11.5%
15.5% | 27.0% | 28.8% | 22.4% | 24.5% | 31.9% | 30.5% | 42.9% | 37.4% | 26.9% | 19.5% | 17.0% |Return on Shr. Equity 16.0%
CUI(?$T/|I|E|_’\S POSITION - 2009 2010 1072711 15.5% | 27.0% | 28.8% | 22.4% | 24.5% | 31.9% | 30.5% | 42.9% | 37.4% | 26.3% | 20.0% | 17.5% |Retained to Com Eq 16.5%
ggggi\/}:&eetg gggg g%g 13;% -- -- -- -- - -- - -- - 2% | 2% | 3% |All Divids to Net Prof 3%
Inventory (FIFO) 236 1 2420 328.8 | BUSINESS: Alliant Techsystems has three business groups: Arma- and makes small satellites and subsystems/components for large
Other 1862 1693 _107.3 | ment Systems, Mission Systems, and Space Systems. ATK Arma-  satellites and spacecraft. ATK is a Honeywell spinoff, inc. 5/90. Has
Current Assets 1719.0 2059.2 1740.7 | ment Systems (45% of 10 sales) produces military ammunition and ~ abt. 18,000 empls. Off. & dir. own 2.7% of c.s.; FEIM LLC, 12.2%;
é(é%ttsgueg/able zzgg %%8 2%8 gun systems. Mission Systems (26%) focuses on two areas: BlackRock, Inc., 7.1% (6/11 proxy). Chrmn. Ronald Fogleman; In-
Other 500.3 4512 4841 | Weapon systems and aerospace systems. Space Systems (29%) terim CEO: John Shroyer. Inc.. DE. Addr.. 5050 Lincoln Drive,
Current Liab. 787.8 10635 788.7 | Pproduces solid rocket motors for human and cargo launch vehicles, Edina, MN 55436-1097. Tel.: 952-351-3000. Internet: www.atk.com.
ANNUAL RATES Past Past Estd’0s'10| Alliant Techsystems boasted strong changes may bring. The company has
of change (persh) 10 Yrs. 5Yrs.  t0'14'16 | September-period results, as strong aggressively managed costs recently,
Bg;g{]‘lﬁgw,, %g-g;’/@ %823?’ 5-8;5’ sales figures led to higher-than- maintaining healthy return levels despite
Eamings 165% 1600 350 | expected share earnings, which were a decrease in sales and a narrowing in
Dividends -- -- NMF | over $0.40 higher than we projected last margins. It has strongly positioned itself
Book Value 170% 50% 17.0% | quarter, at $2.43. We have subsequently for a new contract with NASA, providing
Fiscal | QUARTERLY REVENUES ($mill)ae | Full raised our full-year target. This is espe- the booster motors for the test runs of the
Begins |Jun.Per Sep.Per Dec.Per Mar31| Year | Cially impressive, given the weak margins new Space Launch System. The company'’s
2008 |1125 1092 1109 1257 |45832| at Armament Systems, and Security and relationship with NASA's Shuttle program
2009 (1209 1208 1142 1249 |4807.7| Sports segments, which were both hurt by was fruitful for both sides. These recent
2010 (1202 1209 1129 1302 |4842.3| elevated copper prices and, in the case of tests hint that Alliant is the frontrunner
2011 (1075 1109 1206 1260 |4650 | the latter, a growing consumer preference for securing a new, lucrative contract with
2012 |1150 1170 1180 1250 [4750 | for less expensive products. the aeronautic agency. Alliant also has its
Eiscal EARNINGS PER SHARE AB Ful | The impending cuts to the defense crosshairs fixed on foreign markets to pro-
ear Fiscal - - —-
Begins [Jun.Per Sep.Per Dec.Per Mar3l| Year | budget are concerning across the in- mote many military and command prod-
2008 164 187 196 228| 775| dustry, although specifics on the ucts in the future.
2009 | 2.09 219 233 244| 904 | decreases are still scarce at this time. This timely stock is an appealing op-
2010 | 224 291 209 216| 9.32| The most pronounced red flag attached to tion for value investors seeking re-
2011 | 213 243 205 224| 885 Alliant is that roughly 70% of sales thus turns in 3 to 5 years. While concerns
2012 | 215 210 220 230| 875| far in 2011 are to the U.S. government. about the Department of Defense budget
cal- QUARTERLY DIVIDENDS PAID ® Full | What the company does have is a con- and fledgling margins at the Security and
endar [Mar.31 Jun.30 Sep.30 Dec.31| Year | stantly evolving product mix; from control Sports segment may impede top-line and
2007 -- -- -- - - | systems to weapons systems, satellites to share-earnings potential in the near term,
2008 -- -- | missiles, its diverse offerings render it management’s forward-looking devotion to
2009 -- -- | more flexible than many of its competitors. explore and enter faster-growing, higher-
2010 - - e -- | Management is proactive, even margin markets augurs well for the com-
201 20 20 20 vigilant, about adapting to whatever pany’s future.
challenges these governmental Robert Harrington 111 December 16, 2011
(A) Fiscal years end March 31st of following |02, $0.20; '03, $0.42; '04, $0.09; '05, $0.57; | (C) In millions, adjusted for stock splits. Company’s Financial Strength B+
yea ‘06, $0.15; 07, $0.11; '08, $3.19; ‘09, $0.71. | (D) Initial div'd. declared on 11/4/10, was paid | Stock’s Price Stability 95
(B) D|Iuted earnings. Excludes discontinued | May not sum due to rounding. Next earnings | in early March 2011. Price Growth Persistence 50
operations: Excludes nonrecurring charges: | report due early Feb. Earnings Predictability 90
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CURRENTPOSITION 2010 2010 12/31/11
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RECENT PEE Trailing: 14.1'}| RELATIVE DIVD
AMER'SOURCE NYSE-ABC PRICE 3755 RATIO 13.4(Median: 17.0]/| PIE RATIO 089 YLD 14%
High: 18.0 20.7 18.4 16.0 211 245 28.3 24.3 26.6 34.7 43.5 40.2 i
TIMELINESS 3 Loneeoza | o0 10.0‘ 12.5| 114| 124| 132| 201| 211| 133| 138| 257 | 339 | 36.9 Tz%rfgt zgfg Rzagf?
SAFETY 2. Raised 53008 LEGENDS 120
= 17.0 x "Cash Flow" p sh
TECHNICAL 3 Rased2312 |-+ Relative Price Strengtn 100
/28 (1Y [ G N AN (N AN N S S— A I S R R— E— L LLLLL LLLEL) 80
BETA .70 (1.00 = Market) 2-for-1 split  12/05 64
2-for-1 split  6/09 —_d--
2015-17 PROJECTIONS | Gpfions: Yes Jo---q--- 3
. ~Ann’l Total| Shaded areas indicate recessions =" ]
Price  Gain  Return e
High 85 (+125%g 23% 2-for-1 T 32
low 65 (+75%) 15% [ et LI hai N 24
Insider Decisions t B L TTTLAAL NI FPOPYTPON YL %
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1Q2011  2Q011  3Q2011 ot e Pt A IO O il STOCK  INDEX |
10 Buy 198 207 194 | et 437 i T iy 100 00 [0
to Sell 250 245 257 | traded 15 L Ll bl TR ST T Y TN YT 1 Y 1 3yr. 1223 1238 [
Hd's(000) 244128 243427 239860 TR R TR RO FrETTOPraLt rn a e AT RR R RN Sy 562 272
AmerisourceBergen was formed in 2001 | 2002 | 2003 [ 2004 [ 2005 | 2006 [2007 [2008 [2009 [2010 [2011 [2012 [2013 | ©VALUELINEPUB.LLC|15-17
by the merger of AmeriSource and Bergen | 94.07 | 10152 | 11623 | 119.92 | 14752 | 18358 | 21610 | 243.16 | 282.09 | 31051 | 324.00 | 332.85 | Sales per sh A 354.15
Brunswig. Prior to that, AmeriSource was| 98 | 116| 129| 105| 144| 174 | 181 | 205| 262 315| 325| 3.60 |“Cash Flow" per sh 435
formed to acquire Alco Health Services 82 99| 102 83| 113 132| 144| 169 | 222| 254| 280| 3.5 |EarningspershAB 3.85
Corp. in a $545 million leveraged buyoutof| 03| 03| 03| 03| 05| 0| 15| 24| 34| 43| 52| 52 |DividsDecldpershC 60
that company in 1988. In April of 1995 the 15 20 45 49 29 35 44 51 67 65 60 .65 [Cap'l Spending per sh 75
company issued 6.6 million shares atan of-| 7.75| 893 | 1032 | 1026 | 1078 | 923 | 867 | 943 | 1069 | 1110 | 1180 | 12.85 |Book Value per sh 17.90
fering price of $5.25 a share. That offering [ 427.78 | 448.55 | 420.47 | 417.04 | 384.18 | 335.92 | 312.44 | 288.08 | 276.35 | 258.34 | 250.00 | 245.00 |Common Shs Outstg D | 240.00
was led by Donaldson, Lufkin & Jenrette. A| 205 | 152 41| 190 | 189 | 187 | 147 | 104| 127| 147 | Boldfigiresare |AvgAnn'P/E Ratio 195
subsequent offering of 4.8 million shares| 1.12 87 T4 101| 102 99 88 69 81 92 | ValuelLine |Relative PJE Ratio 1.30
was made in May of '96 at $8.75 a share. 1% | 2% | 2% | 2% | 2% | 4% | 7% | 13% | 12% | 16% | US| avg Ann'l Divid Yield 5%
CAPITAL STRUCTURE as of 12/31/11 _ 40241 | 45537 | 48871 | 50013 | 56673 | 61669 | 67519 | 70052 | 77954 | 80217 | 81000 | 81550 |Sales ($mill) A 85000
Total Debt $1929.0 mill. Due in 5 Yrs $969.6 mill. 20% | 21% | 2.0% | 15% | 15% | 15% | 14% | 14% | 15% | 15% | 15% | 15% |Operating Margin 1.6%
LT Debt $1481.9mill. - LT Interest $44.0 mill. 612| 7.L0| 758| 8L2| 860| 912| 99| 789 | 865| 105| 110| 110 |Depreciation ($mil) 125
(Total interest coverage: 15.2x)  (34% of Cap') | _399.6 | 4492 | 4684 | 3567 | 4680 | 4938 | 469.1 | 5119 | 636.7| 7066 | 700 | 770 |Net Profit ($mill 925
30.7% | 39.2% | 38.4% | 37.8% | 36.8% | 37.1% | 38.4% | 37.9% | 38.0% | 37.5% | 38.0% | 38.5% |Income Tax Rate 385%
Leases, Uncapitalized $43.8 mill. % | 10% | 10% | 7% | 8% | 8% | % | 7% | 8% | .9%| 9% | .9% |NetProfit Margin 1.1%
i - 22501 | 2602.4 | 21915 | 19356 | 1751.2 | 8573 | 502.2 | 4742 | 8421 | 3625| 500 | 550 |Working Cap'l ($mill) 850
Pension Assets-O/11 $122.2 mill. Oblig. $154.9 | 17555 | 17227 | 1157.0 | 9515 | 10939 | 1227.3 | 1187.4 | 1176.9 | 13432 | 9729 | 850 | 750 |Long-Term Debt (Smill) | 600
Pid Stock None 3316.3 | 4005.3 | 4339.0 | 4280.4 | 4141.2 | 3099.7 | 2710.0 | 27165 | 2954.3 | 2866.9 | 2950 | 3150 |Shr. Equity ($mill) 4300
Common Stock 257,834,417 shs. 85% | 9.1% | 95% | 7.4% | 91% | 11.8% | 12.9% | 13.9% | 15.7% | 18.4% | 18.5% | 19.5% |Return on Total Cap’l | 19.0%
10.8% | 11.2% | 10.8% | 8.3% | 11.3% | 15.9% | 17.3% | 18.8% | 21.6% | 24.5% | 23.5% | 24.5% |Return on Shr. Equity | 21.5%
. . 105% | 10.9% | 105% | 8.1% | 10.8% | 14.7% | 155% | 16.5% | 18.5% | 24.5% | 23.5% | 24.5% |Retained to Com Eq 21.5%
MARKET CAP: $9.7 billion (Large Cap) M| M| 2% | % | 4% | 8% | 10% | 12% | 14% | 16% | 19% | 17% |All Div'ds to Net Prof 16%

Cash Assets 1658.2 1826.0 2370.3
Receivables 3827.5 3837.2 37245
Inventory (LIFO) 5210.1 5466.5 5824.4
Other 52.6 87.9 36.6
Current Assets 10748.4 11217.6 11955.8
Accts Payable 8833.7 9202.1 9589.0
Other 1072.6 1653.0 17124

BUSINESS: AmerisourceBergen was created by the merger of '96; Walker Drug in '97; C.D. Smith in July '99. 2011 depreciation
AmeriSource Health and Bergen Brunswig. The company is a full-  rate: 7.9%. Vanguard Group Inc. owns 6.0% of common; Officers
service wholesale distributor of pharmaceutical products and re- and directors, 2.0% (1/12 Proxy). Has about 10,300 employees. In-
lated health-care services in the U.S. It operates in two segments: corporated: DE. President & CEO: Steven H. Collis. Address: 1300
Pharmaceutical Distribution and PharMerica, its international ~ Morris Drive, Suite 100, Chesterbrook, PA 19087. Telephone: 610-
pharmacy. Acquired Gulf Dist. Inc. and Diabetic Shoppe, Inc., in  727-7000. Internet: www.amerisourcebergen.net.

9906.3 10855.1 11301.4

ANNUAL RATES Past
of change (persh) ~ 10Yrs. 5Yrs. to

Past Est'd '08-'10

'15-'17

Demand for AmerisourceBergen’s Industrywide trends favor Amerisour-
products is strong. To wit, the company ceBergen’s long-term prospects. Over
reported revenue of $20.4 billion during the next 3 to 5 years, we expect that ABC
the fiscal first quarter (fiscal year ends will benefit from the accelerated develop-

0, 0, 0,

%L%Sh Flow” %,‘So//:,’ ﬂ_'go//f,’ 1?_'(%’ September 30th), which equates to a 2.4% ment of new drugs, the graying of the
Earnings 16.0% 135% 13.0% increase over the year-ago result. Sales baby-boomer generation, selective price in-
Dividends srev o 140% | growth was driven by a 3.9% uptick in creases, and an increase in research
- . - i AmerisourceBergen Specialty Group highlighting the clinical and cost efficiency
Riscal | ~ QUARTERLYSALES(Smil)» | Full | (ABSG) revenue, thanks to a solid per- of pharmaceutical therapy.

Ends |Dec.3l Mar3l Jun30 Sep30| vear | formance in third-party logistics, and a Share buybacks should help boost
2009 116881 16933 17965 18273 |70052 | 2.1% increase in AmerisourceBergen Drug earnings going forward. During the
2010 119335 19300 19602 19715 |77954 | Corporation (ABDC) sales, which reaped first quarter, the company repurchased
2011 119888 19760 20161 20407 180217 | the rewards of solid demand in the retail $128 million of its outstanding common
%8% %843128 %g?gg gggg ggggg giggg and institutional divisions. stock, and we look for ABC to buy back a
: Recent acquisitions ought to help lift total of $400 million of such stock during
Riscal | EARNINGS PER SHARE A & ful.| the company’s fortunes. Late in fiscal the current fiscal year. Notably, shares
Ends |Dec.31 Mar31 Jun30 Sep30| vear | 2011, AMC acquired a number of compa- outstanding for the December quarter of
2009 | 36 48 42 441 169| nies, including Premier Source; InstrinsiQ, this year came in at 263.1 million, down
2010 | .52 .63 .57 .50 | 222| | | C; and TheraCom, LLC. This, in con- 17.6 million shares from the year-ago fig-
200157 7T 86 54| 234 | jnction with additional operating margins ure. Management is clearly dedicated to
ggg % g% gg gg %?g improvement (the result of a modest wid- bolstering shareholder value.

- - - - - ening in gross margins and ongoing ex- Investors with an eye toward 2015-

Cal- | QUARTERLYDIDENDSPADC | Full | pense management), augurs well for an- 2017 may wish to have a look here. In-
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | other record-breaking performance in the deed, at the current quotation, Amerisour-
2008 | .037  .037 .07 .05 16| current fiscal year. As a result, we remain ceBergen stock’s appreciation potential
2009 | .05 05 06 .08 | 24| confident in our $2.80-a-share earnings es- over that period is almost twice that of the
%8%(1) (1)3 ??5 (1%135 %(3) ié timate for fiscal 2012, and have initiated a average equity under Value Line review.
2012 | 13 ' ' ' ’ $3.15 share-net estimate for the next year. Kenneth A. Nugent February 24, 2012
(A) Fiscal year ends Sept. 30th. (B) Diluted | Next egs. report due late April. Eps may not tal- Company’s Financial Strength B++
earnings. Excludes n/r (losses)/gains: 01, |ly due to rounding. (C) Dividend historically Stock’s Price Stability 100
($0.21); '02, ($0.13); '03, ($0.07); '04, ($0.07); | paid in early March, June, September, and Price Growth Persistence 70
'05, ($0.33); '06, ($0.09); '07, $0.09; '10, $0.06. | Dec. (D) In millions, adjusted for stock splits. Earnings Predictability 100

© 2012, Value Line Publishing LLC. Al rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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ANNUAL RATES Past

Past Est'd '08-'10

disappointng showing. Sales of $2.9 bil-
lion and earnings of $0.82 a share both fell
short of our estimates. Management at-
tributed the shortfall to a weaker-than-
expected performance at the Human Re-
sources Solutions segment. Management
also announced unimpressive guidance

suggesting that its Hewitt consulting oper-

ation’s profits may grow at a slower clip.
The company is moving its head-
quarters. It will now be based in
London as it shifts its focus abroad, partic-
ularly in emerging markets, which offer
enticing growth potential.

... and settled charges. Aon agreed to

pay more than $16 million to settle allega-
tion that the insurer bribed employees at
government-owned companies dating back
to 1983 and as recently as 2007. As a re-
sult of the settlement, the company is
moving to improve its internal accounting

controls that related to the charges.

of change (per sh) 10 Yrs. 5Yrs. to '14-'16
Revenues -- -2.5% 7.0%
“Cash Flow” .- 2.0% 10.0%
Earnings 1.0%  3.0% 11.5%
Dividends -3.0% -- Nil
Book Value 6.0% 6.5% 9.0%
Cal- | QUARTERLY REVENUES ($ mill.) A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2008 | 1905 1956 1846 1924 | 7631
2009 | 1846 1882 1794 2073 | 7595
2010 | 1904 1898 1801 2909 | 8512
2011 | 2759 2811 2723 2994 [11287
2012 | 2850 2900 2750 3125 |[11625

Cal- EARNINGS PER SHARE B Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2008 .56 .55 .52 43 2.06
2009 .80 51 40 49 2.20
2010 63 .54 51 67 2.35
2011 Jq1 75 59 82 2.87
2012 .80 .82 75 113 3.50

Cal- QUARTERLY DIVIDENDS PAID Ca Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 | .15 15 15 15 .60
2009 | .15 15 15 15 .60
2010 | .15 15 15 15 .60
2011 | .15 15 15 15 .60
2012 15

Stock repurchases ought to continue.
Aon bought back 16.4 million shares in
2011. Notably, Aon did not buy back stock
in the fourth quarter due to the move of its

headquarters. However, the company’s
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RECENT PIE Trailing: 16.7°}| RELATIVE DIVD
AON CORP, NYSE-AON PRICE 4803 RATIO 15.9(Mediarg: 18.0//| PIE RATIO 101 YLD 12%
mewess 3wz [ gy 29 %2] R8T BY0 2] 8] 93] B0 83) %1 % Tag e Range
SAFETY 2 Raised52209 | LEGENDS, , 10
= 12.0 x "Cash Flow" p sh
TECHNICAL 3 Lowered 21712 | ;- Relaie Price Strengh 100
-for-2 split  5/99 80
BETA .70 (1.00 = Market) Options: Yes . 64
2014-16 PROJECTIONS haded areas indicate recessions | el | T i
! T LI | T P M Tir®
~ Price  Gain Angelta'?rt]al |||“'"mw |“.,I|I|. o L— 2l " I,'I/IJ'IHT']TI’"'“““'T.’.-J Il N
Il:ilgh 80 E+652/og 143/0 - |||'| TS —— e "
ow 60 (+25%) 7% | 'l R PRI 24
Insider Decisions B2k L I ) | i Iill T LI . 20
MAMJJASON B L . -
tBy 000000000O o | oo I R IO 12
Options 0 01000000 CC A
oSl 001000000 9% TOT. RETURN 1/12 |8
Institutional Decisions il THIS  VLARITHY
102011 20201 3Q0U | percent 15 1yr sTock INDOE>(<J L
bl 2es i | shares 10 b pmt bt T il sy %2 1238 |
HIds(000) 286655 279631 276312 AR REARRRRRC N | ([T Sy 449 272
Combined Insurance of America, founded | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [2007 |2008 | 2009 | 2010 |2011 2012 | ©VALUELINEPUB.LLC |14-16
in 1919, incorporated as Combined Interna- | 2828 | 2843 | 31.31 | 3213 | 30.63 | 20.89 | 2453 | 28.08 | 2852 | 2562 | 3495 | 37.50 |Revenues persh A 41,00
tional (CI) in 1979. Three years later, CI| 248 | 234| 311| 279 | 28| 291 | 285 | 310 | 347| 321| 425| 495 |“CashFlow" persh 5.70
merged with Ryan Insurance Group, a com-| 123 | 164 | 208| 172| 192| 18| 209 | 206 | 220| 235| 287 | 350 Earningspersh B 425
pany founded in 1964 by Patrick G. Ryan. In .90 83 .60 .60 60 60 60 60 .60 .60 .60 .60 |Div'ds Decl'd per sh C= 60
1987, the company changed its name to| 1.04 90 59 25 39 51 56 38 53 54 45 50 [Cap'l Spending per sh 60
Aon  Corporation. Its acquisition of | 1297 | 1255 | 1434 | 1612 | 1651 | 17.42 | 2042 | 1954 | 20.20 | 24.83 | 2500 | 25.20 |Book Value per sh P 35.85
Netherlands-based Hudig Langeveldt in| 27143 |310.30 | 313.60 | 316.60 | 321.20 | 299.60 | 304.60 | 271.80 | 266.30 | 332.30 | 323.00 | 310.00 |Common Shs Outst'g E | 305.00
1991 marked the beginning of the compa- [ 291 166 | 106 149 | 145| 195| 202 | 215| 179 163| 168 Avg Ann'l PJE Ratio 16.0
ny's evolution into what is now the world’s | 1.49 91 60 19 g7 105 | 107 | 129 119| 105| 105 Relative PIE Ratio 1.05
second-largest insurance broker. 25% | 30% | 27% | 23% | 22% | 17% | 14% | 14% | 15% | 15% | 1.2% Avg Ann'l Div'd Yield 9%
CAPITAL STRUCTURE as of 9/30/11A 7676.0 | 8822.0 | 9818.0 | 10172 | 9837.0 | 8954.0 | 7471.0 | 7631.0 | 7595.0 | 8512.0 | 11287 | 11625 |Revenues ($mill) A 12500
Total Debt $4578 mill. Duein 5 Yrs $2858 mill. | 14,60 | 13.0% | 154% | 14.8% | 13.9% | 14.4% | 18.2% | 164% | 16.6% | 18.0% | 17.0% | 18.0% |Operating Margin 18.5%
LT Debt $4415 mill. LT'“‘e‘eS%%/Gofmc'"- o | 3390 26307 3140|3090 [ 2770 [ 2370 | 1940 | 2220 | 2420 | 3050| 400 | 4I5 |Depreciation (Smil) 450
(35% of Capital) 336.0 | 466.0 | 663.0 | 577.0 | 642.0 | 636.3 | 6751 | 621.0 | 681.0 | 760.0 | 9784 | 1120 |Net Profit ($mill) 1290
Leases, Uncapitalized Annual rentals $302 mill. 35.6% | 36.9% | 37.0% | 34.4% | 335% | 30.8% | 34.1% | 28.0% | 28.2% | 28.2% | 28.0% | 28.0% |Income Tax Rate 29.0%
Pension Assets - 12/10 $5.7 bill. Oblig. $7.1 bill. 44% | 53% | 68% | 57% | 65% | 7.1% | 9.0% | 81% 9.0% | 89% | 87% | 9.6% |NetProfit Margin 10.3%
7212.0 | 9074.0 | 10442 | 11180 | 10959 | 12014 |3420.0 | 1723.0 | 1344.0 | 1570.0 | 17450 | 1185 |Working Cap'l ($mill) 1400
Pfd Stock None 1340.0 | 1324.0 | 1961.0 | 1830.0 | 2078.0 | 1993.0 | 1893.0 | 1872.0 | 1998.0 | 4014.0 | 4155.0 | 4000 |Long-Term Debt ($mill) 3250
Common Stock 323,289,389 shares 43710 | 46470 | 4548.0 | 51530 | 53030 | 52180 | 6221.0 | 53100 | 5379.0 | 82510 | 8078.0 | 7800 |Shr. Equity ($mill) 10950
as of September 30, 2011 6.8% | 8.6% | 10.9% | 9.2% | 95% | 9.7% | 9.1% | 95% | 101% | 6.9% | 8.0% | 9.5% [Return on Total Cap'l 9.0%
77% | 10.0% | 14.6% | 11.2% | 12.1% | 12.2% | 10.9% | 11.7% | 12.7% | 9.2% | 12.1% | 14.5% |Return on Shr. Equity 12.0%
- 27% | 6.0% | 105% | 7.5% | 85% | 86% | 80% | 85% 9.6% | 7.1% | 9.7% | 12.0% |Retained to Com Eq 10.0%
MARKET CAP: $15.5 billion (Large Cap) 7% | S50% | 29% | 33% | 30% | 30% | 26% | 28% | 24% | 23% | 20% | 17% |All Divds to Net Prof 14%
CU'(?&EL’\E,T) POSITION 2009 2010 /30711 BUSINESS: Aon Corporation is a holding company whose subsidi-  Benfield Group 11/08. Has about 59,000 employees. Chairman:
Cash Assets 639 1131 902 | aries operate in two segments: Risk and Insurance Brokerage Serv-  Lester B. Knight. President and Chief Executive Officer: Gregory C.
S?ﬁg;vables ﬁggg 1%8% lgggg ices and Consulting. Clients include corporations, professional or- ~ Case. Officers & directors own 1.2% of common; Southeastern As-
Current Assets 13080 14519 14500 ganizationsj and governments. Acquiredl Gil y Qarvajal, 2/98; Le set Mgt.,, 7.0%; T. Rowe Price, 6.1%; (4/11 Proxy). _Incorporgteq:
Accts Payable 1535 1810 1611 Blanc_de Nicolay, 5/98; A.I.S., 8/98,; Hewitt Associates, 11/_10. Sold Delaware. Address: 200 East Randolph Street, Chicago, lllinois
Debt Due 10 492 163 | Combined Insurance Company of America, 4/08; Sterling Life, 4/08; ~ 60601. Telephone: (312) 381-1000. Internet: www.aon.com.
Other 11095 10647 10991 7 P : ; ; hili
Current Liab. 12640 12949 13765 Aon Corporation finished 2011 with a strong financial flexibility should allow

Aon to return value to its shareholders via
repurchase for the foreseeable future.
Business prospects are improving. The
company has been facing a difficult operat-
ing environment of late. However, it ap-
pears that some of Aon’s key markets
should start to bounce back in the year
ahead. Most notably, the HR Solutions
business should provide a boost to share
net going forward. All told, we estimate
earnings of $3.50 a share for 2012.
Long-term prospects appear favor-
able. The Property & Casualty business
appears poised to improve over the coming
years. Moreover, management’s focus on
building out its business in emerging mar-
kets should bolster profits over the long
haul. As a result, we project the bottom
line ought to advance at a double-digit clip
over the 3- to 5-year pull.

We suggest most investors look else-
where for now. This good-quality issue is
ranked to mirror the market in the year
ahead. What's more, this equity has sub-
par total return potential over the 2014-
2016 time frame.

Richard Gallagher February 17, 2012

(A) Incl. insurance ops. (B) Diluted earnings.
Incl. 9/11-related items: '01, d16¢; '02, 6¢; '03,
3¢. Excl. nonrec. items: '01, d49¢; '03, d11¢;
‘04, d10¢; '05, 25¢; '06, 27¢; '07, 60¢; '08,
© 2012, Value Line Publishing LLC. All rights reserved.

$2.8

May
vest

0. Next egs. rpt. due early May.

, mid-Aug., and mid-Nov. = Dividend rein-
ment plan avail. (D) Incl. intangibles. In
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2010: $12,258 mill., $36.89/sh. (E) In mill., adj.
(C) Dividends historically paid in mid-Feb., mid- | for split.

Company’s Financial Strength A
Stock’s Price Stability 100
Price Growth Persistence 65
Earnings Predictability 95

To subscribe call 1-800-833-0046.
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RECENT Trailing: 169 RELATIVE DIVD i
AUTOZONE’ |NC. NYSE-AZ0 PRICE 34675 RATIO ].5 6(Med|a|g 130 | PIE RATIO 1 03 YLD Nll
mewess 2 mescon [ gy 36T 9] B3TGST 54 E A [10a] 60 R 18]S o8 Soee o
SAFETY 3 New2193 LEGENDS
— 9.0 x "Cash Flow" p sh 640
TECHNICAL 3 Raised2giz |- Relaive Pice Strengh
tions: Yes 480
BETA .70 (1.00 = Market) haded areas indicate recessions| | | | | |} 4 4 0 o o | @ |eseeedmmm== 400
2014-16 PROJECTIONS e 320
Ann’| Total R A N R 240
Price Gain Return al 200
High 420 (+2o%g 5% ; ; 160
Low 280 (-20%) -5% L
Insider Decisions o TTLLLL PR e ||| 120
MAMJJASON 1 ul all
thuy 000000000 I liillllli I|“|lI ! TR L FA T ) — 80
pons 0 3 6 2 1 0 3 5 2 L] 1 oo . |60
oSl 1384305683 - ; g % TOT. RETURN 12/11
Institutional Decisions |'| THIS VL ARITH
Q2011 2Q2011 30U | percent 36 "|:l/ s ot et e Ly STl%c; WEE; L
ooy 1% 105 203 shares 24 Akt bl riirC st i NI AR sy 180 919 [
Hids(eo) 35871 35246 33975 ROV 1 R REARRRRERE RO (LA TR Sy 1812 216
AutoZone was founded in 1979 under the | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [2007 |2008 | 2009 | 2010 [2011 [2012 | ©VALUELINEPUB.LLC |14-16
name AutoShack. In 1984, Kohlberg, Kravis, | 44.04 | 5365 | 6152 | 7079 | 74.61 | 83.68 | 9354 |109.43 | 134.19 | 163.23 | 201.28 | 243.05 |Sales per sh A 319.30
and Roberts (KKR) bought out the company | 360 | 550 | 7.07| 845| 929 | 997 | 1145 | 1361 | 1649 | 2063 | 26.06 | 31.25 |“Cash Flow"per sh 41.90
for $596 million. It changed its name to| 238| 400| 534| 65| 7.23| 750 | 853 | 1004 | 11.73 | 1497 | 1947 | 23.35 |Earnings per sh B 29.00
AutoZone, Inc. in 1988. In Jan., 1991, Gold- . . . . - . .- . . . Nil | Div'ds Decl'd per sh Nil
man Sachs led an offering of 14,950,000 792 | 694 | 421| 215| 511 | 661 | 611 | 385 | d852 |d16.38 | d31.27 | 4150 |Book Valuepersh © | d31.70
shares of common stock to the public at|109.41 [ 99.27 | 88.71 | 79.63 | 7654 | 7108 | 6596 | 59.61 | 50.80 | 45.11 | 40.I1 | 36.00 |Common Shs Outstg D | 29.00
$5.75 per share (adjusted for stock splits). [ 129 169 | 143 | 131| 122 | 122 | 143 | 120| 120| 114 137 Avg Ann'l PJE Ratio 120
As a result of various secondary offerings, 66 92 82 69 65 66 76 2 80 NE] 83 Relative PIE Ratio 80
KKR's stake fell to 44% in December, 1993. -- -- -- -- -- .- -- -- .- -- -- Avg Ann'l Div'd Yield Nil
In December, 1991, the company changed 155 T 53255 | 5457.1 | 5637.0 | 57109 | 59484 | 6169.8 | 65227 | 68166 | 73626 | 8073.0 | 8750 |Sales (smil) A 9260
its incorporation from Delaware to Nevada. | 4530 | 46.8% | 48.1% | 50.8% | 513% | 51.7% | 522% | 52.7% | 52.8% | 530% | 535% | 53.8% |Gross Margin & 54.0%
CAPITAL STRUCTURE as of 11/19/11 13.2% | 16.7% | 18.8% | 19.6% | 20.2% | 19.3% | 19.7% | 19.8% | 19.9% | 205% | 20.9% | 21.1% |Operating Margin E 21.5%
Total Debt $3354.3 mill. Due in 5 Yrs $2657.3 mill. | 3040 | 3107 | 3268 | 3483 | 3673 | 3871 | 4056 | 4240 | 4417 | 4627 | 4813 | 5020 |Number of Stores 5670
|Lr1Tc|B§2£ggl78rilmgL . gp':t‘;ﬁ;gfflgggso mill 2111 | 4282 | 5176 | 5662 | 5751 | 569.3 | 595.7 | 6416 | 657.01 | 7383 | 849.0| 910 |Net Profit (Smill) 945
(Total interest coverage: 7.8x) ' 34.5% | 38.1% | 37.9% | 37.5% | 37.0% | 36.9% | 36.4% | 36.3% | 36.4% | 36.4% | 35.9% | 37.0% |Income Tax Rate 37.0%
Leases, Uncapitalized Annual rentals $209.8 mill. 5.6% 8.0% 9.5% | 10.0% | 10.1% 9.6% 9.7% 9.8% 9.6% | 10.0% | 10.5% | 10.4% |Net Profit Margin 10.2%
Pension Assets-8/11 $156.9 mill. 618 | d835| d906 | d623 | 1183 | 643 | d154 | 67.0 | d145.1 | d452.2 | d6385 | d815 |Working Cap'l ($mill) 160
Oblig.$241.7 mill. 12254 | 11945 | 1546.9 | 1869.3 | 18619 | 1857.2 | 1935.6 | 2250.0 | 2726.9 | 2882.3 | 33517 | 3400 |Long-Term Debt ($mill) | 3600
Pfd Stock None 866.2 | 6891 | 3738 | 1714 | 3910 | 469.5 | 4032 | 229.7 | d433.1 | d738.8 |d1254.2 | d1495 |Shr. Equity ($mill) d920
Common Stock 39,316,000 shs. 15.4% | 24.9% | 29.2% | 30.0% | 27.9% | 26.9% | 28.1% | 28.3% | 31.7% | 38.2% | 45.3% | 55.5% [Return on Total Cap'l 39.5%
31.3% | 62.1% | NMF | NMF | NMF | NMF | NMF | NMF | NMF| NMF| NMF| NMF |Returnon Shr. Equity NMF
MARKET CAP: $13.6 billion (Large Cap) 313% | 62.1% | NMF| NMF | NMF | NMF | NMF | NMF | NMF| NMF| NMF| NMF [Retainedto Com Eq NMF
CURRENT POSITION 2009 2010 11/19/11 - - - - - - - - - - - Nil | All Div'ds to Net Prof Nil
Cas(ﬁMALSLS')etS 92.7 98.3 96.7 | BUSINESS: AutoZone, Inc. is the largest auto parts and acces- press stores, 10/98. Sold TruckPro, 12/01. Has about 65,000 em-
Receivables 126.5 1258  135.7 | sories retailer in the U.S. Operates 4,832 stores in the U.S. and ployees. '11 depr. rate: 4.4%. William C. Crowley of ESL Invest-
Inventory (LIFO) ~ 2207.5 2304.6 2531.2 | Mexico (as of 11/19/11). About 50% are owned, 50% leased. Aver- ments owns 29.3% of common shares; Other officers & directors,
8ther t Asset zégig 26?2% 2812& age square footage per store: 6,510. Offers commercial delivery to  3.6% (10/11 Proxy). Chairman, President & CEO: Wiliam C.
Agé;gr:)a Zsbeles 2118'8 2433‘1 2843I7 repair shops, and diagnostic and repair software through ALLDATA.  Rhodes IIl. Inc: Nevada. Address: 123 S. Front St., Memphis, TN
Debt Duey - 262 F354 Acqg'd. Auto Palace, 2/98; Chief Auto Parts, 6/98; 100 Pep Boys Ex- 38103. Telephone: (901) 495-6500. Internet: www.autozone.com.
gther Lish 2?82'3 3822'8 3233'8 AutoZone started off fiscal 2012 (ends ments, AutoZone will probably continue to
urrent 8. : i ~ | August 28th) nicely. A 4.6% comparable- utilize cash for the aggressive repurchase
ANNUAL RATES  Past Past Est'd’'09-11| store sales gain supported better-than-7% of shares. Debt financing is likely, too,
Jchange persh)  10¥s, XS ©4ba | top-line growth in the November period. though the company will aim to maintain
“Cash Flow”  21.0% 180% 150% | We believe the refining of its auto parts a strong credit rating. )
Earnings 225% 165% 135% | selection is reaping benefits, including in- Rapid gains in commercial sales
Dividends - o w | creases in the average receipt. The sales ought to contribute to bottom-line
- i increase was achieved despite substantial- growth. With the ongoing rollout of that
Riscal |  QUARTERLYSALES(Smil)» | Full | |y higher prices at the pump that limited service, 60% of domestic stores now opera-
Ends_[Nov-Per Feb.Per May Per Aug.Per| vear | miles driven and discretionary income. te commercial programs. These revenues
2008 |1455.7 1339.2 1517.3 22105 |6522.7 | The resulting share-earnings jump was have been climbing at a more-than-20%
2009 11478.3 14479 16581 22325 168168 | 2496 year over year, to $4.68. We have year-over-year rate and should be bol-
2010 |1589.2 1506.2 1822.0 24452 173626 | ypped our full-year forecast by $0.75, to stered by the taking of business from com-
%8% ggﬂ igggg %?1%4 ggggg g%go $23.35. . . petitors, in light of AutoZone's modest
- : : Hub store refurbishments remain a market share. But the higher proportion of
Riscal | EARNINGS PER SHARE A® full.| priority this year. The modification of commercial sales might still limit margin
Ends [Nov.Per Feb Per May Per Aug.Per| 'vear | about 30 hub locations has helped drive expansion, even as management targets
2008 | 202 167 249 38 | 10.04| same-store sales growth through the ex- improved productivity. Efforts include in-
2009 | 223 203 313 443 | 1173} pansion of available product inventory. vestments in the salesforce, lifting late-
2010 | 282 246 412 566 | 1497| Moreover, management plans to continue model parts coverage, and adding labor
ggg %Zg ig# ggg g%g %ggé to boost square footage at a 4% annual hours.
. . . . = rate. There appears to be sufficient room AutoZone shares are ranked favorably
Cal- |  QUARTERLY DIVIDENDS PAID Full | to add stores in the U.S., where AutoZone for year-ahead performance. Share-net
endar |Mar3l Jun30 Sep.30 Dec3l| Year | cyrrently operates nearly 4,600 locations. gains to 2014-2016 should be assisted by
2008 Notably, it will also build upon its approxi- the renovation of over 50 more hub units.
2009 NO CASH DIVIDENDS mate 280-unit base in Mexico and intends However, the stock’s current quotation dis-
2010 BEING PAID to enter the Brazilian market in late counts much of this expected rise.
58% calendar 2012. Along with these invest- Damon Churchwell February 3, 2012

(A) Fiscal year ends last Saturday in August.
Fourth quarter is sixteen weeks. Fiscal years |ring losses: '01, $0.84; ‘05, $0.05. Next earn-
2002 and 2008 include 53 weeks. (B) Diluted |ings report due early-Mar. (C) Includes in- | EITF Issue 02-16. (F) Excludes $568.9 mill. in
earnings. Fiscal earnings may not sum due to | tangible assets: Fiscal 2011, $302.7 mill;
© 2012, Value Line Publishing LLC. Al rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

changes in diluted share count. Excl. nonrecur- | $7.55 per share. (D) In mill. (E) Margins for fis-
cal 2003 and beyond reflect the adoption of

commercial paper classified as long-term debt.

Company’s Financial Strength B
Stock’s Price Stability 90
Price Growth Persistence 70
Earnings Predictability 100

To subscribe call 1-800-833-0046.
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BERKLEY W.R. NYSE-WRB PRICE . RATIO 14. Median: 10.0/{PIERATIO L. YLD U7
TMELNESS 4 weeonn | BV 5) M7 ‘350 163| fi| %8| e8| 23| 8| Ba| B8 %3 Target Price Range
SAFETY 2 Rased6711 | LEGENDS
—— 10.0 x Earnings p sh 128
TECHNICAL 4 Lowered 1211611 | ;- - Relative Price Strength
3-for-2 split  7/02 96
BETA .70 (1.00 = Market) 3-for-2 split  8/03 80
7014-16 PROJECTIONS | 31013 whit 410g sioro—a4—o— 1 @ 1 64
. _ Ann'l Total | Options: Yes ) 4 48
) Price Ga”; Retg/rn haded areas indicate recessions .; ........... 40
'I:{(IJ%] 4613 E:gg"% 15% 3012 |,H'+r"""|=...||”“ : L '||iI 82
Insider Decisions 3Horr2 o I"i., ‘irm-""*' R 24
JFMAMIJJAS [} i
By 00000O0O0O0O 9 16
Optons 0 0 2 000000 ¢ g L 12
oSl 000100000 ORI e, 3 9% TOT. RETURN 11/11
Institutional Decisions | ||”| N X THS  VLARITH
101 200U 30U | percent 15 P T PP . =2 oty lreey . 1y SzTgclK lNDlEé
bl 1i0 135 13p| Sheres L0 R R bt it 3y, 236 1044 |
HIds(000) 111283 108947 107343 L T (IO Sy 15 223
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 [ 2004 | 2005 [2006 [2007 |2008 |[2009 [2010 (2011 |2012 | ©VALUELINEPUB.LLC|14-16
5.25 6.58 743 953 | 1091 | 1148 999 | 1209 | 17.21 | 2142 | 2332 | 2434 | 2586 | 26,57 | 2431 | 27.20 | 30.65| 34.85 |P/C Prem Earned p sh 40.75
.90 1.10 133 151 147 1.62 1.16 1.01 112 154 2.11 3.04 373 333 353 3.82 4.00 4.30 |Investment Inc p sh 6.00
152 2.09 252 | d143| d2.13| d154| d2.16 d.05 .79 134 1.68 291 322 2.07 141 149 .60 .85 |Underwriting Inc p sh 245
.38 51 54 .35 d.21 27 d.61 .90 144 2.07 2.65 343 373 2.95 2.23 2.70 2.10 2.50 |Earnings per sh A 5.00
.06 .07 .08 .09 10 10 10 10 12 13 13 15 19 22 24 27 .30 .32 |Div'ds Decl'd per sh B 40
4.64 4.96 5.67 5.69 456 5.17 554 7.16 895 | 11.13 | 1342 | 17.30 | 19.80 | 1887 | 22.97 | 26.31| 28.60 | 30.70 |Book Value per sh 36.95
153.15 | 149.11 | 149.69 | 134.18 | 129.68 | 129.89 | 168.28 | 186.38 | 187.96 | 189.61 | 191.26 | 192.77 | 180.32 | 161.47 | 156.55 | 141.01 | 135.00 | 132.00 |Common Shs Outst'g € | 130.00
113% | 124% | 130% | 136% | 108% 96% | 158% | 150% | 158% | 166% | 184% | 206% | 159% | 140% | 104% | 101% Price to Book Value 135%
14.0 122 136 223 - 18.1 -- 12.0 9.8 8.9 9.3 104 8.4 9.0 10.7 9.8 | Bold figyres are |Avg Ann'| P/E Ratio 10.0
.94 .76 .78 1.16 - 118 -- .66 56 47 .50 .56 45 54 71 .63 Value|Line Relative P/E Ratio .65
12%| 11%| 11%| 12% | 21% | 21%| 12% | 10% | 8% | 7% | 5% | 4% | 6% | 8% | 10%| 10%| ="' |AvgAnnlDivid Yield 8%
CAPITAL STRUCTURE as of 9/30/11 1680.5 | 2252.5 | 3234.6 | 4061.1 | 4460.9 | 4692.6 | 4663.7 | 4289.0 | 3805.8 | 3835.6 | 4140 | 4600 |P/C Premiums Earned 5300
Total Debt $1744.7 mill. Due in 5 Yrs $485.0 mill. 82.1% | 65.0% | 63.4% | 63.0% | 62.4% | 61.0% | 59.6% | 62.2% | 61.4% | 60.2% | 64.0% | 64.0% |Loss to Prem Earned 62.0%
LT Debt $1501.8 mill. LT Interest $95.0 mill 35.7% | 29.4% | 28.2% | 30.7% | 30.5% | 27.0% | 28.0% | 30.0% | 32.8% | 34.3% | 34.0% | 33.5% |Expenseto Prem Writ | 32.0%
(28% of Cap') d17.9% | 56% | 84% | 62% | 7.2% | 12.0% | 12.4% | 7.8% 5.8% | 55% | 20% | 2.5% |Underwriting Margin 6.0%
.- | 34.3% | 29.4% | 29.6% | 29.1% | 28.9% | 29.3% | 26.2% | 4.0% | 26.1% | 25.5% | 25.0% (Income Tax Rate 25.0%
Leases, Uncapitalized $31.3 million d89.4 | 160.1 | 2857 | 4120 | 5311 | 6937 | 7339 | 503.7 | 367.0 | 421.1 285 330 |Net Profit ($mill) 650
No Defined Benefit Pension Plan 70% | 48% | 43% | 41% | 43% | 55% | 6.1% | 4.8% 42% | 41% | 4.0% | 4.2% |Inv Inc/Total Inv 5.5%
Pfd Stock None 5634 | 7031 | 9335 | 11451 | 13896 | 15656 | 16832 | 16121 | 17329 | 17529 | 18500 | 20000 |Total Assets ($mill) 23000
Common Stock 137,102,059 shs. 11298 | 15335 | 16826 | 21007 | 2567.1 | 33352 | 35698 | 30463 | 36019 | 3709.8 | 3860 | 4050 |Shr. Equity ($mill 4800
as of 11/1/11
NMF | 10.4% | 17.0% | 19.5% | 20.7% | 20.8% | 20.6% | 16.5% | 10.2% | 114% | 7.5% | 8.0% |Return on Shr. Equity 13.5%
MARKET CAP: $4.5 billion (Mid Cap) NMF | 9.4% | 15.7% | 18.4% | 19.9% | 19.9% | 19.5% | 15.0% 9.4% | 10.0% | 6.5% | 7.0% |Retainedto Com Eq 12.5%
EINANCIAL POSITION 2009 2010 9/30/11 | NMF | 21% 8% 6% 4% 4% 5% % 8% | 12% | 14% | 13% |All Div'ds to Net Prof 8%
Borf?i’g“') 11229.2 11209.2 11230.8 | BUSINESS: W.R. Berkley Corporation is an insurance holding —down: 27% Regional ops., 34% Specialty ops., 15% Alternative in-
Stocks 401.4 561.1 438.5 | company, operating in regional property/casualty insurance, surance, 10% Reinsurance, 14% International. Has approximately
Other 5698.0 5758.2 6661.5 | reinsurance, int'l insurance, specialty insurance, and alternative in- 6,255 employees. Officers & directors own 20.6% of common (4/11
Total Assets 17328.6 17528.5 18330.8 | surance. Regional P/C operations are concentrated in the southern  Proxy). President, Chairman & CEO: William Berkley. Incorporated:
Unearned Prems 1928.4 1953.7 2215.0 | and midwestern United States. Specialty and alternative insurance  Delaware. Address: 475 Steamboat Road, Greenwich, CT 06830.
gfﬁgr“’es g%ég gg}lgg ggg}lg businesses are conducted nationally. 2010 written premium break-  Telephone: 203-629-3000. Internet: www.wrbc.com.

Total Liab'ties

13726.7 13818.7 14461.0

ANNUAL RATES  Past

Past Est'd '08-'10

of change (persh) 10 VYrs. 5Yrs.  to'14-16

Premium Inc 95%  45%  8.0%

Invest Income 9.0% 175%  9.0%

Earnings 345%  50% 11.5%

Dividends 95% 14.0%  85%

Book Value 16.0% 155%  8.5%

Cal- NET PREMIUMS EARNED ($ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2008 1124 1075 1055 1035  |4289

2009 |979 951 943 933 (3806

2010 {9306 9481 9673 990 |3836

2011 (9825 1017.2 10558 1084.5 (4140

2012 120 1140 1160 1180  |4600

Cal- EARNINGS PER SHARE A Full
endar |[Mar.31 Jun.30 Sep.30 Dec.31| VYear
2008 83 17 73 62 | 295
2009 .25 .60 67 a1 | 223
2010 .70 .65 67 68 | 270
2011 .66 46 44 541 210
2012 .63 .64 .58 65 | 250
Cal- QUARTERLY DIVIDENDS PAID & Full
endar [Mar.31 Jun.30 Sep.30 Dec.31| VYear
2007 | .04 .05 .05 .05 19
2008 | .05 .05 .06 .06 22
2009 | .06 .06 .06 .06 24
2010 | .06 .06 .07 .07 .26
2011 | .07 07 .08 .08

W.R. Berkley posted lower earnings
on a year-over-year basis in the Sep-
tember quarter. We believe that this re-
quires an explanation, however.
Catastrophes were greater than expected
during the period, reflecting increased
storm activity, namely Hurricane Irene
and Tropical Storm Lee. Hence, the com-
bined ratio was 99.1% for the period, a
notable deterioration from last year’s fig-
ure of 94.3%. A subdued economic recovery
and historically low interest rates made
for difficult comparisons, as well. On a
brighter note, net premiums earned in-
creased 9% from last year, while rate in-
creases were in the mid-single-digits.

We look for a marked uptick in the
bottom line in 2012, largely reflecting
gradually improving conditions in the
broader property/casualty (P/C) insurance
market. We look for a solid uptick in the
top line, driven by more favorable pricing
across most product lines and geographic
regions. It appears that fundamentals in
the overall insurance market are solidify-
ing, though the progress will probably be
measured. We expect the greatest rate in-
creases from those segments that were

directly affected by the aforementioned
storm activity. The underwriting margin
should remain in positive territory, bar-
ring an overage of catastrophes.
Meantime, investment yields may well re-
main constrained, though increased cash
flow should help boost investment income,
in aggregate.

Double-digit annual earnings growth
might well be in the cards for the pull
to 2014-2016. Share repurchases should
help support bottom-line gains.

These shares have catapulted in price
over the past three months. We believe
this may be due to investor optimism
regarding the fortunes of the broader P/C
insurance industry. Despite this ascent,
these shares still offer worthwhile total re-
turn potential over the 3 to 5 years ahead,
particularly when adjusted for risk. The
stock’s Beta coefficient (.70) is below the
market average, while Earnings Predict-
ability (75 out of 100) is above average rel-
ative to other names under our coverage.
That said, these shares are ranked to be

(A) Prim. egs. through 1996, dil. after. Excl.
nonrecurr. gains/(losses): '98, (3¢); '99, (10¢);
'01, (2¢); '02, 8¢; '04, 21¢; '06, 3¢; '07, 5¢; '08,
($1.30); '09, (37¢); '10, 20¢. Incl. real. loss: '01,
© 2011, Value Line Publishing LLC. All rights reserved

2¢;°04, 1¢. Next earnings report due early Feb.
(B) Div'ds. historically paid in mid-March, June,
Sept., and Dec.
(C) In mill., adj. for splits.
. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

market underperformers in the vyear

ahead.

Alan G. House December 16, 2011
Company’s Financial Strength B++
Stock’s Price Stability 95
Price Growth Persistence 80
Earnings Predictability 75

To subscribe call 1-800-833-0046.
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ANNUAL RATES Past Past Est'd '08-'10

of change (per sh) 10 Yrs 5Yrs.  to'14-'16
Sales 1.5% 1.5% 4.5%
“Cash Flow” -0.5% 3.0% 6.5%
Earnings -1.5% 3.0% 8.0%
Dividends 3.5% 2.5% 3.5%
Book Value 6.5% 8.5% 6.5%
Cal- QUARTERLY SALES ($ mill.) Full

endar |Mar.31 Jun. 30 Sep.30 Dec.31| Year

building.

It stood at $6.8 billion at the Still, sales of the more promising new

end of 2011's first quarter, but probably pipeline medicines should
topped $9.5 billion at yearend. With an op-
timal long-term debt-to-total capital ratio,

and robust cash flow-generating ability, Sprycel,
the company has ample means to fund the company’s recently FDA-approved skin
cancer treatment, Yervoy, is posting un-

generous dividend and share repurchases

(to replace option expirations). This raises expectedly strong
the question, what is management going blood-thinning agent Eliquis appears to be
to do with excess funds? The most obvious getting favorable feedback from FDA ad-

answer would be to make bolt-on acquisi-
tions (or even a major purchase). Bristol
has mulled over the idea of acquiring a petitors Xarelto and Pradaxa.

small biotech or generic drug company to This top-quality issue is tailor-made

help replace lost sales from patent expira-
tions (see below).

prescription drug patent expirations.

went off patent in 2011), would have ac-

counted for 22% of total sales, and Avapro,

2012

2008 | 5181 5203 5254 4959 (20597
2009 | 2904 5384 5487 5033 (18808
2010 | 4807 4768 4798 5111 (19484
2011 | 5011 5434 5345 5090 (20880
2012 | 5150 5300 5400 5500 (21350
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 33 .38 46 A2 159
2009 27 A7 A48 A1 1.63
2010 43 53 .55 .28 1.79
2011 57 52 56 50 2.15
2012 .50 .60 .60 50 | 220
Cal- QUARTERLY DIVIDENDS PAID B= Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 | .31 31 31 31 1.24
2009 | .31 31 31 31 1.24
2010 | .32 32 32 32 1.28
2011 | .33 33 33 33 1.32

company has a decent portfolio of newer

the kind of sales these drugs did. Competi-

tion is more fierce, and there are fewer ail-

65% of lost volume by 2014-2016. Stand-
outs include Abilify, Ipilimumab, Orencia,
Reyataz, and Sustiva. Also, the

visory panels. In initial studies,
been found to be more effective than com-

results.

for the conservative, income-o

investor. The high dividend yield (partic-
Bristol was hit harder than most by ularly for a drug company), is the main at-
traction. The payout is well covered, and
Indeed, it is estimated that Plavix (which should continue growing at a 3%-4% aver-
age annual clip. Over the years, strong
finances and the lofty dividend appear to
(which goes off patent in 2012), garnered have provided a floor for the stock price.
18% of revenue last year. Although the As a result, we believe the downside risk
even though the equity's up-
drugs, we doubt any of them will achieve side potential is meager. An unexpected
acquisition may, however, change that.

is minimal,

Jeremy J. Butler

January

In addition,
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FMAMIJJASO
By 100000000 10
Optons 0 0 0 410322 R . . 75
foSel 000510002 N N O N % TOT.RETURN 12/11 [
Institutional Decisions . T e THIS VL ARITH*
1Q2011  2Q011  3Q2011 STOCK  INDEX |
to Buy 447 464 504 Eﬁ;?ees”‘ }3 | . 1IN EMAIN lyr. 304 59 [
to Sell 508 493 471 traded 5 01 TY YA T ) thl ol T I [ITITHIH THTEEET 3yr. 740 9.9 [
Hids(000)1.14330311538701140170 LT O T Rt TR R RRRRRRRS RO Sy 713 216
Bristol-Myers Squibb was incorporated in | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [2007 |2008 | 2009 |2010 | 2011 [2012 | ©VALUELINEPUB.LLC|14-16
Delaware in August 1933 as successortoa| 991 | 9.35| 1077 | 9.98| 984 | 913 | 977 | 1043 | 11.00 | 1147 | 1275 | 1310 |Sales persh 14.10
New York business started in 1887. The| 281| 143 | 201| 170 | 201| 129 | 154 | 201 | 231| 226| 265| 270 |“CashFlow” persh 3.20
company was formed by a merger between | 241 | 107 | 159| 121 152 81| 109 | 159 | 163| 179| 215| 220 |Earnings pershA 2.65
Bristol-Myers Company and Squibb Corpo-| 110 | 112 | 112| 12| 112 | 12| 115| 124 | 124| 128| 132| 138 |Divids Decl'd per shBa 154
ration on October 4, 1989. The combination 52 51 48 35 38 41 43 48 43 25 45 50 [Cap'l Spending per sh 55
was effected through an exchange of 2.4| 548 | 463 | 504| 525| 574 592 | 534 | 620 | 865 9.20| 1010 | 10.50 |Book Value per sh© 1165
shares of Bristol-Myers for each share of | 1960.6 | 1937.4 | 19405 | 19424 | 19523 | 1962.4 | 1979.4 | 1974.3 | 1709.5 | 1699.3 | 1635.0 | 1630.0 |Common Shs Outstg D | 1650.0
Squibb. 238 29.1 159 208 159 298 26.4 13.6 133 143 145 Avg Ann’l PJE Ratio 15.0
The merger was effected utilizing the| 122\ 159 91| 110| 85| 161| 140| 82| 89| 92| .95 Relative P/E Ratio 100
pooling-of-interests accounting method. 19% | 36% | 44% | 44% | 46% | 46% | 40% | 57% | 57% | 50% | 53% Avg Ann'I Div'd Yield 3.9%
CAPITAL STRUCTURE as of 9/30/11 ] 19423 | 18119 | 20894 | 19380 | 19207 | 17914 | 19348 | 20597 | 18808 | 19484 | 20880 | 21350 |Sales ($mill) 23300
Total Debt $5619 mill. Duein 5 Yrs $182 mill. 38.3% | 26.2% | 27.5% | 29.9% | 31.6% | 23.7% | 24.4% | 31.7% | 345% | 35.7% | 36.5% | 37.0% |Operating Margin 32.5%
LT Debt $5437 mill. LT Interest %Zzgé/ttfmél;pl) 7810 | 7350 | 789.0 | 909.0 | 929.0 | 956.0 | 8920 | 8160 | 707.0| 7440 800 | 830 | Depreciation ($mill) 900
(Total interest coverage: 3.5x) 47230 | 2034.0 | 3106.0 | 2388.0 | 3000.0 | 1585.0 | 2165.0 | 31430 | 3239.0 | 3102.0 | 3515 | 3585 |Net Profit ($mill) 4375
Leases, Capitalized $28.8 mill 14.3% | 16.4% | 25.9% | 34.2% | 20.5% | 23.2% | 22.7% | 42.6% | 42.2% | 48.9% | 35.0% | 36.0% |Income Tax Rate 38.0%
_ ) ) ) 24.3% | 11.2% | 14.9% | 12.3% | 15.6% | 8.8% | 11.2% | 15.3% | 17.2% | 15.9% | 16.8% | 16.8% |Net Profit Margin 18.8%
Pension Assets-12/10 $5.5 bill. Oblig. $6.3 bill 35230 | 1755.0 | 4388.0 | 4958.0 | 5393.0 | 6286.0 | 1704.0 | 8053.0 | 7645.0 | 9538.0 | 8900 | 9000 |Working Cap'l ($mill) 7500
Pfd Stock None 6237.0 | 6261.0 | 8522.0 | 8463.0 | 8364.0 | 9673.0 | 4381.0 | 6585.0 | 6130.0 | 5328.0 | 5435 | 5500 |Long-Term Debt ($mill) 5700
Common Stock 1635.879.061 shs. 10736 | 8967.0 | 9786.0 | 10202 | 11208 | 11612 | 10562 | 12241 | 14785 | 15638 | 16500 | 17100 |Shr. Equity ($mill) © 19230
asof 102711 28.9% | 14.8% | 18.8% | 14.8% | 17.2% | 9.1% | 155% | 17.4% | 16.2% | 15.6% | 16.0% | 15.5% |Return on Total Cap'l 175%
44.0% | 22.7% | 31.7% | 23.4% | 26.8% | 13.6% | 20.5% | 25.7% | 21.9% | 19.8% | 21.5% | 21.0% |Return on Shr. Equity 23.0%
MARKET CAP: $57.0 billion (Large Cap) 241% [ NMF | 96% | 21% | 73% | NMF | NMF | 56% | 51% | 58% | 85% | 8.0% |Retainedto Com Eq 9.5%
CU%TAIIELI\ET) POSITION 2009 2010 9/30/11 | 45% | 107% | 70% | 91% | 73% | NMF | 102% | 78% | 77% | 71% | 61% | 63% |All Div'ds to Net Prof 58%
Cash_Aséets 8514 9982 8193 | BUSINESS: Bristol-Myers Squibb Company manufactures proprie- tions represent 51% of sales (37% of operating profit); R&D, 16.4%.
Receivables 3164 3202 3687 | tary medical products, ethical pharmaceuticals, diagnostics, infant 10 depreciation rate: 9.6%. Estimated plant age: 17 years. Has
Icr)1¥1eenrtory (Avg Cst) lg%:; %4115(1) %Zg; formula, orthopedic implants, health and beauty aids. Major brand ~ about 44,960 employees. Officers & directors own around 1% of
Current Assets 13058 15795 1489 | names include: Plavix, Avapro, Pravachol, Coumadin, Reyataz, stock; BlackRock, 7.8%; Capital World, 7.7% (3/11 proxy). Chair-
Accts Payable 1711 1745 229p | Sustiva, Baraclude, Erbitux, Taxol, Sprycel, Ixempra, Abilify, En-  man and CEO: Lamberto Andreotti. Inc.: DE. Address: 345 Park
Debt Due 231 117 182 | famil, Enfagrow. Acquired Medarex Inc. 9/1/09. International opera- ~ Ave., NY, NY 10154. Tel.: 212-546-4000. Internet: www.bms.com.
8Lr;fém Liab. égg égg? ;‘gig Bristol-Myers’ cash hoard has been ments without effective treatments.

replace

it has

riented

13, 2012

A) Based on diluted shares outstanding. Next | of February, May, August, and November. =
earnings report due early February. Includes | Dividend reinvestment plan available.
extraordinary charge of $0.11 in 2Q '04.

(B) Dividends historically paid in the first week

© 2012, Value Line Publishing LLC. Al rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product

$3.62/sh.
(D) In millions.

(C) Includes intangibles. In '10: $6.18 million,

Company’s Financial Strength

Stock’s Price Stability
Price Growth Persistence
Earnings Predictability

30
70
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RECENT PIE Trailing: 21.7') | RELATIVE DIVD
BROWN & BROWN NYSE-BRO PRICE 2454 RATIO 20.5(Mediar?: 210 | PIE RATIO 130 YLD 14%
TmeLNess 3 masarne | POV 391 1981 198 133 RS| 39| B B| 3| Be i s Target Price Range
SAFETY 2 Raised52804 | LEGENDS
—— 14.0 x "Cash Flow" p sh
TECHNICAL 2 Raised23i12 |- Relaive Price Sirengin 80
B 2-for-1 split  8/00 60
BETA .70 (1.00 = Market) %:;g::% sz\; ﬁ;gé o1 50
2014-16 PROJECTIONS | Gnons. ves 4 20
. ~ Ann'l Total | Shaded areas indicate recessions Ll 30
Hah 40 (+8%) 14% L4 TP TR S nup 2
[ 30 360 ‘oo D e | Tl o 2
Insider Decisions — T IL |i|”"" . LN T 15
MAMJJIASON I||'| [
wBy 000010000 10
P 92006000600 LSO O N PSS G . 75
Institutional Decisions J/‘J/ | O v u /DTOTTEIETUSIIEIA]I:«{I:'L[&*
Q2011 2Q201L  3QNL | pgreent 15 = : M 1yr. ST.CG)Cg |’\‘[;JB(()
bel 08 111 1og|Shaes 10 1 P TP R 4 PP PR Y B 103 YTV A PP sy, 252 1238 [
HIds(000) 98650 100257 98975 R TR LR RRRRRARRRER RRRRRARRARRFRRARRARRAR RRARRARRRERVRRARRARRRRN RAARRARRARRIRARRIARRARAFRARRRRRRRRARARA Sy 134  27.2
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 [2006 [2007 [2008 | 2009 [2010 {2011 [2012 | ©VALUELINEPUB.LLC| 14-16
1.02 1.14 1.23 142 1.61 1.80 2.89 334 4.02 4.68 5.64 6.27 6.82 6.91 6.81 6.82 7.30 7.95 |Revenues per sh 11.10
.20 23 .26 .30 .36 40 .60 a7 .99 1.16 1.39 157 1.74 1.60 152 159 1.65 1.85 |“Cash Flow” per sh 2.70
14 .16 19 22 25 29 43 61 .80 93 1.08 1.24 1.35 117 1.08 112 113 1.30 |Earnings per sh A 1.95
.04 .04 .04 .05 .06 07 .08 10 12 15 A7 21 .25 29 .30 31 33 .35 |Div'ds Decl'd per sh B 42
.05 .04 .03 32 .05 04 .09 .05 12 .07 .10 A1 22 10 .08 .07 15 .15 [Cap'l Spending per sh .20
.52 .65 74 .78 94 1.04 1.39 2.87 3.63 451 5.48 6.64 7.80 8.71 9.64 | 1055| 11.85| 12.75 |Book Value per sh D 17.05
104.18 | 103.87 | 104.86 | 107.98 | 109.76 | 116.73 | 126.39 | 136.36 | 137.12 | 138.32 | 139.38 | 140.02 | 140.67 | 141.54 | 142.08 | 142.80 | 138.50 | 138.00 |Common Shs Outst'g € | 135.00
137 13.0 153 208 17.8 214 26.2 257 20.0 220 223 24.4 195 16.6 174 177 205 Avg Ann’l PJE Ratio 18.0
92 81 88| 108| 101| 139| 134 140| 114| 116 119| 132 | 104| 100| 116| 114| 128 Relative P/E Ratio 1.20
21% | 20%| 16% | 11% | 13% | 11% 1% 6% 8% 1% 1% J% | 1.0% | 1.5% 16% | 16% | 1.4% Avg Ann’l Div'd Yield 1.2%
CAPITAL STRUCTURE as of 9/30/11 365.0 | 455.7 | 551.0 | 6469 | 7858 | 878.0 | 959.7 | 977.6 | 967.9 | 9735 | 10135 | 1100 [Revenues ($mill) 1500
Total Debt $251.7 mill. Duein 5Yrs $126.7 mill. | 32500 | 35.2% | 37.3% | 37.9% | 38.4% | 38.9% | 39.4% | 355% | 34.3% | 35.6% | 34.0% | 35.5% |Operating Margin 37.0%
LT Debt $250.6 mill. LT Interest flljo/“gg"(':a o | 24| A3[ BT| A1 @3 48| 52| 59| 31| 69| 67.L| 720 Depreciation (Smil) 98.0
Leases, Uncapitalized: Annual rentals $35.2 mil. | 539 | 831 | 1103 | 1288 | 1506 | 1724 | 1910 | 1661 | 1533 | 1618 | 1640| 180 |NetProfit(mill) 265
38.5% | 36.6% | 37.5% | 37.7% | 38.3% | 38.5% | 38.7% | 39.0% | 39.8% | 39.2% | 39.4% | 40.0% |Income Tax Rate 40.0%
No Defined Benefit Pension Plan 14.8% | 18.2% | 20.0% | 19.9% | 19.2% | 19.6% | 19.9% | 17.0% | 15.8% | 16.6% | 16.2% | 16.4% |Net Profit Margin 17.7%
d50.1 34.6 420 | 1749 370 575 313 4| 1347 1826 | 2265 240 |Working Cap’l ($mill) 250
Pfd Stock None 782 | 576| 411| 2271 | 2142 | 2263 | 227.7 | 2536 | 2502 | 250.1| 250.0 | 250 |Long-Term Debt ($mill) 200
Common Stock 143,377 168 shs. 1753 | 3916 | 4980 | 6243 | 7643 | 929.3 | 10975 | 12417 | 1369.9 | 1506.3 | 1644.0 | 1770 |Shr. Equity ($mill) 2300
as of 11/1/11 22.4% | 19.0% | 20.8% | 15.6% | 16.1% | 15.5% | 14.9% | 11.6% 9.9% | 9.6% | 9.0% | 9.0% |Returnon Total Cap'l 11.0%
30.8% | 21.2% | 22.2% | 20.6% | 19.7% | 18.5% | 17.4% | 13.4% | 11.2% | 10.7% | 10.0% | 10.0% |Return on Shr. Equity 11.5%
MARKET CAP: $3.5 billion (Mid Cap) 252% | 17.8% | 18.8% | 17.4% | 16.6% | 15.4% | 14.2% | 10.1% 81% | 7.8% | 7.5% | 7.5% |RetainedtoCom Eq 9.0%
CUR$|$W||ELI\ET POSITION 2009 2010 9/30/11 | 18% | 16% | 15% | 16% | 16% | 17% | 18% | 24% | 28% | 28% | 27% | 26% |All Div'ds to Net Prof 21%
Cash Assets 360.6 404.3  488.1 | BUSINESS: Brown & Brown operates an insurance brokerage firm  compensation, commercial and private automobile insurance, and
Receivables 209.5 2144 2121 | that markets property/casualty products and services to commer- fidelity and surety insurance. Has about 5,285 empls. Off./ dir. own
8ther t Asset G‘l‘gg 623; 725? cial, professional, and individual customers. The company’s proper-  18.8% of stock (includes J. Hyatt Brown, 15.1%); BlackRock, 5.5%
A(L;ggr:aa Zsbeles 365. 4 373'5 396.5 ty insurance protects against physical damage to property and the (4/11 Proxy). Chairman and acting CEO: J. Hyatt Brown. Inc. Fl.
Debt Duey 171 17 11 resultant interruption of business caused by firestorm, windstorm, or ~ Address: 220 South Ridgewood Ave., Daytona Beach, FL 32114.
Other 96.5 95.0 90.7 | other perils. Casualty insurance relates to legal liabilities, workers’  Telephone: 386-252-9601. Internet: www.bbinsurance.com.
Current Liab. 4790 4702 4883 | Brown & Brown’s bottom line ad- ought to be closer to the company’s
ANNUAL RATES  Past Past Estd’08-10| vanced at a solid clip in the fourth 10-year average out to mid-decade.
ofchange (persh)  10¥rs. ~ 5Ys. 001416 | quarter. The company reported share Sustained improvement in the premium
Revenues v Toow  aoer 1% | earnings of $0.25, which was almost 20% pricing environment and the successful in-
Earnings 16.0%  35%  7.0% above the prior year’'s tally. Although tegration of acquired companies will prob-
Dividends 17.5% 155%  6.0% | organic revenues continued to be hurt by baly help revenues and earnings recover
Book Value 265% 165% 95% | the ongoing softness in the premium pric- from the depressed growth rates of the
Cal- | QUARTERLYREVENUES ($mill) | rFun | ing environment, contributions from ac- past few years. Given the insurer’s history,
endar |Mar31 Jun.30 Sep.30 Dec.31| Year | quired entities lifted the top line 7%. we have factored in some purchases into
2008 | 2568 2417 247.0 2321| 9776 Share net should rise approximately our projections.
2009 | 2636 2464 2438 214.1| 9679 15% in 2012. Aside from takeovers, we ex- The stock has bounced back from its
2010 | 2523 2437 2476 2299| 9735 pect a better pricing environment, given 52-week low. The equity fell sharply in
2011 | 2622 2468 2604 24411 10135 the recent trend toward higher pricing. the middle of last year, and by October
2012 | 215 215 280 270 | 1100 | This would drive gains in commissions and was trading under $17.00. Strength in the
Cal- EARNINGS PER SHARE A Full | fees, and benefit organic sales. Moreover, broader markets and a good showing in
endar | Mar.31 Jun.30 Sep.30 Dec.3l| Year | investment income will likely climb as the December quarter seem to have
2008 37 29 29 24 | 117| average invested balances increase. renewed some interest in these shares. In-
2009 | 34 29 29 16 | 1L08| Acquisitions will likely remain key to deed, they have jumped over 50% from
2010 | 31 29 81 21| 112| earnings growth in the years ahead. that nadir. Still, they are only ranked to
20013226 30 25| 113} Brown & Brown purchased the assets of mirror the year-ahead market and, thus,
2012 35 30 34 31 | 130] more than 30 insurance intermediaries in we advise near-term investors to remain
Cal- | QUARTERLY DIVIDENDS PAID & Full | 2011, and has completed two deals so far on the sidelines at this juncture. And even
endar |Mar31 Jun30 Sep.30 Dec3l| Year | this year. A brighter economic environ- though the selection possesses a measure
2008 | .07 07 07 075 29| ment and strengthening cash reserves of conservative appeal and a modest divi-
2009 | 075 075 075 078 | 30| ought to continue fueling the company’s dend yield, the recent increase in price has
2010 | 078 078 078 08 | 3l| healthy appetite for takeovers over the discounted much of its total return poten-
2011 | .08 08 08 08| 33 coming years. tial over the 3- to 5-year span.
2012 | 085 Annual top- and bottom-line gains Randy Shrikishun February 17, 2012

(A) Diluted earnings. Next earnings report due | (B) Dividend historically paid in mid-February, | (D) Includes intangibles. In '10: $1676.7 mil-
late April. Quarterly earnings for 2008 do not | May, August, and November.

sum due to rounding.
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lion, $11.74 a share.

(C) In millions, adjusted for splits.

Company’s Financial Strength A
Stock’s Price Stability 90
Price Growth Persistence 60
Earnings Predictability 95
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RECENT PIE Trailing: 13.9'}| RELATIVE DIVD
CVS CAREMARK NYSE-cVs PRICE 3769 RATIO 12.6(Media|g: 17.0] | PIE RATIO 091 YLD 15%
TIVELINESS i et | o) 202] 319] 18] 188] 237) 38| s 28] M) 33| Tl 00 Target Price Range
SAFETY Raised 6/26/09 LEGENDS
= 11.5 x "Cash Flow" p sh
TECHNICAL 3 Loneredasot | - Reftie e Stergih 128
-for-1 split  6/98 B 96
BETA .80 (1.00 = Market) 2forlspit 605 o [ L . 0= 4 80
2014-16 PROJECTIONS | “Shates reas indicate recessions —————————————+——+— | 77771777 64
. ~ Ann’l Total 2-for- J-- 48
) Price  Gain Return 4 T -1 40
ll:{tl)g\nt] gg (?188%3 %9132 T ] 14_1.,4"' A T |I'|”H 'Illh||' RTIL 32
| LI I | AL L 1t T
Insider Decisions 'Iiiil'i I“l ] A T ! 24
JEMAMI JAS| I|||||I|||'|| E M
By 0100000001 s it 16
Opions 2 2 1 1 110 0 2| "] ST TT7L e |1
Sl 311211003 S R T % TOT. RETURN 11/11
Institutional Decisions . R " Lo THIS VL ARITH*
Q2011 2Q2011 QU | percent 15 M NMEIOC TR Rt i Ly SZT;)clK INDlEé L
Nl BT ar  apy| Shares 10 T b e it 3y w0 1044
HIds(000)1.13764011435451127050 R AR RO (LTI (TP Sy 4L7 223
“Consumer Value Stores” began as a|2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [2008 | 2009 |2010 [2011 |2012 | ©VALUELINEPUB.LLC 14-16
health and beauty aids chain in '63. It grew | 2845 | 3076 | 3362 | 3815 | 4545 | 5306 | 53.14 | 60.80 | 7098 | 70.74 | 82.20 | 89.10 |Sales per sh 106.00
to 17 stores in '64. The first pharmacy| 121| 129| 149| 175| 215| 250 | 259 | 337 | 373| 379| 410| 455 “CashFlow"persh 5.75
opened in '67. In '69, the chain was sold to 78 88| 103| 110| 138 | 157 | 192 | 244 | 263| 269| 280 | 3.20 Earnings pershA 420
Melville, which aggressively expanded the 12 12 12 14 15 16 23 26 31 35 50 .60 |Div'ds Decl'd per sh Ba 1.00
operation, and coupled that with an aggres-| 551 | 629 | 731| 843 | 996 | 1175 | 21.66 | 2390 | 25.71 | 27.66 | 29.40 | 31.80 |Book Value per sh E 38.65
sive acquisition strategy that included Revco | 781.77 | 786.14 | 790.77 | 801.92 | 814.31 | 825.74 | 14365 | 1438.8 | 1391.0 | 1363.0 |1305.00 |1285.00 | Common Shs Outst'g © |1250.00
and Arbor Drug. Melville restructured in '95, [ 283 168 | 141 | 184 | 196 | 193 | 191 | 150 | 120| 121 Bold figlresare |AvgAnn'lP/ERatio 16.0
and changed its name to CVS on 11/19/96. 145 92 80 97| 104 104| 101 90 80 78| ValuelLine |Relative P/E Ratio 1.05
CAPITAL STRUCTURE as of 9/30/11 5% | 8% | 8% | % | 5% | 5% | 6% | 7% | Lo%| 1% | " |Avg Ann'l Divd Yield 1.5%
Total Debt $10.8 bill.  Duein 5Yrs $2620 mill. | 22241 | 24182 | 26588 | 30594 | 37006 | 43814 | 76330 | 87472 | 98729 | 96413 |107275 | 114500 |Sales ($mill) 132500
(LTT tD?‘i’r:frlof b'\'}-r ,ng'{‘x‘)e‘e“$585m"'- 256% | 25.1% | 25.8% | 26.3% | 26.8% | 27.2% | 22.5% | 22.8% | 22.5% | 225% | 22.0% | 22.5% |Gross Margin 225%
oley nerest coverage. =2 (@19 of Cap) | 65% | 63% | 6% | 64% | 700% | 72% | 77% | 88% | 84%  84% | 80% | 8% Operating Margin 8.5%
Leases, Uncapita”zed Annual rentals $2013 mill. 4191 4087 4179 5375 5471 6150 6245 6923 7025 7182 7325 7600 |Number of Stores 8500
Pension Assets-12/10 $426.0 mill. Oblig. $659.0 | 638.0 | 718.6 | 847.3 | 918.8 | 1172.1 | 1343.3 | 2637.0 | 3588.8 | 3803.0 | 3700.0 | 3770 | 4170 |Net Profit ($mill) 5250
mill 30.4% | 38.0% | 38.4% | 34.2% | 38.6% | 38.5% | 39.5% | 39.6% | 40.0% | 38.9% | 39.3% | 39.5% |Income Tax Rate 40.0%
Pfd Stock None 29% | 30% | 32% | 3.0% | 32% | 31% | 35% | 41% 39% | 38% | 35% | 3.6% |NetProfit Margin 4.0%
2388.2 | 2876.2 | 3007.3 | 3060.7 | 3808.8 | 3390.8 |3383.1 | 3036.3 | 5237.0 | 6636.0 | 6600 | 8500 |Working Cap'l ($mill) 15000
Common Stock 1,301,630,309 shs. 810.4 | 1076.3 | 753.1 | 1925.9 | 1594.1 | 2870.4 |8349.7 | 8057.2 | 8756.0 | 8652.0 | 9200 | 9000 |Long-Term Debt ($mill) 7500
as of 10/31/11 4566.9 | 5197.0 | 6021.8 | 6987.2 | 8331.2 | 9917.6 | 31322 | 34574 | 35768 | 37700 | 38350 | 40850 |Shr. Equity ($mill) 48300
- 12.4% | 11.8% | 12.8% | 10.6% | 12.2% | 11.1% | 7.0% | 8.8% 9.0% | 84% | 85% | 9.0% |Returnon Total Cap'l 10.0%
MARKET CAP: $49.1 billion (Large Cap) 14.0% | 13.8% | 14.1% | 13.1% | 14.1% | 135% | 8.4% | 104% | 10.6% | 9.8% | 10.0% | 10.0% |Return on Shr. Equity | 11.0%
CUF(%TAEL“ET)POS'T'ON 2009 2010 9/30/L [T124% | 124% | 12.8% | 118% | 128% | 124% | 74% | 9.3% | 9.4% | 85% | 80% | 85% |Retained to Com Eq 8.5%
Cash Assets 1091.0 14310 1712.0| 16% | 15% | 12% | 13% | 11% | 10% | 12% | 11% | 12% | 13% | 17% | 19% |All Divds to Net Prof 24%
mg%%a:ye(smo) 18‘31%8 1885?8 133%8 BUSINESS: CVS Caremark Corp. is the nation’s foremost in- Major acgs. include Sav-On and Osco (6/06) and Eckerd (8/04).
Other 646.0 655.0 946.0 | tegrated services provider, combining one of the nation’s leading Pharmacy (Rx) contributes abt. 68% of sales; 3rd-party, about 97%
Current Assets 17537.0 17706.0 18938.0 | pharmaceutical services companies with the country’s largest of Rx sales. It has more than 200,000 employees. Officers & direc-
Accts Payable 3560.0 4062.0 4387.0 | pharmacy chain. It fills more than one billion prescriptions per year tors own 1.1% of common stock. (3/11 proxy). CEO & President:
Debt Due 2419.0 1405.0 _601.0 | and has about 7,200 locations in 41 states, Puerto Rico, and the Larry J. Merlo. Inc.: DE. Addr.. One CVS Drive, Woonsocket, R
8$$ernt Liab lgggég 1?3(7)38 l;gggg District of Columbia. New stores average about 11,500 square feet. 02895. Tel.: 401-765-1500. Web: www.cvs.com.

——— CVS Caremark stock has been getting going. Meanwhile, steady market-share
oAfmﬁg/:L(meh;ES past  Past Estd 08101 the thumbs up on Wall Street. The is- gains ought to prop up results on the retail
Sales 115% 115% 80% | sue has held up well since we went to drugstore side. A dispute between Wal-
“Cash Flow" 125% 150%  80% | press in September, thanks largely to the green and Express Scripts may well work
Earnings 130% 100w 83% | company’s operating performance of late.  to CVS' advantage, too, enabling it to
Book Value 195% 245% 7.0% | The pharmacy chain put up some garner additional market share in the
Cal- QUARTERLY SALES (§ mil) Ful solid numbers recently, registering a near term. Likewise, the merger between
endar |Mar.Per Jun Per Sep Per Dec.Per| vear | NEAIthY share-net advance in the third Express Scripts and Medco isn't overly
2008 21326 21140 20864 24142 | 87472 quarter, on a 12% top-line increase. Notab- concerning for now, from a competitive
2009 | 23304 24871 24642 25822 | ag7o9| 1Y revenues surged 26% in the Pharmacy standpoint, thanks to CVS' successful
2010 | 23760 24007 23875 24771 | 96a13| Se€rvices unit, driven by a previously an- business model. )

2011 |25880 26629 26674 28092 [107275| nounced long-term contract inked with The company is making good use of
2012 | 28150 28250 28450 29650 114500 | Aetna, and contributions from the recent its capital. Share repurchases have to-
cal- EARNINGS PER SHARE A Full purchase of Universal American’s Medi- taled about $2.55 billion so far this year,
endar |Mar.Per Jun.Per Sep.Per Dec.Per| vear | CAF€ prescription drug business. A lower and the dividend has been hiked. CVS also
2008 3 60 60 20 | 244 share count helped, too. Chances are CVS bought back about $960 million through
2009 55 ‘65 ‘65 78 | 283 will _have a flne finish, and push share |ts_$1 l_)llllon ten(_:Ier offer of 6.3% notes.
2010 | 60 65 65 80 | 269| €arnings up nicely for all of 2011. This will lower interest expense. Addi-
2011 | 57 6 70 88 | 28 | We remain upbeat about the earnings tional stock buybacks and dividend in-
2012 65 75 80 100 | 320| outlook for 2012, given the strength creases are likely, made possible by strong
B within the Pharmacy Benefits Man- cash flow.

eﬁg; MSEQ\IQTEEI;]Y.EI?AVIgiﬁI?SSOPAIgecI31 \',:g;'r agement branch. So far, the Aetna deal CVS shares are an overall appealing
2007 10438 060 060 060 2 signed several months ago has proven to choice. The stock is now timely for the
5008 | 060 060 069 069 % be a boon for the PBM division, helping to year ahead. Those with a 3- to 5-year stra-
2009 | 076 076 076 076 30 | partially replace lost revenue from earlier tegy likely won't be disappointed either, as
2010 | 0875 0875 0875 0875 | 35 | contracts that failed to get renewed. our projections indicate the issue has some
2011 | 125 125 125 125 Strong client retention, along with new room to climb.

business wins, should keep the momentum J. Susan Ferrara December 23, 2011
(A) From cont. oper.; based on diluted shares. | not add due to rounding. Next egs. report due | mill., adj. for stk. splts. (D) Merged with | Company's Financial Strength A
Excl. net nonrecurring items: '01, (56¢); '05, | early Feb. (B) Dividends are historically paid in | Caremark, 3/07. (E) Includes intangibles of | Stock’s Price Stability 90
(7¢); '06, 3¢; '08 (17¢); '09, 8¢; '10 (18¢); '11 | early Feb., May, Aug., Nov. = Div'd reinvest. | $35.5 billion or $26.01 a share as of 12/31/10. | Price Growth Persistence 80
(10¢). Exludes amortization as of 2008. May | plan avail. May not add due to rounding. (C) In Earnings Predictability 95
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CAPlTOL FED FlN LNDQ CFFN PRICE 1156 RATIO 28 9(Med|a|g 430/ PIE RATIO 1 99 YLD 26%
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SAFETY 3 Lowredli4ll | LEGENDS
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Price  Gain Return 20
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FMAMUJJASO JJ_ILIIII | . 8
Ciors 000000000 P I A R 6
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10Buy P Yo Vu Cnent 43 L TIELTT ! lyn. 45 59 [
to Sell 57 98 79 | raded 1.5 W1 LT 1L AN T | 3yr.  -69.3 919 [
Hids(000) 109669 111695 109741 Tt e TR ot Tty oo o O OO ECEEEERECTIVRRTANIT AL Sy 594 216
In December 2010, Capitol Federal Finan- | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [2007 |2008 | 2009 |2010 | 2011 [2012 | ©VALUELINEPUB.LLC|14-16
cial completed its conversion from a mutual | 4253 | 4557 | 4276 | 44.18 | 4528 | 4360 | 39.93 | 4505 | 4523 | 4037 | 53.77 | 56.15 Mortgage Loans persh | 63.00
holding company form of organization to a | 2355 | 26.38 | 2551 | 24.64 | 2355 | 2327 | 2334 | 2340 | 2521 | 2619 | 2684 | 27.50 |Savings Deposits per sh | 34.00
stock form of organization. Capital Federal 44 54 32 24 39 29 19 31 40 40 40 40 |Earnings per sh AB 60
Financial, which owned 100% of Capital 25 33 40 88 88 88 88 88 88 88 30 30 [Div'ds Decl'd per sh € 38
Federal Savings Bank, was succeeded by| 576 | 593| 58| 497| 514 | 515| 516 | 520 | 561 574| 1158 | 1245 |Book Value per sh 16.10
Capital Federal Financial, Inc., a new | 182.02 | 166,50 | 166.11 | 167.49 | 168.16 | 167.59 | 168.10 | 167.69 | 167.74 | 167.50 | 167.50 | 164.50 Common Shs Outst'g © | 167.50
Maryland corporation. 169 192 400 NMF| 390 | 508 | NMF| 531 | 433 346| 283 Avg Ann'l PJE Ratio 30.0
CAPITAL STRUCTURE as of 9/30/11 .87 1.05 2.28 NMF 2.08 2.74 NMF 3.20 2.88 2.18 177 Relative P/E Ratio 2.00
34% | 32% | 31% | 6.0% | 58% | 6.0% | 54% | 54% 51% | 6.2% | 2.6% Avg Ann’l Div'd Yield 2.2%
FHLB Advances S28795mill. - cay | S971| 5866 | 4847 4084 | 4285 4357 | 4355 | 4408 | 4414 4085 3719[ 380 |Gross Income (smil 480
Other LT Debt Nil. (55% o Cap) | 65 796 | 6329 | 67.4% | 65.8% | 57.1% | 65.2% | 70.1% | 62.8% | 535% | 50.1% | 47.9% | 46.0% [Int Costto Gross nc | 45.0%
718 89.6 52.0 403 65.1 48.1 323 51.0 66.3 67.8 64.4 66.0 |Net Profit ($mill) 100
No Defined Benefit Pension Plan 36.9% | 39.1% | 39.0% | 39.7% | 38.3% | 38.9% | 39.0% | 36.4% | 37.0% | 35.6% | 33.0% | 33.0% |Income Tax Rate 36.0%
13.0% | 15.3% | 10.7% | 9.9% | 15.4% | 11.0% | 7.4% | 11.6% | 15.0% | 16.6% | 17.3% | 17.4% |Net Profit Margin 21.0%
Pfd Stock None 8635.4 | 87811 | 85825 | 85410 | 8409.7 | 8199.1 | 7675.9 | 8055.2 | 8403.7 | 8487.1 | 94508 | 10200 |Total Assets ($mil) 12750
Common Stock 167,498,133 shs. 32000 | 32000 | 3200.0 | 3449.4 | 34265 | 3268.7 | 2732.2 | 2447.1 | 2392.6 | 2376.0 | 23795 | 2390 [FHLB Advances (Smill) | 2350
(As of 11/18/11) 10483 | 9874 | 9764 | 8324 | 8651 | 8632 | 867.6 | 8712 | 941.3 | 962.0 | 1939.5 | 2050 |Shr. Equity ($mill) 2700
-- -- -- -- -- --| 8035 | 8208 | 1100 | 756.5 930 | 1100 |New Loan Volume ($mill)| 1300
. . -- -- -- -- -- -- 2% 2% 5% 5% A% 5% |Problem Assets to Lns 2%
MARKET CAP: $1.9 billion (Mid Cap) 12.1% | 11.2% | 114% | 9.7% | 10.3% | 105% | 11.3% | 10.8% | 11.2% | 11.3% | 20.5% | 20.0% |Shr. Eq. to Total Assets | 21.0%
EARNINGS FACTORS 10.6% | 11.7% | 15.0% | 17.9% | 17.4% | 16.7% | 17.8% | 18.6% | 21.2% | 22.0% | 24.8% | 25.0% |G&A Expto GrossInc | 26.0%
Margin (%) 2009 2010 9/30/11 90% | 1.02% | .61% | A47% | .77% | 59% | .42% | .63% | .79% | .80% | .68% | .65% [Return on Total Assets .80%
Earning Asset Yield 5.13 4.55 77| 74% | 91% | 53% | 48% | 75% | 5.6% | 3.7% | 58% 70% | 7.1% | 3.3% | 3.0% |Returnon Shr. Equity 3.5%
Cost of Funds 3.27 2.77 235
Yield-Cost Margin 1.86 1.78 1.42 | BUSINESS: Capitol Federal Financial is the holding company for include passbook and statement savings, money market accounts,
12 mos. | Cap. Fed. Savings Bank. It has 45 branch locations in Kansas and NOW, and noninterest bearing checking. Loans at 9/30/11: 97%
Net Changes ($mill.) 2009 2010 9/30/11 | is the leading residential lender in the state. The bank serves the real estate; 3% consumer. Has about 750 employees. Officers &
'5%&’(‘)35 its 333; ‘Ig?g 1638 Topeka, Kansas City, Wichita, Lawrence, Manhattan, Emporia, and  directors own 2.2% of common stock (1/11 proxy). Chairman and
FHLB Advances & ' "~ | Salina areas. It primarily attracts retail deposits and uses the funds  CEO: John B. Dicus. Inc.: KS. Address: 700 Kansas Ave. Topeka,
Other Borrowing 545 -89.2 -122.5 | to provide mortgage loans to owner-occupied residences. Deposits  KS 66603. Telephone: 785-235-1341. Internet: www.capfed.com.
ANNUAL RATES  Past Past Est'd’08-'10| We believe Capitol Federal Financial A special common stock dividend of
ofchangepersh) 10%s  Svis. 101638 | will have another difficult time in fis- $0.10 a share was paid in the calendar
Saviﬁggr,ep 2'5% 5% 55% | cal 2012, which ends on September 30th. fourth quarter of 2011. This follows a
Earnings 30% 35% 80% | The loans receivable portfolio may contin- $0.60-a-share supplemental payout earlier
gg’éﬁe\;‘gﬁe A 5’},‘/:)' ue to be held back by a rise in the level of that year. The board of directors contends
' ' ' loan repayments. Indeed, refinancing ac- that it is committed to distributing to
- - tivity will probably pick up once more, stockholders 100% of the annual earnings
F\'(se%?l Decsé\jll.lNlairD%F:{O\?luTr?(g(gnlllé)(eA 30 F'i:éjtl:lal spurred by such factors as the low of Capitol Federal for the first two fiscal
Ends - : - p. Year | jnterest-rate environment and heightened years after its conversion from a mutual
3888 ggg% Zfﬁ% ii% iggg competition for good-quality loans. All this holding firm to a fully public stock compa-
5010 | 1227 4319 4374 4386 bodes ill for net interest income, a key sta- ny (completed in early fiscal 2011). Of
2011 | 4682 4711 4559 4495 tistic for the company. On the positive course, this ought to please income-
2012 | 4515 4545 4570 4600 side, it seems that the provision for credit oriented accounts.
Fiscal EARNINGS PER SHARE A & Fan | losses will decline again. (That figure was We expect these shares to underper-
Year | pac a1 Mar 31 Jun. 30 Sep. 30 Fiscal| $4.1 m_|II_|on during fiscal 2011, rel_atlve to f(_)rm the broader mgrke_t in the next
Ends - : - | Year | $8.9 million the year before.) Despite that, six to 12 months (Timeliness rank 4:
%888 (1)8 (1)1 83 %8 % the company’'s bottom line could be flat, Below Average). And at the recent quo-
2010 kT 09 10 10 40 around $0.40 a share, for the new fiscal tation, recovery potential is not appealing.
2011 09 10 10 10 40 | year. _ ) ) Another factor worth mentioning is the
02| 10 10 10 10 10| Per-share profits might well improve company's heavy exposure to mortgage
cal QUARTERLY DIVIDENDS PAID © Ful some in _flscal 2013, thou_gh. That's loans, which have had their share of
engér Mar3l Jun30 Sep.30 Dec.3l Yé’ar based partially on our assumption that the troubles over the past several years. All
2008 % % 2 ” o business environment gets bett_er_, albeit thmgs considered, most investors are ad-
2009 | 22 99 99 99 's8 gradually. Moreover, the provision for vised to stay on the sidelines for now,
2010 | 22 99 99 99 ‘g3 | Credit losses ought to be under control. since it appears that the company’s opera-
2011 | o075 o075 o075 o075 | 30 | Consequently, earnings per share stand to ting results will remain lackluster for a
2012 advance by several pennies, perhaps to while.
$0.45. Frederick L. Harris, 111 January 13, 2012
(A) Fisc. yr. ends Sept. 30th. (B) Diluted egs. | in mid-Feb., May, Aug., and Nov. Excl. special | through '10, CFFN paid a special div'd equal to | Company’s Financial Strength B+
Excludes nonrecurring charges: '04, $0.90; '11, | divids.: Q1 '11, $0.60; Q4, $0.10; '10; $0.13, | 25% of the excess of net income over the | Stock's Price Stability 90
$0.16. '11 EPS don't sum due to rounding. |'09; $0.13, '08; $0.05, '07; $0.05, '06; $0.04, | scheduled annual div'd payments. Div'ds were | Price Growth Persistence 35
Next egs. report due early Feb. (C) Div'ds. paid | '05; $0.13, '03; $0.36, '02; $0.54. From '05 | waived by Cap. Fed. Savings Bank. (D) In mill. | Earnings Predictability 65
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RECENT PIE Trailing: 214} | RELATIVE DIVD
CHURCH & DWlGHT NYSE- CHD PRICE 4524 RATIO 197 Median: 19.0,/ | PIE RATIO l 41 YLD 15%
High: | 9.3 122| 138| 168| 198 218| 286 328| 31.2| 355| 46.3 i
TMELNESS 3 s | O 33) 23] ‘33| "53| B38| BY| B3| B3| %8| B7| %3 83 Tz%rfft 28;2 R;ng
SAFETY 1 Raised 716107 LEGENDS
—— 13.0 x "Cash Flow" p sh 128
TECHNICAL 4 Lowered 123111 -+ Relative Price Strength
2 for-1 split  9/99 96
BETA .60 (1.00 = Market) 3-for-2 split  9/04 80
201416 PROJECTIONS. | atons s P ) N A —— 64
. Ann’l Total | Shaded areas indicate recessions N 48
Price  Gain Return TITE 2 N EEEEEE R 40
High 60 (+35%3 9% T AL 2
Low 45 (Nil 2% Tl K_I'T"J—’“" .
Insider Decisions 3-fot2 ey L0 Il 2
FMAMJJASO LA
y ! 16
0By 000200000 :
gptigﬁﬁs 540140011 r-,-w ollg |12
oSl 540240011 - [N % TOT. RETURN 11/11
Institutional Decisions alll //Imlﬁrm‘lw " S SR 070 THIS v VLAR‘/TH_,
Q201 2Q201L - 3QWU | pgreent 18 [ II ‘ x - Lyr SE%CS lNDlEé
9 6 ot T, eeote b0 evee Jovesel® “Tlee . : i .

NEl 105 Tee  aa | shares 12 et e ot gt T T AT 3y a2 1044 |

HIds(000) 116348 115125 116775 eIl IIIIIIIIIII I||IIIIIIII e L Sy 1213 223
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 2004 | 2005 [ 2006 |2007 |2008 {2009 [ 2010 | 2011 |2012 | ©VALUELINEPUB.LLC| 14-16

4.15 452 4.93 591 6.26 6.91 9.20 8.75 8.64 1157 | 1374 | 1488 | 16.76 | 17.28 | 17.87 | 1819 | 19.10 | 19.80 |Sales persh E 22.20
.20 .30 33 41 53 61 70 .80 89 1.01 132 1.49 1.70 1.94 2.37 2.51 2.75 3.00 | “Cash Flow” per sh 3.75
.09 18 21 .26 34 43 44 54 62 .69 .92 1.04 123 143 174 198 2.20 2.45 |Earnings per sh A 310
.07 .07 .08 .08 .09 .09 10 10 10 12 12 13 13 A7 23 31 .68 .68 | Div'ds Decl'd per sh Bs 72
A7 .06 .09 23 28 19 29 32 .26 .28 .30 .36 37 .70 .96 45 .50 .75 |Cap'l Spending per sh 150
131 1.42 154 1.68 1.95 2.04 240 2.90 3.58 443 5.51 6.61 8.15 950 | 11.35| 1314 | 1470 | 16.50 |Book Value per sh © 19.70

117.15 | 116.71 | 116.62 | 115.87 | 116,57 | 11513 | 117.43 | 119.69 | 122.36 | 126.38 | 126.38 | 130.72 | 132.49 | 140.15 | 141.10 | 142.40 | 142.00 | 142.00 |Common Shs Outst'g © | 142.00

38.1 19.1 22.3 19.7 220 149 18.8 19.2 17.9 214 19.4 18.1 19.9 19.8 158 16.4 185 Avg Ann’l PJE Ratio 17.0
2.55 1.20 1.29 1.02 1.25 97 96 1.05 1.02 113 1.03 .98 1.06 119 1.05 1.00 1.16 Relative P/E Ratio 1.15

22% | 21% | 17% | 16% | 11% | 15%| 12% | 1.0% 9% 8% 1% 1% 5% 6% 8% 9% | 17% Avg Ann’l Div'd Yield 1.4%

CAPITAL STRUCTURE as of 9/30/11 ] 1080.9 | 1047.1 | 1056.9 | 1462.1 | 1736.5 | 1945.7 | 2220.9 | 2422.4 | 2520.9 | 2589.2 | 2715 | 2815 |Sales ($mill)E 3150
Total Debt $253.6 mill. Duein 5 Yrs $249.7 mill. | 11,906 | 12.7% | 13.4% | 144% | 14.8% | 15.6% | 16.3% | 17.2% | 20.0% | 20.1% | 21.5% | 23.0% |Operating Margin 23.0%
(LJTD"ftgtrfszt“:éZn';'j'_'-% &Ttiﬂ;ﬂr?;‘rfslto-o mil. 278 | 219| 302 | 391| 442| 57| 567| 7.4 | 854| 716| 740| 78.0 |Depreciation (mil) 90.0
coverage: 16.9x) ‘ (11%of Capl) | 539 | 67.3| 785 888 | 1229 | 1426 | 1690 | 2009 | 2487 | 2859| 315| 350 |Net Profit (Smill) 40

39.4% | 33.8% | 32.9% | 30.3% | 29.8% | 33.1% | 36.2% | 36.0% | 37.4% | 35.3% | 35.0% | 35.0% |Income Tax Rate 35.0%
Leases, Uncapitalized Annual rentals $18.0 mill. 5.0% | 6.4% | 74% | 61% | 7.1% | 7.3% | 7.6% | 83% | 9.9% | 11.0% | 11.6% | 12.4% |Net Profit Margin 14.0%
Pension Assets-12/10 $67.9 mill. Oblig. $81.2 972 | 942| 571 1363 | 847 | 1117 | 277.6 | 2780 | 3613 | 2024 | 375| 600 |Working Cap'l ($mill) 700
Qfﬂ-Stock None 406.6 | 3525 | 3311 | 7547 | 6353 | 7929 | 707.3 | 7814 | 597.3 | 249.7 200 200 |Long-Term Debt ($mill) 100
Common Stock 143,049,833 shares 2823 | 3476 | 4385 | 560.0 | 6969 | 863.8 | 10803 | 133L5 | 16018 | 18709 | 2085 | 2340 |Shr. Equity ($mill) 2800
as of 11/1/11 8.5% | 10.4% | 11.5% | 8.2% | 10.0% | 9.4% | 11.1% | 10.6% | 11.9% | 14.0% | 14.0% | 14.0% |Return on Total Cap'l 15.0%
(adj. for 2:1 stock split paid 6/1/11) 19.1% | 19.4% | 17.9% | 15.9% | 17.6% | 16.5% | 15.6% | 15.1% | 15.5% | 15.3% | 15.0% | 15.0% |Return on Shr. Equity 15.5%
MARKET CAP: $6.5 billion (Large Cap) 15.1% | 15.9% | 15.1% | 13.4% | 15.4% | 14.6% | 13.8% | 13.4% | 135% | 12.9% | 10.5% | 11.0% |Retained to Com Eq 12.0%
CUR$|?W||ELI\ET POSITION 2009 2010 9/30/11 | 21% | 18% | 16% | 16% | 12% | 12% | 12% | 12% | 13% | 15% | 31% | 27% |All Div'ds to Net Prof 23%
Cash Assets 4471 189.2  275.0 | BUSINESS: Church & Dwight Co., Inc. is the world’s largest pro- bonate & potassium carbonate for industrial cleaners, animal feed,

Receivables 2222 2311 2620 | ducer of sodium bicarbonate. Consumer products include Arm & pharmaceutical applications, & glass production. '10 depreciation

Ion%eenrtory (LIFO) Zzllg? lggg zggj Hammer baking soda, laundry detergent, carpet and room rate: 10.1%. Has 3,600 empl. Off. & dir. own 2.0% of comm.;

Current Assets 928I3 649.5 798.8 deodorizer, cat litter, toothpaste, deodorant, and Brillo. Personal Nueberger Berman, 9.0% (4/11 proxy). Pres. & CEO: James
Accts Payable 332'5 355'3 376.7 care products include Trojan condoms and First Response preg-  Cragie. Inc.: DE. Addr.: 469 N. Harrison St., Princeton, NJ 08543.

Debt Dué 218.9 90.0 3.9 | nancy kits, among others. Specialty products include sodium bicar- ~ Telephone: 609-683-5900. Internet: www.churchdwight.com.

85;;2“‘ Liab 5(1338 44%? 332'2 Church & Dwight (C&D) likely regis- aforementioned challenges, the company

: ' —— tered an 11% earnings gain in 2011. Al- continues to gain market share in the con-
ANNUAL RATES  Past Past Est'd'08'10 | though this review went to press before sumer packaged goods space. Church's
of change (per sh) 10 Yrs 5Yrs. t0 '14-'16 : « " :

Sales 15% 125% 40% | the company reported its fourth-quarter “power” brands continue to do well,

“Cash Flow” 17 0% 175% 9.0% | results, we expect that decent volume thanks to product innovation and invest-

Earnings 185% 19.0% 10.5% | growth and firmer pricing probably helped ments in effective marketing. Church’s

Dividends 8.0% 10.5% 20.50% i H f H H .

Book Value 19.0% 215% ~ o5 | to offset rising commodity costs. Despite core premium category has been maintain

e challenges from volatile economic condi- ing positive momentum. The company’s
cal- | SUAGQTEREYSQLESFEW'D“-) ber| FUI| tions, and softer domestic consumption, Arm & Hammer and TROJAN products
endar Mar Per.Jun.Per.5ep.Per. Dec.Per.| Year | ce b's diverse product spectrum in the have continued to stand out. Moreover, we

2008 |5529 5940 6306 6448 124224 \glye category has made its products more expect price increases to help offset higher

%ggg Zggg gﬁgé gggs gggg %gégg attractive to a broader demographic dur- raw material costs. Meanwhile, the compa-

2011 |6423 6749 7010 6968 |2715 ing times of greater austerity. Manage- ny’s steady gains, even during the econom-

‘ ‘ ‘ ! ment has noted that, domestically, the ic downturn, have enabled investments in

2012 | 670 700 720 725 [2815 . Cee . H

EARNINGS PER SHARE A Arm & Hammer and XTRA brand laundry product diversification. This has helped

iji" Mar3l Jun30 Sep30 Dec.l 5”” detergents have been among the top sel- the company to widen its price-point spec-

endar | Var.51 Jun. . : €4 | |ers of late. Meanwhile, international sales trum and  offer competitive premium

%008 -21 -23 -26 ig %‘31 have been impressive, thanks to strong brands in addition to its core value port-

2888 'Sg '52 '42 3| 198 demand in Canada, Mexico, and Australia. folio. This augurs well for profitability over

2011 g 57 54 5 | oo | We believe these factors will continue to the long term.

02 | 83 & 50 60 | 245| drive profitability higher over the next However, the stock is not particularly

.UARTERII.YDIVIDENDSPAIDE; — several quarters, especially once economic compelling at present. These shares
gg"r MQ31 30n30 Sep.30 D '31 5””r conditions stabilize. have been range-bound since our Septem-
endar i Mar.s1 Jun.sd -ep.s0 Dec. €} Although the looming threat of reces- ber review, and we expect them to track

2007 | 035 .03 .04 04 15] sion in the eurozone is a cause for the broader market averages in the year

%ggg 825 825 8‘7"5 8‘7"5 g concern, we remain cautiously opti- ahead. In addition, 3- to 5-year appreci-

2010 | 07 07 085 085 31 mistic about the company’s perform- ation potential is limited.

2011 | 17 17 17 17 ’ ance over the long haul. In spite of the Simon R. Shoucair December 30, 2011
(A) Dil. egs.; primary thru '96. Excl. nonrecur. | acquisition related charges: '04, 30¢. Next egs. | $1729.8 mill., $24.30/sh. (D) In millions, ad- Company’s Financial Strength A
gns.: '99, 8¢; '02, 5¢; '03, 6¢; losses: '98, 2¢; | rpt. due early Feb. (B) Divd. are hist. paid in | justed for stock splits. (E) From 2002 onward Stock’s Price Stability 100
'00, 39¢; '01, 17¢; '02, 7¢; '08, 8¢; '09, 7¢; '10, | Mar., June, Sep., and Dec. = Dividend reinvest- | sales reflect adoption of accounting policies Price Growth Persistence 95
(21¢). Egs. may not sum due to rounding. Incl. | ment plan available. (C) Incl. intang. In '10: EITF 00-14 and EITF 00-25. Earnings Predictability 100
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RECENT PIE Trailing: 31.3')| RELATIVE DIVD
CLOROX CO NYSE-CLX PRICE 6541 RATIO 16.0(Mediar?: i00)piearo 1,14 Yo 38%
meuness 4 o | 00T 5] 5] 4181 53 wed] 58] %3] a] B2 @h) 8] & g e Rnge
SAFETY 2 lowerd 41400 [ LEGENDS ]
3 i %{t‘él(;&e%ahs&%?rvevn rtJhSh 200
TECHNICAL Raised 12/30/11 Sior1 it 5199 g 160
BETA .65 (1.00 = Market) Options: Yes
2014-16 PROJECTIONS haded areas indicate recessions| | | | | | | | | 1 eeeeadaaa 100
. . Ann'l Total D D FUUyepupu (e 80
" Price Galrg Retgrn - iy o A Y T S
gh 115 %“'75@3 18% IHI i T T T Lt :'I|| |Ii=| Tt WL} 60
Low 85 (+30%) 10% et —— T TR L 50
Insider Decisions i fr=rrtel gt 40
FMAMIJASO| 2. | !IL 30
By 00000O0O0O0O wle s
Options 6 0 1 316000 ol Lone™ ... . |20
foSell 811327000 ot e S S S SN IO . % TOT. RETURN 11/11
Institutional Decisions T et ] THIS  VLARITH*
ol 310 261 280 | shares  127pp T T AT T i 3y 214 1044 [
HUs(000) 98270 95361 92286 \ IIII||IIIII A i I Sy 184 223
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [2007 [2008 | 2009 |2010 | 2011 [2012 | ©VALUELINEPUB.LLC |14-16
929 | 1082| 1227 | 1332| 1701 | 17.35| 1649 | 1821 | 1939 | 20.30 | 2893 | 30.69 | 32.05 | 3820 | 39.16 | 39.88 | 39.91 | 41.15 |Sales persh A 48.80
143 1.65 1.82 212 252 2.64 2.57 2.30 3.30 349 4.66 417 455 4.82 5.22 5.68 351 5.70 |“Cash Flow" per sh 7.10
.95 1.07 121 141 1.63 1.75 1.63 1.37 2.33 2.55 2.88 2.89 323 324 381 424 2.07 4.10 |Earnings per sh B 5.50
A48 53 .58 .64 12 80 84 84 .88 1.08 1.10 1.14 131 1.66 1.88 2.05 2.25 2.45 |Div'ds Decl'd per sh C= 2.80
.29 41 46 48 75 67 81 .79 .96 81 1.00 1.19 97 123 142 1.46 1.74 1.90 |Cap’l Spending per sh 2.00
4.42 455 5.02 5.21 6.67 7.62 8.03 6.07 5.69 7.23 | d3.65 | d1.03 113 | d268 | d1.26 .60 d.66 d.10 |Book Value per sh P 3.60
213.49 | 205.03 | 206.33 | 205.74 | 235.31 | 235.36 | 236.69 | 223.01 | 213.68 | 212.99 | 151.68 | 151.30 | 151.26 | 138.04 | 139.16 | 138.76 | 131.07 | 130.00 |Common Shs Outst'g E | 125.00
149 179 224 215 332 25.0 226 29.6 18.2 188 19.8 20.1 19.7 185 145 144 319 Avg Ann’l PJE Ratio 18.0
100 112| 129| 143| 189| 163| 116| 162| 104| 99| 105| 109 | 105| 111 97 91| 195 Relative P/E Ratio 1.20
34% | 28% | 21% | 17% | 13% | 18% | 23% | 21% | 21% | 23% | 19% | 20% | 21% | 2.8% 34% | 34% | 3.4% Avg Ann’l Div'd Yield 2.8%
CAPITAL STRUCTURE as of 9/30/11 3903.0 | 4061.0 | 4144.0 | 4324.0 | 4388.0 | 4644.0 | 4847.0 | 5273.0 | 5450.0 | 5534.0 | 5231.0 | 5350 |Sales ($mill) A 6100
Total Debt $2562 mill. Duein 5 Yrs $2187 mill. | 22,99 | 23.2% | 25.2% | 24.7% | 23.0% | 20.8% | 21.8% | 20.7% | 22.2% | 23.1% | 20.9% | 22.0% |Operating Margin 24.5%
LTT tD?t.’thlztz mill ,;Tl'“‘efe“ $110 mill. 2250 | 1900 | 1910 | 197.0 | 190.0 | 188.0 | 1920 | 2050 | 190.0| 1850 | 1730 | 180 |Depreciation ($mil) 200
e o ot of o) 3840 | 3220 | 5140 | 5460 | 5170 | 4430 | 496.0 | 4610 | 5370 | 603.0 | 287.0| 560 |Net Profit (Smill 690
Leases, Uncapitalized Annual rentals $62 mill. 29.7% | 35.3% | 35.9% | 35.0% | 29.1% | 32.2% | 33.2% | 33.5% | 33.8% | 34.8% | 49.0% | 32.5% |Income Tax Rate 34.0%
Pension Assets-6/11 $335 mill. Oblig. $566 mill. 9.8% | 7.9% | 12.4% | 12.6% | 11.8% | 9.5% | 10.2% | 8.7% 9.9% | 10.9% | 5.5% | 10.5% |Net Profit Margin 11.3%
Pfd Stock None 340 | d223.0 | d500.0 | d225.0 | d258.0 | d123.0 | d395.0 | d412.0 | d757.0 | d523.0 | d86.0 | d120 |Working Cap'l ($mill) d50.0
Common Stock 131.904 793 shs 685.0 | 678.0 | 495.0 | 4750 | 2122.0 | 1966.0 | 1462.0 | 2720.0 | 2151.0 | 2124.0 | 2125.0 | 2100 |Long-Term Debt ($mill) 1400
o ' 1900.0 | 1354.0 | 1215.0 | 1540.0 | d553.0 | d156.0 | 171.0 | d370.0 | d175.0 | 83.0 | d86.0 | d15.0 |Shr. Equity ($mill) 420
15.9% | 16.7% | 30.7% | 27.8% | 35.2% | 27.3% | 33.6% | 22.5% | 30.0% | 29.8% | 16.8% | 29.5% |Return on Total Cap'l 38.0%
MARKET CAP: $8.6 billion (Large Cap) 20.2% | 23.8% | 42.3% | 35.5% -- - NMF -- NMF | NMF| NMF | NMF |Returnon Shr. Equity NMF
CURRENT POSITION 2010 2011 9/30/11 | 9.7% | 9.3% | 26.4% | 20.6% -- -- | NMF -- -- | NMF --| NMF |Retained to Com Eq NMF
Cas(ﬁMAll_;_éLts 87 259 270 52% 61% 38% | 42% 39% | 39% 3% | 49% 48% | 47% | NMF 60% |All Div'ds to Net Prof 51%
Receivables 544 525 439 | BUSINESS: The Clorox Co. operates in four segments. Cleaning ucts: liquid bleach 14%, trash bags, 13%, and charcoal 11%. Acq'd
g;’heenrtory (LIFO) %% ﬁ% ‘l‘g; consists of laundry, home care, and professional products (31% of ~ First Brands (1/99), Burt's Bees (11/07). Has 8,100 empls. Off. &
Current Assets T124 1579 1238 '11 sales and 45% of ApretAax income). Lifestylg consists of fopd dir. own 2.2_0_/0 of common stock; Three institutions 15.7%; Icahn
Accts Payable 210 423 357 products and water filtration systems and _fllters (17%, Nil). Related Entities, 9.51%. (9/11 proxy). Chrmn. and CEO.: Donald R.
Debt Due 671 459 440 | Household consists of charcoal, cat litter, plastic bags, wraps and ~ Knauss. Inc.. CA. Add.: 1221 Broadway, Oakland, CA 94612. Tele-
Other 566 483 471 | containers (31%, 36%). International (21%, 19%). Largest prod-  phone: 510-271-7000. Internet: www.clorox.com.
Current Liab. 1647 1365 1268 I'\y\ie're nudging up Clorox’s fiscal 2012 Customers have pushed back on some
ANNUAL RATES  Past Past Estd’'09-'11| (ends June) share-earnings estimate price increases. Two of the company’s
ochange (persh)  10¥rs - Srs 0 l4d6 | by $0.05, to $4.10. That matches the top main products (liquid bleach and Glad
“Cash Flow” 65% 30% 80% | Of the company's $4.00-$4.10 share guid- trash bags) raised prices significantly (lig-
Earnings 75% 40% 105% | ance (which would be about a 5% increase uid bleach by 12% in August, and trash
Dividends 100% 13.0% @XM | over fiscal 2011's $3.92 a share of operat- bags by 10% in May) to counter higher
_ . ing profit). Sales growth ought to come chemicals and resin costs. Demand for
Riscal | QUARTERLYSALES(mill) A | Full | close to the high end of Clorox’s 1%-3% these products softened as a result.
Ends |Sep-30 Dec.31 Mar3l Jun30| 'vear | target, mainly helped by price increases Demand also slipped due to heightened
2008 | 1239 1186 1353 1495 [5273.0 | and new products including a soon-to-be competition from private-label makers.
2009 | 1384 1216 1350 1500 |5450.0 | Jaunched bleach in gel form. A lower tax Carl Icahn is selling his Clorox
2010 | 1872 1279 1366 1517 |58340 | rate also will aid profits. shares. The corporate activist has been
ggg ggg ﬁgg ﬁgg iﬁ% gggéo Higher commodity costs will be hefty. trimming his position since he realized
- The company expects input costs to rise that institutional shareholders would not
Riscal |  EARNINGSPERSHARE A5 | Full | 140 million-$150 million. Moreover, an- support his slate of nominees in a proxy
Ends |Sep.30 Dec.31 Mar3l Jun30) vear | other $40 million-$50 million of increased contest. Mr. Icahn’s share holdings are
2008 7665 71 112 | 324| expenses will likely occur in the manufac- now below 5% (from a 9.5% peak), a level
2009 | .91 62 108 120 | 38l| tyring and logistics area. Clorox plans to where he doesn’t have to report his trans-
2010 | 111 a7 116120 4.24 fully offset these inflationary items actions. His departure allows management
%gﬁ gg dl%g igg ﬁi i% through price increases, as well as cost to fully devote its time to running the com-
: : : : —1 savings of $90 million-$100 million. (Note: pany. Note: Advisory costs for the prospec-
Cal- | QUARTERLYDIVIDENDSPAID®= | Full | Clorox has a good cost savings record.) tive’ proxy battle” lowered September-
endar |Mar.31 Jun.30 Sep.30 Dec.dl| Year | Apout 90% of the company’s brands quarter share earnings by $0.06.
2007 | 31 31 40 40 | 142| are market leaders, occupying first or At this juncture, an above-average
2008 | 40 40 46 46 | 172| second place in their niche categories. vyield is Clorox’s main attraction. Note:
2009 | 46 46 50 50 | 192 That's a key reason why the company has The company has raised its dividend al-
2000 |50 50 .55 55 | 210| peen able to raise prices more than 50 most annually in the last 30 years.
21 95 95 60 60 times in the last five years. But . . . Jerome H. Kaplan December 30, 2011

(A) Fscl. yr. ends June 30. (B) Based on avg.
shrs. outstndg. though '97; dil. thereafter. Excl.
nonrecur. gain (loss): '99, ($0.60); '00, ($0.11);
'01, ($0.16); '03, ($0.10); '04, $0.01. Incl. non-
© 2011, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

recur. impairment loss '11, ($1.85). Earnings | Feb., May, Aug., Nov. = Div'd reinvest. plan
may not sum due to rounding and/or changes | available. (D) Incl. intang. At 6/30/11: $1703
in share count. Next earnings report due early | mill., $12.99/sh. (E) In mill., adj. for stk. split.

February. (C) Divd historically paid in mid-

Company’s Financial Strength B++
Stock’s Price Stability 100
Price Growth Persistence 55
Earnings Predictability 65

To subscribe call 1-800-833-0046.
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DaVita, previously a wholly owned subsid- | 2001 [ 2002 | 2003 | 2004 | 2005 | 2006 [2007 [2008 |2009 [2010 [2011 [2012 | ©VALUELINEPUB.LLC|14-16
iary of Tenet Healthcare Corp., went public | 12.89 | 2038 | 20.84 | 2332 | 2947 | 4653 | 49.01 | 5448 | 50.19 | 67.16 | 74.25 | 8255 |Revenues per sh 98.35
in 8/94 through the sale of 6 mill. sh. at| 159 | 233| 246| 308| 321 | 418 | 498 | 569 | 631 | 74| 7.65| 9.0 |“CashFlow" persh 1145
$15.50 ea. DLJ was the lead underwriter. 76| 123| 169| 211 | 213| 252 | 317 | 353 | 406 438| 490| 6.20 |Earnings persh A 8.00
After merging with RTC in a stock-for-stock . . . . - - .- .- . - Nil Nil | Div'ds Decl'd per sh Nil
transaction in 1998, the company became 40 113] 104 130 158| 250 | 253 | 306 | 266 285 350 | 3.70 [Cap'l Spending per sh 410
the second largest provider of dialysis serv-| 3.93 J7| 317| 531| 834| 1188 | 16.13 | 1879 | 2069 | 2061 | 2235 | 26.90 |Book Value persh B 44.45
ices in the United States. 12811 90.99 | 96.75 | 98.57 | 101.94 | 104.90 | 107.40 | 103.90 | 103.20 | 96.00 | 94.00 | 93.00 [Common Shs Outstg € | 90.00
CAPITAL STRUCTURE as of 9/30/11 16.8 12.8 112 147 214 218 17.8 14.8 125 14.9 | Bold figures are Angnn’I P/E Ratio 15.0
Total Debt $4500.0 mill.Due in 5 Yrs $1200.0 mill. .86 70 .64 78 1.14 1.18 94 89 .83 .94 Value|Line Relative P/E Ratio 1.00
LT Debt $4417.5mill. LT Interest $245.0 mill. - - - - - - -- -- .- - estmates | avg Ann'l Div'd Yield Nil
(68% of Cap') 1650.8 | 1854.6 | 2016.4 | 2298.6 | 2973.9 | 4880.7 | 5264.2 | 5660.2 | 6108.8 | 6447.4 | 6980 | 7675 |Revenues ($mill) 8850
Leases, Uncap.: Annual rentals $233.8 mill 25.6% | 24.6% | 28.3% | 27.8% | 26.4% | 17.9% | 18.8% | 21.8% | 21.7% | 21.6% | 22.7% | 22.9% |Operating Margin 25.0%
1052 | 647 | 747| 867 | 1197 | 1733 | 1935 | 2169 | 2290 | 2344 | 260 | 270 |Depreciation ($mill) 310
. . ) 98.1| 1478 | 1632 | 2173 | 2074 | 265.6 | 3409 | 3742 | 422.7 | 4510 460 575 |Net Profit ($mill) 720
No Defined Benefit Pension Plan 434% | 40.9% | 40.8% | 39.1% | 37.4% | 39.2% | 39.2% | 38.6% | 36.7% | 35.3% | 36.0% | 36.5% |Income Tax Rate 395%
Ptd Stock None 59% | 8.0% | 81% | 95% | 7.0% | 54% | 65% | 6.6% | 69% | 7.0% | 6.6% | 7.5% |NetProfit Margin 8.1%
1760 | 2519 | 2423 | 427.0 | 664.7 | 597.3 | 889.8 | 965.2 | 1255.6 | 1698.6 | 1400 | 1650 |Working Cap'l ($mill) 2025
Common Stock 93,500,000 shs. 811.2 | 1311.3 | 1117.0 | 13225 | 4085.4 | 3730.4 | 36839 | 3622.4 | 35322 | 4233.9 | 4300 | 4100 |Long-Term Debt ($mill) 3500
503.6 70.3 | 3069 | 523.1 | 850.6 | 1245.9 | 1732.3 | 19525 | 2135.1 | 19784 | 2100 | 2500 |Shr. Equity ($mill) 4000
. - 10.1% | 13.3% | 13.8% | 13.2% | 50% | 81% | 87% | 8.7% 9.1% | 87% | 9.0% | 10.5% |Return on Total Cap'l 11.0%
MARKET CAP: $7.1 billion (Large Cap) 195% |2103% | 53.2% | 415% | 24.4% | 20.3% | 19.7% | 19.2% | 19.8% | 22.8% | 22.0% | 23.0% |Return on Shr.Equity | 18.0%
CURREIL) POSITION 2009 2010 9130 74 9171030 | 532% | 4L5% | 24.4% | 21.3% | 19.% | 19.2% | 198% | 228% | 220% | 23.0% |RetainedtoComEq | 18.0%
Cash Assets 5659 883.1 565.9 -- -- -- -- -- -- -- -- -- - Nil Nil [All Div'ds to Net Prof Nil
Receivables 11059 1049.0 1165.0 - — - - - —
Inventory (FIFO) 70.0 76.0 73.3 | BUSINESS: DaVita Inc. provides dialysis services for over 125,000 rev./treatment, $337. '10 reimbursement: Medicare, 57%; Medicaid,
Other 560.7 _614.8 _566.0 | patients with chronic kidney failure through 1,612 outpatient 6%; other gov. 3%, Commercial 34%. Times Square Cap. Man.
Current Assets 2302.5 26229 2370.2 | facilities and hospitals for inpatient treatment in the U.S. It offers an- owns 6.6% of common stock; BlackRock, 7.0%; Vanguard, 5.2%..
Accts Payable 176.7  181.0  259.5 | cillary services, including lab and pharmacy services, physician Offs. and dirs., 2.9% (4/11 proxy). Chairman and CEO: Kent J.
gﬁ?érD“e %983 623?1 32%8 network management, pre- and post-transplant services, vascular ~ Thiry. Inc.. Delaware. Address: 1551 Wewatta Street, Denver,
Current Liab. 1046:9 924:3 1205:9 access management, and clinical research programs. Avg. dialysis  Colorado 80202. Tel.: 303-405-2100. Internet: www.davita.com.
a0 DaVita shares are once again timely. fact, our $6.20 target may need to go even
'g}’;‘r’]\;ﬁgpéL(meh)Es 15’%?;, ;?rsst Esttoqlgglslo A stellar September period has shone a fa- higher if 2012 starts off on a high note.
Revenues 18.0% 20.0% 85% | vorable spotlight on DVA, and price and The push into Europe seems like an
E%?rfi*r‘]gs"’w 205% 17.0% 9% | earnings momentum has been on the rise. ideal proposition. DVA has bought Ex-
Dividends Nl Patient care results took a decisive turn traCorp AG, a company that owns two
Book Value 200% 29.0% 15.0% | for the better during the interim, as costs dialysis centers and manages two more in
Cal- | QUARTERLYREVENUES@mil)e | run | PEr treatment declined $7 sequentially. Germany. This is DaVita's initial push
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | 100, gross margins spiked due to a drive in into Europe, and it makes sense with such
2008 | 1344 1407 1447 1461 | 56602 treatment growth and higher revenue-per- sizable assets in the U.S. leaving little
2009 | 1447 1519 1573 1568 | 61088 treatment figures. The company’s cash strategic maneuvering on the home front.
2010 | 1559 1586 1651 1649 | 6447.4| flow generation remained superb as well, We look for this practice to hasten and be
2011 | 1606 1712 1808 1854 | 6980 | which should come in handy for acquisi- supported by the $565 million in cash cur-
2012 | 1850 1915 1940 1970 | 7675 | tion purposes (see below). All told, we are rently on hand. Building out in areas such
Cal- EARNINGS PER SHAREA runl | tacking on $0.20 to our EPS call for this as Singapore and Malaysia will also likely
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | Year, which now stands at $4.90, a hand- be in the cards for the near future.
2008 80 ) 89 94 | 353| some 12% jump from 2010’s level. Investors will be happy to have more
2000 | 92 102 106 106 | 406| We are looking for a record perform- color on one of the company’s most vi-
2010 | 1.04 106 115 113 | 438| ance out of the company next year. tal contracts. DaVita gets its EPO from
2011 9 103 145 146 | 490 | The purchase of DSI Renal has boosted Amgen. Gleaning a recent 8-K, we can
2012 | 145 150 160 165 | 620 DVA's earnings potential. Couple that decipher that the pricing structure in 2012
Cal- QUARTERLY DIVIDENDS PAID Fan | With a renewed focus on tightening ex- will not be as favorable as in 2011, which
endar |Mar.31 Jun.30 Sep.30 Dec.3l| Year | Penses, and the bottom line is set for a siz- should not be a factor due to lower utiliza-
2007 able uptick. Aiding in this regard is tighter tion. Over the remainder of the seven-year
2008 NO CASH DIVIDENDS controls put on the pricey drug EPO, pact, the benefits are evident though, and
2009 BEING PAID which is a main device in the fight against both parties can renegotiate in the event
2010 end-stage renal disease. New regulations of regulation change. In this field, that is
2011 have nephrologists using less of it and, in always a possibility.
return, the company’s profits are rising. In Erik M. Manning December 16, 2011
(A) Diluted egs. Excludes nonrecurring | (18¢). Next egs. rpt. due late January. (B) Incl. | rounding or change in shares outstanding. Company’s Financial Strength B+
galnsl(losses) '01, 38¢; '02, 43¢; '04, 5¢; ‘06, | intang., in 2010: $4253.9 mill., $44.31/share. Stock’s Price Stability 95
22¢; '07, 38¢; '10, 44¢. Excl. extraord. | (C) In mill., adj. for stock split and div'd. (D) Price Growth Persistence 95
galnsl(losses) 00 (4¢); 01, 1¢; '02, (32¢); '03, | Qtrly. eps. or revs. may not sum to total due to Earnings Predictability 100
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On September 30, 2000, The Dun & Brad- [2002F | 2003 | 2004 | 2005 | 2006 | 2007 |2008 | 2009 | 2010 | 2011 [2012 |2013 | ©VALUELINEPUB.LLC|15-17
street Corp. was separated into two inde-| 17.15| 1919 | 2061 | 21.53 | 2548 | 28.24 | 32.34 | 3308 | 33.73 | 3517 | 37.00 | 40.00 |Revenues per sh 49.50
pendent publicly traded companies. Under| 335 | 354| 386 | 415| 485| 573 | 655| 680 | 710| 790| 850| 940 |“Cash Flow" persh 11.80
terms of the transaction, “Old” Dun & Brad- | 2.15| 254 | 298| 349 | 397 | 470 | 527 | 542 | 565| 627| 675| 750 Earningspersh A 9.50
street changed its name to Moody's Corp. . . . . --| 100| 120| 136 | 140| 144| 152| 158 |Div'ds Decld persh B 1.80
and through a special dividend of shares of 2 15 18 09 19 24 22 18 19 10 10 .10 [Cap'l Spending per sh 30
“New” Dun & Bradstreet distributed to| d25| 67| 79| 116 | d6.64 | d7.77 |d16.04 | d14.62 | d13.16 | d8.30 | d3.00 | 3.00 |Book Value persh © 2450
shareholders of record at the close of busi- [ 7436 | 72.25 | 6861 | 67.06 | 60.10 | 56.63 | 5338 | 51.00 | 49.71 | 50.00 | 50.00 | 50.00 [Common Shs Outst'g ® | 50.00
ness on September 20th, spun off the com- [ 166 | 160 | 185 179 | 187 | 199 | 162 | 144 | 131 119 | Boidfiglresare |AvgAnn'lPJE Ratio 150
pany's D&B operating company, which was 91 91 98 95| 101| 106 97 96 83 74| ValuelLine |Relative PJE Ratio 1.00
subsequently renamed The Dun & Brad- - - - - | L1 | 14w | 17w | 19% | 19% | S"P |Avg Annl Divd Yield 1.3%
street Corp. 12756 | 1386.4 | 14140 | 14436 | 15313 | 1599.2 | 17263 | 1687.0 | 1676.6 | 17585 | 1850 | 2000 |Revenues ($mill) 2475
CAPITAL STRUCTURE as of 9/30/11 29.1% | 26.9% | 28.2% | 29.8% | 30.1% | 31.1% | 32.4% | 29.5% | 31.5% | 32.5% | 33.1% | 33.6% |Operating Margin 33.7%
Total Debt $893.2 mill. Due in 5 Yrs $893.2 mill. 842 640| 473| 361 33| 466 | 585| 581 | 681 80.0| 850 950 [Depreciation ($mill) 115
LT Debt $704.6 mill. - LT Interest $46.0 mill. 1649 | 1919 | 2177 | 2420 | 2583 | 277.7 | 2012 | 2887 | 2847 | 315| 340 | 375 |Net Profit ($mill 475
38.3% | 35.7% | 41.7% | 37.3% | 37.3% | 33.0% | 30.4% |29.0% | 35.6% | 30.0% | 30.0% | 30.0% |Income Tax Rate 30.0%
Leases, Uncapitalized Annual rentals $30.3 mill. 12.9% | 13.8% | 15.4% | 16.8% | 16.9% | 17.4% | 16.9% | 17.1% | 17.0% | 17.9% | 18.4% | 18.8% |Net Profit Margin 19.2%
d103.9 ds5.1 485 | d269.8 | d160.5 | d191.7 |d212.7 | d99.5 | d259.4 | d195 | d230 | d225 |Working Cap'l ($mill) d80.0
Pension Assets-12/10 $1258.8 mill. , 2999 | 299.9 | 300.0 1| 4589 | 7248 | 9043 | 961.8 | 9720 | 700 | 700 | 700 |Long-Term Debt ($mill) 700
Obligation. $1667.1 mill. | 413 | 484 | 542 | 77.6|d399.1 | d440.1 | d856.2 | d745.7 | d6544 | d415| d150 | 150 | Shr. Equity (mill) 1225
Pfd Stock None .- . . --| NMF| NMF | NMF| NMF | NMF| NMF| NMF| NMF [Returnon Total Cap'l 26.0%
Common Stock 48,609,432 shs. NMF | NMF | NMF -- -- -- -- --| NMF| NMF | NMF |Returnon Shr. Equity 39.0%
MARKET CAP: $3.9 billion (Mid Cap) NMF | NMF | NMF -- -- -- --] NMF| NMF| NMF |Retained to Com Eq 31.5%
CURRENT POSITION 2009 2010 9/30/11 -- -- -- 21% 23% | 25% 25% 23% 22% 21% |All Div'ds to Net Prof 19%
Cas(ﬁMALSLS')etS 2229 785 89.5 | BUSINESS: The Dun & Bradstreet Corp. is a worldwide provider of businesses worldwide. Has about 5,200 employees. Of-
Receivables 464.1 504.3 394.2 | business information and related decision-support services. It oper- ficers/directors own 2.2% of common shares; Davis Selected Ad-
Other 726 _ 855 84.8 | ates offices in 28 countries, conducts operations in 10 other nations ~ visers own 14.2%; Mass. Fin. Services, 8.7%; Vanguard, 5.1%
Current Assets 759.6  668.3  568.5 | through minority interests in joint-venture companies and employs  (3/11 Proxy). Chairman, Chief Executive Officer & Pres.: Steven W.
éc%ttsDPayable 3(15[71 3‘112 13%% independent correspondents in more than 150 additional countries.  Alesio. Incorporated: Delaware. Address: 103 JFK Parkway, Short
O(t%her ue 8210 8914 8261 The company compiles credit information on over 100 million Hills, NJ 07078. Telephone: 973-921-5500. Internet: www.dnb.com.
Current Liab. 859.1 927.7 1046.8 | Shares of The Dun & Bradstreet Cor- erating conditions, DNB will relocate its
ANNUAL RATES Past Past Est'd’08-10| poration have risen nearly 20% in risk management segment to the Emerald
of change (persh) 10 Yrs. 5Ys. 101517 | price since our December report. The Isle. The Irish team should begin introduc-
Rg;’gﬁlﬁgw S'SZ“ %g-gg//o g-g;/l’ company registered solid year-over-year ing the latest-generation risk products for
Eamings 150% 1250 850 | gains in 2011, as the top and bottom lines the Web service layer of MaxCV during
Dividends -- -- 45% | climbed approximately 5% and 11%, the latter half of this year.
Book Value -- --  NMF | respectively. This performance, coupled Dun & Bradstreet has acquired Micro-
Cal- | QUARTERLY REVENUES ($ mill.) Full | with an improved outlook for demand and Marketing. The deal provides DNB with
endar [Mar.31 Jun.30 Sep.30 Dec.31| Year | profits, likely spurred investors to add this both traditional data base solutions and
2009 |407.4 4169 399.0 463.7 |1687.0 | stock to their current portfolios. online interactive marketing applications.
2010 |397.2 3973 4004 4817 [16766 | Fresh product launches should keep Also, the acquisition allows the company
2011 |403.6 4168 4394 4987 (17585 | the ball rolling in 2012. Service items to expand its customer records and en-
2012 |425 435 455 535 1850 | have shifted to a new platform, which car- hance operations in this vital location.
2013 1460 475 490 575 [2000 | ries wider margins and ought to bolster The company recently increased its
Cal- EARNINGS PER SHARE A Ful | share net further. Moreover, data service quarterly cash dividend. The payout
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | applications have realized firmer demand climbed roughly 5.5%, from $0.36 to $0.38
2009 | 133 121 113 175 | 542 across North America of late. Too, we look a share. This is a positive sign for inves-
2010 | 129 123 121 192 | 565| for the redesigned Hoover's segment to tors. Too, shareholders should note we an-
2011 | 129 135 142 221 | 6.27 | pitch in and drive revenue advances this ticipate further hikes to the dividend over
2012 | 140 142 155 238 | 6.75| year, as well. In addition, recent changes the long haul.
2013 | 158 160 175 257 | 750 to its product mix in China have strength- This stock is a timely selection for the
Cal- QUARTERLY DIVIDENDS PAID 8 Full | ened business throughout the Asia/Pacific year ahead. In addition, the issue carries
endar |Mar31 Jun.30 Sep.30 Dec.3l| Year | region, which augurs well for results over above-average price appreciation potential
2008 .30 .30 30 30 | 120] future quarters. to 2015-2017. We look for DNB's solid
2009 34 34 34 34 | 136| Creation of the company’s intellectual prospects to result in meaningful top- and
2010 3 3B 3B 3B | 140| property will now be based in Dublin, bottom-line advances over this span, and
2011 | 36 36 36 36 | 14 Ireland. In order to take advantage of further value-added acquisitions.
2012 | 38 considerable tax savings and favorable op- Kenneth J. DeFranco, Jr. March 2, 2012

(A) Diluted earnings. Excludes nonrecurring | May. (B) Div'd historically paid early Mar., May, | the correction of prior revenue recognition er-
gains (chrgs.): '02, (28¢); '03, (24¢); '04, (8¢); | August,

late November.

‘05, (30¢); '06, (27¢); '08, 41¢; '09, 72¢; '10, | tangibles. In 2010: $739.5 million, $14.88/sh.
(59¢); '11, (45¢). Next egs. report due early | (D) In mill. (E) 2002 results restated to reflect

© 2012, Value Line Publishing LLC. Al rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product

(C) Includes in- | rors; previous years not restated.

Company’s Financial Strength B
Stock’s Price Stability 100
Price Growth Persistence 80
Earnings Predictability 100

To subscribe call 1-800-833-0046.
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ANNUAL RATES  Past

Past Est'd '08-'10

of change (per sh) 10 Yrs 5Yrs. t0 '14-'16
Revenues 3.0% -55% -4.5%
“Cash Flow” -- 11.0%  -3.5%
Earnings - 20.0%  -5.5%
Dividends -- -- NMF
Book Value 7.0% 10.0% 9.5%
Cal- QUARTERLY REVENUES ($ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 2631 2456 2308 216.1| 955.6
2009 199.1 1856 1745 1645| 7237
2010 157.2 1530 1452 166.8| 622.2
2011 2430 3636 357.3 346.1| 1310
2012 330 310 300 280 | 1220
Cal- EARNINGS PER SHARE AC Full
endar |Mar.31 Jun. 30 Sep.30 Dec.31| Year
2008 .52 51 49 .25 1.78
2009 .30 29 28 179 2.66
2010 25 .26 .20 .05 74
2011 15 .06 07 04 32
2012 .15 .08 .07 .05 .35

Cal- QUARTERLY DIVIDENDS PAID © Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2008 - --
2009 -- -- 14 14 .28
2010 14 .16 .16 .16 .64
2011 .05 .05 .05 .05 20
2012

EarthLink likely posted a year-over-
year share-earnings decline in the De-
cember quarter. Although the company’s
healthy appetite for acquisitions over the
past year (discussed below) boosted the top
line, operating costs probably rose at a
higher rate and weighed down the bottom
line. A sharp increase in debt in the sec-
ond half of last year also led to increased
interest expenses.

The company continues to diversify
its business. Management found it neces-
sary to shift the focus of its operations
from the dwindling Internet access busi-
ness into other areas in order to maintain
profitability. Since December, 2010, it has
been busy on the takeover front, with the
purchases of Deltacom, One Communica-
tions, STS Telecom, Business Vitals and,
most recently, IT Solution Center. These
deals are helping to build EarthLink’s
portfolio of communications, business serv-
ices, and security offerings. We expect to
see further acquisition activity in the com-
ing years, especially as ELNK loses more
Internet-access services subscribers .

It will probably be a rocky road over
the next few years. EarthLink must suc-

RECENT (ra|||ng 238 RELATIVE 6 DIVD 2 50
EARTHL'NK’ |NC. NDQ-ELNK PRICE 7.86 RATIO 23 l Median: NMF / | PIE RATIO 1 4 YLD . A)
. High:| 49.8| 18.9| 135| 108| 120 121| 122 10.2| 89 9.0 i
TIMELINESS 3 rasesosto | Lo “G3 ‘ 5.1 | i3 '35 el 1) 82| S5 85| 6o 75| 6o Tz%rfft zgfg Rzagfg
SAFETY 3 Raised5606 | LEGENDS
= 11.0 x "Cash Flow" p sh 40
TECHNICAL 3 Lowered 201712 |-+ Relaive Price Strength
Options: Yes 32
BETA .70 (1.00 = Market) haded alrleas indicate recessions 2
2014-16 PROJECTIONS il /
Ann’l Total ||I ........... 16
Price  Gain Return II| W| /
High 17 (+115%} 23% Ly fit—t . . 12
Low 11 (+40%) 11% | -l | DL WL / S N B B CETTEY EECTT 1%
P T o 1 AL TULANALY L TR TV e
Insider Decisions | Il 1| Nyt IITR LTS Pt 1 8
| T ||| L] ||I I|| ] | | | |I
MAMJJASON M Al L y il Ly 6
By 00 0000O0O00O = L \
Options 0 0 0 0 0 00 0O o . _— L4
oSl 000000100 - / IO T Ay . % TOT RETURN 1/12
Institutional Decisions . o e THIS  VLARITHY
Q2011 2Q2011 Q20U | percent 60 .- ° e aprentan STOCK  INDEX |
8 82 70 so | ” Y - lyr.  -131 00 [©
ol 110 o8 shares 40 ITTHTIET L P RS | 1L 1 11T AR 3y 93 1238 [
Hisim) 106049 99205 6433 Mt N [T Sy 126 272
EarthLink, Incorporated was formed in| 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [2007 [2008 | 2009 [2010 |2011 [2012 | ©VALUELINEPUB.LLC| 14-16
February, 2000, as the result of the merger-| 841 | 877| 88| 929| 982 | 1061 | 1100 | 881 | 676 | 574| 1235 1150 |Revenues persh 13.35
of-equals transaction between EarthlLink| 00| 48| 87| 128| 145| 42| do1| 216| 290| 97| 80| .85 “CashFlow" persh 150
Network and MindSpring Enterprises. The| d83 | d.22 36 70 102 04| dd5| 178 | 266 74 32 .35 |Earnings per sh A 95
merged entity, EarthLink, Inc., which trades . . . . - - .- .- 28 62 20 20 |Div'ds Decl'd per sh P 20
under the NASDAQ symbol, ELNK, is in- A7 21 18 20 26 32 48 .05 1 22| 105 55 [Cap'l Spending per sh 75
corporated in Delaware. Each former| 235 | 237 | 342| 368 | 397| 374 | 237 | 413 | 685 699| 7.35| 7.5 Book Value per sh 9.15
EarthLink share was exchanged for 1.615 | 147.99 | 154.71 | 159.04 | 148.72 | 131.39 | 122.63 | 11055 | 10852 | 107.13 | 108.38 | 106.00 | 106.00 | Common Shs Outst'y & | 105.00
shares of the new company's stock, while - | 203 144 97| NWF |45 29| 17| 235 Avg Ann'l PJE Ratio 150
each MindSpring share was exchanged for 1.16 76 52| NMF 27 19 15| 147 Relative PIE Ratio 1.00
one share. -- -- -- -- -- 36% | 72% | 2.7% Avg Ann’l Div'd Yield 1.4%
CAPITAL STRUCTURE as of 9/30/11 ) 12449 | 13574 | 1401.9 | 13822 | 1290.1 | 1301.3 | 1216.0 | 955.6 | 723.7 | 622.2 | 1310 | 1220 |Revenues ($mill) 1400
Total Debt $911.0 mill. Duein 5 Yrs $243.1 mill. NMF | 45% | 95% | 19.7% | 164% | 9.4% | 84% | 21.0% | 285% | 33.6% | 11.5% | 13.5% |Operating Margin 20.0%
LT Debt $655.1 mil. LT '“‘e’&%ﬁ,/f‘gf’-g;“,'l')- 1117 1067 799| 792 471| 463 | 542 | 363 | 240| 234| 360 38.0 |Depreciation ($mil) 40
P d112.3 | d33.0 58.7 | 111.0 | 1428 50 | d54.8 | 198.1 | 287.1 815 34.0 38.0 | Net Profit ($mill) 100
Leases, Uncapitalized $4.5 mill. -- -- -- 39% | 13.6% | 15.1% -- -- | 15.1% | 41.1% | 35.0% | 38.0% |Income Tax Rate 40.0%
No Defined Benefit Pension Plan NMF | NMF | 42% | 8.0% | 11.1% A% | NMF | 20.7% | 39.7% | 13.1% | 2.6% | 3.1% |Net Profit Margin 7.2%
3133 | 2585 | 2334 | 283.0 | 232.7 | 226.0 | 1483 | 4357 | 4594 | 290.6 240 270 |Working Cap'l ($mill) 300
Pfd Stock None. 17 6 0 3| --| 288 | 2588 | 2588 | 2588 | 3513 | 600| 600 |Long-Term Debt ($mill) | 600
Common Stock 106,683,532 shs. 8511 | 692.3 | 5437 | 547.6 | 5219 | 458.7 | 2615 | 4485 | 7340 | 757.9| 780 | 800 |Shr. Equity ($mill 960
as of 10/31/11 o NMF | NMF | 10.8% | 20.3% | 27.4% | 7% | NMF | 28.6% | 39.1% | 8.1% | 45% | 4.5% |Return on Total Cap'l 8.0%
o NMF | NMF | 10.8% | 20.3% | 27.4% | 1.1% | NMF | 44.2% | 39.1% | 10.8% | 4.5% | 4.5% |Returnon Shr. Equity 10.5%
MARKET CAP: $850 million (Small Cap) NMF | NMF | 10.8% | 20.3% | 27.4% | 1.1% | NMF | 44.2% | 35.0% | 18% | 15% | 2.0% |Retained to Com Eq 8.0%
CUI(?$TAIIELI\E‘I)' POSITION 2009 2010 9/30/11 -- -- -- -- -- -- -- -- 10% | 83% 63% | 57% |All Div'ds to Net Prof 22%
Cash_Aséets 696.0 553.0 517.1 | BUSINESS: EarthLink, Inc., an Internet Service Provider (ISP), pro- Inc. was formed in 2/00 by the merger between EarthLink Network
Receivables 20.6 60.2  103.8 | vides access, information, assistance, and services to its sub- and MindSpring Enterprises. Acq'd PeoplePC, 7/02. Has abt. 1,870
gther ggg 6;2; 285 scribers. The company offers premium dial-up and broadband employees. BlackRock owns 6.7% of stock; Renaissance Tech.,
AurrenFE Assbelts 7 Gg 13‘3 720'3 (DSL, Cable) access services, as well as discounted dial-up service  6.8%; Off. & dir., 1.6%. (4/11 Proxy). Chairman & CEO: Rolla P.
Dg%ttsDuega e 2302 2431 2559 | through its PeoplePC subsidiary. EarthLink also markets related In-  Huff. Inc.: DE. Address: 1375 Peachtree St. NW, Atlanta, GA
Other 855 1349 2223 | temet services, such as Web hosting and advertising. EarthLink, 30309. Tel.: 404-815-0770. Internet: www.earthlink.net.
Current Liab. 3240 3953 499.1

cessfully integrate the recently acquired
entities while still likely dealing with chal-
lenges in the Internet access business.
Specifically, rivals in the cable and tele-
phone industries will probably constrict
pricing in the broadband space, and ex-
pansion into the newly entered markets
ought to be hindered by high competition.
Pressure on the bottom line may be eased
by ongoing cost-reduction efforts, but in-
terest expense will likely remain elevated.
EarthLink’'s finances are in decent
shape. Even though the debt load has sig-
nificantly jumped over the past year, part-
ly due to recent acquisitions, EarthLink
should have ample funds to pursue addi-
tional growth initiatives. What's more, the
dividend payout should be more than ade-
quately covered by cash flow.

These shares are attractive out to
mid-decade. The successful diversifica-
tion of the business ought to help earnings
bounce back over the long haul. Although
share net will probably not return to its
2009 high anytime soon, the stock does
possess wide recovery potential over the 3-
to 5-year pull.

Randy Shrikishun February 17, 2012

(A) Diluted earnings. Excludes nonrecurring | due to change in shares outstanding. (D) Initial

losses: '01, ($1.90); '02, ($0.89); '03, ($0.78).

Next egs. report due late April.
(B) In millions. (C) Quarterly egs. may not sum | Dec.

© 2012, Value Line Publishing LLC. Al rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product

div'd payment was on Sept. 28th, 2009. Div'ds

will likely be paid in late March, June, Sept.,

Company’s Financial Strength B
Stock’s Price Stability 90
Price Growth Persistence 35
Earnings Predictability 15

To subscribe call 1-800-833-0046.
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- Relative Price Strength
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Options: Yes
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43.8
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20

16
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n|lwwo o

2Q2011
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3Q2011
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Percen
shares
traded

260
367
229578

THIS VL ARITH.*
STOCK INDEX

t 24

1yr. 233 0.0

1
| FTY Y1 . 3yr. 857 123.8

| | 5y, 46.9 27.2

1996

1997|1998 | 1999 | 2000

M i il
TN TTYTPTTER SYPRTTRITER PRI
2002 | 2003 | 2004 | 2005 | 2006 | 2007 |2008

i
I
2010 2012 [2013 | ©VALUELINEPUB.LLC|15-17

5.75

6.35| 7.29

1.07

8.04
119

8.90
135

17.84
2.21
1.23

.35

1948 | 22.16
254 | 287
143 | 166

40 46

25.98
3.38
1.86

52

1310 | 1461 | 16.25
2.18
119

32

49.50
6.25
4.50
1.00

26.17
3.77
2.23

62

40.15 | 42.35 |Sales per sh

485 | 550 |“Cash Flow” per sh
3.05| 3.65 |Earnings persh A

.80 .86 |Div'ds Decl'd per sh B=

1.07
8.46

1.07
6.07

1.06
6.49

115 124
6.69 | 784

138
6.65

2.00
16.35

112
9.15

116
19.46

1.85| 1.95 |Cap'l Spending per sh
13.40 | 14.00 |Book Value per sh P

257.54 | 254.14 | 251.34 | 246.80 | 236.20 | 236.60

232.66 | 291.27 | 295.00 | 295.00 |Common Shs Outst'g € | 300.00

1.8%

1.29
1.4%

1.36
1.3%

1.69
1.1%

163
1.3%

19.9
133
1.4%

25.6
135
1.1%

26.8
143
1.1%

285 | 267
154 | 142
1.0% | 1.0%

234
141
1.2%

18.0
1.20
1.2%

211
1.34
1.3%

26.7
1.73
1.4%

Bold figyres are |Avg Ann'l P/E Ratio
ValuejLine Relative P/E Ratio
estimates | ayg Ann'l Div'd Yield

12.4x)

LT Debt $6613.2 mill.

CAPITAL STRUCTURE as of 12/31/11
Total Debt $7636.2 mill. Due in 5 Yrs $472.5 mill.
LT Interest $74.2 mill.

(LT interest earned: 12.7x; total interest coverage:
(32% of Cap'’l)

Leases, Uncapitalized Annual rentals $121.1 mill.
Pension Assets-12/10 $1,307.4 mill.

Oblig. $1,734.1 mi

Pfd Stock None

Common Stock 291,269,964 shrs.

as of 1/31/12

MARKET CAP: $18.0 billion (Large Cap)

5900.6
18.3%

4534.8
17.6%

4895.8 | 5469.6
18.0% | 17.9%

6137.5
17.5%

3403.6
19.3%

3761.8
18.9%

4184.9
18.8%

14850
15.0%

6089.7
19.1%

6798.5
16.9%

11850
13.0%

12500
14.0%

Sales ($mill)
Operating Margin

334.3
4714

256.9
3195

268.6 | 2919
368.6 | 417.1

3347
463.7

2234
240.6

229.1
2141

247.4
3129

565
1055

670
1200

347.9
530.3

395.7
462.5

535
890

Depreciation ($mill)
Net Profit ($mill)

3L7%
8.1%

35.9%
7.0%

35.0% | 34.4%
75% | 7.6%

31.6%
7.6%

39.8%
1.1%

38.1%
1.3%

36.5%
7.5%

30.0%
8.0%

Income Tax Rate
Net Profit Margin

29.0%
8.7%

31.8%
6.8%

30.0%
1.5%

30.0%
8.5%

564.0
868.8
2000.9

302.3
519.4
1649.2

350.9 | 199.0
557.1 | 599.9
1680.2 | 1935.7

249.2
799.3
1571.6

1495
539.7
1099.8

298.4
604.4
1295.4

339.5
645.4
1562.5

750
1375
4125

900
1625
4900

545.1
656.4
2129.2

2229.1
6613.2
5666.7

700
1300
3950

Working Cap’l ($mill)
Long-Term Debt ($mill)
Shr. Equity ($mill)

17.7%
23.9%

15.7%
19.4%

17.4% | 17.4%
21.9% | 21.5%

20.8%
29.5%

15.3%
21.9%

15.4%
21.2%

15.1%
20.0%

20.5%
24.5%

20.1%
24.9%

4.1%
8.2%

19.5%
22.5%

21.5%
25.5%

Return on Total Cap'l
Return on Shr. Equity

Other

Other

CURRENT POSITION 2009
(SMILL)

Cash Assets
Receivables
Inventory (LIFO)

Current Assets
Accts Payable
Debt Due

Current Liab.

2010

73.6
1016.1
493.4
231.1

2011
1843.6

15.6% | 15.4% | 14.8% | 13.9% | 15.9% | 15.7% | 21.3% | 17.2%
29% | 21% | 26% | 28% | 27% | 21% | 28% | 28%

18.1% | 3.6% | 16.5% | 19.5% |Retained to Com Eq 18.5%
27% | 44% | 27% | 24% |All Div'ds to Net Prof 25%

2095.3
1069.6
387.5

1814.2
360.9
98.5
790.8

189.2
786.3

5396.0

815.7
1023.0
1327.6

1250.2 1324.8

BUSINESS: Ecolab Inc. develops and markets chemicals and serv-
ices for cleaning, pest elimination, sanitizing, and maintenance. It
sells to the hospitality, institutional, and industrial markets. Began a
50-50 European joint venture with Henkel KGaA, 7/91 (bought
remaining 50%, 11/01). Acquired Stove Parts Supply, 8/00;
Spartan, 2/00; Blue Coral Systems, 2/99; GCS Service, 7/98 and

others. Foreign operations: 49% of '10 sales; R&D, 1.5%. '10
depreciation rate: 11.7%. Has about 17,400 employees. Officers &
Directors own 2.4% of common stock; BlackRock, Inc., 5.5% (3/11
proxy). Chief Executive Officer: Douglas M. Baker. Incorporated:
Delaware. Address: Ecolab Ctr., 370 N. Wabasha Street, St. Paul,
MN 55102. Telephone: 651-293-2233. Internet: www.ecolab.com.

3166.3

Sales
“Cash

ANNUAL RATES  Past
of change (per sh)

Earnings
Dividends
Book Value

5Yrs.
9.5%

10.5%

12.0%

10 Yrs. to

12.5% 1
11.5%
12.0%
10.5% 12.0%

11.0% 6.5%

Flow”
1

1

Past Est'd '08-'10

8.5%

'15-'17
0.0%

2.0%
8.5%
0.5%

Cal-
endar

QUARTERLY SALES ($ mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2009
2010
2011
2012
2013

1348.2 14415 15464 1564.5
1432.1 1520.2 1561.9 15755
1518.3 1698.8 1736.1 18453
p725 2970 3085 3070
P900 3100 3200 3300

5900.6
6089.7
6798.5
1850
2500

Cal-
endar

EARNINGS PER SHARE A
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2009
2010
2011
2012
2013

.33 .50 611 55
400 54 74 .55
45 64 .75 34
.55 15 .90 85
.70 95 1.05 .95

1.99
2.23
191
3.05
3.65

Cal-
endar

QUARTERLY DIVIDENDS PAID B=
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2008
2009
2010
2011
2012

13 13 13 13
14 14 14 14
155 165 155 155
A75 175 175 175
20

52
.56
.62
.70

Ecolab’s integration of Nalco is pro-
ceeding ahead of schedule. This devel-
oper of cleaning and sanitizing products is
making solid progress amalgamating oper-
ations after the recent merger. Similar
business approaches and cultures have
smoothed the process, and the two teams
are quickly coming together. Further,
synergies appear likely to be better than
expected, and forecasted pretax cost sav-
ings for 2012 have more than doubled to
$75 million. Looking out to 2014, savings
estimates have risen by $100 million, to
$250 million.

We think recent streamlining initia-
tives are well conceived. The restruc-
turing plans will help ECL enhance the
operating efficiencies resulting from the
merger. A reduction in distribution center
locations and the elimination of redundant
functions should create a lower-cost, more
efficient infrastructure. As a result of
these actions, the company expects to in-
cur pretax charges of $230 million this
year, and $150 million in 2013.

The company has been aggressively
pursuing other expansion op-
portunities. ECL announced that it had

bought Italian healthcare products maker
Esoform for an undisclosed sum. The
Venice-based company, which had sales of
roughly $12 million last year, should boost
manufacturing efficiency in the European
business. Ecolab also bought InsetCenter,
a Brazilian pest elimination business with
$6 million in sales last year. InsetCenter
will be integrated into Ecolab’s existing
Brazilian pest elimination business, and
should enhance service capacity and scale
in this key region. ECL has also been busy
expanding existing operations, as it is con-
structing a new 51,000-square-foot facility
in Minnesota. This will house a new train-
ing center and provide additional space for
R&D expansion.

This issue is not particularly attrac-
tive at present. Because it is ranked to
mirror the broader markets over the next
year, the equity probably would not inter-
est momentum investors. Moreover, look-
ing out over the next three to five years,
the appreciation we project is below the
Value Line median. Finally, even factoring
in the recent dividend increase, the yield
remains subpar.

Geoffrey C. Bell March 9, 2012

(A) Diluted egs. Primary egs. thru '96. Excl.
gns (loss) fr. disc. op’s: '98, 14¢; '02, 1¢. Excl.
nonrec. gains (losses): '99, 1¢; '00, 4¢; '02,
(13¢); '03, 1¢; '04, (1¢); '07, 4¢; '08, (6¢); '09,
© 2012, Value Line Publishing LLC. All rights reserved.

(25¢); 2Q'11, (11¢). Earnings may not sum due | stk. splits.
to rounding. Next egs. rpt. early May.
Dividends paid in the middle of Jan., Apr., July
& Oct. = Divid reinv. plan. (C) In mill., adj. for
. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

®)

(D) Incl. intang., '10: $282.5 mill., $1.21/sh.

Company’s Financial Strength
Stock’s Price Stability

Price Growth Persistence
Earnings Predictability

To subscribe call 1-800-833-0046.




WPD-6 (16)

Page 16 of 51
RECENT 2 PIE 23 8(Trai|ing: 26.2') |RELATIVE l 68 DIVD 2 70/

ERlE |NDEMN|TY NDQ-ERIE PRICE 757 RATIO . O \Median: 17.0/|PERATIO L, YLD A0
TMELNESS 4 weessin | OV 328) 318 2% 82| FI| fe| wi| 82| 193 w1 BI &8 Target Price Range
SAFETY 2 Rased62207 | LEGENDS

—— 15.0 x Earnings p sh 128
TECHNICAL 4 Lowered 12726111 | - -~ Relative Price Strength
Options: No 96
BETA .70 (1.00 = Market) haded areas indicate recessions 80
2014-16 PROJECTIONS TTITLLE SN A S B 64
: ~ Ann'l Total btttvecpon gk, ) . 48
Hoh 80 ?fs's%/o Roh T R S o 40
oy 80 (500 3% |t > g 32
Insider Decisions m I = 24
JEMAMJI JA Spea oo, AR
0By 0 0 30200 0 0wl stonfot— Teaey 16
Options 0 0 0 00O0O0OO T L1
foSell 000000001 % TOT. RETURN 11/11

Institutional Decisions THIS VL ARITH*

STOCK INDEX

AT . . . — .
to Sell a4 61 68 | raded 1.5 L fm dat ILHET I I I A 3yr. 1203 1044 [
Hd's(000) 16341 15503 15041 T e T Ry ey v PRPLETT 1 PO TR LLRAILALRRRN [T Sy 564 223
1995|1996 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 [ 2004 | 2005 [2006 [2007 |2008 2009P [ 2010 [ 2011 | 2012 | ©VALUELINEPUB.LLC|14-16

- 7.83 9.34 997 | 1092 | 12.08| 1282 | 1573 | 17.44 | 19.09 | 20.27 | 21.37 | 23.34 | 23.14 | 8311 | 97.70 | 104.15 | 133.35 |Revenues per sh D 177.80
40 .55 .58 .68 83 .78 87 91 97 1.01 97 .99 .86 .70 .68 .75 .85 |Investment Inc per sh 1.10
d.14 d.03 01 d.05 d.16 d.32 d.42 d.20 12 Al .38 .61 A1 2.70 2.36 6.25 | 10.00 |Underwriting Inc per sh 19.55
141 159 181 1.95 212 171 242 281 321 3.34 313 348 2.46 1.89 2.85 3.15 3.35 | Earnings per sh AD 4.65
.35 .38 44 48 56 61 68 .76 97 134 1.46 1.64 177 183 1.96 2.09 2.19 |Div'ds Decl'd per sh B 2.60
5.81 8.05 977 1071| 1216| 1355| 1542 | 1816 | 20.11 | 20.90 | 20.13 | 19.71 | 1544 | 17.62 | 18.22 | 17.60 | 19.25 |Book Value per sh 19.80
75.00 [ 67.03| 67.04 | 6513 | 64.06| 6384 | 6404 | 64.09 | 63.00 | 61.17 [ 57.71 | 53.34 | 51.29 | 51.20 | 50.05| 48.00 | 48.00 |Common Shs Outst'g € | 45.00

551% | 387% | 295% | 270% | 241% | 248% | 263% | 216% | 239% | 252% | 259% | 279% | 298% | 204% | 270% | Bold figyres are |Price to Book Value 352%
27| 196| 160| 148| 138| 196| 168| 139| 150 | 158 | 167 | 158 | 187 | 190 | 172 \Valueline |AygAnn'| P/E Ratio 15.0
142 113 83| 84| 90| wo0| 92| 79| 79| 84| 90| 84| 113| 127 10| """ |Relative P/E Ratio 1.00
11% | 12% | 15% | 17% | 19% | 18% | 17% | 19% | 20% | 25% | 28% | 3.0% | 3.8% 51% | 4.0% Avg Ann'l Div'd Yield 3.6%

CAPITAL STRUCTURE as of 9/30/11 818.6 | 1007.6 | 1117.5 | 1202.6 | 1240.2 | 1233.0 | 1244.8 | 1187.1 | 4255.0 | 4890.0 | 5000 | 6400 |Revenues ($mill)© 8000

Total Debt None 85.1% | 84.9% | 79.8% | 73.6% | 65.0% | 65.4% | 60.7% | 66.1% | 70.5% | 72.7% | 67.0% | 66.5% |Loss to Prem Earned 65.0%
- ) 29.7% | 31.6% | 26.7% | 22.7% | 23.2% | 24.4% | 23.6% | 23.7% | 25.9% | 24.3% | 27.0% | 26.0% |Expense to Prem Writ 24.0%

Leases, Uncapitalized Annual rentals $6.0mil. | 14 g0 | 16605 | 650 | 379 | 11.7% | 10.3% | 158% | 101% | 36% | 3.0% | 6.0% | 7.5% |Underwriting Margin | 110%

Pension Assets-12/10 $328.0 mill. 33.1% | 33.2% | 34.7% | 32.2% | 32.9% | 33.2% | 32.1% | 33.7% | 149% | 33.9% | 32.0% | 32.0% |Income Tax Rate 32.0%
Oblig. $400.0 mill. | 1223 | 1721 | 199.7 | 2264 | 2311 | 2040 | 2163 | 1427 | 108.0 | 162.0 175 185 | Net Profit ($mill) 235

59% | 56% | 49% | 46% | 44% | 42% | 43% | 46% 8% | 1.0% | 35% | 4.0% |InvInc/Total Inv 4.5%

Pfd Stock None 1936 | 2358 | 2755 | 2980 | 3101 | 3039 | 2879 | 2613 | 13287 | 14344 | 14500 | 15425 |Total Assets ($mil)® | 20000
865.3 | 987.4 | 1164.2 | 1266.9 | 1278.6 | 1161.8 | 1051.3 | 791.9 | 902.0 | 9120 845 925 | Shr. Equity ($mill) 890

Common Stock 48,046,314 shs. 14.1% | 17.4% | 17.2% | 17.9% | 18.1% | 17.6% | 20.6% | 18.0% | 12.0% | 17.8% | 20.5% | 20.0% |Return on Shr. Equity | 26.5%
as of 10/20/11 9.6% | 130% | 12.9% | 135% | 1L.7% | 10.2% | 11.9% | 64% | L17% | 7.0% | 8.5% | 8.5% |Retained to Com Eq 135%

3% | 25% | 25% | 24% | 35% | 42% | 42% | 65% | 86% | 60% | 57% | 57% |All Div'ds to Net Prof 50%

MARKET CAP: $3.6 billion (Mid Cap) - - - — — .

BUSINESS: Erie Indemnity Company, a management service com-  commercial include multi peril, automobile, and workers’ com-

FlN&mﬂA)L POSITION 2009 2010 9/30/11 pany, provides sales, underwriting, and policy issuance services to  pensation. Has about 4200 employees. Dirs. & off. have 6.7% of
Bonds 7181.0 7543.0 7848.0 | the policy holders of Erie Indemnity Exchange. It offers proper- voting power; H.O. Hirt Trusts, 91.9% (4/11 Proxy). Chrmn.:
Stocks 2387.0 2928.0 2724.0 | tylcasualty insurance, as well as underwrites personal and com- Thomas B. Hagen. Pres. & CEO: Terrence W. Cavanaugh. Inc.:
Other 3719.0 3873.0 3691.0 | mercial insurance products. Its products in the personal lines in- PA. Addr.: 100 Erie Insurance Place, Erie, PA 16530. Telephone:
Total Assets ~ 13287.0 14344.0 14263.0 | clyde private passenger automobile and homeowners’; and those in  814-870-2000. Internet: www.erie-insurance.com.

Unearned Premium 1656.0 3685.0 3908.0 - . — -
Reserves 4386.0 3584.0 3686.0 | Erie Indemnity Company appears to has spent roughly $140 million in 2011
Other 63430 61630 58240| pe cruising right along. Indeed, share thus far, buying back about two million
Total Liabties  12385.0 134320 134180 | earnings registered a healthy year-to-year shares. Furthermore, the company’s board
ANNUAL RATES  Past Past Est'd’08-'10 | advance of some 6% during the September recently approved the continuation of its
ofchange (persh)  10vrs. — 5Yrs. 10’1416 | interim. The insurer’s performance has current share-repurchase program for
Revenues® . JMP NMP NME | been bolstered by elevated management $150 million.

Earnings 20% -50% 100% | fee revenue and a larger number of direct A couple of thorns remain in the com-
Dividends 140% 120%  60% | written premiums. In addition, ERIE’s pany’s side. New personal auto policies
Book Value 45% -3.0% 2.0% f

strong customer retention rate, currently have fallen over the past year, as car sales

Cal- | QUARTERLYREVENUES(Smil)> | Full | more than 90%, and improved product have struggled due to a weakened econom-
endar |Mar31 Jun.30 Sep.30 Dec.3l| Year | prices have helped spur bottom-line gains. ic state and less potent consumer purchas-

2009 |695.0 1149.0 1286.0 1125.0 |4255.0| We look for these factors, combined with a ing power. What's more, volatile equity

2010 12160 916.0 1357.0 14010 |4890.0| gradually healing economy, to propel prof- markets have hurt returns in Erie’s in-

2011 13650 12450 7960 1594 15000 | its moving forward. Thus, we have in- vestment portfolio. However, income from

2012 1615 1400 1650 17385 6400 | creased our 2011 and 2012 share-net es- various limited partnership investments

Cal- EARNINGS PER SHARE AP Full | timates by $0.05 and $0.15, to $3.15 and has been climbing and should help offset
endar [Mar31 Jun.30 Sep.30 Dec.3l| Year | $3.35 a share, respectively. losses in other sectors.

2009 29 56 65 39 | 189 A firmer pricing climate should aid These good-quality shares remain un-

2010 g7 89 88 3l | 28| personal lines business. Loftier average favorably ranked for Timeliness. More-

201 | 77 87 93 588 | 315| premiums per policy helped push this lag- over, this stock presently trades within the

012 | 8 8 94 74| 33| ging segment into the black during the 3- to 5-year Target Price Range we foresee,

Cal- | QUARTERLY DIVIDENDS PAID & Full | September period. The company continues discounting much of its appreciation
endar [Mar31 Jun.30 Sep.30 Dec3l| Year | to generate a solid number of fresh potential. Also, despite the stock’s attrac-

2007 40 40 40 40 | 160| policies, albeit at a slightly slower pace, tive dividend yield, this issue currently

2008 44 44 44 44 | 176 | which ought to begin bearing fruit in the sells for a steep premium on a price-to-

2009 | 45 45 45 45 | 180| coming year. earnings basis, meaning investors may

2010 | 48 48 48 48 | 192| we look for Erie to continue repur- want to look elsewhere for now.

2011 815 515 S5 515 chasing its common stock. The insurer Kenneth DeFranco, Jr.  December 16, 2011
(A) Dil. egs. May not sum due to change in | (B) Dividends historically paid in early January, | (D) Due to adoption of FASB ASC 810, results | Company’s Financial Strength B++
share count. Next egs. rpt. early March. April, July, and October. are reported on a consolidated basis beginning | Stock’s Price Stability 100

(C) In millions. in 2009. Previous results are not comparable. Price Growth Persistence 45
Earnings Predictability 65

© 2011, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 [ 2004 | 2005 {2006 [2007 |2008 [2009 [2010 (2011 |2012 | ©VALUELINEPUB.LLC|14-16

123 .85 1.42 1.80 2.60 333 437 6.07 717 8.78 8.69 996 | 1125 | 1206 | 1291 | 1473 | 16.00 7.65 | Sales per sh AB 8.50
33 d.05 24 .30 45 73 1.10 1.85 2.15 2.84 2.37 323 3.90 381 3.82 473 435 1.95 |“Cash Flow” per sh 2.80
.28 d.11 A7 23 32 59 91 1.66 1.95 2.49 1.96 2.89 355 3.46 352 441 3.70 1.40 |Earnings per sh BC 230

-- -- -- -- -- -- -- -- -- -- -- -- -- Nil Nil |Div'ds Decl'd per sh Nil
.03 03 .02 .05 10 .09 10 22 27 .26 A7 .09 A1 13 11 13 15 .10 [Cap'l Spending per sh 10
2.22 1.90 191 223 261 3.46 453 6.47 8.81 9.01 8.40 947 | 1193 | 1364 | 16.17 | 19.22 | 20.10 | 20.00 [Book Value per sh P 22.95
363.86 | 329.32 | 321.61 | 332.68 | 338.64 | 353.20 | 358.51 | 363.47 | 369.53 | 347.64 | 321.34 | 319.55 | 311.41 | 301.62 | 302.39 | 286.12 | 264.00 | 260.00 |Common Shs Outst'g E | 270.00
20.7 - 338 46.3 418 472 40.7 26.3 29.2 19.7 20.7 16.4 119 85 79 6.8 | Bold figres are [Avg Ann’l P/E Ratio 175
139 195 241| 238| 307| 209| 144| 166 | 104| 110 89 63 51 53 A4 Va"ue Lli"e Relative P/E Ratio 115
estimates . . "

.- -- -- -- -- -- -- -- -- -- -- -- -- -- - Avg Ann’l Div'd Yield Nil
CAPITAL STRUCTURE as of 9/30/11 1566.6 | 2206.7 | 2650.4 | 3052.4 | 2793.9 | 3183.3 | 3501.8 | 3636.1 | 3903.5 | 4213.1 | 4230 | 1990 |Sales ($mill) AB 2300
31.3% | 37.8% | 36.5% | 37.2% | 28.4% | 32.3% | 33.2% | 21.5% | 19.2% | 28.6% | 24.0% | 10.0% |Operating Margin 14.0%

Total Debt None 546 | 516| 596 | 566| 937 | 1001 | 9L7| 95| 865| 730 120 125 |Depreciation ($mill) 140
Leases, Uncapitalized Annual rentals $34.9 mill, | 3380 | 6220 | 7359 | 0296 | 667.0 | 9208 | 1122.3 | 10524 | 1067.5 | 1280.3 | 1025 | 380 |Net Profit ($mill 620
' ' ' 28.1% | 24.2% | 21.5% | 21.5% | 21.3% | 21.5% | 20.2% | 20.9% | 20.8% | 21.8% | 23.0% | 20.0% |Income Tax Rate 22.0%

No Defined Pension Benefit Plan 21.6% | 28.2% | 27.8% | 30.5% | 23.9% | 29.2% | 32.0% | 28.9% | 27.3% | 30.4% | 24.2% | 19.1% |Net Profit Margin 21.0%
870.1 | 1690.9 | 2311.4 | 2144.3 | 1786.2 | 1795.1 | 2296.7 | 2968.2 | 3599.5 | 4321.8 | 3000 | 2800 |Working Cap'l ($mill) 2300

Pfd Stock None B O e e e e - Nil | Nil |Long-Term Debt ($mill) Nil

Common Stock 267,153114 shs. 1625.1 | 23518 | 32559 | 3132.4 | 2697.8 | 30248 | 37153 | 41146 | 4889.9 | 54989 | 5300 | 5200 |Shr. Equity (Smill) 6200

as of 11/8/11 Y 20.8% | 26.4% | 22.6% | 29.7% | 24.7% | 30.7% | 30.2% | 25.6% | 21.8% | 23.3% | 19.5% | 7.5% |Return on Total Cap'l 10.0%

o 20.8% | 26.4% | 22.6% | 29.7% | 24.7% | 30.7% | 30.2% | 25.6% | 21.8% | 23.3% | 19.5% | 7.5% |Return on Shr. Equity 10.0%

MARKET CAP: $8.2 billion (Large Cap) 20.8% | 26.4% | 22.6% | 29.7% | 24.7% | 30.7% | 30.2% | 25.6% | 21.8% | 23.3% | 19.5% | 7.5% |Retained to Com Eq 10.0%

CUR$I$WI|ELI\ET POSITION 2009 2010 9/30/11 -- -- -- -- -- -- -- -- .- - Nil Nil |All Div'ds to Net Prof Nil

Cash Assets 3322.3 3851.1 2204.6 | BUSINESS: Forest Laboratories, Inc. manufactures drugs used for  17.0% of sales. Estimated plant age: 12 years. Has 5,600 employ-

Receivables 475.7 5355 5733 | treating depression, pain, and cardiovascular and respiratory dis- ees. Officers & directors own 2.6% of common stock; Wellington

Ion%eenrtory (FIFO) g%i 23%471 ﬁgg? orders. Important products: Lexapro (for depression), Namenda Management, 13.5%; Vanguard, 10.3%; BlackRock, 8.1%; High

Current Assets 75792 52507 36115 | (Azheimers), Savella (fibromyalgia), and Bystolic (hypertension). — River Limited Partnership, 7.2% (6/11 proxy). Chairman & CEO:

Accts Payable 130'2 190I8 99'5 Also makes generic drugs using controlled-release tech. Foreign Howard Solomon. Inc.: Delaware. Address: 909 Third Ave., New

Debt Due e - .~ | business: 2.1% of '10 sales. 2010 depreciation rate: 11.5%; R&D:  York, NY 10022. Telephone: 212-421-7850. Internet: www.frx.com.

85;;2“‘ Liab g‘;g? ggé lggg'g Forest Laboratories had a challenging (the number-two selling drug) is set to lose

_ - —— time making progress on the share- patent protection in 2015. There are some

ANNUAL RATES  Past  Past Estd'08-10| net front during the first six months promising drugs under development, such

o change (persh) - 10X18  Surs, ©aiS | of fiscal 2011 (which ends on March as one for acute mania associated with

“Cash Flow” 23.5% 11.0% NMF 31, 2012), compared to the prior-year tal- bipolar disorder and another used to treat

Eia\l/ri'gilggc?s 26.0% 120%  NMF ly. That stemmed partially from expenses irritable bowel syndrome with constipa-

Book Value 195% 135% 6.0% | associated with the launch of several new tion, but their sales may not be enough to

= v =1 products, including Teflaro and Daliresp. offset the losses of Lexapro and Namenda.

Vear. | . QUARTERLY SALES (8 mil) Fiscal | Furthermore, there was some earnings Furthermore, there is no guarantee that
Begins |Jun.30 Sep.30 Dec.31 Mardl] vear | gijtion caused by the April acquisition of all drug candidates will receive regulatory

2008 18937 9256 9201 8967 [3636.1| Clinjcal Data, estimated to be around approval.

2009 19482 962.7 9970 9956 139035 | $0.60 a share in the first year and less One major strength is the balance

%gﬁ) %%2% %(l)ggg i(l)gg? 1g%g 2%81 afterward. sheet. In fact, at the end of the second

012 1810 530 465 385 |1990 | Ynfortunately, we expect the compa- quarter, Forest Labs boasted some $2.2

Fiocal oo =] NYy’s situation to get much worse dur- billion in cash available. What's more,

Year | nEégNguesggRSHAFéli Mar31 | Fiscal ing the second half. That's primarily be- there were no debt commitments. These
Begins | Jun.50 -ep.od DEC.ol Marsl| Year | o556 the patent for Lexapro (Forest's factors make acquisitions a good possibil-

%008 -8; 80 1-03 76 3-42 number-one selling product) is set to ex- ity, although we cannot include future

2888 '35 188 1'(‘334 1?2 1311511 pire in March, 2012. As a result, the bot- ones in our figures because of numerous

2011 | 104 ‘9 105 70 | 370| tom line stands to decline about 16%, to uncertainties.

2012 a5 37 ‘33 ‘95 | 140| $3.70 a share, for the full fiscal year. The equity might appeal to investors

: UARTE§LYDIVIDENDSPA||5 — Share earnings stand to decrease by a sig- with a speculative bent. That's primari-

Cal- Q Full | nificantly greater percentage in fiscal ly because there is a consolidation trend in

endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | 5415 g |osses from Lexapro become more the drug industry. But for now, these

2008 intense. shares are just an Average (3) selection for

%8(1)8 NO DIVIDEND Prospects over the next three to five relative price performance in the year

2011 BEING PAIDS years look very cloudy. To further com- ahead.

2012 plicate matters for the company, Namenda Frederick L. Harris, 11l  January 13, 2012
(A) Fiscal year ends March 31st of following earnings thru fiscal '96; diluted after. Excludes | Next earnings report mid-April. Company’s Financial Strength A
calendar year. (B) Forest booked citalopram nonrecurring gains (losses): '96, 15¢; '00, 10¢; | (D) Includes intangibles. In'10: $740.5 mill., Stock’s Price Stability 90
financing as “other income” in fiscal '97 and ‘04, 25¢; '05, 12¢; '06, ($1.48); '07, (49¢); '08, | $2.59/sh. (E) In mill., adjusted for stock splits. Price Growth Persistence 10
'98, and this is included in sales. (C) Primary | (94¢); 09, ($1.27); '10, (80¢); Q1 '11, (14¢). Earnings Predictability 85
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HUs(000) 82087 82493 83186 AR RRRRRARRRRRRRRRRARRRRRFRRARRARRARRFRARRRARRAR, RARRRARARRAFRARRRRRRARA RAARRRy (T Sy 492  27.2
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 [2006 [2007 [2008 | 2009 [2010 {2011 [2012 | ©VALUELINEPUB.LLC| 14-16
6.42 7.01 7.35 7.66 8.22 932 1069 | 12.66 | 14.04 | 16.07 | 1561 | 1559 | 17.64 | 17.06 | 1687 | 17.17 | 19.06 | 20.15 |Revenues per sh 22.20
.80 .85 97 97 113 131 171 1.87 2.19 242 3.55 1.72 2.00 147 2.13 2.36 2.35 2.60 |“Cash Flow" per sh 335
.64 .66 81 81 .38 1.05 1.39 1.53 1.78 199 1.80 1.40 159 118 1.32 1.56 132 1.65 |Earnings per shA 2.25
.25 .29 31 .35 40 46 52 .60 72 1.00 112 1.20 1.24 1.28 1.28 128 132 1.35 | Div'ds Decl'd per sh Bs 1.48
15 15 A7 .20 22 18 29 51 28 31 .24 .34 44 33 23 23 40 45 |Cap'l Spending per sh .50
191 2.06 2.47 287 329 3.95 437 5.96 6.88 8.26 8.04 8.78 7.18 7.66 871 | 10.19 | 11.10 | 11.75 |Book Value per sh© 14.95
6170 | 6517 | 66.44| 7058 | 73.68 | 7950| 8511 | 8855 90.00 | 92.10 | 95.70 | 98.40 | 92.00 | 96.40 | 102.48 | 108.61 | 112.00 | 114.00 |Common Shs Outst'g® | 120.00
139 12.8 105 12.9 14.3 20.6 21.0 20.2 154 15.9 16.0 19.9 177 211 16.3 16.4 222 Avg Ann’l PJE Ratio 16.0
93 .80 61 67 82 1.34 1.08 1.10 88 84 .85 1.07 94 1.27 1.09 1.04 1.37 Relative P/E Ratio 1.05
28% | 35%| 36% | 33%| 32% | 21% | 18% | 19% | 26% | 32% | 3.9% | 43% | 44% | 51% 59% | 5.0% | 4.5% Avg Ann’l Div'd Yield 4.1%
CAPITAL STRUCTURE as of 9/30/11 910.0 | 1120.8 | 1263.8 | 1480.3 | 1493.6 | 1534.0 | 1623.3 | 1645.0 | 1729.3 | 1864.2 | 2134.7 | 2300 |Revenues ($mill) 2660
Total Debt $675.0 mill. Duein 5 Yrs $100.0 mill. | 20.19 | 22.1% | 21.2% | 20.2% | 27.7% | 15.1% | 15.1% | 13.5% | 18.8% | 17.7% | 17.4% | 17.5% |Operating Margin 20.0%
LT Debt $675.0 mill. Lt 'mefesgggﬁaf’f@'"-,l 200| 258| 3L2| 348| 327| 318 | 293| 300 | 856| 931 1152| 120 |Depreciation (mill) 130
(6% fCap) | 1253 | 1401 | 1655 | 1885 | 3070 | 1375 | 1546 | 1114 | 1331| 1633| 150 | 190 |Net Profit Smill 215
Leases, Uncapitalized Annual rentals $65.6 mill. 11.7% | 30.5% | 24.4% | 20.0% | 12.1% | 17.7% | 22.7% | 31.9% | 36.9% | 19.6% | 30.7% | 25.0% |Income Tax Rate 25.0%
Pension Assets-12/10 $199.7 mill. 13.8% | 12.5% | 13.1% | 12.7% | 20.6% | 9.0% | 95% | 6.8% 77% | 88% | 7.0% | 82% |NetProfit Margin 10.3%
Oblig. $220.0mill. [ d423 | 240 | 466 | 157 | 155 d251 | 436 |d1566 | 65.6 | 1487 | 1258 | 230 |Working Cap'l ($mill) 745
Pfd Stock None - | 1283 1221 | 1400 | 107.6 | 259 | 400.0 | 400.0 | 550.0 | 550.0 | 675.0| 675 [Long-Term Debt ($mill) 700
Common Stock 112,883,000 shares 3716 | 5282 | 6191 | 7610 | 7691 | 864.1 | 7155 | 7385 | 892.9 | 11067 | 19186 | 1340 |Shr. Equity ($mill) 179
33.7% | 22.2% | 22.9% | 21.4% | 35.7% | 15.9% | 14.6% | 10.7% | 10.0% | 10.9% | 7.7% | 9.5% |Return on Total Cap'l 11.0%
MARKET CAP: $4.0 billion (Mid Cap) 33.7% | 26.5% | 26.7% | 24.8% | 39.9% | 15.9% | 21.6% | 15.1% | 14.9% | 14.8% | 11.9% | 14.0% |Return on Shr. Equity 15.5%
CURRENT POSITION 2009 2010 9/30/11 | 22.5% | 17.0% | 16.7% | 13.6% | 26.6% | 2.7% | 50% | NMF 6% | 2.7% 1% | 2.5% |Retained to Com Eq 5.5%
Cas(ﬁMAll_;_éLts 2059 2498 2414 33% | 36% 3% | 45% 33% | 83% 1% | 106% 96% 82% | 100% 82% |All Div'ds to Net Prof 65%
Receivables 6937 750.1  982.0 | BUSINESS: Arthur J. Gallagher & Company provides insurance vention). Commissions are generated through negotiation and
Icr;vestmems -~ s - | brokerage, risk management, and employee benefit services to a  placement of insurance for its clients. Officers & directors own
ther 6404 7261 8653 . : s SMPIOYEE. ° % of ock: Can. Res. Global Inv.. 11.5%: Black.
Current Assets 15200 17260 20887 wide varlletylof commercial, |ndustr|a|,AlnstltAutlonaI and governmen about 2.500 of common stock; Cap. Res. Global Inv., 11.5%; Blac!
Accts Payable 11665 12503 1600.4 tal organizations through over 250 offices in seven countries. Risk  Rock, 6.8% (4/;1 proxy). Has about 10,700 empls. Chal_rman, Pres.
Debt Due s - 2. | management services analyze risks and determine the best pro- & CEO: J. Patrick Gallagher, Jr. Inc.: Del. Addr.: Two Pierce Place,
Other 307.9 327.0 343.2 | tection through insurance and risk control (loss control and pre- Itasca, lllinois 60143. Tel.: 630-773-3800. Internet: www.ajg.com.
Current Liab. 14744 15773 19438 ' Arthur J. Gallagher posted mixed fi- new year; however, no financial details
ANNUAL RATES  Past Past Estd’'08-'10| nancial results for 2011. The top line in- were released about them. Nonetheless,
ochange fpersh)  10s, - sxis, o lad6 | creased almost 15% last year. This healthy more of these sorts of transactions should
“Cash Flow” 6.0% -60%  9.0% rise reflected solid contributions from the widen AJG’'s geographic footprint and
Earnings 40% -6.0%  9.0% Brokerage division, which benefited from a boost volumes down the road.
Dividends 120%  60%  25% | rise in organic and supplemental commis- The clean-coal investments have been
ook Value 10.0% 3.0%  9.0% - - . : :

g sions. Elsewhere, the Risk Management coming on line. Those operations were
cal- | QUARTERLYREVENUES($mil) | Full | unit experienced a double-digit revenue delayed over the past year, and conse-
endar |Mar31 Jun.30 Sep.30 Dec3l| Year | gain thanks to higher domestic and inter- quently detracted from ‘the bottom line.
2008 | 3758 4289 4282 4121116450| national fees. Alternatively, the Corporate However, at this point, they appear to be
2009 | 4011 4536 4395 4351117293| segment saw a decline in revenues, and gaining the necessary permits, and prod-
2010 | 4824 4595 4632 4591118642 posted a sizably larger loss for the year. uction should resume shortly.

%gg ‘éggﬂ' gggl 285238 2134 %337 On the margin front, overall expenses rose We look for earnings to rebound in
120 basis points as a percentage of the top 2012. The recent insurance operation pur-
cal- EARNINGS PER SHARE A Full | line. What's more, the tax rate, which his- chases should help to drive the Brokerage
endar |Mar31 Jun30 Sep30 Dec3l| Year | torically fluctuates, rose substantially in division. Elsewhere, the Risk Management
2008 | 18 45 44 11| 1181 2011. Combined, these factors caused unit ought to get a boost from higher fee
2009 | .29 4441 19| 1321 share net to decline 15.4%, to $1.32 (ex- volumes. And when combined with the re-
2010 | .28 40 44431 156 cludes $0.04 in nonrecurring charges from sumption of production at the coal opera-
%gﬁ %‘é jg Z% ig %%ﬁ the June period). ) ) tions, higher profits appear to be on the
: : : : — | The company continues to remain ac- way.
Cal- | QUARTERLYDIVIDENDSPAID®= | Full | tive on the acquisition front. In fact, it This stock chiefly has appeal as an in-
endar | Mar.31 Jun.30 Sep.30 Dec.dl| Year | completed 25 purchases last year. The come vehicle. We also note the recent in-
2008 3l 32 32 .32 | 127 | bulk of these were for smaller regional crease in the already respectable dividend.
2009 | .32 3232 3 | 128 | property and casualty (P&C) companies. However, these top-quality shares don't
2010 | 32 .32 32 32 | 128 More recently, AJG bought Capital Bauer stand out for performance in the year
01333333 33 | 132 | Insurance Agency and Riley & Associates. ahead or for the 2014-2016 time frame:
2012 33 34 Those were the first deals to kick off the Bryan J. Fong February 17, 2012

(A) Diluted egs. after '97. Incl. cap. gains: ‘97,
26¢; '99, 3¢. Excl. nonrecur. charges: '03, 21¢;
'05, $1.48; '11, 4¢. Excl. losses from disc. ops.:
'07, 16¢; '08, 36¢; '09, 4¢. May not sum due to
© 2012, Value Line Publishing LLC. All rights reserved.

rounding. Next earnings report due in April.
(B) Dividends historically paid in mid-Jan.,
mid-Apr., mid-Jul., and mid-Oct. =Dividend
reinvestment plan available.
. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

lion, $13.01/sh.

(C) Includes intangibles. In 2010: $1367.2 mil-

(D) In millions, adjusted for stock splits.

Company’s Financial Strength A
Stock’s Price Stability 95
Price Growth Persistence 25
Earnings Predictability 90

To subscribe call 1-800-833-0046.
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HAEMONET'CS CORP RECENT 66 63 PIE 20 1(Trai|§ng: 216} |RELATIVE l 33 DIVD Nl

. NYSE-HAE PRICE . RATIO . \Median: 230/|PERATIO L, YLD |

TMELNESS 4 weersnon | OV 9] $30] 3350 5220 BT B7| 82| %a| B8 08 B0 &2 Target Price Range
SAFETY 2 Raseduinss | LEGENDS o
TECHNICAL 3 Raised2gi2 | Reltve Pice Strengh 160
BETA .60 (1.00 = Market) haded areas indicate recessions———+—————————+——————— %(2)8

2015-17 PROJECTIONS [ P I elekelleh kel 80
) ~Ann'l Total 1 — 1 e

) Price  Gain  Return — —— T s b 28
High 130 E+95%; 18% ""'juu 1
Low 95 (+45%) 9% i ol 40
Insider Decisions el e — | H “i"' : 30

MAMUJJASON ||II IIIII| M| I il I B

By 00000000G5|[h I [Pl Zlla8 20
Opons 102120132 . 1| .

Sl 103122242 st AR I T B o % TOT. RETURN 112 22
Institutional Decisions o N KRy et * THIS  VLARITH*

b T pen g . . o oE

056l 78 s 1| onares 2y br L R T A 3y 98 1238 [
Hd's(00) 27031 26477 26322 T R AR TR RRARRER Sy 347 212
1996 | 19971998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [ 2007 [2008 [2009 [2010 [2011 (2012 |2013 | ©VALUELINEPUB.LLC|15-17

1156 | 10.79| 1047 | 11.00 | 11.40| 12.48| 1402 | 1452 | 1465 | 1564 | 16.96 | 20.10 | 23.33 | 2537 | 26.37 | 29.00 | 31.20 | 33.60 |Sales persh A 4285

1.69 1.49 1.70 1.98 2.08 2.36 2.30 2.37 2.57 2.88 2.94 3.40 3.92 4.61 5.14 5.10 5.65 6.15 |“Cash Flow" per sh 7.75
1.20 .62 .78 .96 114 1.29 1.07 1.19 1.52 190 183 2.10 2.45 2.85 3.27 3.07 3.50 3.90 |Earnings per sh B 5.10
-- -- -- -- -- -- -- -- -- -- -- -- -- -- -- Nil Nil Nil |Div'ds Decl'd per sh Nil
1.20 a7 83 .92 .86 84 56 55 67 1.26 153 2.25 2.20 221 182 2.10 2.25 2.45 |Cap’l Spending per sh 2.85
8.41 7.35 8.23 8.17 8.36 9.24 929 | 1115 1357 | 1646 | 1809 | 19.23 | 21.07 | 2331 | 26.74 | 29.00 | 32.25| 35.05 |Book Value persh € 47.85
26.80 | 2648| 26.95| 2528 | 2578 | 2564 | 2404 | 2508 | 26.18 | 26.83 | 26.52 | 25.69 | 25.62 | 25.44 | 2566 | 25.00 | 24.50 [ 24.25 |Common Shs Outst'g O | 23.00
153 21.2 231 214 218 257 236 19.3 218 24.1 258 254 235 19.1 176 Bold figyres are |Avg Ann'l P/E Ratio 220
9| 157 120| 122| 142| 132| 129| 110| 115| 128| 139| 135| 14l | 127| 112 ValuelLine | Relative P/E Ratio 145
.- .- .- - - .- .- .- .- - .- .- .- .- .- estimates | avg Ann’l Divd Yield Nil

CAPITAL STRUCTURE as of 12/31/11 3370 | 3642 | 3836 | 419.7 | 449.6 | 5164 | 5979 | 6454 | 676.7 725 765 815 [Sales ($mill) A 985
Total Debt $5.6 mill.  Duein 5 Yrs $5.6 mill. 19.6% | 20.9% | 22.8% | 23.3% | 20.9% | 20.8% | 21.6% | 23.3% | 24.4% | 21.5% | 23.0% | 23.5% |Operating Margin 24.0%
LT Debt $3.1 mill LTl'”‘efesht $-3ioj“'”-f cas | 284] 1] 26| 22| 25| 312| 5| 32| 41| 500 520 530 Depreciation (Smill 58.0

(eassthan 1% ofCapl) | 569 | 93| 296 | 522| 505| 562 640 742 | 38| 770| 60| 960 |Net Profit (mill) 120

Leases Uncapitalized: Annual rentals $7.0 million 30.3% | 36.0% | 33.8% | 35.1% | 33.5% | 32.4% | 30.4% | 29.3% | 28.1% | 28.0% | 30.0% | 31.0% |Income Tax Rate 33.0%

Pension Assets-3/11 $4.4 mill. Oblig. $8.6 mill. 8.0% | 8.0% | 10.3% | 12.4% | 11.2% | 10.9% | 10.7% | 11.5% | 12.4% | 10.6% | 11.2% | 11.8% |Net Profit Margin 12.2%
1229 | 1857 | 255.7 | 3303 | 3217 | 261.7 | 2895 | 2496 | 340.1 370 425 475 | Working Cap’l ($mill) 675

Pfd Stock None 36| 24| 192| 130| 67| 60| 53| 46| 40| 35| 30| Nil|Long-Term Debt ($mill) Nil

Common Stock 25,141,181 shares 2032 | 2797 | 3551 | 4417 | 4796 | 4942 | 5399 | 5931 | 6861 | 725| 790 | 850 |Shr. Equity ($mill) 1100
11.1% | 9.9% | 10.8% | 11.6% | 10.4% | 11.3% | 11.7% | 12.5% | 12.1% | 10.5% | 11.0% | 11.5% |Return on Total Cap'l 11.0%
12.1% | 10.5% | 11.2% | 11.8% | 105% | 11.4% | 11.9% | 12.5% | 12.2% | 105% | 11.0% | 11.5% |Return on Shr. Equity 11.0%

MARKET CAP: $1.7 billion (Mid Cap) 12.1% | 10.5% | 11.2% | 11.8% | 10.5% | 11.4% | 11.9% | 12.5% | 12.2% | 10.5% | 11.0% | 11.5% |Retained to Com Eq 11.0%
CUR$I?\4I|ELI\|{T POSITION 2009 2010 12/31/11 -- -- -- -- -- -- -- -- - Nil Nil Nil |All Div'ds to Net Prof Nil
Cash Assets 1416 196.7 205.4 | BUSINESS: Haemonetics Corp. operates two main divisions: R&D, 4.1% of sales. Acq'd Neoteric Tech., and Altivation Software,
Receivables 1187 127.2  127.4 | Donor Products (67% of 2010 sales) provides disposable supplies 2/09. Has 2,016 employees. Neuberger Berman owns 13.1% of
Ion%eenrtory (FIFO) Zgg %g 1%2 used in the collection of plasma, whole blood, platelets, and red common stock; BlackRock, 8.2%, off. and dir. own 3.4% (6/11
Current Assets 386:1 448:8 467:2 blood cells. Patient division (20%) offers disposable products used proxy). Chairman: Brad Nutter. Pres. & CEO: Brian Concannon.
Accts Payable 256 28.3 28.9 in blood salvage during surgery, and blood loss management. Inc.: Mass. Address: 400 Wood Rd., Braintree, MA 02184. Tel.:
Debt Dué 16.1 9 2.5 | Equipment & Tech. services (13%). Intl business: 53% of sales. 781-848-7100. Internet: www.haemonetics.com.
831‘fém Liab. 122:2 1332 188:2 Haemonetics continues to be hurt by because of a shaky demand environment.

—— the recall of OrthoPat. Net income fell Still, nearly three-quarters of the

AfN;\‘UAL RAEES 1535‘ 5P$St ES:d,lg%lO 8% in the third quarter (fiscal years end OrthoPat recall is complete, paving the
o change (persh)  10¥rs,  SYie ©0a=IT | on Saturday closest to March 31st), way for what we envision as healthy earn-
“Cash Flow” 9.0% 12.0%  8.0% despite continued top-line momentum. ings growth in fiscal 2012.

Eiﬁ\llfifgimgs 11.5% 13.0%  85% | Sales improved 8%, to $191 million, on a Wall Street has taken notice. The stock
BoakValue 11.0% 11.5% 10.5% | year-over-year basis. The company is in is up roughly 13% since our late November

= VY = the midst of replacing some 1,300 systems, review, on news of the aforementioned

Vear. |, QUARTERLY SALES (Smill) Fiscal | costing roughly $13  million, or $0.37 a contract extensions. That said, it is still
Begins_Jun.Per Sep.Per Dec.Per MarPer| vear | gpyare ‘5o far in fiscal 2011. We believe that unfavorably ranked for Timeliness based

2009 |1540 1671 1652 1691 | 6454| the gross margin pressures associated on the lack of relative earnings power we

2010 11631 1668 1768 1700 | 676.7| \nith the recall will remain a drag on earn- envision in the months ahead.

%gg %86 ggﬂ' %g%z ig§8 %g ings over the next few months and make it Still, the stock is a solid long-term

2013|190 205 215 205 g15 | difficult for Haemonetics to post growth in risk-adjusted play. Appreciation poten-

Fiocal EARNINGS PER SHARE A B =| the fourth quarter. ] tial out to 2015-2017 is above average.

Year Fiscal | However, the company continues to Meanwhile, HAE's Safety rank is 2 (Above
Begins |Jun.Per Sep Per Dec Per MarPerl Year | oo “traction elsewhere. Platelet sales Average) and it holds a solid score for

2009 | 69 .70 71 .75 | 2851 fncreased 8% in the December period, but Price Stability. Plus, there could be a cata-

%8%(1) gé ;3(2) gg gﬁ gg; the plasma franchise was the real stand- lyst waiting in the wings. Data regarding

02 | 77 s 96 9 | a3sp| out. posting 15% growth. This business plasma-derived ~Alzheimer’'s drugs are

2013 | 8 95 106 103 | 390 recently got some welcome news, too, sign- creating a buzz. Haemonetics could benefit

SPAD ing contract extensions with plasma frac- greatly if Baxter International or a compe-

Cg" QUARTERLY DIVIDEND: 5”” tionators, representing 75% of current titor is given clearance to market such a
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year| yy,giness through calendar year 2012, and product. We do not envision a therapy

2008 90% through calendar 2014. Plasma reve- gaining approval until mid-decade, but in-

2009 nue is expected to increase at a low ventories may well begin to build in

%gﬂ) NO CQ;H@Q’AIDDENDS double-digit rate in the fourth quarter, but anticipation.

2012 dip back into the mid-single-digits in 2013 Andre J. Costanza February 24, 2012
(A) Fiscal year ends on the Saturday closest to | '97, ($1.55); '99, (24¢); '00, (86¢); '01, (17¢); | (C) Includes intangibles. In '10: $129.3 Company’s Financial Strength B++
March 31st of the next calendar year. '02, 6¢; ‘05, 61¢; ‘06, (5¢); '07, (16¢); '08, | million, $5.15 a share. Stock’s Price Stability 100
(B) Diluted EPS. Excl. nonrecur. gain/(losses): | (18¢); '09 (61¢). Next egs. report due early | (D) In millions. Price Growth Persistence 75

May. Earnings Predictability 100

© 2012, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

To subscribe call 1-800-833-0046.
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HERSHEY CO. (THE) nysessr [t 61.43 (30 20,7 Ciatse 35) 5edkis 140195 2.4%
TMELNESS 4 weerion | BV 55| BF 587 B3| 3| 5| %s| 3| B3 B3 %a| 3 Target Price Range
SAFETY 2 Lovered 112007 LEGENDS
) —— 145 x "Cash Flow" p sh 128
TECHNICAL 3 Rasedlfnz |, Relave Prce Strengih o
BETA .65 (1.00 = Market) Options: Yes 80
2014-16 PROJECTIONS haded areas indicate recessions 2-for-1 i SN B EETEE EEERE 64
i ~ Ann'l Total LU (LK TTTLLCTP I, gt 48
) Price  Gain Return LA T " 40
[ﬂgh 95 E+553/o; 143/0 | i I' 1 T g™ T 2
ow 70 +15% 6% |I|||'| /n/u | I !
Insider Decisions Mllii. i - 24
FMAMJJASOEP™ R ™ LN
Bly 00000000 0| ™ waf— e Tt e Cat P s 16
Opons 52 1501230 Sl B . |12
oSl 523501230 % TOT. RETURN 12/11
Institutional Decisions THIS VL ARITH*
STOCK INDEX
AL e i 1t
to Sell 249 220 208 | traded 5 (DLt T T ST G TR | 1] 3yr. 939 919 [
Hid's(000) 123084 121841 120777 LR AR KRR LRAT RN I 11 Sy 432 216
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [2007 [2008 | 2009 |2010 | 2011 [2012 | ©VALUELINEPUB.LLC |14-16
1194 | 1304 | 1505| 1549 | 1434 | 1549 1680 | 1535 1611 | 1796 | 20.11 | 2147 | 21.79 | 22.61 | 2324 | 24.95| 27.00 | 29.00 |Sales persh A 36.00
134 145 171| 172| 166| 186| 210| 229| 253 | 292| 327| 330 | 349 | 300| 299, 346| 375| 4.15|“CashFlow"persh 5.50
85| 100 112| 115| 105 120 137| 159 180 | 206| 228 | 234 | 208| 188 | 217| 255| 280| 3.15 EarningspershAB 4.40
34 38 42 46 50 54 58 63 13 84 93] 105| 114| 119| 119| 128| 138| 150 |Div'dsDecl'dpersh =C 191
46 52 61 56 42 51 59 54 92 .79 81 86 90 | 125 64 89| 135]| 1.80 [Cap'l Spending per sh 315
350 | 380 298| 364| 397| 431| 423| 511| 494 | 442| 425| 297 | 261 | 140 | 316| 397| 455| 540 |Book Valuepersh P 9.50
309.06 | 305.88 | 285.86 | 286.29 | 276.92 | 272.56 | 271.28 | 268.44 | 259.06 | 246.59 | 240.52 | 230.26 | 227.05 | 227.04 | 228.00 | 227.30 | 225.00 | 224.00 |Common Shs Outst'g E | 221.00
166 | 205| 241| 296| 263| 207 230| 213| 196 | 223| 262 | 227 | 232| 195| 169| 179 199 Avg Ann'l P/E Ratio 19.0
111 1.28 1.39 1.54 1.50 1.35 1.18 1.16 112 118 1.40 1.23 1.23 117 113 113 1.25 Relative P/E Ratio 1.25
24% | 19% | 16% | 14% | 18% | 22% | 1.8% | 19% | 21% | 18% | 16% | 2.0% | 24% | 32% | 32% | 28% | 25% Avg Ann’l Div'd Yield 2.3%
CAPITAL STRUCTURE as of 10/2/11 4557.2 | 41203 | 4172.6 | 4429.2 | 4836.0 | 4944.2 | 4946.7 | 5133.0 | 5299.0 | 5671.0 [ 6070 | 6495 |Sales ($mill) A 7955
Total Debt $1638.3 mill. Due in 5 Yrs $800.0 mill. | 18.99% | 22.5% | 23.8% | 24.7% | 24.8% | 24.1% | 23.9% | 19.9% | 19.7% | 21.6% | 21.5% | 22.0% |Operating Margin 23.0%
(LJTDirftgtr6$51t4e9aﬁf£";2 3;TT'2:§|fﬁftéf§?go'§é'r'a o | 1905] 179 1806 | 1897 | 2180 | 1999 | 3109 | 2495 | 1824 1971 210| 215 |Depreciation (Smill) 230
10.7%) B (62% of Cagp'|') 3779 | 436.0 | 4747 | 529.8 | 567.3 | 559.1 | 481.8 | 430.5 | 499.4 | 5882 635 715 | Net Profit ($mill) 980
Leases, Uncapitalized Annual rentals $14.9 mil. 37.3% | 36.7% | 36.7% | 36.6% | 36.4% | 36.2% | 36.0% | 36.0% | 35.2% | 37.0% | 35.0% | 35.0% |Income Tax Rate 35.0%
Pension Assets-12/10 $1.0 billion 8.3% | 10.6% | 11.4% | 12.0% | 11.7% | 11.3% | 9.7% | 84% | 9.4% | 10.4% | 10.5% | 11.0% [Net Profit Margin 12.3%
Oblig. $1.0billion 5611 | 7167 | 545.8 | d103.0 | d109.3 | d35.7 |d192.2 | 748 | 4748 | 7064 | 710 | 855 |Working Cap'l ($mill) 1080
Pfd Stock None 877.0 | 8518 | 9685 | 690.6 | 942.8 | 1248.1 | 1280.0 | 1506.0 | 1502.7 | 1541.8 | 1265 | 1165 |Long-Term Debt ($mill) 865
Common Stock 225,119,789 shs. 1147.2 | 1371.7 | 1279.9 | 1089.3 | 1021.1 | 6834 | 592.9 | 3182 | 7205 | 902.3 | 1025| 1205 |Shr. Equity ($mill) 2105
Incl. 60,632,042 Class B shs. (10 votes per sh.) 20.3% | 21.0% | 22.6% | 31.6% | 30.6% | 30.8% | 27.9% | 26.0% | 24.5% | 25.8% | 29.5% | 32.0% |Return on Total Cap'l 34.5%
as of 10/21/11 32.9% | 31.8% | 37.1% | 48.6% | 55.6% | 81.8% | 81.3% [135.3% | 69.3% | 65.2% | 62.0% | 59.5% |Return on Shr. Equity 46.5%
MARKET CAP: $13.8 billion (Large Cap) 19.5% | 19.6% | 22.7% | 29.7% | 33.9% | 47.4% | 38.7% | 52.7% | 32.8% | 33.8% | 31.5% | 31.5% |Retained to Com Eq 26.5%
CUR$I?\4I|ELI\|{T POSITION 2009 2010 10/2/11 41% 38% 39% 39% 39% 42% 52% 61% 53% 48% 49% 47% |All Div'ds to Net Prof 43%
Cash Assets 2536 884.6 292.3 | BUSINESS: The Hershey Company is the largest U.S. producer of  counted for 15.2% of total 2010 sales. Has 13,500 full-time employ-
Receivables 4104  390.1  620.7 | chocolate and nonchocolate confectionery products. (Major brands:  ees. Hershey Trust owns 7.5% of common stock & 99.8% of Class
Ion%eenrtory (LIFO) g(l)?; ?ggg gigg Hershey's, Reese’s, Kisses, Cadbury, Ice Breakers, Kit Kat, Jolly ~ B; T. Rowe Price Associates, 6.8%; Officers & Directors, less than
Current Assets 1385:4 2005:2 1814:0 Rancher, Twizzlers, Good 'n" Plenty, Heath, Mounds, and Milk  1.0% (3/11 proxy). Chairman: James E. Nevels. CEO and Presi-
Accts Payable 287.9 4107 4302 Duds.) Sold majority of pasta pperations, 1/99. Adver}ising costs, dent: John P. Bilbrey. Inc.: DE. Address: 100 Crystal A Drive, Her-
Debt Dué 393 2855 139.4 | 6.9% of '10 sales. '10 depreciation rate: 6.5%. Foreign ops. ac- shey, PA 17033. Tel.: 717-534-4200. Internet: www.hersheys.com.
85;;2“‘ Liab. g?g:g lggg:g 1(1%%:2 We expect Hershey Co. to report solid should pay off quickly, providing stronger

top- and bottom-line advances for sales momentum, which ought to support

ANNUAL RATES ~ Past  Past Est'd '08'10| 2011. Indeed, the confectionery company earnings growth.

o chenge (persh)  10%rs, - SYis, 0116 | Jikely put in another strong performance International markets offer promise.

§gg§s§h Flow” 6.0% 15% 10.0% in the fourth quarter, allowing sales to ad- Hershey is gaining considerable ground in
E.ﬁf.'&'ngs ;-ggf %-ggf 1%-8‘;? vance around 7% for the full year. And foreign countries, particularly China, In-
ook Vale 32%  .90% 2s50 | this top-line growth probably drove about dia, Mexico, and Brazil. And given man-

- a 10% rise in share net, compared to the agement's focus on expanding the compa-
Cal- |  QUARTERLY SALES (§ mill) A Full | prior year, even with ramped up costs as- ny's offerings in these areas, Hershey will
endar |Mar.Per Jun.Per Sep.Per Dec3l| Year | ghoiated with higher commodities prices likely be able to carve out an even greater
2008 11160 1105 1490 1378 5133 | and jncreased investments in marketing.  share of the international arena. This, cou-

%g?g ﬁgg %g% %‘;2‘7‘ ﬂgg gé?i We have raised our 2012 estimates for pled with the company's already strong
2011 |1564 1325 1624 1557|6070 sales and share net by 2% and a nick- position in its domestic market, should
2012 1650 1450 1750 1645 |e4o5 | €. to $6.5 billion and $3.15 a share, position it well for the long haul. )
s respectively. Strength across the compa- These shares have dropped a notch in
Cal- M FEARB‘“NGSPESSH‘F\,RE Dec.3l Full | ny's portfolio of brands should continue to Timeliness, to 4, hinting that they will
endar_|Mar.per Jun.Per Sep.Per Dec.3l| Year | rjve the top line over the coming year, likely trail the broader market over the
2008 | 37 .29 64 58 | 18| |eading to solid market share gains. And, coming six to 12 months. Too, it seems as
%888 gj éi ;g gi %ég despite continued brand investments, most though much of the solid performance we
2011 7 56 8 ‘s | 280 of this growth should trickle down to the are anticipating down the line has been al-
2012 80 65 ‘90 ‘80 | 315| bottom line. ) ) ) ready incorporated into the current quota-
UARTERLY DIVIDENDS PAID= € Advertising spending will likely con- tion. However, these shares are a relative-
Cg" MQ 31 030 Sep 30 Decal 5”” tinue to rise near term. Hershey will ly safe haven for conservative investors, as
endar | Mar.oL Jun.cd oep.oy DEC.SL] Year | ,rohapbly remain committed to increasing they carry a high Safety rank (2) and low
%888 %g;g %g;g %g;g %g;g ﬂg its focus on brand investments in the com- Beta (.65). Hershey will likely raise the
: : : : ' ing quarters in an effort to further expand dividend in each of the coming three years,

ggﬁ) .'325 _'gis _'gis _'gis %gg its market share, particularly in interna- as well, adding some further appeal.

2012 tional markets. But, these initiatives Kathryn M. Drew January 27, 2012
(A) Years end Dec. 31; quarters end Sun. on or | (6¢); '98, 2¢; '99, 58¢; '00, 1¢; '01, (62¢); '02, | due early Feb. (C) Div'ds historically paid mid- | Company’s Financial Strength B++
following end of 13th, 26th, & 39th weeks of (8¢); 03, (6¢); '04, 24¢; 05, (29¢); '07, ($1.15); | March, June, Sept., Dec. = Div'd reinvestment | Stock’s Price Stability 100
year. (B) Primary earnings until ‘96, then '08, (52¢); 09, (27¢); '10, (34¢). Qrtly. totals plan available. (D) Incl. intangibles. At Price Growth Persistence 45
diluted. Excl. nonrecurring gains (losses): '96, | may not sum due to rounding. Next egs report | 12/31/10: $2.85 share. (E) In mill., adj. for split. | Earnings Predictability 90
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1Q2011
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2Q2011
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3Q2011
143
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85615

shares
traded

Percent

L THIS VL ARITH.*
o oo STOCK INDEX

1yr. 164 59

3yr. 1004 919

|
| 5yr. 730 216

1995

1996 | 1997 | 1998 | 1999

L | RN T
T TR RO RRA AR
2001 | 2002 2004 | 2005 [ 2006

2012 | ©VALUELINEPUB.LLC

9.93

9.99| 10.74| 1107 | 1176

1733 | 19.64

1.34

20.92

31.70 | Sales per sh A

2.35 |“Cash Flow” per sh
1.85 |Earnings per sh AB
.60 |Div'ds Decl'd per sh C=

Cap’l Spending per sh

11.00 |Book Value per sh ©

264.00 |Common Shs Outst'g E

1.08
2.3%

133

2.5% 2.0%

1.6%

Avg Ann’l PJE Ratio
Relative P/E Ratio
Avg Ann’l Div'd Yield

mill.

LT Debt $250.0 mill.

CAPITAL STRUCTURE as of 10/30/11
Total Debt $250.0 mill. Due in 5 Yrs $250.0 mill.
LT Interest $12.5 mill.

3910.3
10.1%

8365
11.0%

9000
11.5%

6533.7
10.1%

7895.1
11.0%

Sales ($mill) A
Operating Margin

(9% of Cap’l)

Leases, Uncapitalized Annual rentals $12.7 mill.

Pension Assets-10/11 $870.9 mill. Oblig. $942.6

Pfd Stock None

Common Stock 264,037,493 shs.
as of 12/2/11
MARKET CAP: $7.7 billion (Large Cap)

83.2

1824 | 189.3 | 1858 2535

127
490

135
595

1271
342.8

1242
474.2

Depreciation ($mill)
Net Profit ($mill)

36.0%
4.4%

35.6%
4.8%

35.8%
4.4%

37.4%
4.7%

35.0%
5.9%

35.0%
6.6%

Income Tax Rate
Net Profit Margin

34.7%
5.2%

33.3%
6.0%

463.1
462.4
995.9

552.1
409.6
11153

382.0
395.3
1252.7

4579
350.4
1574.6

1220.0
250.0
2659.8

1300
250
2900

1500
250
4000

889.7
350.0
21235

Working Cap’l ($mill)
Long-Term Debt ($mill)
Shr. Equity ($mill) P

13.5%
18.3%

13.4%
17.0%

12.2%
14.8%

13.9%
16.1%

16.0%
17.0%

14.5%
15.0%

14.4%
16.1%

16.7%
17.8%

Return on Total Cap'l
Return on Shr. Equity

Other

Other

CURRENT POSITION
SMILL

Cash_Aséets
Receivables
Inventory (FIFO)

Current Assets
Accts Payable
Debt Due

Current Liab.

2009

385.3
372.3
722.4

94.7

518.4
430.9
793.8
115.1

2010 10/30/11

13.2% | 12.2% | 10.3% 11.7%
28% | 28% | 31% 27%

11.4% 12.8% | 11.5% |Retained to Com Eq 9.5%
30% 28% | 32% |All Div'ds to Net Prof 36%

539.2
461.1
885.8
112.1

1574.7
313.3

3717

1858.2
361.3
350.0
389.9

1998.2
390.2

BUSINESS: Hormel Foods Corporation is an international manu-
facturer and marketer of consumer-branded meat and food prod-
ucts, which are sold fresh, frozen, cured, smoked, cooked, and
canned. Well-known brand names include: Hormel, Always Tender,
Cure 81, SPAM, Dinty Moore, Jennie-O, Mary Kitchen, Little
Sizzlers, Chi-Chi’s, and Kid's Kitchen. Distributes products to su-

permarkets and independent food stores in all 50 states as well as
overseas. Has approximately 19,500 employees. The Hormel Foun-
dation owns 48.3% of common stock; all officers/directors as a
group, 3.4% (12/11 Proxy). President and CEO: Jeffrey M. Ettinger.
Inc.: DE. Address: 1 Hormel Place, Austin, MN 55912-3680. Tele-
phone: 507-437-5611. Internet: www.hormel.com.

388.0

685.0 1101.2

778.2

Sales

ANNUAL RATES Past
of change (per sh)

“Cash Flow”
Earnings
Dividends
Book Value

5Yrs.
8.0%
9.0%
10.0%
9.0% 11.0%
10.5% 10.0%

10 Yrs.

8.0%
9.0%
9.5%

Past Est'd '09-'11
to’
4.5%
6.5%
8.5%
12.5%
11.0%

14-16

Fiscal
Year
Ends

QUARTERLY SALES ($ mill) A
Jan.Per Apr.Per Jul.Per Oct.Per

Full
Fiscal
Year

2008
2009
2010
2011
2012

1621.2 15941 1678.1 1861.5
1689.1 15951 15744 1675.1
1727.4 1699.8 1730.5 2063.0
1921.6 1959.0 19106 2103.9
025 2065 2030 2245

6754.9
6533.7
7220.7
7895.1
8365

Fiscal
Year
Ends

EARNINGS PER SHARE AB
Jan.Per Apr.Per Jul.Per Oct.Per

Full
Fiscal
Year

2008
2009
2010
2011
2012

32 .28 .19 .25
.30 .30 29 .38
41 34 32 44
.55 40 .36 43
52 45 39 49

1.04
1.27
151
1.74
1.85

Cal-
endar

QUARTERLY DIVIDENDS PAID C =
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2008
2009
2010
2011
2012

093 093  .093  .093
095 095 .095 .095
205 105 105 105
128 128 128 128

15

37
.38
42
51

Fiscal 2012 (ends October 27th) ought
to be a decent year for Hormel. We
look for share earnings to climb another
6%, to $1.85, despite a considerably more
challenging cost environment for the Aus-
tin, Minnesota-based food producer. The
expense headwinds should be stiffest
against the Refrigerated Foods segment
(accounting for a little more than half of
the top-line mix), as commodity input
prices are trending up and pork processing
margins appear to be pulling back from
historically high levels. We do not antici-
pate much of a profit squeeze at the
Jennie-O Turkey Store unit, however,
thanks to greater operational efficiencies
(mostly involving the supply chain) and
hedging strategies that are dulling the ef-
fects of higher feed costs. What's more . . .
We expect bottom-line growth to be
supported by a strong performance
from the Grocery Products division.
This business is the least commodity-
oriented of the bunch, and is benefiting
from Hormel's ongoing move up the
value/branded ladder. (Sales of new SPAM
products and Compleats microwave meals
have been especially brisk of late.) The

company seems to have a lot more pricing
power with regard to its branded grocery
goods, as well, which is not surprising.
This leverage makes it easier for the firm
to offset raw material inflation with stra-
tegic rate increases.

Acquisitions, not factored into our es-
timates, will likely bolster results as
we head toward mid-decade. Equipped
with ample free cash flow and a clean bal-
ance sheet, Hormel remains in pursuit of
accretive deals that will add diversity to
its business and shield it from unpredict-
able fluctuations in commodity prices. The
company is also endeavoring to boost its
exposure to growing product categories,
like Mexican foods and other ethnic fares.
We recommend these shares as a core
long-term holding, notwithstanding the
current margin pressures. Hormel is a
very well-run outfit, with an increasingly
defensive business model and a consistent
record of raising its cash dividend. (The
quarterly payout was just hiked 18%, to
$0.15 a share.) Consequently, we think
that this high-quality stock would make a
fine addition to most portfolios.

Justin Hellman January 27, 2012

(A) Fiscal year ends on last Saturday in Oct.

(B) Based on average shares outstanding

through '96; diluted thereafter. Excludes non-
recurring gains (loss): '04, 5¢; '99, 2¢; '98, 7¢;

'97, 1¢; '96, (3¢). Next earnings report due late | intangibles. In '11: $762.9 mill., $2.89/sh. (E) In

Feb.

(C) Dividends have historically been paid | millions, adjusted for splits.

in the middle of Feb., May, Aug., and Nov. =

Div'd reinvestment plan available. (D) Includes
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of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.
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Stock’s Price Stability 100
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Earnings Predictability 95
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102011 2Q2011  3Q2011 Percent 30 %o . STOCK INDEX |
to Buy 120 123 99 | shares 20 ! N PR P i Lt ! ot lyr. 527 00
to Sell 110 124 156 ST T I1R1 Y1 PPN 11 Y TR T | PM AT E R A | T 3yr. 1938 1238 [
Haso ss10s _sesea _sasar | "0 IO [ITIPLITETLT Sy 234 272
On 2/12/98, HSN, Inc. and Universal 2001¢ [ 2002 | 2003 | 2004 | 2005 | 2006 |2007 | 2008 | 2009 | 2010 | 2011 [2012 | ©VALUELINEPUB.LLC|14-16
Studios announced that several of Univer-| 39.88 | 37.28 | 3639 | 3258 | 3236 | 39.18 | 4387 | 10.28 | 11.38 | 1852 | 24.85 | 2950 |Sales persh 40.00
sal's television components would merge| 562| 331| 474| 524| 642 | 481 | 148 | 193 | 218| 129| 305| 3.25 “CashFlow" persh 5.15
with HSN. Under the terms of the deal, Uni-| d1.32 | d.08 92 80| 336 120 d1.00 95 18 21| 185| 1.90 |Earnings persh A 3.10
versal received about $1.6 billion in cash. . . . . - - .- .- .- . 12 48 |Div'ds Decl'd per sh & 60
The company, which eventually changed its [ 152 | 134 | 107 | 118 | 136 219 | 160 A7 31 45 48 56 |Cap'l Spending per sh 95
name to IAC/InterActiveCorp, was made up| 4178 | 6398 | 5887 | 7685 | 5191 | 5472 | 59.08 | 31.49 | 2586 | 27.51 | 23.65| 28.75 |Book Value per sh 37.35
of the USA Network, the Sci-Fi Channel, [ 94437 123.97 | 173.91 | 190.06 | 177.81 | 160.24 | 14529 | 140.61 | 120.93 | 88.37 | 82.90 | 80.00 |Common Shs Outstg® | 75.00
USA Networks studios, USA Broadcasting, - | NMF| NMF| 374 489 - 170 | NMF| NMF| 195 Avg Ann'l PJE Ratio 25.0
Ticketmaster, the Home Shopping Network, NMF | NMF | 199 | 264 102 | NMF| NMF| 122 Relative PIE Ratio 1.65
and the Internet Shopping Network. - - - - - - - 3% Avg Ann’l Div'd Yield 8%
CAPITAL STRUCTURE as of 12/31/11 3765.8 | 4621.2 | 6328.1 | 6192.7 | 5753.7 | 6277.6 | 6373.4 | 1445.1 | 1375.8 | 1636.8 | 2059.4 | 2360 |Sales ($mill) 3000
Total Debt $95.8 mill.  Duein 5 Yrs $20.0 mill 14.1% | 15.2% | 26.3% | 21.3% | 27.4% | 15.7% | 11.2% | 59% | 7.1% | 10.3% | 17.0% | 16.0% |Operating Margin 17.0%
LT Debt $95.8mill. LT Interest $5-5%/m(;'f'-Ca o | 6558 4303 6831 [ 8573 | 5426 | 5784 | 3564 | 1350 | 2382| 14| 788| 900 |Depreciation (Smil) 120
(% P d125.1 d9.9 | 1543 | 1518 | 5984 | 192.6 | d144.1 | 137.0 253 223 | 1745 170 |Net Profit ($mill) 265
Leases, Uncapita”zed Annual rentals $20.5 mill. LR --| 16.4% | 56.3% | 39.4% | 35.8% -- -- -- | 23.7% | 10.0% | 25.0% |Income Tax Rate 30.0%
Pension Liability No Defined Benefit Pension NMF | NMF | 24% | 25% | 104% | 3.1% | NMF | 95% | 18% | 1.4% | 85% | 7.2% |Net Profit Margin 8.8%
Plan. 1380.9 | 3080.7 | 2336.8 | 2239.1 | 1760.5 | 1559.1 | 1598.6 | 1900.8 | 1709.8 | 1187.1 | 624.9 800 |Working Cap'l ($mill) 1200
zfd Stack None 5447 | 12111 | 11201 | 7967 | 959.4 | 857.1 | 8346 | 958 | 958| 958| 958| 90.0 |Long-Term Debt ($mill) | 750
ommon Stock 82,032,744 shs. F ; .
as of 10/28/11 39455 | 79315 | 10238 | 14605 | 9230.8 | 8769.0 | 8583.7 | 4427.5 | 3127.8 | 2430.9 | 1960.1 | 2300 |Shr. Equity ($mill) 2800
NMF [ 28% | 3.7% | 13% | 62% | 24% | NMF | 34% | 9% | 1.0% | 86% | 7.0% |Returnon Total Cap'l 9.5%
MARKET CAP: $3.7 billion (Mid Cap) NMF | NMF | 15% | 1.0% | 65% | 22% | NMF | 3.1% .8% 9% | 8.9% | 7.5% |Return on Shr. Equity 9.5%
CURRENT POSITION 2009 2010 12/31/11 NMF | NMF | 14% | 1.0% | 6.5% | 22% | NMF | 3.1% 8% 9% | 84% | 5.5% |Retained to Com Eq 8.0%
Cash Aokt 17336 13061 se9s| | - | | -] -] -] -] --| oo %] 23% AUDVSto Net Prof 17%
Receivables 101.8 119.6  177.0 | BUSINESS: The new IAC/InterActiveCorp operates diversified In-  Diller owns 7.6% of common stock (and 100% of Class B stock);
g‘:’heenrtory (FIFO) 647 1183 1123 | temet businesses in the U.S. and abroad. It is comprised of four Jennison Associates LLC, 7.7%; BlackRock, 6.9%; all other direc-
Current Assets 2000'1 1544:0 1159:1 segments: Media & Other, Mgtch, ServiceMagic, and Search. Tick-  tors & pﬁicer§ own 3.4% (5/11 proxy). Chairman: Barry Diller. Chief
Accts Payable 392 56.4 64.4 etmaster,lThe Home Shopping Network, Intervgl Leisure Group, Executive Officer: Greg Blatt. Incorporated: Delaware. Address: 555
Debt Due i 22| and Lending Tree were spun off to shareholders in August of 2008. West 18th Street, New York, New York 10011. Telephone: 212-
Other 246 O 300.5 469.8 | Spun-off Expedia Inc. and all travel-related companies, 8/05. Barry ~ 314-7300. Internet: www.iac.com.
Current Liab. 2903 3569 5342 'shares of IAC/InterActive increased look for moderate top-line growth at the
ANNUAL RATES  Past Past Estd’'08'10| in price following the company’s Media & Other business. Overall, we anti-
Jchange fpersh) - 10%s, - S¥s 10 led8 | fourth-quarter earnings release. The cipate a moderate revenue advance for the
“Cash Flow” NME  NME  190% | stock is trading near a multiyear high as a company for full-year 2012. The bottom-
Earnings NMF  NMF  38.0% | result, following a sustained advance that line comparison may well prove less im-
g'V'dendS s -~ NMF | hegan in 2009. The company has experi- pressive, following considerable earnings
ook Value NMF NMF 4.5% . . : A
2 enced healthy improvement in earnings growth in 2011.
cal- QUARTERLY SALES ($ mill.) & Full | during the past few years. In the most The company has been active in
endar |Mar31 Jun30 Sep.30 Dec3l| Year | recent period, IAC posted notably higher buying back stock. During 2012, IAC
2008 |370.7 3542 3693 3509 (14451 | revenues and a considerable bottom-line spent nearly $508 million on this front.
2009 13320 3400 336.6 367.2 |13758| gain. The company experienced broad- The company had 6.9 million shares
2010 (3782 3942 4130 4514 116368 | hased strength during the quarter. remaining on’ its stock-repurchase author-
gg% ‘égg-z ‘gg-“ 2%89 Zggg ggzg“ Solid performance will probably con- ization by the end of January. Thus,
tinue. The mainstay Search unit should buybacks ought to further benefit share
Cal- EARNINGS PER SHARE A Full | further benefit from healthy growth in earnings going forward.
endar |Mar31 Jun.30 Sep.30 Dec3l| Year | gestination Web sites and at Mindspark, This stock remains favorably ranked
2008 | d02 d60 dO1 158 95| which develops downloadable toolbars. for year-ahead performance. Looking
2009 | d19 .28 16 d07 | 18| Meanwhile, subscriber growth will proba- further out, we project steady growth in
2000 | d16 12 16 .09 | 2l| by continue to drive revenues higher at revenues and share earnings over the pull
%8% ;593 "é‘é gg gg igg Match.com. This business should further to 2014-2016. From the present quotation,
: : : : : benefit from the addition of OKCupid (ac- this stock has solid appreciation potential
Cal- | QUARTERLYDVIDENDSPADS | Full | quired early in 2011). However, we expect for the coming years. A pullback in the
endar_|Mar.31 Jun.30 Sep.30 Dec3l| Year | |ower subscription revenue from Singles- share price may present investors with a
2008 | -- - - net, as the company has reduced the more attractive entry point. Conservative
2009 marketing of this service. Elsewhere, Ser- accounts may prefer to look elsewhere,
%8%2 i i i 12 12 viceMagic will likely benefit from higher given the uncertainty associated with In-
2012 : : average lead acceptance fees and an in- ternet companies.
crease in service request accepts, and we Michael Napoli, CFA February 17, 2012

(A) GAAP Diluted earning
to reflect egs. from cont.

chgs. Excl. nonrec. items: ‘09, ($7.16); '10,
$1.07. Nxt. egs. rept. due late Aprillearly May. | 8/08, rev's. reflect restatement. (F) Outstanding
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s. '08 results restated
ops. excl. ($2.03) in

(B) In mill., adj. for stock splits. (C) 2001 sales | common stock has one vote per share. Class B
are pro forma for Vivendi. joint venture. (D) Ex- | stock has 10 votes per share.
pedia spun off in 7/05. (E) Spun off four units in

quarterly dividend paid on

Next payment scheduled for March 1, 2012.

Company’s Financial Strength B++

(G) Initial [ Stock’s Price Stability 90
December 1, 2011. | Price Growth Persistence NMF
Earnings Predictability 5

To subscribe call 1-800-833-0046.
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001 00U QU | percent 18 - sTock ko
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DUl 1 1ra aeg|shares 12— bt Hminni sy 1001 1238 |
HIUS(000) 65465 66031 63303 AT EARARRRE RRRRETAERRAFRTARRARRARRFRRRRRRRRAR RARRRARAAA ([T Sy 289  27.2
1996 | 19971998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [ 2007 [2008 [2009 [2010 [2011 (2012 |2013 | ©VALUELINEPUB.LLC|15-17
13.06 | 1307 | 13.27| 1373 | 1501 | 1946| 1920 | 2023 | 2152 | 21.97 | 2343 | 2810 | 30.38 | 29.39 | 3268 | 3445 | 34.95| 36.20 [Sales per sh 40.20
2.45 2.46 2.38 234 2.25 273 2.85 3.05 3.04 3.04 3.39 3.9 371 3.70 427 423 5.05 5.35 |“Cash Flow" per sh 5.80
2.00 2.00 1.90 1.79 1.48 141 1.94 213 2.08 1.96 2.34 2.70 2.76 2.69 3.26 3.74 4.05 4.40 |Earnings per sh A 5.60
1.38 1.45 1.49 152 1.29 .60 .60 62 67 72 74 .88 .96 1.00 1.04 1.16 128 1.34 |Div'ds Decl'd per sh Ba 1.56
72 53 85 97 .62 55 87 .70 .75 1.03 .65 81 1.09 84 1.32 157 1.60 1.65 | Cap’l Spending per sh 1.70
9.79 9.17 8.91 8.19 6.48 553 6.10 7.90 9.63 | 10.09 | 10.12 7.62 7.29 971 | 1245 | 1368 | 1455| 16.75 |Book Value per sh © 19.40
109.97 | 109.13 | 106.05 | 104.82 | 9743 | 9476 | 9425 | 9399 | 9452 | 90.74 | 89.42 | 81.02 | 78.66 | 79.16 | 80.26 | 80.93 | 8250 [ 83.00 |Common Shs Outst'g © | 85.00
232 239 22.7 224 18.8 185 16.9 15.1 18.1 189 16.3 184 143 12.7 144 15.4 | Bold figyres are |Avg Ann’l P/E Ratio 145
1.45 1.38 118 1.28 1.22 .95 92 86 .96 1.01 .88 .98 86 85 92 1.01 ValuejLine Relative P/E Ratio .95
30% | 3.0%| 34%| 3.8% | 46% | 23% | 18% | 19% | 18% | 19% | 19% | 18% | 24% | 29% | 22% | 20%| ="' |AvgAnn'lDivd Yield 1.9%
CAPITAL STRUCTURE as of 12/31/11 1809.2 | 1901.5 | 2033.7 | 1993.4 | 2095.4 | 2276.6 | 2389.4 | 2326.2 | 2622.9 | 2788.0 | 2885 | 3005 |Sales ($mill) 3415
) . . 21.9% | 23.1% | 21.3% | 19.9% | 20.8% | 20.2% | 18.9% | 19.1% | 19.3% | 17.0% | 17.5% | 18.0% |Operating Margin 18.0%
[?tg'egfgg§ggz4£il'l“"'- E#fn't”efe;({;fgg“#l{“"'- 845| 865| OL0| 9L9| 897| 828 | 760| 785| 792| 753| 800| 850 |Depreciation (mil) 95.0
(LT interest earned: 5.9 total int, cov.: 5.9%) 1837 | 2001 | 1961 | 1843 | 2138 | 2366 | 2209 | 2143 | 2636 | 2669 | 335 | 360 |Net Profit ($mill) 400
(44% of Capital) | 34.0% | 32.0% | 30.2% | 17.3% | 31.8% | 24.8% | 18.2% | 28.8% | 26.7% | 28.6% | 28.0% | 28.0% |Income Tax Rate 28.0%
Pension Assets-12/11 $1.1 bill. Oblig. $1.2 bill. 10.2% | 10.5% | 9.6% | 9.2% | 10.2% | 10.4% | 9.2% | 9.2% | 10.0% | 9.6% | 11.6% | 12.0% |Net Profit Margin 11.7%
507.3 | 376.6 | 5619 | dil4 | 633.0 | 651.6 | 710.1 | 6436 | 664.2 | 752.7 790 830 |Working Cap'l ($mill) 960
Pfd Stock None 1007.1 | 690.2 | 669.0 | 131.3 | 7914 | 1060.2 | 1153.7 | 9347 | 787.7 | 7782 750 750 [Long-Term Debt ($mill) 750
Common Stock 80,927,390 million shs. 5747 | 7426 | 9105 | 9153 | 9052 | 617.2 | 5731 | 769.0 | 999.4 | 11074 | 1200 | 1390 |Shr. Equity ($mill) © 1650
as of 2/13/12 12.2% | 14.8% | 13.2% | 18.7% | 13.4% | 15.3% | 14.9% | 14.4% | 16.1% | 15.3% | 18.0% | 18.0% |Return on Total Cap'l 17.5%
o ) 32.0% | 26.9% | 21.5% | 20.1% | 23.6% | 38.3% | 38.6% | 27.9% | 26.4% | 24.1% | 28.0% | 26.0% |Return on Shr. Equity 24.0%
MARKET CAP: $4.7 billion (Mid Cap) 22.1% | 19.1% | 14.6% | 12.7% | 16.2% | 25.9% | 25.5% | 17.6% | 18.2% | 15.6% | 19.0% | 18.0% |Retained to Com Eq 16.0%
CUR$I$\4I|ELI\|{T POSITION 2009 2010 2011 31% 29% 32% | 3% 32% | 32% 34% | 3% 31% 3% | 32% 31% |All Div'ds to Net Prof 33%
Cash_Aséets 80.1 1313 88.3 | BUSINESS: International Flavors & Fragrances is a leading manu-  bacco products. In '10, international operations generated 74% of
Receivables 4545 4518 4723 | facturer of flavor and fragrance chemicals sold to consumer prod-  sales; R&D, 8.3% of sales. '10 depreciation rate: 6.4%. Acquired
Ion%eenrtory (Avg Cst) ﬁgg g%z gﬁg ucts manufacturers worldwide. Fragrances account for about 54%  Bush Boake Allen, 11/00. Has about 5,400 employees. Off./dir. own
Current Assets 1128I1 1325'2 1317'2 of 2010 sales; flavors, 46%. Its products are principally used in per-  1.6% of stock; 3 instit. (in total), 19.2% (3/11 proxy). Chairman &
Accts Payable 161.0 200'2 7| fumes, cosmetics, soaps and detergents, prepared foods, CEO: Douglas D. Tough. Inc.: NY. Address: 521 W. 57th St., New
Debt Dué 76.9 1339 116.7 | beverages, dairy foods, pharmaceuticals, and confectionery and to-  York, NY 10019. Telephone: 212-765-5500. Internet: www.iff.com.
85;;2“‘ Liab igﬁ'g géi'g g’g}g International Flavors & Fragrances wins and higher selling prices.
: ' —— delivered decent top-line growth last Going forward, a new initiative
AfN;\‘UAL RAEES 1535‘ 5P$St Es;qlg%n year. This manufacturer of flavors and should improve fragrances results.
o chenge (persh)  1oxrs,  SXis, 0BT | fragrances for consumer products reported IFF announced a plan to reorganize its
“Cash Flow” 55% 50%  6.0% that 2011 revenues advanced 6%, to $2.8 functional fragrances group. The segment
E.ﬁf.'&'ngs gggf g-ggﬁ 18-22? billion, compared to the prior year. The will continue to reallocate a portion of its
Boak Vale 0% 1t 1000 | tally was in line with our projection, resources from developed to emerging
- though it included a favorable foreign cur- markets, with increased emphasis on the
ca- | %JAFETER%S/;LESS(%'"'%) y| FUl'| rency translation impact, without which Singapore and Mexico creative centers,
endar | Mar.3l Jun.30 Sep.30 Dec3l] Year | ot ggles would have increased only 4%. The program calls for the elimination of
2009 | 5596 5684 6126 5856 |23262) On an adjusted basis, share net grew about 70 positions globally, and should
%gﬁ ?i’ig g?gg ?Zgg’ gﬁ’g g%ég about 11%, to $3.74, from $3.37 in 2010. yield pretax savings of $9 million this
2002 | 7200 740 745 680 | 2885 These figures exclude expenses of $0.48 a year. Management expects the changes to
2013 | 50 770 7175 710 | 3005 | Sshare in 2011, related to fragrance restruc- simplify decision making, improve re-
EARNINGS PER SHARE A turing efforts (discussed below) and a source apportionment, and enhance col-
iji" Mar3l Jun30 Sen30 Dec.3l 5”” patent litigation settlement, and $0.11 a laboration. We are upbeat, and think this
endar | Var.o1 Jun. p- : €4 | share in 2010, related to European will ultimately strengthen go-to-market
50(1)9 60 60 & 6 2-6‘; restructuring. capabilities and augment profitability.
281(1) 133 g? 138 ?2 33,34 Results at the fragrances unit have These shares have improved in price
' ' ' ' ' been lagging. While revenues at the by 7% since our December review, and
2012 | 100 105 115 85 | 405 9g1ng Yy
2013 | 110 115 120 ‘o5 | 440 flavors business increased 9%, the are ranked to move with the broader mar-
.UARTERL.Y DIVIDENDS PAIDE; — fragrances division saw sales fall 1% in kets over the next year. Although the com-
gg"r MQ 2 Jun30 Sen30 D '31 5””r 2011. Moreover, operating profit in the pany may face some near-term headwinds,
endar i Mar.s1 Jun.sV -ep.o0 Dec. €} segment declined 7%, owing to a 160- the view further down the line remains fa-
2008 | .28 23 25 25| 96| pasis-point retreat in the operating profit vorable. Because of the issue’s solid Price
%8(1)8 gg gg %g %g %gg margin. The main culprits were deteriorat- Stability score, we think it would make a
2011 57 57 3 3| 116 ing volumes and a jump in raw material good selection for conservative accounts.
2012 g ’ ’ ’ | costs that more than offset new business Geoffrey C. Bell March 9, 2012
(A) Primary earnings through '97, then basic. | 11¢; '11, 48¢. Excludes discontinued: '05 Q1, | April, July, and October. = Dividend reinvest- | Company’s Financial Strength A
Excludes one-time gains/(losses): '99, 26¢; '00, | (2¢). Next earnings report due mid May. Qtly | ment plan available. Stock’s Price Stability 95
26¢; '01, 20¢; '02, 8¢; '03, 30¢; '04, 3¢, '05, | egs. may not sum due to rounding. (C) Includes intangibles. In 2010: $714.4 mil- | Price Growth Persistence 60
(8¢); '06, 14¢; '07, 12¢; '08, 11¢; '09, 16¢; '10, | (B) Dividends historically paid in mid-January, | lion, $8.90 per share.(D) In millions. Earnings Predictability 95

© 2012, Value Line Publishing LLC. All rights reserved.

. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

To subscribe call 1-800-833-0046.




WPD-6 (16)

Page 24 of 51
RECENT PIE Trailing: 20.0') | RELATIVE DIVD
18J SNACK FDS CORP.noo.use 5™ 51,65 o 10,3 BOiEAHE 131D 1.0%
High:| 10.8| 13.1| 226| 19.8| 24.8| 323 423| 435| 36.4| 448 50.3| 55.6 i
TIMELINESS g overed 2411 | (0" | “g3| 73| 116| 127| 180| 25| 286| 200| 234 301| 368| 419 Tz%rfft 28;2 R;ng
i LEGENDS
SAFETY Raised 71309 | LEC S Cash Fiow” p s 128
TECHNICAL 3 Lowered 1125f11 | -+ Relaive Price Sirengin
2-for-1 split  1/06 96
BETA .70 (1.00 = Market) OptonssNo . | | ! r . 4 ¢ o ot o 80
2014-16 PROJECTIAOleT | haded areas indicate recessions i 64
nn’l Tota 1o Wl - | |m====qc===-
Price  Gain  Return T ST LTI mlitfiti® ig
High 75 45%)  10% e ] | —
lon 55 (JE+5°A3 3% T Iiw'rllll 32
_ _ A I||||I ”ml |
Insider Decisions I ripplL 24
FMAMIJJASO |I|||I| My
By 0 0000O0O0OO II I .n‘I"I'I ran 16
Optiors 0 0 32000 00 I ' ST 10
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Institutional Decisions i, ‘l I|| e oe [o% soracpass™""” Rt S - THIS VL ARITH
1Q2011  2Q2011  3Q20 h STOCK  INDEX

to Buy 53 57 51 Eﬁ;ﬁggt 18 \ lyr. 116 -5.9
to Sell 51 49 49 | traded 5 .21 TR 1 P TR PR Y TP IT1 T N YA TR 3yr. 532 919 [
HUS(000) 12388 12479 12434 T LR LA AP R FTRAETCP FYPRRERFRRLEOERRAREER RAARRARAA) RN EERATRARTY] AFTRLNTY Sy. 358 216
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 [ 2004 | 2005 {2006 [2007 |2008 [2009 [2010 (2011 |2012 | ©VALUELINEPUB.LLC|14-16

10.16 | 1063 | 1245| 1452 | 16.02 | 18.84| 20.36 | 19.84 | 20.82 | 23.13 | 25.02 | 27.88 | 3042 | 3357 | 3525 | 37.68 | 39.73| 42.10 |Sales persh A 48.75

1.20 1.30 143 1.86 2.14 217 263 2.76 2.54 2.60 2.74 291 313 2.92 345 394 3.93 4.15 |“Cash Flow” per sh 5.60
31 33 46 .63 .75 57 68 1.00 1.10 124 1.40 157 1.69 147 221 2.59 2.58 2.75 |Earnings per sh AB 3.85
-- -- -- -- -- -- -- -- -- -- .25 .30 .34 37 .39 43 46 .51 | Div'ds Decl'd per sh Cs .65
71 83 111 1.76 148 2.05 99 1.15 1.10 120 118 1.07 122 122 147 181 1.56 1.65 | Cap’l Spending per sh 1.75

5.26 5.53 5.98 6.62 729 7.82 8.46 947 | 1042 | 1166 | 12.85| 1423 | 1580 | 16.90 | 1851 | 20.58 | 23.09 | 24.75 |Book Value per sh P 29.50

1825 | 1750| 17.70 | 1807 | 1800 | 17.04| 1727 | 1781 | 1751 | 1801 | 1827 | 1847 | 1870 | 1875 | 1853 | 1849 | 1873 | 19.00 |Common Shs Outst'g & 20.00

19.4 18.1 148 14.2 143 15.0 134 16.8 15.1 16.2 177 20.0 225 20.6 16.1 16.2 183 Avg Ann’l PJE Ratio 17.0
. . . . . . . R . . . ! . . | ) . elative atio .

130 113 85 74 82 98 69 92 86 86 94| 108 | 119 | 124| 107| 103| 115 Relative P/E Rati 115
-- -- -- -- -- -- -- -- -- --| 10% | 1.0% 9% | 12% | 11% | 10% | 1.0% Avg Ann’l Div'd Yield 1.0%

CAPITAL STRUCTURE as of 9/24/11 ] 3517 | 3532 | 364.6 | 4166 | 457.1 | 5148 | 568.9 | 6294 | 653.0 | 696.7 | 744.1 800 |Sales ($mill) A 975
Total Debt $.8 mill.  Duein 5 Yrs $.5 mill. 15.4% | 16.8% | 15.1% | 14.2% | 14.1% | 13.7% | 13.2% | 11.1% | 13.7% | 14.6% | 13.7% | 15.0% |Operating Margin 17.0%
LT Debt 8.5 mill LT Interest $.03 mill 335 | 3L0| 245| 241| 240| 243 | 264 | 269 | 227| 245| 251| 27.0 |Depreciation ($mill 350
(LT int, earned and total int. coverage: NMF) ) )

(less than 1% of Cap') 19| 181| 199 227| 20| 295| 31| 27.9| 413| 484| 485| 523 |NetProfit ($mil) 770

Leases, Uncapitalized Annual rentals $8.8 mill. 36.0% | 35.3% | 36.0% | 36.3% | 37.7% | 38.7% | 37.2% | 39.2% | 39.4% | 38.0% | 37.0% | 38.0% |Income Tax Rate 40.0%

] ) i 34% | 51% | 55% | 55% | 57% | 57% | 56% | 4.4% 6.3% | 6.9% | 65% | 6.5% |Net Profit Margin 8.0%

No Defined Pension Benefit Plan 267 352 603| 907 | 1003 | 1131 | 1008 | 111.0 | 1434 | 1494 | 1840 | 200 |Working Cap'l ($mill) 330
Pfd Stock None 84| | | ] - 5 4 3 6 5 5 | Long-Term Debt ($mil) Nil
Common Stock 18734376 shs. 1461 | 1687 | 1826 | 2101 | 2348 | 2629 | 2956 | 3168 | 3428 | 3806 | 4324 | 470 |Shr. Equity (Smill) 590
as of 11/25/11 A7 NEl L9% .00 1% 2N .9%N .00 A% AN LN .U% |Return on lotal Cap V%

7.7% | 10.7% | 10.9% | 10.8% | 11.1% | 11.2% | 10.9% | 8.8% | 12.1% | 12.7% | 11.2% | 11.0% |Ret Total Cap'l 13.0%

MARKET CAP: $975 million (Small Cap) 8.1% | 10.7% | 10.9% | 10.8% | 11.1% | 11.2% | 10.9% | 8.8% | 12.0% | 12.7% | 11.2% | 11.0% |Return on Shr. Equity 13.0%

8.1% | 10.7% | 10.9% | 10.8% | 9.6% | 9.2% | 88% | 6.7% | 10.0% | 10.7% | 9.2% | 9.0% |Retained to Com Eq 11.0%

CUR$I?\4I|ELI\ET POSITION 2009 2010 9/24/11 -- -- -- - 13% 18% 19% | 24% 17% 16% 18% 19% |All Div'ds to Net Prof 17%
Cash_Aséets 99.0 90.1  113.0 | BUSINESS: J&J Snack Foods Corp. manufactures nutritional retail outlets. Has 3,000 employees. Officers & directors own 23%
Receivables 59.7 682 75.0 | snack foods and distributes frozen carbonated and juice beverages of company; Royce & Associates LLC, 8%; Neuberger Berman
Ion%eenrtory (FIFO) 422 ?gg Ggi mainly in the U.S., Mexico and Canada. It sells to snack bars, food LLC, 8%; Black Rock Fund Advisors, 5% (12/11 proxy). In-
Current Assets 211'1 220'5 259'9 stands, fast food outlets, stadiums, sports arenas, warehouse club  corporated: NJ. Chairman, Chief Executive Officer & President:
Accts Payable 48.2 52'3 55'9 stores, schools, colleges, movie theaters, and others. In addition, it Gerald B. Schreiber. Address: 6000 Central Highway, Pennsauken,
Debt Dué 1 2 '3 | sells various food products through a chain of specialty snack food NJ 08109. Telephone: 856-665-9533. Internet: www.jjsnack.com.
8g;ferntLiab ég;’ %?"13 %g'g We anticipate some profit improve- possible, of course, by the solid balance

: ' —— ment for J&J Snack Foods in fiscal sheet, boasting more than $100 million in

AfN;\‘UAL RAEES 1535‘ 5P$St Esgd,lf‘;’l'ell 2012 (which ends in late September), rela- cash and minimal debt at present. Even
o chenge (persh)  1ows,  s¥rs 01436 | tive to the prior year. That should partial- so, future purchases are excluded from our
“Cash Flow” 50% 65%  8.0% ly reflect growing benefits from previous presentation because of numerous un-
E.ﬁf.'&'ngs 14.0% ﬁ%) g-ggﬁ] acquisitions, which include Parrot Ice, Cal- certainties.

BoakValue 100% 100% 75% | ifornia Churros, and ConAgra Foods. Addi- The quarterly common stock dividend

Fiscal VY ol tional price increases are a possibility, too. was raised by almost 11%, to $0.13 a

e 0 %UAR,&ERgSAJLEsgm'”S') . feil Although the cost for ingredients, such as share. That was brought about, no doubt,

Ends [DEC.TEr Mar.rer Junrer Sep.rer| vear | flour, and distribution expenses will prob- by the company's healthy cash flows. We

2008 |131.1 1442 1768 1773 | 6294 gply continue to escalate, earnings per expect further, steady increases in the dis-

%g?g ﬁ%% 1‘5‘?% igg; %g%g gggg share might well advance around 7%, to tribution over the 3- to 5-year horizon, as

2011 |1556 1627 2063 2195 | 7441 $2.75. Further penetration into existing well. The payout ratio ought to remain

2012 | 180 185 210 295 goo | Markets and expansion into new ones around the 20% range, which is quite rea-

Focal EARNINGS PER SHARE A B Zal ought to enable J&J's bottom line to in- sonable.

Year oo bor Mar Per Jun Per Sep.Per| Riscal| crease another 10%, to $3.05 a share, in The good-quality equity is ranked to

Ends . Teraun. p. Year | fiscal 2013. just approximate the broader market

%008 -%O 21 .58 -38 %g Prospects over the coming three to averages over the next six to 12

2888 '32 ‘312 gg '82 559 five years look decent. The company months. That's based on recent price and

2011 38 6 89 e5 | 25| Provides a variety of attractively priced earnings momentum. o

002 | 42 a9 g9 93 | 975| products (including soft pretzels, frozen Long-term capital appreciation

.UARTERLIYDIVIDEI\IIDSPAID.C — beverages, and bakery goods) for the food possibilities are lower than the Value
gg"r MQ 31 Jun30 Sen30 D '31 5””r service and retail supermarket industries. Line median. Indeed, the current quota-
endar i Mar.s Jun.sd -ep.o0 Dec. €&’ Moreover, management ought to continue tion is not very far from the bottom end of

2008 | 093 093 093 093 37| its successful strategy of acquiring small, our 2014-2016 Target Price Range. But ad-

%8(1)8 gg;g gg;g gg;g gg;g 1312 niche companies (which have been in- ditional business combinations could

o011 | 1175 175 175 1175 | 47 tegrated into operations with minimal brighten things.

2012 | 13 ) ’ ’ ’ earnings disruption). That should be made Frederick L. Harris, Il1  January 27, 2012
(A) Fiscal year ends last Saturday in Septem- | early January, April, July, and October. = Div'd Company’s Financial Strength B++
ber. (B) Diluted earnings. Excludes nonrecur- | reinvest. plan available. (D) ~Includes in- Stock’s Price Stability 90
ring gain: 2011, $0.35. Next earnings report | tangibles At 9/24/11: $122.1 million, or $6.52 a Price Growth Persistence 85
due late April. (C) Dividends historically paid | share. (E) In millions, adjusted for stock split. Earnings Predictability 85
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oo STOCK  INDEX
o % Sy e e — R
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His000) 486559 asasd0 a7zess | "0 T T Tt AT A I I Sy 133 216
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [2007 [2008 | 2009 |2010 | 2011 [2012 | ©VALUELINEPUB.LLC |14-16
48.18 | 49.60 | 52.10| 54.88 | 5431 | 60.12| 6302 | 6828 | 7240 | 7752 | 83.75 | 93.77 | 105.94 | 117.10 | 119.52 | 132.56 | 158.75 | 166.95 |Sales per sh A 197.15
127 1.37 1.62 1.88 231 2.62 2.88 315 2.80 2.77 3.07 339 3.83 4.15 412 438 5.00 5.30 |“Cash Flow"per sh 6.50
.63 .67 .85 1.02 113 1.34 1.48 1.65 1.16 1.03 131 154 1.69 1.90 173 174 2.00 2.20 |Earnings per sh B 2.90
-- -- -- -- -- -- -- -- -- -- -- .26 .30 .36 37 40 43 .50 |Div'ds Decl'd per sh © .70
d3.23| d2.33| d1.54 d.75 321 379 441 5.08 5.40 4.86 6.07 6.98 741 7.98 753 8.54 8.70 9.95 | Book Value per sh 14.15
496.81 | 507.52 | 509.94 | 513.92 | 835.00 | 815.00 | 795.00 | 758.00 | 743.00 | 728.00 | 723.00 | 705.00 | 663.00 | 649.00 | 642.00 | 620.00 | 570.00 | 560.00 |Common Shs Outst'g ® | 525.00
117 15.3 17.2 231 224 15.8 16.2 11.3 14.3 16.3 14.0 141 16.4 141 125 12.4 | Bold figyres are |Avg Ann’| P/E Ratio 15.0
.78 .96 .99 1.20 1.28 1.03 83 62 82 .86 .75 .76 87 85 83 .80 Value|Line Relative P/E Ratio 1.00
.- .- .- .- .- .- .- .- - - | 12 | 11% | 13% | 17% | 19% | *UFS | Avg Ann'l Divid Yield 1.6%
CAPITAL STRUCTURE as of 11/5/11 50098 | 51760 | 53791 | 56434 | 60553 | 66111 | 70235 | 76000 | 76733 | 82189 | 90500 | 93500 |Sales ($mill)A 103500
Total Debt $7690 mill. Duein 5 Yrs $3837 mill. | 27.49 | 27.1% | 26.3% | 25.3% | 24.8% | 24.2% | 23.4% | 22.9% | 23.2% | 22.2% | 21.8% | 22.0% |Gross Margin 22.1%
Lgc?edbetfgggfg‘m:" _— !{‘;ﬁ:ﬁ£“3°-° mill T4% | 73% | 60% | 53% | 54% | 53% | 52% | 51% | 49% | 46% | 4.4% | 45% |Operating Margin 47%
ELT interest eamed: 5% imerest')coverage: 3539 | 3616 | 3679 | 3667 | 3636 | 3567 | 3571 | 3550 | 3532 | 3605 | 3600 | 3650 |Number of Stores 3675
5.1%) (57% of Capl) | 12171 13040 | 8730 | 7500 | 9580 | 11150 | 11810 | 1249.0 | 1122.0 [ 11160 | 1210 | 1265 |Net Profit ($mill 1570
Leases, Uncapitalized Annual rentals $741.0 mill. | 39.0% | 37.5% | 37.5% | 36.2% | 37.2% | 36.2% | 35.4% | 36.5% | 35.8% | 34.7% | 36.0% | 36.0% |Income Tax Rate 36.0%
. . ) . 24% | 25% | 16% | 13% | 1.6% | 17% | 17% | 16% 15% | 1.4% | 1.3% | 1.4% |Net Profit Margin 1.5%
Pension Assets-1/11 $2.5bil.  Oblig. $3.1bill. ™57 6744507 330 | 900 | 62490 | 08260 | d1575 | 04230 | d264.0 | d449.0 | d975 | d750 |Working Cap'l ($mill d525
Pfd Stock None 8412.0 | 8222.0 | 8116.0 | 7900.0 | 6678.0 | 6154.0 | 6529.0 | 7505.0 | 7477.0 | 7304.0 | 7300 | 7150 |Long-Term Debt ($mill) 6750
3502.0 | 3850.0 | 4011.0 | 3540.0 | 4390.0 | 4923.0 | 4914.0 | 5176.0 | 4832.0 | 5296.0 | 4970 | 5585 |Shr. Equity ($mill) 7420
Common Stock 572,000,000 shares 12.8% | 132% | 9.6% | 9.0% | 10.9% | 12.0% | 12.1% | 11.5% | 11.0% | 10.5% | 11.5% | 11.5% |Return on Total Cap'l 12.5%
(586.0 mill. diluted shs.) 34.8% | 33.9% | 21.8% | 21.4% | 21.8% | 22.6% | 24.0% | 24.1% | 23.2% | 21.1% | 24.5% | 22.5% |Return on Shr. Equity | 21.0%
MARKET CAP: $13.9 billion (Large Cap) 34.8% | 33.9% | 218% | 21.4% | 21.8% | 19.8% | 19.9% | 19.7% | 18.3% | 164% | 19.0% | 17.5% |Retained to Com Eq 16.0%
CU%?ELNLT) POSITION 2009 ~ 2010 11/5/11 -- - - - | 13% | 17% | 18% | 21% | 22% | 22% | 23% |All Div'ds to Net Prof 24%
Cash Assets 424 825 216 | BUSINESS: The Kroger Company is the nation’s largest grocery quired Fred Meyer, 5/99. Average food store size: 60,000 sg. ft.
mt\e/gilt\tl)?ele(ilFO) 4882 48%12 523; store operator (by sales), with about 2,450 supermarkets, multi- Has about 338,000 employees. 2010 depreciation rate: 6.0%. Of-
Other 1215 985 1223 | department stores, and warehouse stores in the Midwest, South, ficers & directors own about 1.2% of stock; BlackRock, 7.0%;
Current Assets 7450 7621 7823 | and West (#1 or #2 share in 38 of its 44 major markets). Also oper- Kroger savings plan, 5.2% (5/11 proxy). Chairman & CEO: David
Accts Payable 3800 4227 4653 | ates about 784 convenience stores and 361 fine jewelry stores. Dillon. Incorporated: Ohio. Address: 1014 Vine Street, Cincinnati,
Debt Due 579 588 1262 | Manufactures and processes private label goods at 40 plants. Ac- OH 45202. Telephone: 513-762-4000. Internet: www.kroger.com.
Other 3245 3255 3573 .
Current Liab. 7714 8070 9488 | The top line at The Kroger Company low cost of borrowed funds), the super-
—— has been rising at a low double-digit market operator figures to remain active
OAfthg’:L(pth)Es 13%?; ;?fst Esttoqlzgl'ﬁlo clip, an usually strong figure for the food on this front, which has been providing a
Sales 80% 95%  8.0% retailer, particularly considering the nice boost to the bottom line.
“Cash Flow” 6.5%  80%  7.5% paucity of new store development. Higher We are raising our earnings estimates.
Earninge 4%%  9.0% - 83% | prices are the key factor behind the gains, October-quarter share net edged ahead
Book Value 145%  8.0% 10.0% both inside the company’s stores and at its 3%, to $0.33, beating our estimate by a
Gscal | QUARTERLY SALES (§ mill) A Fun | fuel centers. Overall, Kroger appears to be penny. Moreover, Kroger provided a rela-
BYQ%%S May Per Aug.Per Oct.Per Janper Rec@ | managing well in this inflationary envi- tively positive outlook on it prospects for
2008 123107 18053 17580 17260 176000 ronment, with identical-store sales growth both the January period and the upcoming
2009 22789 17728 17662 18554 |76733 (excluding fuel) exceeding 5% in recent fiscal year. For the latter, the company in-
2010 124779 18788 18604 19928 | 82189 | Quarters, results that compare quite favor- dicated that earnings growth of 8%-10%
2011 |27461 20913 20594 21532 |9g500 | @bly to many other food retailers. looks achievable, even before the benefits
2012 [28600 21500 21000 22400 |93500 | The company is making a sizable con- of the recent pension contribution. Share
Fiscal EARNINGS PER SHARE AB Fal | tribution to its employees’ pension repurchases should once again contribute
BYE%%S May Per Aug.Per Oct Per Jan Per Rscal| plans. The $650 million contribution, to the improvement. We will also be look-
2008 0 9 39 53 1 1.90 which will be funded with low-cost debt, is ing for more progress on operating income,
2009 66 29 57 29 | 173 being made in connection with the merger which despite the impressive top-line
2010 58 n &) 24 | 174| of four multi-employer pension funds into gains, has been essentially flat the past
2011 | 70 47 33 50 | 200| @single fund. These moves will result in a two quarters. In all, we expect earnings to
2012 | 76 51 37 56 | 220]| roughly $0.75 charge to earnings in the climb 10%, to $2.20, $0.10 ahead of our
C January quarter, which we have excluded previous estimate.
e(n:g'ér Ma?%/;RTJEURnLZs%IVIé)EL\l%%PAé[;CSl E:E'l'r from our estimates, but should boost The timely shares offer worthwhile to-
2008 | 075 .09 09 09 35 fiscal-2012 share net $0.04-$0.06. ) tal return potential to 2014-2016. Too,
2009 | 09 09 09 ‘095 | 365 | The share count continues to decline, an Above-Average (2) rank for Safety will
2010 | 095 095 095 105 | 390 | with buybacks shrinking the diluted share likely enhance this stock's appeal with
2011 | 105 105 105 115 | 430 | base by about 8% over the past year. conservative investors.
2012 Given its strong cash flow (and the current Robert M. Greene, CFA  January 27, 2012

(A) Fiscal year ends on the Sat. closest to Jan. | (22¢); '02, (13¢); '03, (74¢); '09, ($1.62). Excl.
31st of following year. Interim periods: 16, 12,
12, 12 wks. (B) Diluted egs. Excl. nonrecurring | '97, (12¢); '98, (15¢). Quart. egs. may not add | March, June, September, and December.
(losses): '98, (33¢); '99, (39¢); '00, (30¢); '01,
© 2012, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

due

extra. (losses): '94, (11¢); '95, (6¢); 96, (1¢);

due March 1st.

to changes in shares out. Next egs. report

(C) Dividends historically paid on the 1st of

(D) In millions, adjusted for stock split.

Company’s Financial Strength B++
Stock’s Price Stability 95
Price Growth Persistence 50
Earnings Predictability 90

To subscribe call 1-800-833-0046.
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1001 20201 3Q201L STOCK  INDEX

to Buy on7 Q207 Q219 Eﬁ;ﬁssm 3‘8 lyr. 45 1.2
to Sell 282 285 256 | traded 15 +d bbb Ol | PR R Y Y T A TIO 11 3yr. 353 1044 [
Hd's(00) 96781 94991 95613 AT T P TR eesn oo rvem R TR R R AR AN Sy 211 223
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 2006 [2007 [2008 | 2009 [2010 [2011 [2012 | ©VALUELINEPUB.LLC| 14-16

3414 | 3269| 30.74| 3218 | 3297 | 1376| 1559 | 1697 | 2051 | 22.65 | 26.31 | 29.38 | 36.65 | 41.60 | 44.84 | 50.04 | 56.45 | 60.30 |Sales per sh 75.15

2.76 1.99 1.48 1.62 1.93 1.40 2.07 241 3.19 3.68 4.24 487 6.03 6.40 6.96 7.89 8.85 9.75 |“Cash Flow" per sh 13.05
1.30 .28 d.28 d.05 .30 83 1.34 1.84 2.23 2.58 2.80 332 418 458 489 5.55 6.30 6.95 | Earnings per sh A 9.55

-- -- -- -- -- -- -- -- -- -- -- -- -- -- -- - Nil Nil |Div'ds Decl'd per sh Nil
153 1.10 .70 117 1.35 40 62 50 58 .70 .74 .95 1.28 1.45 1.10 1.26 150 1.55 | Cap’l Spending per sh 1.65
8.37 5.25 2.61 3.08 341 6.29 769 | 1091 | 1323 | 1468 | 1491 | 16.18 | 1554 | 1559 | 20.12 | 24.66 | 26.35| 31.90 |Book Value persh © 55.35
4916 | 49.17| 49.42| 5011 | 5152 | 13948 | 14111 | 147.74 | 143.33 | 136.20 | 126.50 | 122.20 | 111.00 | 108.30 | 104.70 | 100.00 [ 98.50 | 96.00 |Common Shs Outst'g B | 90.00
218 | NMF -- -- 211 26.2 28.1 20.0 136 16.2 176 19.0 18.0 154 134 13.9 | Bold figyres are |Avg Ann’l P/E Ratio 15.0
146 | NMF 120 170 144| 109 78 86 94| 103 96 93 89 90| \ValuelLine |Relative P/E Ratio 1.00

.- - - - - - - - .- .- .- - .- .| estmatesavg Anm'l Divd Yield Nil

CAPITAL STRUCTURE as of 9/30/11 2199.8 | 2507.7 | 2939.4 | 3084.8 | 3327.6 | 3590.8 |4068.2 | 4505.2 | 4694.7 | 5003.9 | 5560 | 5790 |Sales ($mill) 6765
Total Debt $1983.6 mill. Due in 5 Yrs $950.0 mill. | 21.49 | 23.1% | 24.1% | 25.3% | 25.1% | 24.1% | 25.7% | 25.8% | 25.4% | 25.3% | 24.4% | 24.9% |Operating Margin 27.0%
LT Debt $1769.3 mill. LT Interest $75.0 mill 1040 | 1008 | 1356 | 1388 | 1498 | 1550 | 1628 | 179.7 | 1951 | 2036| 230| 245 |Depreciation ($mil) 29

(41% of Cap) | 1836 | 2546 | 3210 | 3630 | 3862 | 4396 | 5069 | 513.1 | 5335 5856| 640 | 690 |Net Profit ($mill 880

450% | 41.1% | 40.6% | 41.0% | 39.7% | 40.1% | 40.6% | 39.9% | 37.2% | 37.6% | 38.5% | 38.5% |Income Tax Rate 40.0%

Leases, Uncapitalized Annual rentals $145.4 mill. 8.6% | 10.2% | 10.9% | 11.8% | 11.6% | 12.2% | 125% | 11.4% | 114% | 11.7% | 11.5% | 11.9% |Net Profit Margin 13.0%

Pension Assets-12/10 $264.4 mil. | 4233 367.9 | d99.7 | 4392 [ d185.8 | d439 | d30.4 | 4859 | d828| 233 | 110 180 |Working Cap'l ($mill) 340
Oblig. $348.2mill. | 5089 | 5160 | 2563 | 889.3 | 6045 | 603.0 | 10775 | 16005 | 977.2 | 18267 | 1740 | 1720 |Long-Term Debt ($mill) | 1540

Pid Stock None 1085.4 | 16117 | 18959 | 1999.3 | 1885.7 | 1977.1 | 17253 | 1688.3 | 2106.1 | 24663 | 2595 | 3060 |Shr. Equity (Smill) 4980
Common Stock 99,700,000 shs. 12.7% | 12.4% | 15.2% | 13.2% | 16.2% | 17.9% | 19.1% | 16.6% | 18.3% | 14.3% | 15.5% | 15.0% |Return on Total Cap'l 14.0%
MARKET CAP: $8.5 billion (Large Cap) 17.4% | 15.8% | 16.9% | 18.2% | 20.5% | 22.2% | 29.4% | 304% | 25.3% | 23.7% | 25.0% | 22.5% |Return on Shr. Equity 17.5%
CURRENT POSITION 2009 2010 9/30/11 | 17.4% | 15.8% | 16.9% | 18.2% | 20.5% | 22.2% | 29.4% | 30.4% | 25.3% | 23.7% | 25.0% | 22.5% |Retained to Com Eq 17.5%
Cas(ﬁMAlLsLs')ets 1485 2307 858 -- - - -- - - - - -- - Nil Nil [All Div'ds to Net Prof Nil
Receivables 5742 6556  718.7 | BUSINESS: Laboratory Corporation of America Hidgs. is one of the  sites. Medicare and Medicaid account for roughly 18.1% of volume.
Icr;ventory (FIFO) 900 1034 1038 | pafions largest independent clinical laboratory companies. It pro- Has over 31,000 employees. Harris Associates owns 7.4% of com-

ther 1229 1541 1643 | = . > | . %t BlackRock. 5.4%: Off 4 direct

Current Assets 9356 11438 10726 wde; a full range of clinical anq a}natomlcal ltests tq mlelduaI mon; T. l!?owe Price, 5.9%; BlackRoc  5.4%; icers and direc or§
Accts Payable 1831 2578 2229 physicians, manage_:q_-care organizations, hospitals, clinics, and own 1.8% (4/11 proxy). Pres. & CEO: David P. King. Chairman:
Debt Due 4172 3617 214.3 | long-term care facilities. Also offers substance-abuse tests. At Thomas P. Mac Mahon. Inc.: DE. Addr.: 358 S. Main St., Burling-
Other 418.1 501.0 545.0 | 12/31/10, it had 51 full-service laboratories and over 1,700 service ton, NC 27215. Tel.: 336-229-1127. Internet: www.labcorp.com.
Current Liab. 10184 11205 9822} sporatory Corporation of America identity testing business in the U.S. and
ANNUAL RATES  Past Past Est'd’'08-'10| ought to close out 2011 on a positive establish its presence in the U.K.
ochange (persh)  10¥rs, Sk, 0 el6 | note. The leading lab-testing company Next year should be another good
“Cash Flow” 155% 14.0% 100% | Will likely report sales of about $1.4 billion one. We look for revenues to grow 4%, to
Earnings 30.0% 145% 11.0% in the fourth quarter, up 7% from a year about $5.6 billion, and expect share earn-
Dividends - - Nil | ago. We anticipate both testing volume ings to advance 10%, to $6.95.

ook Value 17.0%  7.0% 19.0% o S . :

i and revenue per requisition will increase This neutrally ranked issue does not
cal- QUARTERLY SALES ($ mill Ful | at decent clips (1%—2% and 6%—7%, really stand out at this time. Indeed,
endar [Mar31 Jun.30 Sep.30 Dec.3l| Year | respectively). Adjusted share earnings, LH stock has not received much support
2008 [1103.2 11478 11351 1119.1 145052 | which exclude amortization, restructuring, from Wall Street of late, even though
2009 11557 11888 11851 11651 |4694.7 | and other special charges, will probably be bottom-line results have been stout. On
2010 111936 12384 12765 12954 150039 | jn the neighborhood of $1.53. This would the brighter side, although broader market
%gg ﬁgg“ 11233 ﬂ%s ﬁigs gggg mark a 14% rise compared to the year- volatility remains, this equity has

earlier tally. managed to stay rangebound since early
cal- EARNINGS PER SHARE A Ful | The company continued to repur- August. We surmise this is due to the is-
endar |Mar3l Jun30 Sep30 Dec3l| Year | chase stock. It has historically used a sue’s low Beta, Highest Safety rank, and

2008 | 114 124 110 110 | 458| portion of its strong free cash flow to buy top marks for Price Stability and Earnings

2009 | 122 130 122 116 | 489| hack shares, and the story remained the Predictability. Looking longer term, it

2010 | 130 146 147 134 | 55| same jn 2011. In the first nine months of seems as though some of the robust profit

%gﬁ igg ig‘é igé 157’% ggg the year, LabCorp spent about $470 mil- growth we foresee over the pull to 2014-

: : : : : lion on repurchases, and we expect more 2016 is already being priced into the stock.

Cal- | QUARTERLY DIVIDENDS PAID Full | stock was retired in the final period. On a As a result, 3- to 5-year capital appreci-
endar | Mar.31 Jun.30 Sep.30 Dec.dl| Year | simjlar note, the company was also in the ation potential is about average. All told,

2007 process of acquiring Orchid Cellmark as LH shares seem to be fairly valued at this

2008 NO CASH DIVIDENDS we went to press (the tender offer was set time, and we think there are better op-

2009 BEING PAID to expire on December 9th). We think the portunities out there for both retail inves-

2010 move is a prudent use of capital, as the tors and institutions.

21 company will be able to further develop its Erik M. Manning December 16, 2011
(A) Based on average shares outstanding thru | '06, d8¢; '07, d25¢; '08, d56¢; '09, 9¢; '10, | (C) Includes intangibles. In '10: $4274.5 mill., | Company’s Financial Strength A
'96, diluted thereafter. Excludes nonrecurring | d26¢. Figures may not sum due to rounding. | $42.75/sh. Stock’s Price Stability 100
items: '95, d$1.28; '96, d$3.40; '97, d$2.38; | Next earnings report due late January. Price Growth Persistence 85
'98, 55¢; '00, d3¢; '01, d6¢; '02, d7¢; '05, d9¢; | (B) In millions, adjusted for stock splits. Earnings Predictability 100
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1001 201 0D | percent 24 cttaa Lo gee " Toee | I - sTockhoex
90 8 , o] e, e X : . !

NEl B8 b eaf|chares 16 pirf Lt i PO 1 14111 11 R I sy 1493 1238 |
HUs(000) 36308 36567 34679 ({11 II IIIIIIII M A IIIIIIIIII| il Sy 2141 27.2
1996 | 19971998 | 1999 | 2000 | 2001 | 2002 2004 | 2005 [ 2006 [2007 | 2008 [2009 2011 [2012 [2013 | ©VALUELINEPUB.LLC|15-17

433 6.41 761 945 | 1060 | 12.06 12.98 1416 | 15.09 | 16.27 | 16.64 | 20.36 | 20.32 24.22 2751 | 30.30 | 34.40 |Revenues per sh A 49.15
.30 46 12 92 1.09 111 1.08 1.22 119 AT .69 118 1.89 243 3.04 3.00 3.50 | “Cash Flow” per sh 5.15
27 41 .66 a7 89 87 83 .88 84 .06 46 .80 1.40 181 2.25 2.25 2.70 |Earnings per sh B 4.15
-- -- -- -- -- -- -- 15 .20 .20 .20 23 24 .30 40 .50 |Div'ds Decl'd per sh © .90
.02 .03 .06 12 A1 18 16 15 31 27 .30 .28 .56 41 .55 .55 .65 |Cap'l Spending per sh .75
2.24 2.32 418 4.94 6.56 7.02 1.75 8.76 9.46 9.40 9.22 753 8.42 9.86 | 11.08 | 11.65| 12.15 Book Value persh 15.35

2958 | 36.45| 4197 | 4225| 4597| 4302 | 43.02 | 4264 | 4290 | 43.09 | 4439 | 36.60 | 3531 | 3435| 33.79| 3300 32.00 [Common Shs Outst'g E | 30.00

425 328 234 18.0 19.1 19.0 15.8 19.8 19.7 | NMF 389 24.0 135 154 16.1 | Bold figyres are |Avg Ann’l P/E Ratio 17.0
245 171| 133| 117 98| 104 90| 105| 105, NMF| 207 | 144 90 98| 101 \ValuelLine Relative P/E Ratio 115
- - - - - - - % | 12% | 11% | 1.0% | 12% | 9% | 8% | *UP'S|Avg Ann'l Divid Yield 1.3%

CAPITAL STRUCTURE as of 12/31/11 518.7 | 558.3 | 6038 | 6475 | 7009 | 7386 | 7451 | 717.3 | 83L7| 929.6 | 1000 | 1100 [Revenues ($mill) A 1475
Total Debt $1.6 mill.  Due in 5 years Nil 13.8% | 12.2% | 12.6% | 12.1% | 35% | 7.1% | 13.2% | 13.6% | 145% | 15.5% | 14.5% | 15.0% |Operating Margin 15.5%
LTDebt $L.6mill. LT Interest $.1 mill 73| 112| 132| 151| 176| 106| 125| 122| 183 | 228| 240 230 |Depreciation ($mill 290
(Total interest coverage: over 25x) ) )

(less than 1% of Cap') | 403| 353 | 388| 361| 25| 200 | 307| 546| 650| 799| 750| 900 |Net Profit (smill 125

Leases, Uncapitalized: Annual rental $24.5 mill. 40.2% | 39.5% | 39.5% | 39.5% | 39.0% | 36.3% | 38.9% | 39.3% | 36.8% | 36.1% | 37.0% | 37.0% |Income Tax Rate 37.0%

] i ) 78% | 63% | 64% | 56% A% | 27% | 41% | 7.6% 78% | 86% | 7.6% | 81% |NetProfit Margin 8.5%

No Defined Benefit Pension Plan 1859 | 2013 | 2295 | 2484 | 247.1| 2671 | 1518 | 1646 | 1915 | 2274 | 250 | 250 |Working Cap'l ($mill) 325

Pfd Stock None -- 38 5.1 36 2.0 10.6 -- -- 14 17 Nil Nil [Long-Term Debt ($mill) Nil
3021 | 3333 | 3735 | 4060 | 4049 | 4094 | 2757 | 297.1 | 3388 | 3745 385 390 |Shr. Equity ($mill) 460

Common Stock 33,737,000 shs. 13.4% | 10.5% | 10.2% | 8.8% 6% | 4.8% |11.1% | 18.4% | 19.1% | 21.2% | 19.5% | 23.0% |Return on Total Cap’l 27.0%
o ) 13.4% | 10.6% | 10.4% | 8.9% 6% | 49% | 11.1% | 184% | 19.2% | 21.3% | 19.5% | 23.0% |Return on Shr. Equity 21.0%

MARKET CAP: $1.5 billion (Mid Cap) 13.4% | 10.6% | 10.4% | 7.3% | NMF | 27% | 83% | 15.7% | 16.7% | 18.5% | 16.0% | 18.5% |Retained to Com Eq 21.5%
CUR$I$WI|ELI\ET POSITION 2010 2011 12/31/11 -- -- - 18% | NMF | 44% | 25% | 15% | 13% | 13% | 18% | 19% |All Div'ds to Net Prof 22%
Cash Assets 1553 173.0  191.0 | BUSINESS: MAXIMUS, Inc. administers government-sponsored  services (39%; 39%). Has about 7,100 employees. Off. & dir. own
I?ecelvablesAF c 1535 1541  157.5 | programs, such as Medicaid, Children's Health Insurance Program  3.6% of common stock; Royce & Associates, 8.3%; BlackRock,
Selheer}tory (Avg Cst) 47 3 64-2- 63-?: (CHIP), health care reform, and welfare-to-work, for state and local Inc., 7.7%; Vanguard Group, 6.2%; Lord, Abbett, 5.8%; BAMCO,
Current Assets 361 3913 41L8 | 9dovernments. International operations in Australia, Canada, and the ~ 5.7% (1/12 Proxy). Chairman: Peter Pond. CEO: Richard Montoni.
Accts Payable 49'2 55'5 62.5 United Kingdom account for 32% of revenues. Core markets: health  Inc.: VA. Address: 11419 Sunset Hills Rd., Reston, VA 20190. Tele-
Debt Due i - 2| services (61% of '11 revenues; 61% of operating profit) and human ~ phone: 703-251-8500. Internet: www.maximus.com.
8Lhrfém Liab. iéi:? igg:g igézg MAXIMUS is off to a slow start in fis- the U.K. goes smoothly, the company

—— cal 2012, which ends on September 30th. should be back on a solid growth track in
oAf'\é'r:‘;AeL(ReﬁE)S 15’3?; EP%SS‘ Es1t0q150-§1-710 As expected, the rapid earnings growth of fiscal 2013, with share net climbing more

Revode B 105% 9.0% 125% | the preceding years gave way to a more than 20%, to $2.70.

“Cash Flow” 100%  95%  13.0% modest single-digit gain in the December A solid balance sheet gives MAXIMUS
Ea"&lngg 8.0%  9.5% %ggg/; guarter. Revenues rose 12%, with expan- flexibility. During fiscal 2011, the compa-
Book value 8.5% 2. ‘80w | sion of managed care in Texas helping to ny was able to raise its quarterly dividend

Fiscal | QUARTERLY REVENVES GmilA | Ful make the largest strides in the health- 50% and repurchase stock, while remain-

Year Dch 31 Mar. 31 Jun 3(() "S"e') 30| Fiscal services segment. Profits in that business, ing virtually debt-free. Ample free cash

Ends . o2 U p. Year | though, were down sharply year over year, flow should continue to support further

gggg %gg; %ﬁ %ﬁé %?‘Z‘g ;ﬂ? owing to the timing issuss, life-cycle fluc- dividend hikes and stock buybacks, though

501 | 2141 2271 2383 2501 9296 tuations in contracts, and the unfavorable management has also expressed an inter-

012 | 2396 245 255 260.4| 1000 mix shift toward the lower-margin, cost- est in acquisitions that would add new

2013 | 265 270 280 285 | 1100 | reimbursable contract with Texas. services to the existing portfolio.

Fiscal EARNINGS PER SHARE ® far | The U.K. business will likely be a drag The market doesn't seem too con-

Year |noe 31 Maral Jun. 30 Sep. 30| Fiscal| on results in upcoming quarters. cerned about the unexciting near-

Ends i . : P- 3| vear | December-period profits in this division term earnings picture, pushing these

gggg 2‘21 % ?13 gg igg got a one-time boost from about $4 million shares to new all-time highs in recent

2011 50 54 57 w1 | 295 in payments associated with the termina- months. At the current valuation, this

002 | 51 49 58 67 | 295 | tion of a profitable U.K. program. Business good-quality stock offers worthwhile 3- to

2013 60 65 70 75 | 270 related to a new “work programme” there 5-year total return potential, in our view,

QUARTERLY DIVIDENDS PAID © is now ramping, but start-up costs are particularly on a risk-adjusted basis. The

A | g Jun 30 Sep30 Dec .3l Ful'l likely to keep it in the red until the Sep- long-term “outlook looks promising, with

2008 0;5 '05 '05 0;5 ) tember quarter. Meanwhile, the health- the need for governments to reform their

2009 | 06 06 6 06 o4 | care arm should rebound from its recent welfare and health systems likely un-

2010 | 06 06 ‘06 06 4 profit setback, though earnings, overall, derp_inning rising demand for MAXIMUS’

2011 | 075 075 09 09 33| are likely to show little, if any, improve- services.

2012 | 09 ' ' ' "7 | ment for 2012. Assuming the transition in Robert M. Greene, CFA March 2, 2012
(A) Fiscal year ends September 30th. Includes |11, (3¢). Excludes disc. operations: '10, 3¢; | (D) Includes intangibles. At 9/30/11: $77.0 mill., | Company’s Financial Strength B++
nonrecurring loss: '06, (13¢). '11, d3¢. Next earnings report due early May. | $2.28/sh. (E) In millions, adjusted for split. Stock’s Price Stability 90
(B) Diluted Egs. Excludes nonrec. (loss)/gain: | (C) Dividends paid late February, May, August, | (F) Includes unbilled accounts receivable. At [ Price Growth Persistence 55
'07, (65¢); '08, (62¢); '09, (23¢)/13¢; '10, 12¢; | and November. 9/30/11: $7.2 million. Earnings Predictability 25

© 2012, Value Line Publishing LLC. All rights reserved.

Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

To subscribe call 1-800-833-0046.




WPD-6 (16)

Page 28 of 51
RECENT PIE Trailing: 20.0'}| RELATIVE 0 DIVD
MARSH & McLENNAN nvseame [P 32.62 [Rino 16,6 Giesis 2) s aio 1.05[% 2.7%
High:| 67.8] 59.0] 57.3| 55.0| 49.7| 343| 32.7| 339] 368| 255| 275| 320 -
TMELNESS 3 wweenonen | L §78) 5301 3031 S| 33| 37| %o| B3| %8| B3| 23| %3 Tz%rfft 28;2 R;ng
SAFETY 3 Lowered 1022004 | LEGENDS
—— 13.0 x "Cash Flow" p sh
TECHNICAL 2 Raised23i12 |- Relaive Price Sirengin 80
2-for-1 split  7/02 60
BETA .75 (1.00 = Market) 0 Itqlo(rjmsaYes indicat . 50
nn'l Total o 4w
Price  Gain  Rewrn L /H’ e \\ + I'.}mu;l“ﬁﬁ.: AL L |:|i| prai L 30
High 60 E+85%; 18% |t R P 0 \l..l. W 25
Low 40  (+25%) 8% |= e b - 20
Insider Decisions \/ \ V 15
MAMJJASON * /
By 00000000O Leten 10
Optons 1 0 0000 10 4 \ / . 75
S 101004105 RS a4 %TOT.RETURN 1/12 [
Institutional Decisions AR e THIS  VLARITH*
1001 2000 3001 | percent 18 STOCK  INDEX
83 2 I 5 X 1y 166 0.0
Ol 107 30%  qor| Shares 12 o RTINS || YT eTTTM MR 11 111 (AR sy 807 1238 |
H's(000) 451084 443734 434057 [ 11 TRRAET IO R T TR AL TR ARARRRT FOADNRRREERNOTRRRRRL R 1| ERERRERRE RO Syr. 256 272
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 [ 2004 | 2005 {2006 [2007 |2008 [2009 [2010 (2011 |2012 | ©VALUELINEPUB.LLC|14-16
8.63 956 | 11.62| 13.89| 17.04| 1824| 17.74| 1862 | 22.00 | 2169 | 21.30 | 21.60 | 21.81 | 2253 | 19.80 | 19.52 | 21.60 | 23.00 |Revenues per sh A 28.15
123 1.38 153 2.02 253 3.00 2.79 3.08 3.67 113 2.03 2.37 1.88 50 1.60 155 2.35 2.75 |“Cash Flow" per sh 3.70
.92 1.06 118 1.49 1.74 2.05 1.93 245 281 33 1.33 1.45 .99 d.14 1.02 1.00 1.80 2.20 |Earnings per sh B 2.95
51 57 .65 a7 .38 .90 1.03 111 1.18 1.30 .68 .68 .76 .80 .80 .80 .86 .88 |Div'ds Decl'd per sh C= 1.10
31 .36 .39 57 67 92 a7 .75 83 .67 .63 .56 73 75 58 .50 .60 65 |Cap'l Spending per sh .75

381| 435| 619| 707| 776| 939| 923| 895| 1035| 9.02| 9.80| 1054 | 1503 | 1113 | 11.06 | 11.87 | 1235 | 13.60 |Book Value per sh D 15.70
436.64 | 433.91 | 517.17 | 517.73 | 537.39 | 556.76 | 560.64 | 560.64 | 526.74 | 560.64 | 547.00 | 551.91 | 520.39 | 514.27 | 530.00 | 540.51 | 535.00 | 530.00 [Common Shs Outst'g E | 510.00

148 152| 191| 100| 212| 264| 262| 200| 167 NMF| 224 201| 287| --| 210| 238| 163 Avg Ann'l PJE Ratio 170

9| 95| 110 99| 121| 172| 134| 109| 95| NWF| 119| 09| 152| --| 140| 153| 1.03 Relative PIE Ratio 115

37% | 35% | 29% | 27% | 24% | L7% | 20% | 23% | 25% | 31% | 23% | 23% | 27% | 29% | 37% | 34% | 29% Avg Ann'l Div'd Yield 2.4%
CAPITAL STRUCTURE as of 9/30/11 9943.0 | 10440 | 11588 | 12150 | 11652 | 11621 | 11350 | 11587 | 10493 | 10550 | 11560 | 12220 [Revenues (smill) A 14350
Total Debt $2930 mill. Due in 5 Yrs $1557 mill. 22.4% | 25.2% | 24.9% | 9.1% | 10.7% | 16.3% | 12.9% | 50% | 7.8% | 11.7% | 16.0% | 17.5% |Operating Margin 19.0%
LT Debt $2670 mill. - LT Int. $180 mill. | . [ 3250 3590 | 3910 | 456.0 | 3910 | 4880 | 4420 | 3320 | 307.0| 2910| 300| 310 |Depreciation ($mill) 350
(1% 01 Cap) | 19334 | 13650 | 15400 | 1760 | 7220 | 8180 | 5380 | d730 | 5420 | 5400 | 965 | 1155 |Net Profit (smil) 1525

Leases, Uncapita|izedAnnua|ren[a|s$368.0mi||. 27.2% | 35.0% | 33.0% | 57.6% | 28.3% | 31.8% | 34.8% NMF 6.9% | 26.5% | 30.0% | 30.0% |Income Tax Rate 30.0%
125% | 13.1% | 13.3% | 1.4% | 62% | 69% | 47% | NMF | 52% | 52% | 83% | 9.5% |NetProfit Margin 10.6%

Pension Assets-12/10 $10.2 bill. | d146.0 | d199.0 | d188.0 | 152.0 | 911.0 | 285.0 | 1961.0 | 1398.0 | 1228.0 | 2171.0 | 1800 | 2000 |Working Cap'l ($mill) 2300
bid Stock None Oblig.$14.7bill. | 7334 | 2891.0 | 2910.0 | 4691.0 | 5044.0 | 3860.0 | 36040 | 3194.0 | 30340 | 3026.0 | 2800 | 2800 |Long-Term Debt ($mill) | 2800
Cormmon Stock 538.0 mill shs. 5173.0 | 5018.0 | 54510 | 5056.0 | 5360.0 | 5819.0 | 7822.0 | 5722.0 | 5863.0 | 6415.0 | 6615 | 7200 |Shr. Equity ($mill) O 8000

174% | 18.1% | 19.3% | 2.8% | 82% | 9.7% | 5.8% 3% | 74% | 7.0% | 11.0% | 12.5% |Return on Total Cap'l 15.0%
23.9% | 27.2% | 28.3% | 3.5% | 135% | 141% | 69% | NMF | 9.2% | 8.6% | 14.5% | 16.0% |Return on Shr. Equity 19.0%

MARKET CAP: $17.6 billion (Large Cap) 13.0% | 154% | 16.7% | NMF | 6.7% | 7.6% | 1.6% | NMF | 19% | 15% | 7.5% | 9.5% |Retainedto Com Eq 12.0%
CUR$I$WI|ELI\ET POSITION 2009 2010 9/30/11 46% | 43% | 41% | NMF | 50% | 46% | 77% | NMF 80% | 82% | 48% | 40% |All Div'ds to Net Prof 36%
Cash Assets 1777 1894 1714 | BUSINESS: Marsh & McLennan Companies, Inc. is a global 54%; Consulting, 46%. Sold The Putnam Group in '07; Kroll Inc.
Receivables 2855 3149 2925 | professional services holding company. Its subsidiary, Marsh, is a  (risk mitigation), 8/10. Has 51,000 employees; Off./Dir. own 1% of
Other 299 233 391 leading insurance broker for corporations while taking no underwrit- ~ common; Capital World, 9.8%; Wellington 8.0%; PRIMECAP, 7.2%;
gurier:bt Assbelts iggé ?;E ?gig ing risk. Other subidiaries include Guy Carpenter (Re-insurance), Invesco, 5.9%; T. Rowe Price, 5.0% (4/11 Proxy). Pres./CEOQ: Brian
Dobs Dy ae ceg 3 560 | Mercer (Human Resources and Consulting) and Oliver Wyman  Duperreault. Addr.: 1166 Ave. of the Americas, NY, NY 10036. Tel.
Other 1319 1356 1305 | (Management Consulting). 2010 revenue: Insurance Services, 212-345-5000. Internet: www.marshmac.com.

Current Liab. 8703 3105 3384 | Marsh & MclLennan ought to benefit higher rates outside the U.S. and Canada.

ANNUAL RATES  Past Past Estd’'08-10| from strengthening insurance market The top line should be bolstered by the
ofchange (persh) 10Yrs. ~ 5¥rs. 10’1416 | conditions. A better employment environ- company’s expanded operations in South

Revenues . 254 19% 43¢ | ment should spur pricing and volume Africa. At the same time, disciplined ex-
Earnings -10.0% -16.0% 285% | growth of new underwriting. We expect pense controls should pave the way for
Dividends -5%  -5.5%  55% | recent tivity in th ropert nd stronger bottom line returns.

Book Value 3.5% 3.0% 5.0% ece ac 4 e property a d 9

casualty segment to enable insurers to A number of sectors ought to contrib-
Cal- | QUARTERLYREVENUES(@$mil)A | rul | achieve better terms for new plans. At the ute to success in the consulting seg-
endar [Mar31 Jun.30 Sep.30 Dec.3l| Year | same time, demand for reinsurance, which ment. The Retirement and Health and
2008 |3047 3040 2838 2662 11587 | shifts the risk from one insurer to another, Benefits areas should drive much of the
2009 |2609 2629 2523 2732 10493 | ought to remain high in the near-term. gains, as businesses struggle with a rising
2010 2635 2606 2524 2785 | 10550 | These factors should benefit MMC’s two number of retirees on the horizon. We also
2011 (2884 2928 2806 2942 | 11560 | jnhsurance operations, Marsh and Guy Car- look for higher employment rates to bol-
2012 |3150 3030 2940 3100 |12220| penter. Elsewhere, the company’s consult- ster results within the Talent and
Cal- EARNINGS PER SHARE B Full | ing segments, which consist of Oliver Rewards segment, as companies allocate
endar |Mar31 Jun.30 Sep.30 Dec3l| Year | WWyman and Mercer, may well benefit from more to hire externally.

2008 | d.40 13 d.02 15 | d14 | a better corporate economy and higher The balance sheet is relatively
2009 | 33 24 41 04| 102 | budgets from large and mid-sized healthy. There is more than $1.7 billion
2010 | 49 d06 .22 34| 100 | pusinesses. We think that Marsh & in cash, representing considerable excess.
200156 50 24 50 | 180 | MclLennan finished the year on a good We look for the company to add share
2012 62 61 36 61 | 220 | note in 2011. Moreover, in 2012, we look holder value through stock buybacks.
Cal- | QUARTERLYDIVIDENDSPAIDC= | Fyll | for bottom-line growth of more than 20%. MMC recently increased its authorized
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | We look for mid-single-digit underly- level to $1 billion to be used toward near-

2008 | .20 20 20 20 80| ing growth at Marsh. The division has term buybacks, for example.

2009 | .20 20 20 20 80| registered strong recurring client reten- In the meantime, Marsh & McLennan

2010 | .20 20 20 21 81| tion, as well as a good amount of new busi- shares are currently ranked to mirror

201121 2 2 2 8 | ness. Revenue growth has been pretty the year ahead broader market.

2012 evenly spread across all regions, with Garrett Sussman February 17, 2012
(A) Gross commissions, fees, & other income. | 3.44;'09 (60¢); 10, 55¢. May not sum to total | (D) Includes intangibles. In 2010: $6.8 billion, Company’s Financial Strength B
(B) Avg. shares out. thru 1996, then diluted. due to rounding. Next earnings report late April. | $12.60/sh. Stock’s Price Stability 95
Excludes nonrecurring gain (losses): '97, (77¢); | (C) Dividends historically paid mid-Feb., May, | (E) In millions, adjusted for stock split. Price Growth Persistence 25
'99 (86¢); '01, 48¢; '05, (59¢); '06, 31¢; '07, Aug., Nov. =Div'd reinvestment plan available. Earnings Predictability 20
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MCCORM CK NYSE-MKC PRICE 5140 RATIO 17.2(Mediar?: 190,/ | PIE RATIO 116 YLD 24%
mewess 3 weezas [ g 53] B3 23T 231 ) ] %1 Bi] 83w 48] 8 TS S oo
SAFETY 1 Raised 5109 LEGENDS, )
3 i o %{%Igti)sle%a:is?el:sl?rvevn rtJhSh 128
TECHNICAL 3 Rased 12012 |, Relawve b U N T e O O e ”
BETA .60 (1.00 = Market) Optons:ves | . [ ! ! ! 4 . o | | | o |T====1="c=" 80
2014-16 PROJECTIAOleT | haded areas indicate recessions L 64
‘ ~ Ann'l Total — "1 e 48
Hgh 110 (+115%) 3% e T T | T o
Low 90 (+75%% 17% L Hipppls gt 32
Insider Decisions /”I: .""i..,.. Jutnt 24
FMAMJJASO| — | T
Bly 00000000 O |!"i.,.- I 16
Optons 0 9 0002001 | T Ko L %e%%ecaqne L 12
toSell 000001000 S e~ Rk * e, ...,,.o%.. S X ot oy Joet0en ....,°'"° % TOT. RETURN 12/11
Institutional Decisions R IR 1 ° : THIS VL ARITH*
1000 20U 300U | percent 12 Ly SJSckNoEx
vul %% 23 23| shares 8 i T e sy 701 o1 [
HUs(000) 91300 92837 92824 AL RRRRRARRRRRRRRRRARRRRRFRRRRRARRARRFRRARRARRARR RRARRARRARAFRRARRARNAI ([T I Sy 473 216
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 [ 2004 | 2005 {2006 [2007 |2008 [2009 [2010 (2011 |2012 | ©VALUELINEPUB.LLC|14-16
1144 | 1108| 1216| 1297 | 1425| 1550 | 17.11| 1656 | 16.53 | 18.60 | 19.55 | 20.88 | 22.82 | 24.42 | 2422 | 2507 | 27.25| 29.45 |Sales persh A 37.70
.99 .94 1.00 111 127 145 1.64 1.76 1.93 2.10 2.24 2.45 2.64 2.83 3.06 3.39 355 4.00 | “Cash Flow” per sh 5.90
.60 .52 .65 12 85 99 1.10 1.26 1.40 151 161 1.72 192 214 2.34 2.65 2.80 3.20 |Earnings per sh B 5.05
.26 .28 .30 32 34 .38 40 42 46 .56 .64 72 .80 .38 .96 1.04 112 1.24 |Div'ds Decl'd per sh= C 1.72
51 A48 .30 .38 .35 .39 81 .79 67 51 .56 .65 .61 .66 63 .67 .65 .70 [Cap'l Spending per sh .80
3.20 2.88 2.66 2.68 272 2.62 334 423 5.50 6.55 6.03 717 8.49 811 | 1013 | 10.99 | 13.35| 15.15 |Book Value per sh D 23.10
162.44 | 156.41 | 148.05 | 145.00 | 140.80 | 137.03 | 138.67 | 140.09 | 137.34 | 135.79 | 132.60 | 130.10 | 127.80 | 130.10 | 131.80 | 133.10 | 134.00 | 135.00 |Common Shs Outst'g & | 138.00
184 218 19.1 219 18.6 155 18.6 18.7 18.3 22.0 213 20.0 194 17.2 137 148 171 Avg Ann’l PJE Ratio 200
123| 137| 110| 114| 06| 101 95| 102 104| 116| 113| 108 | 103| 104 91 95| 105 Relative P/E Ratio 135
24% | 25% | 24% | 20% | 22% | 25% | 20% | 18% | 1.8% | 17% | 19% | 21% | 22% | 24% 30% | 26% | 23% Avg Ann’l Div'd Yield 1.7%
CAPITAL STRUCTURE as of 8/31/11 2372.3 | 2320.0 | 2269.6 | 2526.2 | 2592.0 | 2716.4 | 2916.2 | 3176.6 | 3192.1 | 3336.8 | 3650 | 3975 |Sales ($mill) A 5200
Total Debt $1032.0 mill. Due in 5 Yrs $200.0 mill. | 1379 | 15.2% | 16.1% | 15.9% | 16.6% | 15.8% | 16.0% | 15.8% | 18.0% | 18.1% | 19.0% | 19.5% |Operating Margin 22.5%
LI_TTDetbt $1t°31-7 mo 4L_Tt":‘fTet5‘ 559-20”1"- 730| 668| 653| 720| 746| 868 | 826| 856 | 943| 951 980| 100 |Depreciation ($mill 106
(LT interest eamed: 1041 el . oo gy | 1503 | 1798 | 1092 | 2133 | 2202 | 2319 | 2553 | 2822 | 3005 | 3563 | 380 | 440 et Proit smil) 710
Leases, Uncapitalized Annual rentals $20.7 mill. 32.8% | 31.6% | 30.9% | 30.1% | 32.8% | 20.5% | 23.4% | 25.5% | 30.4% | 28.5% | 30.0% | 30.0% |Income Tax Rate 30.0%
Pension Assets-11/10 $582.5 mill. Oblig. $739.3 6.5% | 78% | 88% | 84% | 8.6% | 85% | 88% | 89% 9.7% | 10.7% | 10.4% | 11.1% |Net Profit Margin 13.7%
mill. a77.9 51.2 494 913 | 1012 | 1189 | 1218 | d65.8 | 152.3 | 1811 545 630 |Working Cap'l ($mill) 1095
Pfd Stock None 4541 | 4539 | 4486 | 465.0 | 4639 | 569.6 | 5735 | 8852 | 875.0 | 779.9 975 850 [Long-Term Debt ($mill) 325
Common Stock 132,665,897 shs., 4631 | 5923 | 7552 | 8897 | 799.9 | 9333 | 10851 | 10553 | 1334.6 | 1462.7 | 1790 | 2045 |Shr. Equity ($mill) 3190
(Includes 120,224,878 non-voting shs.) 18.8% | 18.8% | 17.7% | 16.9% | 18.8% | 16.6% | 16.6% | 15.4% | 15.2% | 17.0% | 14.5% | 16.0% |Return on Total Cap'l 21.0%
33.3% | 30.4% | 26.4% | 24.0% | 27.8% | 24.8% | 23.5% | 26.7% | 23.2% | 24.4% | 21.0% | 21.5% |Return on Shr. Equity 22.5%
MARKET CAP: $6.8 billion (Large Cap) 21.4% | 20.5% | 17.9% | 15.3% | 17.0% | 14.7% | 14.0% | 16.0% | 13.8% | 14.9% | 13.0% | 13.5% |Retained to Com Eq 15.0%
CUF;EEIEIT POSITION 2009 2010 8/31/11| 36% | 33% | 32% | 36% | 39% | 41% | 41% | 40% | 41% | 39% | 39% | 38% |All Div'ds to Net Prof 33%
Cash Assets 39.5 50.8 52.2 | BUSINESS: McCormick & Company, Inc. is a leading manufac-  depreciation rate: 8.2%. Has 7,500 employees. Company profit-
Receivables 3653 386.7 3917 | turer, marketer, and distributor of spices, seasonings, flavorings, sharing plan owns 22.7% of common stock; Harry and Lois Wells,
Ion%eenrtory (FIFO) ﬁgg %83 ggg? and other specialty food products for the consumer, industrial, and  8.1%; officers and directors, 9.5% (2/11 Proxy). Chairman, Presi-
Current Assets 970:5 1015:9 1163:3 foodservice markets. Acquired Lawry’s, '08; Zatarain's, 6/03. Sold dent, and CEO: Alan Wilson. Incorporated: Maryland. Address: 18
Accts Payable 283.6 302.7 3032 plastic packaging products business, 8/03. Discontinued Gilroy Loveton Circle, P.O. Box 6000, Sparks, Maryland 21152-6000. Tel-
Debt Dué 1161 100.4 3| Foods, 3/96. Foreign operations comprise 42% of sales. 10 ephone: 410-771-7301. Internet: www.mccormick.com.
85;‘;;“‘ Liab. gig:g ggi:; ggg:g McCormick likely finished fiscal 2011 costs moderat_e, thq bottom line should_ex-
— (year ended November 30th) on solid pand at a nice clip. In fact, we believe
AfN;\‘UA'- RAEES 1535‘ 5P¢St 53:41251'610 footing. (Results were due to be released McCormick will earn around $3.20 in fis-
o chenge (persh)  10¥rs, - SYis 0116 | shortly after we went to press.) Wide ac- cal 2012, up some 14%.
“Cash Flow” 95%  8.0% 11.5% ceptance of the company’s new products We look for double-digit earnings
Eiﬁ\llfifgimgs iég‘gf ﬁ-ggﬁ) %gggﬁ] among consumers, coupled with continued growth over the next 3 to 5 years.
BoakValue 140% 100% 155% | Strength in demand for its established of- Management will likely continue to focus
Fiscal — ol ferings, probably drove a more-than-9% on investments in innovation in an effort
Jscal | QUARTERLY SALES (S mill) fewi| advance in revénues in both the fourth to drive growth down the line. Too,
Ends |FeD.28 May3l Aug.3l Nov.30| vear | quarter and full year. And despite higher McCormick’s global footprint will probably
2008 | 7240 7641 7816 9069 131766 | costs associated with the price of spices, expand further in the coming years. With
%g?g ;(1522 ;ggg ;g},é g%'g g%géé which likely put pressure on margins in a number of new products hitting the mar-
2011 7828 8837 9204 10631 3650 the final quarter, we believe McCormick ket and a growing presence around the
2012 1900 975 1000 1100 |3975 | €a&rned around $2.80 a share in 2011, globe, the company is poised for a strong
Fiscal EARNINGS PER SHARE A B = which represents an increase of almost 6% performance over the long haul.
Year | copoe Mav 31 Aua 3l Nov3o| Fiscal compared to the prior year’s tally. Inves- This stock is appealing on a couple of
Ends i y ug. 7| Year | tors appear confident in the company’s fronts. Although ranked to only keep pace
2008 | 41 .39 50 841 2141 nrogpects, too, as the stock has risen with the broader market over the coming
%888 ‘51‘11 33 gg gé %gg around 5% in price over the last couple of six- to 12-month period, McCormick’s fa-
2011 57 55 59 9 | 280 months. ) ) vorable long-term outlook gives this equity
2012 65 5 75 115 | 320| The company is poised for healthy wide capital appreciation potential over
UARTERLY DIVIDENDS PAID C gains in the coming year, as well. the pull to 2014-2016. Conservative inves-
Cg" Q - 5“” McCormick should to continue to benefit tors should also find this high-quality
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year| gromy jts robust new product pipeline, stock (Safety: 1) attractive. In addition,
2008 | 22 2 2 2 8| which should drive revenue growth in the company is likely to continue raising
2009 | .24 24 24 24 961 coming quarters. In addition, the company its dividend, making this issue of potential
%gﬂ) gg gg gg gg igg will probably profit from a more aggressive interest to those looking for some income.
2012 | 31 ’ ’ ’ ' pricing strategy in the year ahead. And, as Kathryn M. Drew January 27, 2012

(A) Fisc. yr. ends Nov. 30.

(B) Prim. egs. through '96,
nonrec. losses: '96, 51¢; '98, 2¢; '99, 26¢; '01,
11¢;°04, 1¢; '05, 5¢; '06, 12¢, '07, 19¢. Next

egs. report due late Mar. Earnings may not add | tang. In '10: $1649.9 mill., $12.51/sh. (E) In
due to rounding.

(C) Divs. historically paid in mid-Jan., Apr., July
& Oct. = Div'd reinvest. plan avail. (D) Incl. in-
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dilut. after. Excl.

mill., adj. for split.

Company’s Financial Strength A
Stock’s Price Stability 100
Price Growth Persistence 60
Earnings Predictability 100
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ANNUAL RATES  Past

Past Est'd '08-'10

of change (persh) 10 Yrs. 5Yrs.  to'14-'16
Sales -- -- 9.5%
“Cash Flow” - -- 12.5%
Earnings - - 12.5%
Dividends - - 25.5%
Book Value -- -- NMF
Cal- QUARTERLY SALES ($ mill.) Full
endar [Mar.31 Jun.30 Sep.30 Dec.31| VYear
2008 | 7033 7286 7428 707.7| 28824
2009 | 6930 7193 699.8 714.4| 2826.5
2010 | 7635 7642 8102 803.7| 31416
2011 | 899.8 932.0 9339 909.3| 3675
2012 | 970 1000 1015 1015 | 4000
Cal- EARNINGS PER SHARE A Full
endar |Mar.31Jun.30 Sep.30 Dec.31 Year
2008 a7 67 61 27 2.32
2009 .55 .66 A48 31 1.99
2010 61 59 52 A48 2.20
2011 J1 .64 .70 45 2.50
2012 .80 75 .75 .70 3.00

Cal- QUARTERLY DIVDS PAID B Full
endar [Mar.31 Jun.30 Sep.30 Dec.31| VYear
2008 | -- -- -- -- --
2009 | -- -- .30 .20 500
2010 | .20 225 225 225 875
2011 | .225 .26 .26 .26 1.005
2012 | .26

tumultuous close to 2011, selling off
about 15% at one point following the death
in Missouri of an infant who was using the
company’s Enfamil PREMIUM Newborn
formula. Subsequent testing of samples of
the product, by both the company and U.S.
health inspectors, found no evidence of the
bacteria linked to the death. As a result,
Mead Johnson doesn't figure to suffer any
long-term repercussions from this inci-
dent. Still, the initial news coverage, and
the decision by some retailers, including
Wal-Mart, to remove some shipments of
the product from their shelves could dis-
rupt domestic sales for a time. We will
await further details from the company be-
fore trying to quantify any impact.
Earnings likely took a step back in
the December quarter. Several factors
that contributed to the strong third-
quarter gain, including lower pension ex-
penses and customers stepping up pur-
chases ahead of a technology transition,
probably reversed themselves in the final
three months of 2011. Results also likely
were hurt by higher dairy costs in North
America and increased SG&A spending.

RECENT PIE Trailing: 28.9'}| RELATIVE DIVD
MEAD JOHNSON NYSE-MIN PRICE 73.18 RATIO 27.1(Median:NMF PIE RATIO 1.83 YLD 1.6%
High: | 50.3| 63.4| 76.9 i
TIMELINESS 3 New 102811 ] High: | s03| e3.4] 769 Target Price Range
SAFETY 3 Newdso0 LEGENDS __
.-+« Relative Price Strength 128
TECHNICAL 3 Lowered 12211 | Optons: Yes .
haded areas indicate recessions 96
BETA .65 (100 = Market) 80
2014-16 PROJECTIONS MNHIL s 64
} ~ Ann'l Total T 48
Price  Gain Return [ 40
High 95 (+3o%g 9% i 3
Llow 65 (-10%) Nil it
Insider Decisions 2
FMAMIJIJIASO .
By 020100300 16
Options 0 0 02000 00 L P aas. Sl 12
fosel_0 00000100 % TOT. RETURN 12/11
Institutional Decisions THS  VLARITH
1Q2011  2Q2011  3Q201L STOCK  INDEX |
to Buy 171 193 229 Eﬁ;?gs”‘ ‘;3 ! lyr. 122 59 [
to Sell 221 196 190 | graded 15 Gl ] 3y — 919 [
HIS(00) 183490 186425 185384 AL sy — 216
Mead Johnson Nutrition Company was | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 2007° [2008P | 2009 |2010 | 2011 [2012 | ©VALUELINEPUB.LLC|14-16
founded in 1905 and became a wholly .- .- .- .- .- .- 1409| 1382 | 1534 | 17.95| 1950 |Sales per sh 24.90
owned subsidiary of Bristol-Myers Squibb 218| 224| 253 | 290 | 340 |“Cash Flow” per sh 475
Company (BMS) in 1967. In 2/09, Mead 232 199| 220| 250 3.00 [Earnings per shA 4.35
Johnson completed an initial public offering -] 70 90| 105| 120 |Divids Decl'd persh® 210
of 34.5 million shares of its Class A common A0 47 84 60 | 1.00 [Cap'T Spending per sh 1.00
stock at $24 per share, with BMS retaining a d6.85| d3.30 | dL.79 | d.60 .75 |Book Value per sh 5.65
55.1% stake. BMS also owned 100% of 20450 | 20450 | 204.80 | 205.00 | 205.00 |Common Shs Outstg € | 205.00
Class B stock. On December 23, 2009. e 241 265 Avg Ann'l PJE Ratio 18.0
BMS converted all Class B shares to Class 119| 155| 165 Relative P/E Ratio 1.20
A shares and divested its entire ownership 20% | L7% | 1.6% Avg Ann’I Div'd Yield 2.6%
in Mead Johnson through a spin-off. 25764 | 28824 28265 | 31416 | 3675 | 4000 | Sales ($mill) 5100
CAPITAL STRUCTURE as of 9/30/11 , 27.6% | 26.4% | 27.3% | 24.7% | 24.0% | 25.5% |Operating Margin 26.5%
Total Debt $1534.1 mill. Due in 5 Yrs $501.4 mill. 437 521| 589 | 647 750[ 79.0 |Depreciation ($mill) 90.0
I('I]-og??r:tzrlei?tgvgrlg ot '{‘X‘)ere“ $53 mill. 4225 | 3939 3996 | 4527 515 620 |Net Profit (Smill) 890
ge: 2o (111% of Capital) 35.2% | 385% | 30.1% | 27.8% | 27.0% | 28.5% |Income Tax Rate 26.0%
16.4% | 13.7%| 14.1% | 14.4% | 14.0% | 155% |Net Profit Margin 17.4%
Leases, Uncapitalized Annual rentals $24.5 mill. 124.8 64.3| 2359 | 4729 525 525 |Working Cap’l ($mill) 575
Pension Liability None 14 | 2001.2| 1486.4 | 1532.5 | 1400 | 1275 |Long-Term Debt ($mill) 800
Pid Stock None 630.8 | d1401| d674.9 | d367.4 | d125 160 | Shr. Equity ($mill) 1155
Common Stock 203.564.580 shs. 66.8% | 69.2% | 55.2% | 41.2% | 42.5% | 45.0% |Return on Total Cap'l 46.5%
as of 10/21/11 o 67.0% NMF| NMF | NMF| NMF| NMF |Returnon Shr. Equity NMF
MARKET CAP: $14.9 billion (Large Cap) 67.0% NMF| NMF | NMF| NMF| NMF |Retainedto Com Eq NMF
CURRENT POSITION 2009 2010 9/30/11 -- -- 26% 40% 41% 40% |All Div'ds to Net Prof 48%
Cas(ﬁMALSLS')etS 561.1 595.6 761.3 | BUSINESS: Mead Johnson Nutrition Co. provides infant formula  breakdown of 2010 sales: Asia/Latin America, 61%; North Amer-
Receivables 347.6 352.0 358.9 | and children’s nutrition products. It offers formula for routine feeding ica/Europe, 39%. Has about 6,500 employees. Officers and direc-
Inventory (Avg Cst)  309.9  356.7  441.1 | as well as a range of specialty formulas for mild to severe in- tors own less than 1% of common stock; BlackRock, Inc., 9.5%;
8ther A 1%%? 1%3‘91(7) 1%??8 tolerance, and premature and low birth weight infants. Nutriton Morgan Stanley, 5.5% (4/11 Proxy). Pres. & CEO: Stephen W.
Aurrer:)t ssbelts 361'3 365.8 398I2 products include powdered milk and milk modifiers. Other products ~ Golsby. Inc.: Delaware. Addr.: 2701 Patriot Blvd., Glenview, lllinois
Dg%ttsDu%la e 120.4 12 "~ | include pre- and post-natal nutritional supplements. Geographic  60026. Tel.: (847) 832-2420. Internet: www.mjn.com.
Other 6185 609.1 639.4 i A
Current Liab. TT005 9761 10376 Mead Johnson Nutrition stock had a Continued growth overseas should

help to get profits back on track in
2012, with share net likely climbing 20%,
to $3.00. Sales in the Asia/Latin America
segment soared 30% in the third quarter,
and we think there is ample room for fur-
ther growth as increasing prosperity al-
lows consumers in emerging economies,
such as China, to invest more in the wel-
fare of their children. Meanwhile, the
winding down of technology and other
costs related to the company gaining its
independence from Bristol-Myers should
also aid the bottom line this year.

The company is making little progress
in Europe and North America. Lack-
luster economic development and low birth
rates are creating a challenging environ-
ment for MJN in these regions, where it
generates about one-third of its revenues.
These shares have below-average to-
tal return potential to 2014-2016. Al-
though the company has promising op-
portunities in emerging markets, the cur-
rent valuation appears to discount much of
the earnings growth we envision in the 3
to 5 years ahead.

Robert M. Greene, CFA  January 27, 2012

(A) Diluted earnings. Earnings may not sum | (B) Dividends historically paid in early January,
due to rounding. Next earnings report due Jan- | April, July and October.

uary 26th.
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(C) In millions.
(D) Pro-forma.

Company’s Financial Strength B+
Stock’s Price Stability 95
Price Growth Persistence NMF
Earnings Predictability NMF
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RECENT PIE Trailing: 21.9'} | RELATIVE DIVD
MERCURY GENERAI_ NYSE-MCY PRICE 4488 RATIO 15.6(Mediar?: 15.0/| PIE RATIO 110 YLD 54%
TmELNess 3 masaon | OV 399 P8 33 B3| 03| RI| B Rs| %1 B B4 89 Target Price Range
SAFETY 2 Rased92603 | LEGENDS
—— 13,5 x Earnings p sh 128
TECHNICAL 3 Lowered 12116/11 | .- - Relative Price Strength
Options: Yes 96
BETA .70 (1.00 = Market) haded areas indicate recessions 80
-16 PROJECTIONS | — - — V01 L~ . 4 .l L |mmmmmqeeee- 64
2014‘16PR0J,ECT/IAOn'r\1]’|STotaI - B TS s e v R R P i

) Price Galrfl’ Retgrn : | mh ,u"'||.|“'/1y‘i.' i UL |!| : NI -~ ﬁ' > 40
tion 79 Ej;ggogg 1356 ..1,]\ LI [T il Ti.u**\ T 32
Insider Decisions -~ “I e e | 24

JEFMAMUJI JAS| ™ LT
By 00000O000O0O T T * 16
Options 0 11010000 ot i ) L 12
oSl_0 11000000 " 9% TOT. RETURN 11/11
Institutional Decisions Persen,”” THIS  VLARITH*
102011 2Q201  3Q20U STOCK  INDEX

ony  eg es gy |berent 15 . 12 12
to Sell 83 71 76 | traded 5 " . | TT 11 Y0007 10 O AN I A 3yr. 192 1044 [
Hd's(00) 21375 21204 21099 T 1| FTETT A TR XA v e e A R A R R Sy 103 223
19951996 [ 1997 | 1998 [ 1999 | 2000 [ 2001 [ 2002 [ 2003 | 2004 [ 2005 [2006 | 2007 [2008 | 2009 [2010 | 2011 [2012 | ©VALUELINEPUB.LLC|14-16

1123 | 1372| 1871| 2051 | 21.83| 23.05| 2544 | 3204 | 3941 | 4638 | 5215 | 54.82 | 54.70 | 51.29 | 47.92 | 46.84 | 47.25| 51.80 |P/C Prem Earned p sh 61.15

1.15 128 157 1.76 1.83 1.96 211 2.08 1.92 2.01 2.24 2.76 2.90 2.76 2.65 2.62 2.60 2.75 |Investment Inc p sh 4.00
81 1.07 2.75 337 242 145 1.26 1.75 4.04 7.04 6.70 597 5.44 2.26 547 4.29 .70 1.55 | Underwriting Inc p sh 245
1.66 193 2.84 322 245 2.02 1.94 2.05 325 4.94 443 374 4.08 212 323 2.09 2.90 3.00 |Earnings per shA 4.40
40 A48 .58 .70 84 .96 1.06 1.20 1.32 148 1.72 192 2.08 232 2.33 2.37 241 2.44 |Div'ds Decl'd per sh B 2.56

1030 | 1166 | 1451| 1678 | 16.71| 19.06| 19.71| 2021 | 2307 | 26.77 | 29.44 | 3154 | 3402 | 27.28 | 3233 | 32.75| 33.40| 34.10 |Book Value per sh 37.85

5489 | 5501| 5512 | 54.68| 5443 | 5419 5428 | 5436 | 5442 | 5451 | 5461 | 54.67 | 5473 | 5476 | 5478 | 54.80 | 54.80 | 54.80 |Common Shs Outst'g© | 54.80

173% | 202% | 265% | 307% | 193% | 147% | 190% | 216% | 186% | 191% | 192% | 172% | 156% | 175% | 108% | 128% | Bold figyres are |Price to Book Value 157%

10.8 122 135 16.0 132 139 19.3 213 132 104 128 145 13.0 226 108 20.1 Value|Line Avg Ann’l P/E Ratio 135
72| 6| 78| 8| 75| 90| 9| 116| 75| 55| 68| 78| 69| 136 72| 129 °*U"P' |Relative P/E Ratio 90

22% | 20%| 15% | 14% | 2.6% | 34% | 28% | 27% | 31% | 29% | 3.0% | 35% | 39% | 4.8% 6.7% | 5.6% Avg Ann'l Div'd Yield 4.4%
CAPITAL STRUCTURE as of 9/30/11 1380.6 | 17415 | 2145.0 | 2528.6 | 2847.7 | 2997.0 | 2993.9 | 2808.8 | 2625.1 | 2566.6 | 2590 | 2840 |P/C Premiums Earned 3350
Total Debt $138.0 mill. 732% | 72.8% | 67.7% | 62.6% | 65.4% | 67.5% | 68.0% | 73.4% | 67.9% | 71.1% | 69.0% | 68.5% |Loss to Prem Earned 66.5%

(7% of Cap) 20.9% | 20.3% | 20.9% | 21.3% | 21.0% | 21.3% | 22.1% | 22.7% | 21.0% | 19.8% | 29.5% | 28.5% |Expense to Prem Earn D | 29.5%

o : 5.9% | 6.9% | 11.4% | 16.2% | 13.6% | 11.2% | 9.9% | 3.9% | 11.1% | 9.1% | 1.5% | 3.0% |Underwriting Margin 4.0%

Leases, Uncapitalized Annual rentals S14.9 mil. 1 eo 7 o T 2450 | 29.8% | 27.0% | 3L2% | 238% | -- | 2L0% | 209% | GLO% | 3L0% |Income Tax Rate 3L0%
1053 | 1119 | 177.0 | 2686 | 2428 | 2042 | 2243 | 1157 | 1779 | 1144 165 170 | Net Profit ($mill) 250

No Defined Benefit Pension Plan 6.1% | 61% | 47% | 44% | 42% | 47% | 48% | 55% | 4.8% | 48% | 4.8% | 4.9% |Invinc/Total Inv 5.0%
Pfd Stock None 2317 | 2645 | 3120 | 3610 | 4042 | 4301 | 4414 | 3050 | 4233 [ 4203 | 4300 | 4400 |Total Assets ($mill) 5100

1069.7 | 1098.8 | 1255.5 | 1459.5 | 1607.8 | 1724.1 | 1862.0 | 1494.1 | 17709 | 17949 | 1830 | 1870 |Shr. Equity ($mill) 2075

Common Stock 54,837,927 shs. 9.8% | 10.2% | 141% | 184% | 15.1% | 118% | 12.0% | 7.7% | 10.0% | 6.4% | 9.0% | 9.0% |Return on Shr. Equiy | 12.0%
MARKET CAP: $2.5 billion (Mid Cap) 45% | 43% | 84% | 12.9% | 9.3% | 58% | 59% | NMF | 28% | NMF| 20% | 20% |RetainedtoCom Eq 5.5%
EINANCIAL POSITION 2009 2010 9/30/11 55% | 57% | 41% | 30% | 3% | 51% | 51% | 110% 72% | 114% | 80% | 79% |All Div'ds to Net Prof 56%
Borfg’g”‘l") 2704.6 26523 2466.9 | BUSINESS: Mercury General is an insurance holding company that ida, Virginia, New York, New Jersey, Arizona, Pennsylvania, Michi-
Stocks 286.1 359.6 321.8 | writes private passenger (82.7% of '10 premiums written), and com- gan and Nevada. Acq'd American Fidelity 12/96. Has about 4,800
Other 12419 11915 1307.9 | mercial auto insurance (3.3%), as well as other property/casualty —employees. Off. and dir. own 34.7% of stock (incl. George Joseph’'s
Total Assets 42326 4203.4 4096.6 | insurance (14.0%). Sells through approx. 5,700 agents. Most of the ~ 34.3%); (3/11 proxy). Chrmn.: George Joseph. Pres. & CEO:
Unearned Premium 8445 833.4  866.2 | company's business is in California (76.6% of '10 premiums writ-  Gabriel Tirador. Inc: CA. Addr.: 4484 Wilshire Blvd., Los Angeles,
gﬁ]sgr“’es 1gggg lgigg ?1471{23; ten), but also operates in Georgia, lllinois, Oklahoma, Texas, Flor- CA 90010. Tel.: 323-937-1060. Web: www.mercuryinsurance.com.
Total Liab. 24617 24085 2287.1| Mercury General's performance has The insurer may face some turbulence
ANNUAL RATES Past Past Estd0s-10| cooled off a bit. Indeed, both premiums attempting to raise rates. This is be-
of change (persh) 10 Yrs. 5vis.  to'14'16 | earned and share net registered lackluster cause unemployment remains stubbornly
Premium Inc 85%  10%  40% | year-to-year comparisons during the Sep- elevated, despite falling recently from
E‘;’ﬁfi}]g‘scome qpe oo 0% | tember quarter. The former came in rela- 9.0% to 8.6%. Many drivers are out of
Dividends 11.0% 9.0% 15% | tively flat once again, as share earnings work, forcing them to sell vehicles, cease
Book Value 6.0% 3.0%  35% clocked in at $0.72, a 3% slip, which was insurance coverage, and utilize more

cal- PIC PREMIUMS EARNED ($ mill) ranl | IN line with our estimate. A greater num- methods of mass transit. In addition, high
endar |Mar31 Jun.30 Sep.30 Dec.31| Year | bEr of new auto sales in thg Golden_State prices at the pump h{;\ve put a dent in cus-

2008 |7209 7112 6966 6801 |28088 | have spurred an increase in auto insur- tomers’ wallets, hurting overall consumer

2009 |666.1 659.2 6538 646.0 |2625.1 | ance premiums. However, this sales jump purchasing power. It is likely these condi-

2010 |640.6 6427 6425 640.8 |2566.6 | has been unable to offset a climbing ex- tions will remain for some time, due to the

2011 |6385 6423 6436 6656 [2590 | pense ratio, caused by large catastrophe uneven pace of the economic recovery.

2012 [680 700 720 740 |2840 | losses after Hurricane Irene. This issue remains neutrally ranked

cal- EARNINGS PER SHARE A rul | The company recently boosted its for year-ahead price performance.
endar |Mar.31 Jun.30 Sep.30 Dec.3l| Year | cash dividend. The hike represents a These shares have risen more than 15% in

2008 | 1.02 86 72 d48 | 212| modest 2% bump for the quarterly payout, price since our September review, which

2009 83 86 84 70 | 323| from $0.60 to $0.61 a share, or an annual- discounts a large portion of their capital

2010 85 65 74 d15 | 2.09| ized rate of $2.44. appreciation potential three to five years

2011 12 .76 12 70 | 290 | Mercury’s automobile class plan has hence. However, income-oriented accounts

2012 J5 71 78 76 | 300| been approved by the Department of should note this stock’s solid dividend

Cal- | QUARTERLY DIVIDENDS PAID & rull | Insurance. The new outline applies strict- yield. The equity has good marks for
endar |Mar.31 Jun.30 Sep.30 Dec3l| vear | ly to its California business, which com- Safety (2) and Price Stability, as well as a

2007 | 52 5 5 5 208 | prises 77% of MCY'’s portfolio, allowing for decent Financial Strength rating (B++).

2008 | 58 58 58 58 232| a more favorable segmentation of auto All told, the insurer will likely not reach

2009 | 58 58 58 59 233 | policies. The approval ought to make the its previous peak level of profitability, last

2010 | .59 59 59 .60 237| insurer more competitive and pave the seen in the mid-2000’s, anytime soon.

2011 | .60 60 60 61 way for attracting fresh customers. Kenneth DeFranco, Jr. December 16, 2011
(A) Basic earnings. Includes capital gains | report due mid-February. (D) Expense ratio for 2009 and thereafter in- | Company’s Financial Strength B++
(losses): '01, $0.08; '00, $0.05; '99, $0.06; '98, | (B) Dividends historically paid in late March, | cludes other operating expenses. Stock’s Price Stability 95
$0.09; '97, $0.06; '96 ($0.04); '95, $0.02. Excl. | June, September, and December. Price Growth Persistence 15
gain/(loss) in '02 and thereafter. Next earnings | (C) In millions. Earnings Predictability 60
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RECENT PIE Trailing: 12.6 | RELATIVE DIVD
MOLSON COORS NYSE-TAP PRICE 4362 RATIO 12.2(Mediar?:NMF PIERATIO 082 YLD 29%
TWELINESS 3 paseo T | | A AT Target Price Range
SAFETY 2 Raised78010 | LEGENDS, ]
2 i o %ile'lsatfvecF?r?cherl?rvgn ?hSh 128
TECHNICAL 2 Rised 11312 |-, Reatie pice Sieng Ny ”
BETA .65 (1.00 = Market) Options: Yes Sl S S N E— S S LLTLLLCLTLL 80
2014-16 PROJECTIONS haded areas indicaterecessons| | [ | (| 4 [ [ ot ! [ 1 64
) ~ Ann’l Total L —— ety ———— - - g~ - - - -] - 48
) Price  Gain Return PUALEC] LN LI 1| TR T AT O 40
High 85 E+95%; 20% 1 I TR I ' ' 32
Low 60 (+40%) 10% et
Insider Decisions 24
FMAMIJJASO oo
By 010000200 o P 16
Optons 0 01100000 L |12
oSl 001100000 [N I By . % TOT. RETURN 12/11
Institutional Decisions : setere THIS  VLARITH
1001 20U 300U | percent 45 STOCK  INDEX
:ggg\{ :ngZS %gg %gi f!;‘;‘,;ej ig fit nTlIn YT T R Y L éﬂ 12:(73 92:3 B
HIds(000) 131000 132076 126547 L e Sy 264 216
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 [2006 [2007 [2008 | 2009 [2010 {2011 [2012 | ©VALUELINEPUB.LLC| 14-16
-- -- -- -- -- -- -- -- - --| 3214 3300 | 3425 | 2598 | 16.29 | 1742 | 19.50 | 20.15 |Sales pershA 2230
414 458 472 4.28 481 4.65 470 5.00 |“Cash Flow" per sh 6.10
1.98 2.16 2.80 2.77 3.80 3.56 350 3.75 |Earnings per shAB 455
64 .64 .64 .76 92 1.08 124 1.32 | Div'ds Decl'd per sh © 1.64
2.37 2.52 2.37 1.25 67 .95 1.00 1.05 |Cap’l Spending per sh 120
31.08 | 3285 | 3955 | 3254 | 38.04 | 41.75| 4585 | 47.00 Book Value persh®D 57.55
171.34 | 177.11 | 180.75 | 183.80 | 186.10 | 186.80 | 179.50 | 178.50 |Common Shs Outst'g E | 168.00
16.6 15.9 16.8 18.0 113 126 126 Avg Ann’l PJE Ratio 16.0
88 .86 89 | 1.08 .75 81 .80 Relative P/E Ratio 1.05
19% | 19% | 14% | 15% | 21% | 24% | 28% Avg Ann’l Div'd Yield 2.3%
CAPITAL STRUCTURE as of 9/24/11 5506.9 | 5845.0 | 6190.6 | 4774.3 | 3032.4 | 3254.4 | 3500 | 3600 |Sales ($mill) A 3750
Total Debt $1947.7 mill. Due in 5 Yrs $1513 mill. 17.4% | 17.4% | 17.8% | 18.3% | 19.5% | 19.4% | 18.5% | 19.5% |Operating Margin 20.0%
. . 3928 | 4384 | 3458 | 2734 | 1874 | 202.3 215 220 |Depreciation ($mill) 255
(ol moret coverage: 831 (16%of Cap!) 3161 | 3736 | 5074 | 5126 | 7074 6669 | 630 | 670 |Net Proft (smil) 765
Leases, Uncapitalized: Annual rentals $28.1 mill. 25.0% | 17.5% | 20.1% | 20.2% 1.1% | 15.8% | 15.0% | 15.0% |Income Tax Rate 20.0%
Pension Liability: N/A 5.7% | 6.4% | 8.2% | 10.7% | 23.3% | 20.5% | 18.0% | 18.7% [Net Profit Margin 20.4%
d768.4 | d341.7 412 | 1210 | 1819 | 887.0 840 400 |Working Cap’l ($mill) 895
c"(?n’é?u%lftz"%sl?éffﬁaffﬁSf“éiass A shares 21367 | 2129.8 | 2260.6 | 18317 | 1412.7 | 1959.6 | 1850 | 1800 |Long-Term Debt ($mill) | 1400
22,200,696 of exch. shares) as of 1028/11. 5324.7 | 58174 | 71494 | 59803 | 7079.6 | 7798.8 | 8225 | 8400 |Shr. Equity (Smill) 9730
51% | 56% | 61% | 7.2% | 89% | 7.4% | 65% | 6.5% |Returnon Total Cap’l 7.0%
MARKET CAP: $7.9 billion (Large Cap) 59% | 64% | 7.1% | 86% | 10.0% | 86% | 7.5% | 8.0% |Returnon Shr. Equity 8.0%
CURRENT POSITION 2009 2010 9/24/11 37% | 42% | 53% | 59% | 75% | 59% | 50% | 5.0% |Retainedto ComEq 5.0%
Cas(ﬁMALSLS-)etS 1342 12176 9872 38% | 34% | 26% | 31% | 24% | 31% | 35% | 35% |All Div'ds to Net Prof 35%
Receivables 7172 7295  723.7 | BUSINESS: Molson Coors Brewing Company, which was created ~ with SABMiller, 7/08. Has approximately 14,660 employees and 18
g;’heenrtory (LIFO) 2;2% 132% Zg%é by the February 2005 merger of Molson and Adolph Coors Compa-  breweries worldwide. Officers & Directors own 18.0% of common
Current Assets 1762:8 2220:9 1997:5 ny, is the fifth-larglest brewer in the world, with combiqed beer sales  stock; Capital Research GIot_JaI Investors, 9.2% (4/11 pr_oxy). Chair-
Accts Payable 2103 2682 2618 of roughly 30 m|II|on_barreIs._The company’s brands |nc_|u_de Coors  man: Peter H. Coors. President and CEO: Peter Swinbum. Inc.:
Debt Due 300.3 11 46.4 | Light, Molson Canadian, Carling, Blue Moon, Coors & Killian's Irish  Colorado. Address: 1225 17th Street, Denver, Colorado 80202. Tel-
Other 1070.3 1064.6  977.3 | Red. Sold interest in Kaiser, '06. Began a domestic joint venture ephone: 303-279-6565. Internet: www.molsoncoors.com.
Current Liab. 1580.9 13339 12855 I'\jolson Coors likely ended 2011 with ing years. Given the recent challenges in
ANNUAL RATES  Past Past Estd’'08-'10| decent results. A strong showing from the U.S. market, the company will proba-
ofchange (persh)  10vis.  Swis, o l4d6 | the Coors Light brand probably bolstered bly invest its resources in expanding its
“Cash Flow” . 20%  50% the top line, while stock buybacks (dis- footprint abroad. Efforts may well include
Earnings -~ 115% 50% | cussed below) likely buoyed the bottom at least a few bolt-on acquisitions over the
Dividends o fok 100%  line. However, coming years.

— - The company faces a challenging out- Longer-term prospects are good. The
cal- QUARTERLY SALES ($ mill J Ful | look. Weak demand in the domestic mar- aforementioned expansion strategy, along
endar_|Mar.Per Jun.Per Sep.Per Dec.Per| Year | ket remains the primary issue. Unfavorab- with improved market conditions, ought to
2008 | 1357 1757 9217 739 14774 | le industry trends, coupled with the tough help the bottom line bounce back after a
2009 | 559 799 853 821 |3032 | economic environment, has led to soft tough stretch.

2010 | 661 883 875 835 13254 | demand. We expect Molson Coors will con- The balance sheet is healthy. The debt-
%gg ggg g?éé g% gig gggg tinue to struggle in 2012. However, the to-total capital ratio is relatively low. In
company’s efforts to expand its market fact, its debt load is conservative compared
cal- EARNINGS PER SHAREA 8 Full | share should help earnings advance, year to most of its fellow brewers. Furthermore,
endar_|Mar.Per Jun.Per Sep.Per Dec.Per| Year | gyer year. On point, Coors Light recently the company generates strong cash flow,
2008 | 32 93 9 57 | 277 | became the number two beer purchased in which should support its growth efforts,
2009 | 53 111 114 102 | 380 | the United States. Consequently, we tar- dividend hikes, and stock repurchase plan
2010 31125 128 86 | 356 | get share net of $3.75 for 2012. for the foreseeable future.
%gﬁ ‘fs’ igg i%‘é ;g g‘;’g Share repurchases should continue. We recommend this issue for patient
: : - : : The company announced a $1.2 billion investors. Share net should advance at a
Cal- | QUARTERLYDVIDENDSPAD® | Full | stock buyback program for its Class B solid clip over the 2014-2016 time frame.
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | stock jn 2011. It plans to execute the pro- Further, TAP’s board will probably contin-
2008 | .16 20 20 .20 76| gram over a three-year period. In the third ue to raise the company’s payout over the
2009 | .20 2424 24\ 921 quarter of last year, the brewer bought 6.3 coming years. All told, this stock has at-
ggﬁ) gg gg gg gg %(2)2 million shares for $271 million. ) tractive, risk-adjusted total return poten-
2012 | ’ ’ ’ : Molson Coors’ standing in emerging tial over the 3- to 5-year pull.
markets may well increase in the com- Richard Gallagher January 27, 2012

(A) Excludes excise taxes. Fiscal year ends

last Sunday in December. (B) Bas!

shares. Next earnings report due early Feb.
(C) Dividends usually paid in mid-March, June,

© 2012, Value Line Publishing LLC. All

ed on diluted

September, and December. (D) Includes in- | starting in the September period of 2008 due to
tangibles. '10: $6144.2 mill., $32.89/sh. (E) In | the MillerCoors venture.
millions, adjusted for split. Includes exchange-

able shares. (F) Sales exclude U.S. operations

rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.
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ANNUAL RATES  Past Past Est'd '08-'10
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RECENT 12 63 PIE 18 6(Trai|ing: 21.0°)[RELATIVE l 28 DIVD 3 50/
NORTHWEST BANC NDQ NWBl PRICE . RATIO . U \Median: 22.0/ | PIE RATIO YLD 070
meess s |1 36] SE[ G0 98 5| W3] 3| he| %2 8| B2 B Tag e P
SAFETY 3 New1/16i09 LEGENDS
—— 17.0 x Earnings p sh 64
TECHNICAL 3 Lowered 9301 |- Relate Price Stengh i
BETA .75 (1.00 = Market) Options: Yes 40
2014-16 PROJECTIONS haded areas indicate recessions 3
. ~ Ann'l Total 2
Price Galrfl’ Retg/rn 20
R ey e s o
Insider Decisions rrrtree b bl @ 12
FMAMIJJASO 0 ™™ [ “|I ) III|u' RIS .
By 000100100 D f
Opons 1 01100151 VT D | 5
toSel 100100030 ol . % TOT. RETURN 12/11
Institutional Decisions Jin, /——IW IS T . THIS VL ARITH*
102011 2011 QWU | pgrcent 9 | oot Ceegst P TR . setegre oo o [e STOCK  INDEX |
to Buy 68 67 67 | shares 6 | S O R 1yr. 9.4 -5.9
to Sell 87 83 79 | traded 3 e ! NI TN L 3yr. 348 919 [
Hd's(000) 72873 69395 70727 o T OO O oo TreeTeees e LI AL LA Sy -458 216
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [2007 [2008 |2009 |2010 | 2011 [2012 | ©VALUELINEPUB.LLC |14-16
1352 | 1584 | 17.38| 21.00| 2472 | 28.06| 3150 | 33.06| 3871 | 4240 | 43.68 | 44.80 | 48.74 | 5395 | 5389 | 52.73 | 59.35 | 63.45 [Mortgage Loans per sh 77.00
12.35| 1378| 1560 | 19.19| 2312 | 27.09| 30.60 | 3358 | 39.73 | 4342 | 4535 | 4768 | 50.70 | 46.17 | 50.83 | 52.26 | 59.35 | 64.00 |Savings Deposits persh | 67.00
10 A7 18 .20 19 25 25 31 .39 46 49 46 44 44 .30 .53 .65 .70 |Earnings per sh A 1.05
.03 .07 .07 07 07 07 07 11 14 18 21 33 37 .39 39 40 43 44 |Div'ds Decl'd per sh Bat .50
1.72 181 1.89 2.07 2.19 233 258 292 333 4.63 5.09 5.37 5.61 562 | 11.90 | 11.85| 11.80 | 12.05 |Book Value per sh 13.30
103.95 | 105.19 | 105.19 | 105.39 | 106.55 | 106.56 | 106.71 | 106.99 | 107.31 | 107.91 | 114.40 | 112.57 | 109.31 | 109.13 | 110.64 | 110.30 | 97.00 | 93.00 |Common Shs Outst'g © | 93.00
185 15.0 16.2 316 249 137 15.7 16.7 16.8 201 20.1 245 21.7 255 298 217 188 Avg Ann’l PJE Ratio 17.0
124 94 93 1.64 142 89 80 91 .96 1.06 1.07 1.32 147 153 198 1.40 117 Relative P/E Ratio 115
14% | 26%| 24% | 11% | 15% | 20% | 18% | 21% | 22% | 19% | 21% | 29% | 3.1% | 35% 44% | 35% | 3.5% Avg Ann’l Div'd Yield 2.9%
CAPITAL STRUCTURE as of 9/30/11 2845 | 2927 | 3024 | 3164 | 3538 | 4146 | 439.1 | 4274 | 4178 | 4310 425 420 |Gross Income ($mill) 525
. . ) 55.3% | 50.3% | 45.5% | 39.5% | 39.0% | 46.1% | 48.1% | 39.6% | 32.5% | 26.2% | 22.5% | 22.0% |Int Cost to Gross Inc 28.5%
STBorrowings $828.7 mill.  (39% Debt+ Equity) | 565 | 336 | 417| 505| 558 | 515| 491 | 482| 327| 575| 670 665 |NetProfit (Smill) 98.0
LT Debt $103.1 mill. (5% Debt + Equity) | 322% | 20.0% | 285% | 285% | 20.0% | 27.1% | 26.2% | 26.0% | 17.1% | 29.0% | 29.5% | 30.0% [Income Tax Rate 30.0%
9.4% | 11.5% | 13.8% | 16.0% | 15.8% | 12.4% | 11.2% | 11.3% 7.8% | 13.3% | 15.8% | 15.8% |Net Profit Margin 18.7%
Leases, Uncapitalized Annual rentals $4.0 mill. 3852.8 | 4301.2 | 5222.4 | 5778.6 | 6330.5 | 6527.8 | 6663.5 | 6930.2 | 8025.3 | 8148.2 | 8050 | 8250 |Total Assets ($mill) 10000
) . . 276.2 | 2355 | 4300 | 4130 | 377.8 | 3928 | 339.1 | 826.0 | 7822 | 7457 750 800 [FHLB Advances ($mill) 1500
pension Assets-12/10 $81.2 mill. Oblig. $99.2 2757 | 3124 | 356.9 | 5000 | 5822 | 6046 | 6129 | 6138 | 13165 | 13075 | 1155| 1130 |Shr. Equity (Smill) O 1235
’ -- -- -- .- .- .- - 1.2% .- --| NMF| NMF New Loan Volume ($mill)| NMF
Common Stock 97,501,918 shs. -- -- -- -- -- -- -- - 2.3% | 31% | 3.3% | 3.0% |Problem Assets to Lns 1.5%
as of 10/31/11 72% | 73% | 68% | 87% | 92% | 93% | 9.2% | 8.9% | 16.4% | 16.0% | 14.5% | 13.5% |Shr. Eq. to Total Assets | 12.5%
- ) 22.1% | 25.4% | 28.9% | 29.4% | 32.3% | 31.4% | 31.2% | 38.8% | 44.0% | 45.6% | 48.0% | 50.0% |G&A Exp to Gross Inc 43.0%
MARKET CAP: $1.2 billion (Mid Cap) T0% | 78% | 80% | 87% | .88% | .79% | 74% | 70% | A1% | .71% | 85% | .80% |Return on Total Assets | 1.00%
EARNINGS FACTORS omos. | 97% | 108% | 10.7% | 10.1% | 96% | 85% | 80% | 78% | 25% | 44% | 60% | 6.0% Returnon Shr. Equity 8.0%
MARGIN (%) 2009 2010 9/30/11 | BUSINESS: Northwest Bancshares, Inc. is the holding company for  estate; 19.3% home equity; 8.2% commercial business; and 4.5%
Egg’:'g FAuSnSc?st Yield ggg ?g% ‘1“‘59‘11 Northwest Savings Bank, headquartered in northwestern Pennsyl-  consumer. At 12/31/10, allowance for loan losses was 51% of non-
Yield-Cost Margin 3:30 3:19 3:37 vania. Has 171 community bankinlg Iogations, 142 in PA'. 17 in  performing Ioa_ns. Has 2,040 employees. Capital Wor_ld owns 7.4%
9mos. | Western New York, 4 in eastern Ohio, 5 in Maryland, and 3 in Flor-  of stock; Wellington Mngt., 6.0% (3/11 Proxy). Chairman & CEO:
NET CHANGES ($mill) 2009 2010 9/30/11 | ida. A subsidiary operates 52 consumer finance offices in PA. William J. Wagner. Inc.: PA. Addr.: 100 Liberty St., Warren, PA
Loans & Securities ~ 15.1 586.5 -84.1 | Loans at 12/31/10 were 42.9% residential; 25.1% commercial real ~ 16365. Tel.: 814-726-2140. www.northwestsavingsbank.com.
Deposits 586.2 139.9 48.5 " " - " . .
Borrowed Funds ~ -170.7 -6.0 -62.6 | Northwest Bancshares is making hay might still be okay for investors looking to

with its stock-repurchase program. pick up a little extra income from the

ofchange (persh)  10Yrs.  5Wrs, to'1416 | The company bought nearly 13 million stock's dividend. The shares tend to be
’\Sﬂoﬂgag%ms 3-83? 2-8‘;;0 g-g‘;;o shares, or over 10% of the total outstand- more stable than most, and the company
Earnings 0% 0% 185 | ing, through the first nine months of 2011. did not have reduce its dividend during
Dividends 185% 175% 4.0% | The strategy has helped increase earnings the financial crisis. However, growth in-
Book Value 16.0% 17.5%  5.0% | per share. We're assuming a somewhat vestors won't find a lot to get excited about

Cal- DEPOSITS (6 mill) less aggressive pace of repurchases in the here, unless the company were, per
endar |Mar.31 Jun.30 Sep.30 Dec.3l months ahead, though, with the thrift per- chance, to make a high-impact deal.

2008 | 5555 5386 5138 5038 haps more inclined to focus on mergers An upgrade to the loan mix is one

2009 | 5211 5348 5388 5624 and acquisitions. bright spot. That is partly by design and

2010 | 5693 5729 5769 5764 The plan all along has been to pick up partly due to market conditions. Like most

2011 | 5820 5819 5813 5825 small banks and thrifts to accelerate lenders, Northwest is moving away from

2012 | 5850 5900 5925 5950 expansion. Growth from within is chal- residential mortgages into higher paying

cal- EARNINGS PER SHARE A rull | lenging at the local level, given fierce com- commercial banking, although the process
endar [Mar.31 Jun.30 Sep.30 Dec.31| Year | petition for loans and deposits. Northwest is a gradual one. The offset is that con-

2008 12 13 09 10 44| raised capital a couple of years back both sumer loans—usually nicely profitable—

2009 11 07 11 01 30| as an added layer of assurance during are down as the general public has had to

2010 12 15 14 12 53| tough times and to boost firepower for reduce debt. Overall prospects for internal

2011 16 1517 17 65| potential dealmaking. Since then, the loan growth are muted, though.

2012 | 17 17 18 18 10| thrift has come up empty on business com- Credit quality trends are showing in-

Cal- | QUARTERLYDIVIDENDSPAIDB=t | gy | binations, after having one deal knocked cremental improvement. The trend
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | down by regulatory issues, but is far from toward moderately lower loan loss provi-

2008 | .098 098 098 098] .39| bowing out of the contest. Whole bank ac- sions should contribute to a measure of

2009 098 098 .098 .098| 39| quisitions and branch divestitures are earnings improvement in 2012.

2010 .10 10 .10 10 40 | both possibilities for growth. The good-yielding stock is currently

2011 10 11 A1 11 43| Otherwise, operating trends are mod- ranked 3 (Average) for Timeliness.

2012 estly positive, but unexciting. That Robert Mitkowski, Jr. January 13, 2012
(A) Diluted earnings. Next earnings report due | vestment Plan available. TShare purchase plan | (D) Intanglbles of $175.8 mill. at 12/10, or | Company's Financial Strength B+
late January. available without broker (must be enrolled in | $1.59 a share. Stock’s Price Stability 90
(B) Dividends historically paid mid-February, | Dividend Reinvestment Plan). Price Growth Persistence 65
May, August, and November. =Dividend Rein- | (C) In millions, adjusted for stock split. Earnings Predictability 70
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RECENT

PIE Trailing: 154
PRICE RATIO 14.8 (Median: 170

30.09

RELATIVE
PIERATIO

DIVD
YLD

098/ 2.9%

TIMELINESS 3 Raised 114/11
SAFETY 2 Raised 82809

TECHNICAL 3 Reised 217122
BETA .70 (100 = Market)

145
9.3

High:
Low:

32.2
20.1

22.4
175

235
18.3

29.7
19.9

36.7
23.3

13.9
8.7

18.0
105

19.6
14.7

LEGENDS
—— 11.0 x "Cash

.3-.f(.)r-2 split 4/10
Options: Yes

2015-17 PROJECTIONS

Return
16%
10%

Price  Gain
High 50  (+65%
Low 40 +35%

Ann’l Total
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haded areas indicate recessions

Flow" p sh

32.8
25.7

35.7
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572 Target Price Range
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Insider Decisions
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Options
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0
Institutional Decisions
12011 2Q201L

107 95
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61635

to Buy
to Sell 84
Hld's(000) 59435

% TOT. RETURN 1/12

THIS VL ARITH.*
STOCK INDEX

Percent

1yr. 58 0.0

shares

3yr. 237 1238

traded

o

[ 5yr. 527 27.2

1996 | 1997 | 1998

2000

TR
(IO
2004

2011 2013 | ©VALUELINEPUB.LLC|15-17

63.08 | 6450 | 62.99

70.40
110

76.34

161.55
3.85
3.05
1.20

137.60 150.40 | Sales per sh
2.90 |“Cash Flow" per sh
2.30 |Earnings per shA

.96 |Div'ds Decl'd per sh Ba

65

.60 |Cap'l Spending per sh .
23.05

17.45 | Book Value per sh ©

63.00 |Common Shs Outst'gP | 65.00

2.82
16% | 14%| 1.4%

15.0
1.00
2.7%

res are |Avg Ann’l P/E Ratio
Line |Relative PIE Ratio
Ales | avg An'l Div'd Yield

Bold fig
Value|
estim

CAPITAL STRUCTURE as of 12/
Total Debt $212.6 mill. Duein 5
LT Debt $212.6 mill.
(LT int. earned: 9.1x)

Leases, Uncapitalized Annual re
No Defined Benefit Pension Pla
Pfd Stock None

Common Stock 63,428,055 shs.
as of 10/21/11
MARKET CAP: $1.9 billion (Mid

LT Interest $15.0 mill.

31/11
Yrs $38.1 mill.

8037.6
2.8%

9050
3.0%

9475
3.1%

10500
4.0%

Sales ($mill)
Operating Margin

(20% of Cap’l)

25.3

493 | 536 | 605| 66.6 72.7 | 1013 | 1102

50.0
200

35.0
132

37.0
145

Depreciation ($mill)
Net Profit ($mill)

ntals $55.3 mill.

34.0%
1.4%

39.5%
1.1%

38.3%
1.4%

38.6%
1.2%

38.9%
1.3%

38.0%
1.3%

39.0%
1.4%

40.0%
1.9%

39.0%
1.5%

39.0%
1.5%

Income Tax Rate
Net Profit Margin

n

642.0
208.4
769.2

521.4
283.8
614.4

644.3
359.2
689.1

385.1
365.3
27114

385.8
209.5
4104

4340
207.5
460.3

405.7
204.4
512.0

865
215
1000

950
215
1100

1200
225
1500

Working Cap’l ($mill)
Long-Term Debt ($mill)
Shr. Equity ($mill)

11.9%
14.3%

9.4%
11.8%

10.4%
14.7%

8.6%
18.1%

9.4%
13.1%

10.0%
13.1%

10.1%
13.0%

12.0%
13.5%

11.5%
13.0%

11.5%
13.0%

Return on Total Cap'l
Return on Shr. Equity

Cap)

14.3% | 10.0% | 9.4% | 9.0% 73% | 99% | 9.3%

CURRENT POSITION 2009
SMILL

96.1
498.1
689.9

58.0

Cash Assets
Receivables
Inventory (LIFO)
Other

2010 12/31/11

2% | 24% | 29% | 31% 38% | 33% | 35%

75% | 7.5% |Retained to Com Eq 8.0%
42% | 42% |All Div'ds to Net Prof 40%

159.2 1359
471.7  506.7
720.1  806.4

52.7 76.8

1342.1
547.0

Current Assets
Accts Payable
Debt Due --
Other 153.1

1403.7 1525.8
531.7 575.8

BUSINESS: Owens & Minor, Inc. distributes about 220,000 brand
name medical and surgical supplies from 52 warehouses to acute
care hospitals and hospital-based systems nationwide (approx.
4,400 customers). Deals mainly with acute care hospitals and in-
tegrated healthcare networks (95% of '10 sales). Acquired Stuart
Medical in 5/94; Medix, 7/99. Wholesale drug div. discont. '91;

Direct-to-consumer business discont. '10. Dep. rate in 2010: 15.2%.
Has 4,800 employees. BlackRock, Inc. owns 7.7% ; Wellington
Management, 5.6%; T. Rowe Price, 6.6%; Officers/Directors, 3.1%
(3/11 proxy). Chrmn.: G.G. Minor Ill. Pres. & CEO: Craig Smith. In-
corporated: VA. Add.: 9120 Lockwood Blvd., Mechanicsville, VA.
23116. Tel.: 804-723-7000. Web: www.owens-minor.com.

1627 1565

Current Liab. 700.1

694.4 7323

Owens & Minor reported mixed re-
sults in 2011. Full-year sales advanced

ANNUAL RATES Past
of change (persh) 10 Yrs.
Sales 6.5%
“Cash Flow” 8.5%
Earnings 12.5%
Dividends 15.0%
Book Value 12.5%

Past Est'd '08-'10
5Yrs.
10.0%
11.0%
11.5%
16.5%
9.5%

t0'15-'17
4.0%
8.5%
8.0%
10.0%
9.5%

6% compared to the prior year. However.
year-to-year earnings were flat, at $1.94 a
share. The bottom-line shortfall can partly
be attributed to higher manufacturing
costs from OMI's suppliers, which were

Cal-

QUARTERLY SALES (§ mill)

Full

endar

Mar.31 Jun.30 Sep.30 Dec.31

Year

then passed along to the company.
We remain cautiously optimistic
about 2012 and 2013. The hospital sup-

2009
2010
2011
2012
2013

1948.6 2013.8 2034.8 2040.4
1969.7 2019.8 2063.9 2070.2
P123.8 21315 2176.7 21959
p225 2250 2275 2300
P340 2330 2405 2400

8037.6
8123.6
8627.9
9050
9475

plies distributor should continue to post
solid sales growth over the next two years,
no easy feat, given the current challenging
purchasing environment. We expect earn-

Cal-
endar

EARNINGS PER SHAREA

Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

ings to recover at a high single-digit clip
this year and next. That said, a recent
10% dividend hike may well soften the

2009
2010
2011
2012
2013

.36
44
45

45
46
46
48 49 .55 .58
.53 .55 .62 .60

44
.50
53

.50
.54
51

1.75
1.94
1.94
2.10
2.30

blow of disappointing earnings trends. The
board of directors recently approved an in-
crease to $0.22 a share, the first of which
is set to be paid in late March.

Cal-
endar

QUARTERLY DIVIDENDS PAID B=

Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

The company will likely face a diffi-
cult near-term operating environ-

2008
2009
2010
2011

13
15
A7
.20

13
15
A7
.20

13
15
17
.20

13
15
17
.20

2012

52
.60
.68
.80

ment. Perhaps the main caveat would be
subdued hospital utilization rates. Al-
though the economy has brightened, high
unemployment continues to deter patient

admissions. Also, elevated inventories at

yearend suggests that purchasing trends
may well be affected by an already ample
supply of goods in hospitals. We are of the
view that the company will be able to
maneuver past these challenges, though.
There are several bright spots. Con-
solidation within the healthcare industry
is a plus for OMI because its diverse port-
folio should be able to accommodate larger
customers. Also, the joint venture with
Mira MEDsource, which allows the compa-
ny to begin product sourcing in China,
may well lead to top- and bottom-line
growth. And improved economic conditions
allow for expansion opportunities.

But there is not much upside to in-
vesting in these shares, given the
recent valuation. Despite solid growth
platforms, the stock is neutrally ranked
for year-ahead relative price performance.
Also, long-term capital appreciation poten-
tial is below average. Although our 3- to 5-
year earnings projections are favorable,
the equity seems adequately priced at
present. One draw for income-oriented in-
vestors is the dividend yield, which at
2.9%, is above the Value Line median.

Nira Maharaj February 24, 2012

(A) Primary thru '96, then diluted. Excl. non- | items: '01, (17¢); '02, 1¢. Excl. disc. ops.: '08, | Sept., Dec. = Div'd reinvestment plan available.
(19¢); 09 (19¢). May not sum due to rounding. | (C) Incl. intang., in '10: $272.1 mill., $4.29/sh.

rec.: '95, (33¢); '98, (20¢); 99, 2¢; '01, (18¢);
Next earnings report due late April.

'02, (5¢); '03, (6¢); '05, (5¢); '06, (17¢); '09,
11¢; '10 (19¢); '11 (13¢). Excl. extraordinary
© 2012, Value Line Publishing LLC. All rights reserved.

(8)

(D) In mill., adj. for split.
Divs. historically paid late March, June,

. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.
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102011 22011 3QU | percent 45 4 - RSOl i d STOCK INDEX

g 8 5y s v T S AP T | WIS P Y TRV 11 Y1 3 ws 13 |
HIUs(000) 60659 58986 58387 [ TTASYPRTRT RS L AR PTR LA P RN A CR KRR RARRTARRA RARRERRTARRFRAARRARAARERERAARRAR Sy 211 27.2
1996 | 19971998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 [ 2006 [ 2007 [2008 [2009 | 2010 [2011 {2012 [2013 | ©VALUELINEPUB.LLC| 15-17

18.65 | 1853 | 2210 | 2523 | 2553 | 2548 | 17.35| 2082 | 2269 | 24.00 | 25.93 | 28.62 | 3349 | 3595 | 36.69 | 41.75| 43.15| 46.40 |Sales pershA 56.00

A48 .75 91 61 .05 40 41 68 83 .96 1.09 1.25 143 1.76 193 2.15 2.40 2.55 |“Cash Flow" per sh 3.25
.34 .60 .61 31 d.30 12 19 42 .60 .66 .73 .86 .96 118 132 143 1.60 1.70 |Earnings per sh AB 2.25
-- -- -- -- -- -- -- -- -- -- -- -- -- -- -- Nil Nil Nil |Div'ds Decl'd per sh Nil
15 15 .35 .38 32 34 18 33 40 .25 .26 .30 46 45 33 45 45 .50 |Cap'l Spending per sh .50
5.55 5.58 5.88 6.19 5.69 455 361 3.69 4.26 5.17 5.67 5.17 5.94 1.14 7.99 8.05 9.80 | 11.80 |Book Value per sh P 18.00

37.06 | 69.56| 70.80| 71.08| 71.08| 7127| 6787 | 6483 | 6496 | 6748 | 67.18 | 64.85 | 5830 | 57.17 | 5547 | 51.00 | 51.00 | 50.00 |Common Shs Outst'g € | 50.00

NMF 317 284 30.1 - NMF 389 216 189 216 26.7 218 179 16.8 16.9 Bold figyres are |Avg Ann'l P/E Ratio 17.0

NMF | 183 148| 172 NMF| 212 123| 100| 115| 144| 116| 108 | 112| 108 ValuelLine | Relative P/E Ratio 115

- .- .- - .- .- .- - .- .- .- .- .- .- estimates | avg Ann’l Divd Yield Nil

CAPITAL STRUCTURE as of 12/30/11 11779 | 1349.9 | 1473.8 | 1619.4 | 1741.6 | 1855.8 | 1952.7 | 2055.2 | 2034.8 | 2130 | 2200 | 2320 |Sales ($mill)A 2800
Total Debt $319.1 mill. Due in 5 Yrs $202.5 mill. 34% | 47% | 51% | 57% | 6.0% | 6.3% | 65% | 7.4% | 82% | 80% | 85% | 85% |Operating Margin 9.0%
LT Debt $318.9 mill LT4';)‘/9'§5C‘$1,F-6 mill 44| 156| 142 202| 227| 243 | 253 | 3L4| 325| 350 380 40.0 |Depreciation ($mill) 480

(45% of Cap') 136 27| 394 43| 505| 568| 580 | 694| 745| 750| 840 880 |Net Profit ($mill) 115

Leases, Uncapitalized Annual rentals $30.1 mill. 38.1% | 38.0% | 29.9% | 36.9% | 37.2% | 39.3% | 38.4% | 37.0% | 37.4% | 36.0% | 37.0% | 37.0% |Income Tax Rate 38.5%

12% | 21% | 27% | 27% | 2.9% | 31% | 3.0% | 34% 37% | 35% | 3.8% | 3.8% |NetProfit Margin 4.1%

No Defined Benefit Pension Plan 889 | 2203 | 2286 | 2652 | 3046 | 2436 | 3236 | 3556 | 3454 | 380 | 480 | 560 |Working Cap'l ($mill) 780
Pfd Stock None -~ | 1500 | 1500 | 1509 | 150.7 | 150.7 | 231.8 | 187.9 | 1957 | 320| 320 | 320 [Long-Term Debt ($mill) 300
Common Stock 51,280,323 shares 2452 | 2392 | 2768 | 3488 | 3809 | 335.0 | 3465 | 4080 | 4429 | 410| 500 | 590 |Shr. Equity ($mill 900
As of 2/3/12 5.6% | 80% | 10.0% | 9.5% | 10.0% | 12.4% | 10.8% | 13.1% | 13.0% | 11.5% | 11.5% | 10.5% |Return on Total Cap'l 10.5%

5.6% | 12.0% | 14.2% | 12.7% | 13.3% | 16.9% | 16.7% | 17.0% | 16.8% | 18.5% | 17.0% | 15.0% |Return on Shr. Equity 13.0%

MARKET CAP: $1.2 billion (Mid Cap) 5.6% | 12.0% | 14.2% | 12.7% | 13.3% | 16.9% | 16.7% | 17.0% | 16.8% | 18.5% | 17.0% | 15.0% |Retained to Com Eq 13.0%
CUR$I$WI|ELI\ET POSITION 2009 2010 12/30/11 -- -- -- -- -- -- -- -- - Nil Nil Nil |All Div'ds to Net Prof Nil
Cash Assets 52.8 29.3 32.4 | BUSINESS: PSS World Medical, Inc. distributes medical products pany’s distributes its products through its Physician Business seg-
Receivables 2279 2472 249.6 | and equipment, pharmaceutical products, healthcare information ment and Extended Care Business division. Has about 3,900 em-
Ion%eenrtory (FIFO) letgsi Zéig zggg technology, physician dispensing solutions and professional serv-  ployees. BlackRock owns 9.7% of common stock; FMR LLC, 7.5%;
Current Assets 541:7 544:6 601:4 ices to healthcare providers including physician offices, long-term  Officers & Directors, 1.6%. President & CEO: Gary A. Corless. Inc.:
Accts Payable 1240 1281 1605 | care and assisted-living facilities, home healthcare and hospice pro- DE. Address: 4345 Southpoint Boulevard, Jacksonville, FL 32216.
Debt Dué 9 8 2 | viders through full-service distribution centers in the U.S. The com-  Tel.: (904) 332-3000. Internet: www.pssworldmedical.com.
8g;ferntLiab. 12(13:% 1382 zgg:g This week we welcome PSS World 31st). We think lingering economic un-

——— Medical to The Value Line Investment certainties and a mild flu season, com-

AfN;\‘UAL RAEES 1535‘ 5P$St ES:d,lg%lO Survey. The company, which was founded pared to the historical norm, will probably
o chenge (persh)  10%rs, - S¥ts, 0= IT 1 in 1983, distributes medical products to limit top-line growth to around only 3% in
“Cash Flow” 125% 16.0%  6.5% physicians, elder care providers, and the March quarter. Specifically, recent
Eiﬁ\llfi'&mgs 19.0%  15.5% g-g‘;ﬁl alternate-site healthcare providers customer losses in the Elder Care business
BoakValue 15% 100% 120% | throughout the United States. Its ought to hinder revenue gains. Even so,

Fiscal UARTERLY SALES S il A = Physician Business division offers medical- share net should advance 8%-10%, aided

vear |; % Sep Per D |(=’m|l\)= per| Fiscal surglpal dlsposable_ supplies, dlagnostlc_& by cost-cutting _efforts, a lower tax rate,

Ends |[JUN.P€r o€p."er DEC.Per Marrer| vear | nondiagnostic equipment, healthcare in- and a reduction in shares outstanding.

2009 14935 5620 5028 4969 |20552| formation technology, and pharmaceutical Our long-term view is more optimis-

2010 14788 4962 5101 549.7 | 20348 products. The Extended Care business, tic. We expect revenue growth to pick up

%gg 2%37 gfég 2%7 gggg ggg Which was r_ebranded_ in _July, _2011, dis- over the next 3 to 5 years, driven by in-

2013 |560 570 575 615 |2300 | tributes medical supplies, incontinent sup- creased utilization of the U.S. healthcare

Fiscal EARNINGS PER SHARE A5 = plies & personal care items, enternal feed- system. Further, management will proba-

Year |5 ber Sen Per Dec.Per MarPer| fiscal| N9 products, point-of-care testing devices, bly invest more heavily in products for

Ends |UN. p. . . Year | and home medical equipment. PSS World elder care, thereby boosting contributions

2009 | 23 37 30 .28 | 1181 pedical went public in May, 1994, issuing from this group. Healthy cash flow genera-

%8%(1) gé g? gg gg ﬁg 1.7 million shares at $11.00 per share. tion in the years ahead ought to support

012 | 8 a2 a3 a7 | 160| The stock has been trending higher in this endeavor. .

2013 59 45 a5 51 | 170| recent months, owing partly to strength- These shares may be of interest to

SPAD ening markets. Indeed, the equity hit a 52- patient, conservative investors. They

Cg" QUARTERLY DIVIDEND: 5”” week low in October, 2011, but since that possess a low Beta (.70), solid Price
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year| gime has bounced back more than 25% in Stability rating, and an Above-Average

2008 price. Still, it is only ranked to mirror the Safety rank (2). In addition, the stock

2009 NO CASH DIVIDENDS year-ahead market. holds worthwhile appreciation potential

200 BEING PAID PSS will likely close fiscal 2011 in out to 2015-2017.

2012 decent fashion (year ends March Randy Shrikishun February 24, 2012
(A) Fiscal year ends March 31st. (C) In millions. (D) Includes intangibles. In fiscal 2010: $209.0 | Company's Financial Strength B++
(B)lDi'{/llJted earnings. Next earnings report due million, $3.77 a share. S:pccé(grgri(t:ﬁ sggiggnce gg
ear ay. | Wi |

v Earnings Predictability 100

© 2012, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
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PEOPLE S UNlTED FlN NDQ PBCT |PRICE 1295 RATIO ].8 8(Med|an 38.0/| PIERATIO 1 30 YLD 49%
High: 5.7 5.9 72| 141| 161 21.6| 22.8| 21.8| 185| 17.1| 145 i
TIVELINESS 3 Rt 612 Low: | 3. 5‘ 4. 4| 44| 51| 69| 114| 143| 148| 139| 147| 122| 105 Tz%rfft zgfg Rzagfg
SAFETY 3 LoweredU25(02 | LEGENDS
— 20.0 x Earnings p sh 110 Percent Dividend 64
TECHNICAL 3 Lowered 14312 | ;- Relative Price Strengn
3-for-2 split 5/04 48
BETA .65 (1.00 = Market) 3-for-2 split 5/05 40
110% Div 407
2014-16 PROJECTIONS | Gptions: Yes =~~~ f—F—F+——F+——+—++—1+—1+—+— 32
Ann'l Total | Shaded areas indicate recessions 24
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Institutional Decisions . “lllnlll.l\.l Iy L / S e o1l [ 1 #Tot 'EIIIESTURV’?‘_:-Fﬁ{I']F-l];
102011 2Q2011  3Q2011 R STOCK INDEX |
to Buy 166 169 169 Eﬁ;?gs”‘ 13 B 00T teasers lyr.  -38 59 [
to Sell 159 196  195| traded AN L] | 3yr. 4181 919 [
Hus(00) 242856 251667 234065 YR VEZTH TP YPCITINIR, | TV | TSRS IR AR AN [ Sy 268 216
On April 16, 2007, People’s United Financial | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 |2008 | 2009 [2010 [2011 |2012 | ©VALUELINEPUB.LLC 14-16
completed its stock offering in connection | 30.60 | 3168 | 3252 | 3170 | 31.99 | 3114 | 29.76 | 4180 | 40.76 | 48.30 | 55.00 | 56.20 [Mortgage Loans persh | 6150
with the second-step conversion of People’s | 27.47 | 2890 | 2075 | 2096 | 3054 | 3042 | 2077 | 4140 | 44.77 | 49.94 | 4950 | 50.00 |Savings Deposits per sh | 55.00
Mutual Holdings and People’s Bank. 08 19 22 32 42 il 52 42 30 24 60 .80 [Earnings per sh A 1.30
People’'s and Holdings converted from a| .28 30 32 36 40 46 46 58 61 62 63 .64 |Div'ds Decl'd per sh Ba 5
mutual holding company structure to the| 322 | 322| 342| 406| 433 | 449 | 1490 | 1501 | 1478 | 1453 | 1500 | 1585 |Book Value per sh 17.10
stock_holdlng company structure. Shares | 29059 | 291.53 | 292.95 | 295.79 | 297.36 | 298.62 | 298.30 | 344.70 | 345.00 | 359.10 | 360.00 | 356.00 | Common Shs Outst'g © | 365.00
were issued at $20 a share, and each out- | 613 | 270 | 279 | 23| 330| 414 | 362 410 | 544 595 212 Avg Ann'l PJE Ratio 20.0
standing share of People’s common was ex- | 3.14 | 147 | 159 | 171| 176 | 224 | 192 | 247 | 362| 38| 133 Relative PIE Ratio 135
changed for 2.1 new shares of People's | 56% | 58% | 53% | 35% | 29% | 27% | 24% | 34% | 3.7% | 4.3% | 50% Avg Ann'l Div'd Yield 3.0%
United Financial common stock. Ryan Beck ™gz95 g62.1 | 7657 | 5879 | 6716 | 7318 | 8939 | 12208 | 1075.9 | 11280 | 1360 | 1415 | Gross Income ($mil) 1800
& Co. served as the underwriter. 39.3% | 30.5% | 25.4% | 18.7% | 20.6% | 27.3% | 24.7% | 23.0% | 17.7% | 11.5% | 10.0% | 85% |Int Costto GrossInc | 19.0%
CAPITAL STRUCTURE as of 9/30/11 24.0 55.4 63.8 93.7 | 1244 | 1240 | 150.7 | 1395 | 101.2 85.7 210 275 | Net Profit ($mill) 475
) . ) 31.2% | 31.1% | 26.6% | 21.4% | 31.6% | 31.8% | 33.4% |32.8% | 29.9% | 32.5% | 33.0% | 33.5% |Income Tax Rate 35.0%
ST Debt $333.4 mill, (6% Debt + Equity) | 9 5on | 649 | 8.3% | 15.9% | 185% | 16.9% | 169% | 11.4% | 9.4% | 7.6% | 15.4% | 19.4% |Net Profit Margin 26.4%
LT Debt $547.1 mill. (9% Debt + Equity) -
11891 | 12261 | 11672 | 10718 | 10933 | 10687 | 13555 | 20168 | 21257 | 25037 | 28000 | 29500 |Total Assets ($mill) 35800
Pension Assets-12/10 $318 mill. Oblig. $344 mill. | 1324.4 | 15959 | 964.3 | 100.0 25.0 -- -- 15.1 148 | 509.3 425 350 |FHLB Advances ($mill) 150
Pfd Stock None 935.0 | 939.6 | 1002.0 | 1199.8 | 1288.6 | 1339.5 | 44454 | 51755 | 5100.7 | 5219.3 | 5400 | 5650 |Shr. Equity ($mill) 6250
Comf"ig;]gf/tffk 360,639,638 shares -- -- -- -- -- -- -- -- -- --| 2100 | 2200 |New Loan Volume ($mill)| 2400
aso
. - . -- -- -- - 3% .3% 3% 3% | 14% | 21% | 15% | 1.0% |Problem AssetstoLns 1.0%
MARKET CAP: $4.7 billion (Mid Cap) T9% | 7% | 86% | 11.2% | 11.8% | 125% | 32.8% | 25.7% | 24.0% | 20.8% | 19.5% | 19.0% |Shr. Eq. to Total Assets | 17.5%
EARNINGS FACTORS 46.4% | 50.8% | 56.5% | 58.2% | 50.4% | 47.4% | 49.1% | 57.9% | 63.6% | 71.9% | 31.5% | 31.0% |G&A Exp to Gross Inc 28.0%
MARGIN (% 20% | .45% | 55% | .87% | 1.14% | 1.16% | 1.11% | .69% AB% | .34% | .75% | .95% |Return on Total Assets | 1.35%
200! 2010 9/30/11 0 0 0 0 0 0 0 (0 0 0 0 0 i 0
Eaming Asset Yield 4.23 37 165 26% | 59% | 64% | 7.8% | 9.7% | 93% | 34% | 2.7% 2.0% | 1.6% | 4.0% | 5.0% |Returnon Shr. Equity 7.5%
Cost of Funds .25 .80 .63 | BUSINESS: People’'s United Financial is a holding company con-  Northeast, including 286 traditional branches, 84 supermarket
Yield-Cost Margin ~ 2.98 3.57 4.06 | taining the former People’s Bank and Chittenden Corp., acquired branches, and over 400 ATMs. Offs./dirs. own 1.3% of common;
. 9 Mos. | January 1, 2008. Provides a full range of financial svcs. to individu-  Capital World Investors, 5.1%; BlackRock, Inc., 6.5% (3/11 proxy).
rg;]ggg’;‘?%s ($mgl %%09 5 4210518 92/:3,2/71% al, corporate, and municipal customers, including lending, cash Has about 5,200 Employees. Chairman: George Carter; Pres. &
Deposits 4 3952 3636 2554.0 | Management, banking, brokerage, equipment leasing, asset man-  CEO: John P. Barnes. Inc.: CT. Addr.: 850 Main St., Bridgeport, CT
FHLB Advances -2 4945 -175.9 | agement, and insurance. Has about 370 branches throughout the  06604. Tel.: 203-338-7171. Internet: www.peoples.com.
Other Borrowing 5.1 357.2 45.8

ANNUAL RATESPast

Past Est'd '08-'10

Share net for People’s United Finan-
cial staged a big turnaround in 2011,
compared to the previous year. The
thrift is enjoying growing benefits from ac-
quisitions that were completed earlier.
What's more, there continues to be decent
organic growth in both loans and deposits
across the business segments. Lastly,
trends in asset quality are fairly encourag-
ing, with nonperforming loans and net
charge-offs exhibiting a general decline
over the past several quarters. As a result,
the company’s bottom line likely surged to
$0.60 a share in 2011, relative to $0.24 in

2010.
Prospects for the new year look good,

as well. Of course, that's based primarily
on our assumption of further (albeit grad-
ual) improvement in the business environ-
ment. Additional repurchases of common
stock should help, too. At this point, we be-

lieve that People’s share net will jump
more than 30%, to $0.80.

of change (persh) 10 Yrs. 5Yrs.  t0'14-16
Mortgage Lns 6.0% 6.5% 6.0%
Savings Dep 6.0% 8.5% 3.5%
Earnings -1.0% -- 26.0%
Dividends 11.0% 10.5% 3.5%
Book Value 18.0% 30.5% 2.5%
Cal- DEPOSITS (§ mill.)
endar |Mar.31 Jun.30 Sep.30 Dec.31
2008 |15160 14532 14152 14269
2009 |14845 15023 15050 15446
2010 |15397 15834 15675 17933
2011 |18110 18278 20487 20900
2012 |21100 21400 21700 22000
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2008 .05 13 14 10 42
2009 .07 .08 .08 .07 .30
2010 .04 .04 .08 .08 24
2011 15 15 15 15 .60
2012 19 .20 .20 21 .80
Cal- QUARTERLY DIVIDENDS PAID Ba Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 | .13 15 15 15 .58
2009 | .15 153 153 153 61
2010 | 153 155 155 155 .62
2011 | 155 1575 1575 .1575 63
2012

Good things appear to be in store dur-
ing the 2014-2016 period. The company
presently operates around 370 branches in
the northeastern United States, including

such promising markets as Connecticut,

Massachusetts, and New York. Further-
more, management tends to enforce strict
underwriting standards, which enabled
the thrift to hold up better than some of
its competitors during the last recession.
Too, acquisitions ought to remain a vital
component of People’s expansion, made
possible by adequate finances. The most
recent purchase was Danvers Bancorp, a
Massachusetts-based firm holding $2.6 bil-
lion in assets and $2.1 billion in deposits.
It should be mentioned, however, that fu-
ture business combinations are not in-
cluded in our presentation because of
many uncertainties.

The stock, though an unexciting
choice for year-ahead relative price
action, is most suitable for conserva-
tive, total return investors. Capital ap-
preciation possibilities look attractive at
the current quotation. What's more, the
present dividend and prospects for addi-
tional increases in the distribution are
decent. Finally, these shares boast an ex-
cellent rating for Price Stability (95 out of
100), as well as a lower-than-market Beta
coefficient.
Frederick L. Harris,

111 January 13, 2012

(A) Diluted earnings. Excludes nonrec. items:
'01, 37¢; '04, 75¢; ‘05, 9¢. Next earnings report

due mid-April.

(B) Dividends historically paid in mid-February,
© 2012, Value Line Publishing LLC. All rights reserved.

May, August, and November. = Dividend rein- | (C) In millions, adjusted for stock splits and div-
vestment plan available.

Prior to 2007, | idend.

People’s owned 57.9% of stock, and historical-

ly waived all but 3% (or less) of its dividends.
Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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Philip Morris International, Inc. became an | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [2007 |2008 | 2009 |2010 | 2011 [2012 | ©VALUELINEPUB.LLC|14-16

independent publicly held company when it - - - - - - --| 3176 | 3290 | 37.58 | 4410 | 4590 Revenues persh 53.75
was spun-off from parent company, Altria - - - -- -- -- --| 38| 381| 455| 550| 595 |“CashFlow” persh 7.25
Group on March 28, 2008. The spin off was . . . - - - --| 332| 326| 392| 485 525 Earnings persh® 630
instituted in order to separate Altria’s .- .- .- .- .- .- --| 100 | 224| 244| 256| 3.8 |Div'ds Decl'd persh © 392
domestic and international businesses. All - - - - - - - 55 38 40 30 .30 [Cap'l Spending per sh 65
Altria’s shareholders on record as of March - -- -- -- -- -- --| 374| 303| 195| 250| 2.0 |Book Value persh P 450
19, 2008 received one share of PM for -- -- -- -- -- -- --|2003.9 | 1887.2 | 1801.8'| 1730 | 1700 [Common Shs OutstgE | 1600
every share of MO they owned. - - - - - - - |17 34| 132 138 Avg Ann’l PJE Ratio 150
88 .89 85 85 Relative P/E Ratio 1.00

CAPITAL STRUCTURE as of 9/30/11 . . - - - - | 20w | 51% | 47% | 38% Avg Ann'l Div'd Yield 4.2%
Total Debt $17759 mil. Due in 5 Yrs $10444 mil. -- -- -- -- -- | 48260 | 55096 | 63640 | 62080 | 67713 | 76250 | 78000 |Revenues ($mill) 86000
LT Debt S12870mil. LT Interest $800 mil el el | -] 1819 | 178% | 176% | 163% | 16.7% | 17.0% | 180% |Operating Margin 18.5%
(84% of Cap) T | -] -] 6580 | 7480 | 8420 | 8530 | 9320| 1075 1100 |Depreciation ($mill 1190

Pfd Stock None -- -- -- -- -- | 6146.0 | 6026.0 | 6890.0 | 6342.0 | 72590 | 8510 | 9055 |Net Profit ($mill) 10400
Pension Assets-12/10 $4.9 bill. Oblig. $5.3 bil. - - - - - [ 22.2% | 28.9% | 28.0% | 29.1% | 27.4% | 29.0% | 29.0% |Income Tax Rate 29.0%
12.7% | 10.9% | 108% | 10.2% | 10.7% | 11.2% | 11.6% |Net Profit Margin 121%

- - - -- -- | 4936.0 [ 6501.0 [ 4795.0 | 3504.0 | 9520 | 760 | 1450 |Working Cap'l ($mill) 2000

o ok 1,736,982,437 shares | e o] | | 22220 |55780 | 11377 | 13672 | 13370 | 12000 | 12500 |Long-Term Debt (Smil) | 10000
-- -- -- -- -- | 14267 | 15401 | 7500.0 | 5716.0 | 3506.0 | 4335 | 3550 |Shr. Equity ($mill) 7150

37.3% | 28.7% | 37.3% | 33.7% | 45.3% | 52.0% | 56.0% |Return on Total Cap'l 60.5%
43.1% | 39.1% | 91.9% | NMF | NMF | NMF | NMF |Returnon Shr. Equity NMF

MARKET CAP: $132 billion (Large Cap) T | - 431% | 39.1% | 64.4% | 35.3% | 80.9% | 93.0% | NMF |Retained to Com Eq 58.0%
CUFF{;EM POSITION 2009 ~ 2010 9/30/11 -- - -- -- -- -- --| 30% | 68%| 61% | 53% | 58% |AllDiv'ds to Net Prof 60%
Cash Assets 1540 1703 3391 | BUSINESS:Philip Morris International, Inc. manufactures, sells, and ~ Africa, 27.5%, Asia, 26.6%, Latin America & Canada, 8.3%. Has 54
ﬁflgﬁ%?ky)l(efmm gggg ggg? %E‘% distributes a wide range of tobacco products in markets outside the factories in various markets around the globe. '10 depreciation rate:
Other 837 727 1004 | United States. The company’s operations are based in Lausanne, 7.3%. Has about 78,300 employees. Chairman and Chief Executive
Current Assets 14682 13756 15000 | Switzerland. Brands include Marlboro, Philip Morris, Chesterfield, Officer: Louis C. Camilleri. Incorporated: Virginia. Address: 120
Accts Payable 670 835 1121 | Parliament, L&M, and Bond Street. 2010 operating profit break- ~ Park Avenue, New York, New York 10017. Telephone: 917-663-
Debt Due 1744 3132 4889 | down: European Union, 37.6%; Eastern Europe, Middle East and  2233. Internet: www.philipmorrisinternational.com.

Other 8764 8837 10040 0 " . " " - - n

Current Liab. 11178 12804 16050 | Philip Morris International likely fin- likely be the primary growth driver. On

— ished 2011 in fine fashion. (Results point, the company will probably add a few
Qmﬁgﬁpﬁgﬁ 1(%?; past Estd 98°10) were released soon after this report bolt-on acquisitions in the near term,

Revenues - . 8.0% reached subscribers.) Recent price hikes, which should further expand its wide foot-

“Cash Flow" - -- 10.0% coupled with cost-saving efforts, probably print. What's more, recent productivity im-

Earnings - -- 105% | jed to a revenue gain of roughly 5% and a provements should also support the bot-

Dividends 13.0% S = h . .

Book Value - .. 75% | double-digit earnings advance in the tom line going forward. All told, share net
fourth quarter. may well grow at a steady clip over the

cal- QUARTERLYREVENUES($m|II) Full . . . i !
endar |Mar3l Jun30 Sep.30 Dec3l| Year The company is returning cash to its 2014-2016 time frame.

stockholders. PM has been actively The company’s balance sheet is in
gggg %gggé %g;gg %ggg i%(l)g g%ggg repurchasing stock in recent months. solid shape. Philip Morris generates a
2010 15587 17383 16936 17807 |67713 | Moreover, the company raised its quarter- hearty cash flow that easily supports its
2011 f6530 20234 20706 18780 [76250 | ly dividend payout by 20%, to $0.77 a operations and shareholder-friendly initia-
2012 17000 20500 21000 19500 |78000 | Share. What's more, the tobacco behemoth tives. In fact, we expect the company to
Cal- EARNINGS PER SHARE AB Ful | @ppears to be in good shape to continue continue repurchasing stock.
endar |Mar31 Jun.30 Sep.30 Dec3l| vear these shareholder-friendly activities for This issue is favorably ranked for the
2008 |79 8l 10l 71 1332 the foreseeable future. year ahead. Accordingly, momentum-
2009 | 74 79 ‘93 80 |32 | We expect 2012 to be another good based accounts might want to consider PM
2010 | 90 107 ‘99 95 |392 | year. The company will likely raise prices shares. Income-oriented investors should
2011 |1.06 135 135 109 |485 | In many of its markets in the coming take a look here, as well. At the current
2012 | 115 140 145 125 |525 | months. This, along with solid profits in quotation, this stock offers a dividend
Cal- QUARTERLY DIVIDENDS PAIDC el Asia, will probably lead to a good showing yield (4.1%) well above the Value Line
endar |Mar3L Jun.30 Sep.30 Dec3l| vear | this year. Revenues should climb at a low median (2.2%). However, we suggest long-

single-digit rate and earnings at a consid- term capital-gains seekers stay on the

%888 51 54 :‘512 :gg %gg erably faster pace. ) sidelines for now. It appears this equity’s
2010 | 58 58 53 64 |23 | Long-term prospects remain attrac- recent performance has discounted much
2011 | 64 64 64 77 |269 | tive. Philip Morris’s recent focus on of its appreciation potential.

2012 emerging markets, most notably Asia, will Richard Gallagher January 27, 2012
(A) Pro forma data before, January 1, 2008. | (D) Includes intangibles. At 12/31/10: $14,034 | (E) In millions. Company’s Financial Strength B++
(B) Diluted earnings. Next earnings report due | mil. ($7.79 per share). Stock’s Price Stability 95
late February. (C) Dividends historically paid in Price Growth Persistence NMF
early January, April, July, and October. Earnings Predictability NMF

© 2012, Value Line Publishing LLC. Al rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind. .
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RECENT PIE Trailing: 13.7)| RELATIVE DIVD
OUEST DlAGNOST, NYSE-DGX PRICE 5770 RATIO 12.7(Mediar?: 17.0] | PIE RATIO 089 YLD 12%
TMELNESs 2 masauon | OV 98| 39 2% 35| 25| U3| 4| o| 37 5% 6| w1 Target Price Range
SAFETY 2 Raised32009 | LEGENDS
—— 13.0 x "Cash Flow" p sh
TECHNICAL 3 Lowered 1209111 | - Relaive Price Sirengin 160
- 2-for-1 split  6/01 120
BETA .70 (1.00 = Market) 2-for-1 ;pht [ T O e i . D 100
2014-16 PROJECTIONS K Hgg(sed?rfeas indicate recessions Ziory - A 80
) ~ Ann’l Total v [ ———" "1
) Price Galrg Retgrn —— o = Y PP CETT A A TR BRI 28
o ‘5 @ 1% I T LA | L @
Insider Decisions T I T ; i.-I,.lII 30
JEMAMIJAS ||||'| it .
By 000000O0O0O D < - L 20
Options 010 3 2 4 3 2 2 1 LR R PO P S B S o o
0Sl 111 4 2 55 3 4 1 T St e T e - % TOT. RETURN 1111 22
Institutional Decisions ° . - THS  VLARITH®
1001 20201 3Q201L STOCK  INDEX
0Buy o0 o e Rercent 20 P T . " 1y 1938 12
to Sell 190 211 260 | yaded 10 bbbtk HITHOTELT T PR T Y)Y P | M TP I PR L TR LTI 3yr. 286 1044 [
HIUs(000) 134506 140786 141636 L e Sy 144 223
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 [2006 [2007 [2008 | 2009 [2010 {2011 [2012 | ©VALUELINEPUB.LLC| 14-16
- 1402 | 1275| 1214 | 1243 | 1838| 1889 | 2097 | 2218 | 24.00 | 27.73 | 3232 | 3455 | 38.04 | 41.67 | 43.05| 47.75| 49.85 Revenues per sh 56.90
d.93 45 .80 74 1.29 1.75 231 2.77 3.16 3.64 432 4.08 475 552 5.70 6.15 6.55 |“Cash Flow" per sh 7.80
d1.78 d.19 22 29 .56 .96 1.61 2.06 2.39 2.66 322 2.84 321 3.88 4.05 4.30 4.70 |Earnings per sh A 6.00
-- -- -- -- -- -- -- -- .30 .36 40 40 40 40 40 AT .71 |Div'ds Decl'd per sh B 1.07
.61 .26 33 43 63 .78 .79 82 82 113 1.00 113 112 93 120 1.20 1.20 |Cap’l Spending per sh 1.30
4.66 451 472 4.86 553 6.96 9.03 | 1121 | 10.72 | 1392 | 1557 | 17.13 | 1892 | 22.30 | 2357 | 23.45| 26.75 |Book Value persh © 38.20
11529 | 119.94 | 120.11 | 177.41 | 186.16 | 192.05 | 195.93 | 213.61 | 21357 | 198.46 | 193.95 | 194.04 | 190.57 | 178.92 | 171.16 | 157.00 | 154.00 |Common Shs Outst'g D | 148.00
-- - 204 218 355 312 219 14.9 179 19.0 171 18.6 15.1 137 13.0 | Bold figyres are |Avg Ann’l P/E Ratio 16.5
1.06 1.24 231 1.60 1.20 85 .95 1.01 .92 .99 91 91 82 ValuejLine Relative P/E Ratio 110
.- .- - - - . % % | % | 8% | 8% | 8% | .8%| U |avgAnnlDivd Yield 1.1%
CAPITAL STRUCTURE as of 9/30/11 3627.8 | 4108.1 | 4738.0 | 5126.6 | 5503.7 | 6268.7 | 6704.9 | 7249.4 | 7455.2 | 7368.9 | 7495 | 7680 |Revenues ($mill) 8420
Total Debt $4203.7 mill. Due in 5 Yrs $1875mill. | 1549 | 17.6% | 20.2% | 21.2% | 20.8% | 21.6% | 20.3% | 21.2% | 22.0% | 21.1% | 19.9% | 20.3% |Operating Margin 21.2%
LT Debt $3367.8 mill. LT Interest $155.0 mil. 1477 | 1314 | 1539 | 168.7 | 1761 | 1974 | 2379 | 2646 | 256.7 | 2540| 280 | 280 |Depreciation ($mil) 260
(49% of Cap) | 1878 | 3204 | 4367 | 507 | 5463 | 6414 | 5538 | 6400 | 730.3| 720.9| 685 | 730 |Net Profit (smil) 895
44.7% | 40.6% | 40.8% | 40.2% | 40.0% | 39.5% | 39.3% | 38.0% | 37.5% | 35.9% | 36.0% | 36.0% |Income Tax Rate 36.0%
Leases, Uncapitalized: Ann’l rentals $174.1 mill. 52% | 78% | 92% | 99% | 9.9% | 10.2% | 83% | 8.8% 9.8% | 9.8% | 9.1% | 9.5% |Net Profit Margin 10.2%
No Defined Benefit Pension Plan 2179 | 1884 | 2720 [d112.7 | d31.8 | 401 | 861 | 2720 | 6202 | 391.1| d115| 85.0 |Working Cap'l ($mill) 480
Pfd Stock None 8203 | 796.5 | 1028.7 | 724.0 | 1255.4 | 1239.1 | 3377.2 | 3078.1 | 2936.8 | 2641.2 | 3365 | 3340 |Long-Term Debt ($mill) 3120
1336.0 | 1768.9 | 2394.7 | 2288.7 | 2763.0 | 3019.2 | 3324.2 | 3604.9 | 3989.6 | 4033.5 | 3680 | 4120 |Shr. Equity ($mill) 5655
Common Stock 157,421,000 shares 9.7% | 13.3% | 13.6% | 17.7% | 14.3% | 15.9% | 9.4% | 10.9% | 11.5% | 11.8% | 11.0% | 11.0% |Return on Total Cap'l 11.0%
14.1% | 18.1% | 18.2% | 22.2% | 19.8% | 21.2% | 16.7% | 17.8% | 18.3% | 17.9% | 18.5% | 17.5% |Return on Shr. Equity 16.0%
MARKET CAP: $9.1 billion (Large Cap) 14.0% | 18.1% | 18.2% | 19.5% | 17.2% | 18.7% | 14.3% | 15.6% | 16.4% | 16.1% | 16.5% | 15.0% |Retained to Com Eq 13.0%
CUR$I$\4I|ELI\|{T POSITION 2009 2010 9/30/11 - .- - 12% | 13% | 12% | 14% | 12% | 10% | 10% | 11% | 15% |All Div'ds to Net Prof 18%
Cash Assets 534.3 449.3  110.8 | BUSINESS: Quest Diagnostics provides diagnostic testing, in- ogy services, and central lab testing performed along side clinical
Receivables 8273 8453  936.3 | formation, and services to patients, physicians, hospitals, research trials. Employs about 42,000. Barrow, Hanley, Mewhinney
Ion%eenrtory (FIFO) géf{ 2:734612 224518 healthcare insurers, employers, government agencies, and other & Strauss own 7.0% of common; officers & directors own 2.8%
Current Assets 1679:4 1605:4 1396:3 commercial clinical labs. It operates a network of more than 2,000 (4/11 proxy). Chairman & CEO: Surya N. Mohapatra, Ph.D.
Pavables & Other 888.7 8653 928.2 patient-service centers and principal labs, as well as about 150 (RETIRING) Inc.: DE. Address: 3 Giralda Farms, Madison, NJ
Debt Due 1705 349.0 835.9 | smaller, rapid-response labs. Offers routine tests, anatomic pathol-  07940. Tel.: 973-520-2700. Web: www.questdiagnostics.com.
Current Liab. 1059.2 12143 17641 | Quest Diagnostics’ board padded the Quest will likely close out 2011 in fine
ANNUAL RATES  Past Past Estd’'08-10| quarterly payout for the first time in fashion. We look for sales to expand
ofchange (persh)  10¥rs. ~ 5Vis. 01416 | more than five years. Indeed, this pro- roughly 2% in the final period, thanks to
Revenues 1106 10596 &5% | vider of diagnostic testing, information, recent acquisitions and decent pricing
Earnings 265% 9.5%  8.0% and services recently raised the annual gains. Adjusted share earnings, which ex-
Dividends -~ 125%  7.0% | dividend 70%, to $0.68 a share. Moreover, clude restructuring and integration activ-
Book Value 155% 125% 120% | jn the accompanying press release, top ities among other things, ought to climb
Cal- | QUARTERLYREVENUES($mill)A | ruil | brass said that the company was looking about 9%, to $1.07 a share.
endar | Mar31 Jun.30 Sep.30 Dec.31| Year | to switch gears in the year ahead. Indeed, Despite some headwinds and the lack-
2008 11785 1838 1827 1800 7249 | management is confident that longer-term luster economic backdrop, we think
2009 (808 1902 1897 1848 |7455 | growth drivers are already in place, so it is the good times will continue to roll in
2010 f1806 1875 1865 1824 17369 | no longer looking to make large or even 2012. Volumes will probably remain under
2011 1822 1903 1906 1864 7495 | mjd-sized acquisitions. Instead, Quest will some pressure, but pricing actions should
2012 f1870 1955 1950 1905 |7680 | focus on improving operational perform- help propel the top line forward by
Cal- EARNINGS PER SHARE A Full | ance and integrating businesses that have 2%-3%. Thanks to ongoing restructuring,
endar | Mar.31 Jun.30 Sep.30 Dec.3l| Year | been acquired. As a result, the company productivity-improvement efforts, and
2008 72 83 84 87 | 327| now plans to return the majority of cash stock repurchasing, share earnings ought
2009 | .89 100 102 97 | 38| flow to shareholders through a combina- to climb approximately 9%, to $4.70.
20010 | 95 107 105 .98 | 405 tjon of dividends and share repurchases. We like this issue’s long-term poten-
2011 93 112 118 107 | 430 nyestors applauded the news. DGX tial. Sure, the stock has traded in a tight
2012 | 106 123 121 120 | 470/ shares soared more than 10%, after the range for the better part of the last
Cal- | QUARTERLY DIVIDENDS PAID & Full | dividend hike was announced, and have decade, mostly between $40 and $60. But,
endar |Mar31 Jun30 Sep.30 Dec3l| Year | continued climbing since. Thanks, in part, we think that an improved economic envi-
2008 | .10 10 10 10 40| to this newfound momentum, we have in- ronment and better industry fundamentals
2009 | 10 10 10 10 40| creased this issue’s Timeliness rank by a will lead to profit growth over the years.
2010 | 101010 10 40| notch, to 2 (Above Average), and now ex- This, in turn, will put some upward pres-
2011110 .10 20 .10 pect the stock to outperform the broader sure on the P/E multiple.
2012 | .17 market in the year ahead. Erik M. Manning December 16, 2011

(A) Diluted earnings. Excludes nonrecurring: | Next earnings report due late January.
'96, d$3.65; '99, d32¢; '00, d3¢; '01, d12¢; '02,

(B) Dividends historically paid mid-January,

$35.05/sh.

1¢; '04, d4¢; 06, d28¢; '07, d$1.10; '08, d1¢. | April, July, October.

Quarterly figures may not

sum due to rounding.

(C) Includes intangibles. In '10: $6.0 billion,

© 2011, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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(D) In millions, adjusted for splits.

Company’s Financial Strength B++
Stock’s Price Stability 95
Price Growth Persistence 65
Earnings Predictability 100

To subscribe call 1-800-833-0046.
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RECENT PIE Trailing: 11.8'}|RELATIVE DIVD
RL| CORPI NYSE-RLI PRICE 69,54 RATIO 15.3(Mediar?: 12.0]| PIE RATIO l 08 YLD 1.7%
TMELNESS 4 wees oo | OV $39) 371 28 32| 30| 00| 8| o8| 40| 428 487 4o Target Price Range
SAFETY 2 Raised62802 | LEGENDS
—— 12.0 x Earnings p sh
TECHNICAL 4 Lowered 1209111 | .- - Relative Price Strength 160
~ 5 for-4 split  6/98 120
BETA .80 (1.00 = Market) %)f(l)lro%ssgllgs 10/02 100
2014-16 PROJ ECT|ON,S haded areas indicate recessions | [ | b p 0 0 bl |eeeeedeaa-- 80
Price  Gain Angéta?rt]al _— L S EEN d 60
High 85 (+20%g 7% i R R 50
Low 60 (-15%) -2% T 40
Insider Decisions get| 30
JFMAMIJAS B i
ot 238998980 il — S - ®
oSl 000010010 FhH | g R T B T % TOT. RETURN 1111 |
Institutional Decisions . Pern e b oo’ THIS VL ARITH*
* STOCK INDEX
vny LS e g i . i B
to Sell 72 71 69 | traded 2 [y T T YT I Fen RO MR 3yr. 577 1044 [
HUs(000) 17499 18545 18436 i IIIIIIIIIII L A Sy 718 223
1995|1996 | 1997 | 1998 | 1999 | 2000 2002 2004 [ 2005 [ 2006 | 2007 [2008 [ 2009 [2010 | 2011 [2012 | ©VALUELINEPUB.LLC|14-16
6.80 6.68 6.57 6.84 989 | 1181 1377 | 1410 18.42 2020 | 19.23 | 21.85 | 2458 | 24.62 | 2314 | 2353 | 26.20 | 36.90 |P/C Prem Earned p sh 62.50
112 121 1.14 1.15 132 1.48 1.62 1.53 1.75 2.14 241 2.94 3.56 3.68 317 3.19 2.95 3.40 |Investment Inc p sh 5.75
d.38 .70 .80 81 87 62 .39 63 148 158 2.69 371 7.04 3.88 4.09 454 6.00 7.40 |Underwriting Inc p sh 745
40 1.30 1.33 133 1.54 145 151 1.86 2.27 247 3.67 438 6.52 4.99 470 531 5.35 4.35 |Earnings per shA 6.00
.20 22 24 .26 .28 .30 32 34 40 51 .63 .75 87 97 1.08 115 1.19 1.23 | Div'ds Decl'd per sh B 1.40
8.08| 1023 | 12.35| 14.13| 1484 | 1666| 1692 | 1850 | 22.02 | 2464 | 2712 | 31.16 | 3495 | 32.98 | 39.14 | 37.75 | 42.15| 43.60 |Book Value per sh 65.65
19.63 | 1955| 2159 | 20.81| 19.75| 19.61| 19.83 | 2468 | 25.17 | 2532 | 25,55 | 2427 | 2216 | 2147 | 2126 | 20.96 | 21.00 | 19.50 |Common Shs Outst'g © 16.00
104% | 101% | 122% | 138% | 113% | 107% | 124% | 141% | 143% | 154% | 170% | 166% | 163% | 163% | 130% | 146% Price to Book Value 110%
20.9 79| 113| 147| 109| 123| 139| 140| 138| 154| 125| 118 88| 108 | 108| 104 | Boldfigiresare |Avg Ann'l P/E Ratio 120
1.40 49 .65 .76 .62 .80 71 .76 .79 81 .67 .64 A7 .65 72 .67 Value|Line Relative P/E Ratio .80
24% | 21%| 16%| 1.3% | 16% | 17%| 15% | 13% | 13% | 13% | 14% | 15% | 15% | 18% | 21% | 21% | ="' |AvgAnn’lDivd Yield 1.9%
CAPITAL STRUCTURE as of 9/30/11 2730 | 3481 | 4636 | 5113 | 4913 | 530.3 | 5445 | 5288 | 4920 | 4934 550 720 | PIC Premiums Earned 1000
Total Debt $100.0 mill. Duein 5 Yrs $32.0 mill. 57.1% | 58.4% | 60.2% | 59.9% | 51.1% | 48.4% | 35.1% | 46.7% | 41.3% | 40.8% | 38.0% | 42.0% |Loss to Prem Earned 52.0%
(10% of Cap) 34.7% | 18.6% | 31.8% | 32.3% | 34.9% | 34.3% | 36.3% | 37.5% | 41.0% | 39.9% | 39.0% | 38.0% |Expense to Prem Writ 34.0%
o Pt 82% | 231% | 8.1% | 7.8% | 14.0% | 17.3% | 28.6% | 15.8% | 17.7% | 19.3% | 23.0% | 20.0% |Underwriting Margin 14.0%
Leases, Uncapitalized Annual rentals $3.4 milion 1 00— 30 | 23.4% | 2L0% | 26.0% | 32.7% | 27.0% | 30.6% | 3L0% | 3L7% | 320% | 3L0% |Income Tax Rate 30.0%
No Defined Benefit Pension Plan 30.2 38.2 58.6 64.4 969 | 109.8 | 166.7 | 1086 | 101.7 | 110.2 110 85.0 | Net Profit ($mill) 95.0
43% | 40% | 34% | 36% | 37% | 41% | 48% | 52% | 44% | 46% | 45% | 4.6% |Invinc/Total Inv 5.5%
Pfd Stock None 1391 | 1719 | 2134 | 2469 | 2736 | 2771 | 2627 | 2419 | 2539 | 2515 | 2850 | 3075 |Total Assets ($mill) 4000
3354 | 456.6 | 554.1 | 6237 | 6929 | 756.3 | 7744 | 7082 | 8323 | 7914 885 850 | Shr. Equity ($mill) 1050
Common Stock 21,081,400 shs. 9.0% | 8.4% | 106% | 10.3% | 14.0% | 145% | 21.5% | 15.3% | 12.2% | 13.9% | 12.5% | 10.0% |Return on Shr. Equiy | 9.0%
MARKET CAP: $1.5 billion (Mid Cap) 72% | 69% | 89% | 84% | 11.8% | 12.1% | 18.9% | 12.4% 9.5% | 10.1% | 10.0% | 7.0% |Retained to Com Eq 7.0%
EINANCIAL POSITION 2009 2010 9/30/11 20% | 17% | 16% | 19% | 16% | 16% | 12% | 19% 2% | 2% | 22% | 28% |All Div'ds to Net Prof 23%
Borf?i’g“') 1485.3 14413 1530.2 | BUSINESS: RLI Corp., through its subsidiaries RLI Insurance and ~ cense Express Services, Inc. Has 670 employees. State Street
Stocks 262.7 321.9 331.3 | Mt Hawley, writes multiple lines of insurance on an admitted basis owns 9.7% of common stock; Franklin Res., 8.8%; Neuberger
Other 790.7 _751.4 _932.9 | in all 50 states. Also underwrites specialty property and casualty in-  Berman, 7.9%; Gerald Stephens, 6.3%; dir. & off., 12.8%. (3/11
Total Assets 2538.7 2514.6 2794.4 | surance on an admitted basis and excess and surplus business on  proxy). Pres. and CEO: Jonathan E. Michael; Chairman: Gerald D.
Unearned Prems 3125 3015 361.6 | a non-admitted basis. Underwrites earthquake risks (in California). ~ Stephens. Add.: 9025 North Lindbergh Drive, Peoria, lllinois 61615.
gfﬁgr“’es 1%3?2 1%471:732 %ggg Other companies in the group include: Replacement Lens, Inc.; Li-  Tel.: 309-692-1000. Internet: www.rlicorp.com.
Total Liab'ties 17064 17232 19269 | RLI Corp. posted a year-over-year vestment yields likely remain con-
ANNUAL RATES Past Past Estd'08-10| €arnings increase during the Septem- strained.) The probable decrease in the un-
ofchange (persh)  10Yrs.  5Yrs.  to'14'16 | ber quarter. Earnings per share on an derwriting margin (100% minus the com-
Premium Inc 95%  45%  17.5% operating basis, exclude capital gains and bined ratio) largely reflects a decrease in
E‘;’ﬁﬁ;g‘;ome 00 3 3% | losses from the investment portfolio, were favorable reserve development, which adds
Dividends 145% 160%  4.5% $1.23 for the period, a $0.04 increase over to earnings, relative to 2011's un-
Book Value 9.0% 85% 10.0% | the year-ago tally. The combined ratio was sustainable level. For instance, we look for
Cal- | NETPREMIUMS EARNED(S mill) Fun | @ solid 83.1% during the quarter, which favorable reserves of $90 million this year,
endar |Mar31 Jun.30 Sep.30 Dec.3l| Year | Was even W|th_ I_ast year's comp_arable- while our expectation for_ next year is
2008 11360 1323 1309 1296 | 5088 | period tally. This implies that the insurer about $50 million (which is closer to the
2009 1257 1225 1227 1211 | 4920 | made nearly $17 in pretax profits for every 2008-2010 mean of about $55 million).
2010 1163 1218 1283 127.0 | 4934 | $100 in policies that it insured. The top The company’s finances appear to be
2011 [116.1 1308 1466 1565 |550 | line also increased, thanks to new busi- in pretty good shape, in our view. This
2012 |165 175 185 195 720 | ness wins, coupled with rate increases in should enable RLI to benefit from likely
cal- EARNINGS PER SHARE A Full | some product segments. Meantime, net in- improving industrywide conditions.
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | Vestment income declined about 5% rela- These shares have catapulted in price
2008 | 1.03 153 112 131 | 499 tive to 2010, owing to reduced yields on over the past three months. We believe
2009 | 1.03 132 118 117 | 470| fixed-income securities. this reflects investor optimism regarding
2010 94 152 119 166 | 531| We estimate a year-over-year earnings the prospects of the insurance industry.
2011 | 111 191 123 110 | 535| decline in 2012, though we believe This sector is cyclical in nature, and we
2012 | 110 112 105 108 | 435| this requires an explanation. Though think a gradually improving economy
Cal- | QUARTERLY DIVIDENDSPAIDB= | gy | We look for a solid gain in net premiums augurs well for pricing conditions going
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | earned next year, thanks to hardening forward. However, though we like the RLI
2007 | 20 20 22 2 84| conditions in the broader insurance mar- story, much of the good news appears to be
2008 | 23 23 25 %% 97| ket, we forecast an uptick in the combined baked into the current price, as these un-
2009 | .26 27 27 27 107 | ratio. (It should be noted that much of the timely shares are trading well within our
2010 | .28 28 29 29 1.14 | estimated increase in investment income 3- to 5-year Target Price Range.
2011 | .29 30 30 30 for 2012 reflects increased cash flow, as in- Alan G. House December 16, 2011

(A) Dil. egs. Excludes cap. gains and losses |'08
beginning in 2002. Excludes extraordinary | report due early Feb.

(B) Div'ds. historically paid in mid-March, June,
Sept.,
Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

gain;

(charges)/gains: '02, (11¢); '06, 89¢; '07, 39¢;
© 2011, Value Line Publishing LLC. All rights reserved.

'01, 8¢. Excludes nonrecurr

ing

, ($1.39); '09, ($0.38); '10, 69¢. Next egs.

available.

and Dec. = Divid. reinvestment plan

Excludes special
$7.00/share paid on 12/29/10.
(C) In mill., adj. for stock splits.

dividend of | Company’s Financial Strength B++
Stock’s Price Stability 95
Price Growth Persistence 90
Earnings Predictability 70

To subscribe call 1-800-833-0046.
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TECHNICAL 4 Lowered 1120122 e Relative Price Sirengih 80
BETA .65 (1.00 = Market) haded areas indicate recessions 28
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High Péige +Gza5i3r;/ naegg/?na NTH NIl "HII!III . IIIill PRI L I gg
lon 35 ((-15%; 2% : —ATILE Ll 20
Insider Decisions ! |'+L‘]T'-I pugpu ey, | et 15
FMAMIJJASOEFP:. || ||||I||I L i
©Bly 00000000 0 teuefll e spettene 17 10
Optons 0 0 03 00200 . I L oo | eses®e, L oo’ ° '.- et e |75
foSel 000600000 Ly P EO s = 5 9% TOT. RETURN 12/11 .
Institutional Decisions * THIS VL ARITH*
1001 20201 3Q201L STOCK  INDEX
ony  pg gy gy |Perent 12 — ; Ly 173 89
to Sell 77 68 68 | traded 4 YTV OO AR TTTY T 011 T Ot A i 3yr. 617 919 [
HUS(000) 41564 41010 41196 T Ererrereeer e RARRRARRARE RRARRRRERRRFRRARRARRAR RARRRARRARIFRRARRARNAE [ITIErII, Sy 658 216
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [2007 [2008 | 2009 |2010 | 2011 [2012 | ©VALUELINEPUB.LLC |14-16
4465 | 46.11| 49.36| 5343 | 5651 | 58.04| 59.23 | 5692 | 58.95 | 6139 | 61.91 | 68.67 | 7528 | 82.63 | 84.00 | 89.54 | 87.20 | 93.35 |Sales pershA 121.20
1.78 1.96 2.28 243 261 271 2.77 2.85 297 3.04 3.06 339 375 437 449 5.03 5.13 5.55 |“Cash Flow"per sh 6.85
.84 .92 1.02 1.00 1.08 1.10 1.03 121 1.29 138 144 152 1.68 2.00 191 2.31 2.28 2.50 |Earnings per sh B 325
.25 .26 32 32 33 .36 .36 .36 .36 40 44 44 44 48 48 A48 .52 .52 | Div'ds Decl'd per sh Cs .60
6.82 747 8.17 8.82 955 | 1023 9.61 985 | 1071 | 1176 | 1272 | 1410 | 1524 | 1705 | 16.73 | 18.16 | 19.84 | 22.00 |Book Value per sh 29.40
46.37 | 46.46| 46.60 | 46.55| 46.45| 46.22| 4632 | 4645| 4622 | 46.73 | 47.89 | 4756 | 4834 | 4831 | 4855 | 49.14 | 49.15| 49.50 |Common Shs Outst'gD | 49.50
125 135 145 17.7 171 12.3 134 135 11.3 139 16.0 152 177 173 132 133 17.0 Avg Ann’l P/E Ratio 13.0
.84 .85 84 .92 97 .80 69 74 64 .73 .85 82 94 1.04 .88 .85 1.07 Relative P/E Ratio .85
24% | 21% | 22% | 18% | 18% | 27%| 26% | 22% | 25% | 21% | 19% | 19% | 15% | 14% | 19% | 16% | 1.3% Avg Ann'l Div'd Yield 1.4%
CAPITAL STRUCTURE as of 10/2/11 27433 | 2644.2 | 2724.7 | 2868.6 | 2964.7 | 3265.9 | 3639.2 | 3992.4 | 4077.8 | 4400.5 | 4285.6 | 4620 |Sales ($mill) A 6000
Total Debt $287.3 mill. Due in 5 Yrs $99.7 mill. 30.7% | 31.4% | 31.4% | 31.8% | 31.8% | 32.5% | 32.9% | 33.1% | 32.9% | 32.6% | 32.9% | 33.0% |Gross Margin 33.0%
Lgog?bgtgfessﬁ-gomg'é o b interest $2137[;/°gf"ga 0 | 66% | TO% | 66% | 66% | 65% | 65% | 68% | 7.2% | 7% | 76%| 75% | 7.7% Operating Margin 73%
( ! verage: 105 (23% ) 137 143 117 138 145 152 164 176 189 199 204 215 |Number of Stores 235
48.0 56.4 59.9 64.7 68.6 723 80.7 96.8 922 | 1120 1115 125 | Net Profit ($mill) 160
Leases, Uncapitalized Annual rentals $97.6 mill. 38.6% | 34.4% | 35.0% | 36.0% | 36.2% | 36.2% | 38.1% | 37.2% | 37.7% | 37.2% | 38.5% | 37.0% |Income Tax Rate 37.0%
Pension Assets-9/11 $234.6 mill. ) 17% | 21% | 22% | 23% | 2.3% | 22% | 2.2% | 24% | 23% | 25% | 26% | 2.7% |Net Profit Margin 2.7%
Oblig. $301.0 mill 1123 | 1661 | 1616 | 1880 | 1341 | 982 | 735 | 664 | 714 | 1429 280.3| 380 |Working Cap'l ($mill 500
Pfd. Stock None 156.4 | 1852 | 1575 | 157.6 | 1551 | 2283 | 2559 | 311.0 | 355.6 | 296.1 | 2834 275 |Long-Term Debt ($mill) 200
4454 | 4577 | 4953 | 549.7 | 6089 | 6705 | 736.6 | 823.8 | 8122 | 8924 | 975.1| 1090 |Shr. Equity ($mill) 1455
Common Stock 49,280,833 shs. 92% | 97% | 10.1% | 10.1% | 9.8% | 8.8% | 9.0% | 9.4% 8.6% | 10.0% | 9.6% | 9.5% |Returnon Total Cap'l 10.0%
as of 11/21/11 . _ 10.8% | 12.3% | 12.1% | 11.8% | 11.3% | 10.8% | 11.0% | 11.7% | 11.4% | 12.6% | 11.4% | 11.5% |Return on Shr. Equity | 11.0%
MARKET CAP: $2.0 billion (Mid Cap) 70% | 8.1% | 8.7% | 84% | 7.8% | 7.0% | 8.1% | 8.9% | 9.2% | 93% | 8.8% | 9.0% |Retained to Com Eq 9.0%
CU%'?\/IIIEL’\I{-B— POSITION 2009 ~ 2010 1072111 | 3505 | 30% | 28% | 29% | 30% | 29% | 26% | 24% | 19% | 26% | 23% | 21% |AllDiv'ds to Net Prof 19%
Cash Assets 37.3 73.6  164.5 | BUSINESS: Ruddick Corp. is a holding company with two wholly Has 24,500 employees. Officers & directors own 1.2% of common
mt\e/gilt\tl)?ele(ilFO) 35%8% 388%‘ Zé;% owned subsidiaries: Harris Teeter, Inc., a southeastern regional su-  stock; T. Rowe Price Trust Company, 8.0%; Neuberger Berman
Other 466 515 261.0 | permarket chain; and American & Efird, Inc., a manufacturer and  Group LLC, 12.2%; BlackRock, Inc., 6.2% (12/11 Proxy). Chair-
Current Assets 4743 5450 759.7 | distributor of industrial sewing thread, with operations in North man, President, & CEO: Thomas W. Dickson. Inc.: North Carolina.
Accts Payable 227.9 2287 252.9 | Carolina and 22 countries. The Jordan Graphics, Inc. subsidiary ~Address: 301 S. Tryon St., Suite 1800, Charlotte, N.C. 28202. Tele-
Debt Due 16.6 18.8 3.9 | was sold in 1/96. Assets from Threads USA were acquired in 6/96. phone: 704-372-5404. Internet: www.ruddickcorp.com.
Other 158.4 1545 222.6 - -
Current Liab. 2029 4000 4794 | Ruddick Corporation seeks to become Maryland, and coar?tal Delaware.dThe com-
——— Harris Teeter Supermarkets. The com- pany may even choose to pay down por-
e s toae ton B2 | pany recently filed for the official name tions of its long-term debt or possibly boost
Sales 40% 65%  55% change after completing the sale of Amer- the dividend.
“Cash Flow” 6.0%  9.0%  6.0% ican & Efird Corporation, its thread- Customer metrics have improved
Earninge 16 836 10% | making subsidiary, for $180 million in gradually, along with the greater mar-
Book Value 65% 7.0%  85% cash to KPS Capital Partners, LP. It also ket. Shoppers have been frequenting the
Riscal | ~ QUARTERLY SALES (§ mill) A Fan | intends to switch its ticker symbol from grocery store more often of late, as trans-
gﬁgg Dec.Per Mar.Per Jun.Per Sep.Per F\i(seg?l RDK to HTSI. The fresh look should serve action volumes and overall basket prices
2008 19767 9755 10135 10267 39924 to reinforce the business’s goal of becom- continue to rise. Many consumers have
2009 9949 10100 10248 10481 |4077g | ING @ pure regional supermarket chain. opted to purchase prepared or organic
2010 10405 10714 10986 1190.0 |42005| The company probably stumbled com- specialty items and cook in their own
2011 10323 10501 11017 11015 |42856 | iNg out of the gate in fiscal 2012 (year homes. This trend has been bolstered by
2012 110 1130 1160 1220 4620 | ends September 30th). Its focus on driv- the increasing popularity of individuals
Fiscal EARNINGS PER SHARE A B Fai | iNg units and transactions likely hurt the seeking more health-conscious items with
gﬁgg Dec.Per Mar.Per Jun.Per Sep.Per FY'Z‘;?' bottom line some, as elevated promotional a lower cost than restaurant offerings.
2008 B 50 = 5T 200 activities gave way to tighter margins. Al- These shares have fallen a notch in
2009 47 18 a7 29 | 191 though sales ought to register an advance Timeliness since our October review,
2010 49 57 59 %6 | 231] In fiscal 2012, and stringent cost controls and are now ranked to mlrror_the proader
2011 | 71 54 54 50 | 298| should help preserve margins and share market averages over the coming six to 12
2012 57 62 65 66 | 250| earnings, we have reduced our outlook. We months. Investors may want to shy away
Cal- | QUARTERLY DIVIDENDS PAID= © Fun | now anticipate top-line growth of about 8% from this stock for now, since it holds poor
endar |Mar31 Jun.30 Sep.30 Dec3l| vear | @Nd share net around $2.50. capital appreciation potential to 2014-2016
2008 | 12 0 0 0 m Ruddick will likely utilize the pro- and appears to be selling at a premium on
2009 | 12 12 12 12 48| ceeds from its divestiture for expan- a price-to-earnings basis. All told, we be-
2010 | 12 1 1 1 ‘49| sion. It plans to build a market presence lieve better-defined, long-term investment
2011 | 13 13 13 13 52 | in the Washington, D.C. metro area, which options exist elsewhere, at this juncture.
2012 | 13 includes northern Virginia, southern Kenneth J. DeFranco, Jr. January 27, 2012

(A) Periods end on last Sunday in calendar

quarter.

Fiscal year ends on Sunday closest to

Sept. 30th.

(B) Pro-

forma through '96, diluted thereafter.

Earnings may not sum due to rounding. Ex-
cludes nonrecurring items: '01, ($1.05); '02,

($0.09); '09, ($0.13); '11, ($0.41). Next earn-
ings report due early February.
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plan available.
(D) In millions.

(C) Dividends historically paid in early January,
April, July, and October. = Div'd reinvestment

Company’s Financial Strength B+
Stock’s Price Stability 90
Price Growth Persistence 95
Earnings Predictability 95

To subscribe call 1-800-833-0046.
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Sl 000000000 9 TOT. RETURN /12
Institutional Decisions THIS  VLARITHY
oo0e, STOCK INDEX
ody a7z aao| Deemt 28 T Ly 24 00 T
to Sell 140 143 141 | traded 8 [ U vy Ty Till 3yr. 349 1238 [
HId's(000) 153470 156829 155816 1 N 5yr.  -30.7 272
SAIC, Inc., a scientific, engineering, and [ 2002 | 2003 [ 2004 | 2005 [ 2006 [2007 |2008 [2009 | 2010 [2011 |2012 [2013 | ©VALUELINEPUB.LLC|15-17
technology applications company, was - - - --| 2013 | 2163 | 2480 | 27.95 | 30.71 | 31.55| 32.55| 35.65 |Revenues per sh A 4545
founded by J. Robert Beyster, Ph.D. and a 107 | 113| 132| 153 | 18| 175| 185 210 |“CashFlow” persh 2.70
small group of scientists in 1969. The com- 1.01 93| 110 125| 151| 140| 150 170 |Earnings persh AB 225
pany held an initial public offering in Octo- - - .- .- . . Nil Nil | Div'ds Decl'd per sh Nil
ber, 2006, and sold 86.25 million shares for 18 15 15 15 20 20 20 20 [Cap'l Spending per sh 25
net proceeds of $1.24 billion. 373| 460 513 | 590| 688 | 7.85| 940 | 1110 |Book Value persh © 17.45
412.00 | 413.00 | 406.00 | 388.00 | 362.00 | 341.00 | 341.00 | 341.00 |Common Shs Outst'y P | 341.00
CAPITAL STRUCTURE as of 10/31/11 185 19.9 175 145 112 10.6 | Bold figures are |Avg Ann’l P/E Ratio 18.0
Total Debt $1852 mill. Due in 5 Yrs $559 mill. 100| 106| 105| 97| 71| 66| Vaueline IRelative PJE Ratio 1.20
LT Debt $1299 mill. LT Interest $77.0 mill. - - -- -- .- .| estmaes o ayg Annl Div'd Yield Nil
(Total interest coverage: 12.2)  (36% of Cap) 7792.0 | 8294.0 | 8935.0 | 10070 | 10846 | 11117 | 10755 | 11100 | 12150 |Revenues ($mill) A 15500
73% | 79% | 83% | 86% | 89% | 96% | 85% | 8.7% | 8.9% |Operating Margin 9.0%
Leases, Uncapitalized Annual rentals $139.0 mill. 70.0 720 80.0 89.0 930 | 1110 110 115 120 |Depreciation ($mill) 135
) _ 3548 | 369.0 | 386.0 | 447.0 | 500.0 | 569.0 | 485| 520 | 590 |Net Profit ($mill) 780
Pension Assets-1/11 $111.0 m'”c-)bl. $131.0 mil 28.9% | 38.8% | 38.3% | 36.4% | 37.4% | 35.6% | 37.5% | 37.5% | 37.5% |Income Tax Rate 37.5%
19 $1sLLmi 46% | 44% | 43% | 44% | 46% | 5% | 45% | 47% | 4.9% |Net Profit Margin 5.0%
Common Stock 341,207,669 shs. 2912.0 | 1282.0 | 1405.0 | 1534.0 | 1487.0 | 2101.0 | 1425 | 1565 | 1725 |Working Cap'l ($mill) 2350
1192.0 | 1199.0 | 1098.0 | 1099.0 | 1103.0 | 1849.0 | 1300 | 1250 | 1200 |Long-Term Debt ($mill) | 1100
(Includes 181,000,000 Class A preferred 10-vote 2807.0 | 1536.0 | 1901.0 | 2084.0 | 2291.0 | 2491.0 | 2680 | 3200 | 3790 |Shr. Equity ($mill) 5955
shares) et 100% | 15.2% | 144% | 15.3% | 15.9% | 14.0% | 13.0% | 12.5% | 12.5% |Returnon Total Cap'l | 1L5%
12.6% | 24.0% | 20.3% | 21.4% | 21.8% | 22.8% | 18.0% | 165% | 15.5% |Return on Shr. Equity | 13.0%
MARKET CAP: $4.4 billion (Mid Cap) 12.6% | 24.0% | 20.3% | 21.4% | 21.8% | 22.8% | 18.0% | 16.5% | 15.5% |Retained to Com Eq 13.0%
2010 10/31/11 .- .- .- -- -- -- - Nil Nil | All Div'ds to Net Prof Nil

BUSINESS: SAIC, Inc. provides scientific, engineering, systems in-

commercial markets. Also has energy, healthcare, environmental,

Cash Assets 861 1367 1463 ) ! ) ) . ) )
Receivables 2044 2095 2219 | tegration, and technical services and solutions to various branches and cyber security operations. Has about 43,400 employees. Of-
Inventory (FIFO) 288 387 309 | of the U.S. military, agencies of the U.S. Department of Defense, ficers & directors own 1.3% of common stock (4/11 proxy). Chair-
Other il - - | the intelligence community, the U.S. Department of Homeland man: Kenneth Dahlberg. Chief Executive Officer: Walter
Current Assets 3193 3849 3991 | gecurity, other U.S. government civil agencies, state and local gov-  Havenstein. Inc.: DE. Address: 1710 SAIC Drive, McLean, VA
é‘é%ttsguaeyame 119% 121; 1ggg ernment agencies, foreign governments, and customers in selected  22102. Tel.: 703-676-4300. Internet: www.saic.com.

Other 512 528 611 | The story at SAIC, Inc. remains un- Its high win rate for new project submis-
Current Liab. 1706 1748 2698 | changed. The company likely finished sions and large investments in corporate
ANNUAL RATES  Past Past Est'd’08-10| 2011 with lackluster results. Indeed, we and defense security software have the
ofchange (persh) ~ 10Yrs.  5Yrs. 10’1517 | anticipate both the top and bottom lines business poised to record solid sales and
Revenues - o B2 | fell year to year, some 3% and 7%, respec- share-net gains in 2013.

Earnings - .- 100% | tively. Performance has been stifled by A concern for digital safety could pro-
Dividends - -- Nil | federal budget uncertainty, which has vide the company with a financial
Book Value - -~ 195% | Jargely halted ongoing programs and windfall. Indeed, cybersecurity remains
fiscal | QUARTERLY REVENUES ($mill)~ | Full | pushed back project starts. Moreover, gov- an enterprise risk that continues to evolve.
Begins |Apr.Per Jul.Per Oct.Per JanPer| Year | ernment agencies have been attempting to Financial institutions are focused on
2009 | 2649 2749 2765 2683 |10846 | stretch current resources further, rather safeguarding customer assets, health
2010 | 2685 2794 2869 2769 | 11117 | than purchase costly third-party services agencies have begun switching to digital
2011 | 2688 2596 2811 2660 |10755 | and solutions. records, and energy entities have shifted
2012 | 2740 2790 2840 2730 |11100 | The company ought to bounce back in toward SmartGrid technology. Further-
2013 | 3000 3050 3100 3000 |12150 | 2012. Although federal spending levels more, telecommunications firms are seek-
§scal EARNINGS PER SHARE A B il | will probably decline, a few key areas may ing to insure quality call service while pro-
Begins |Apr.Per Jul.Per Oct.Per Jan.Per| Year | experience growth this year. Sectors such tecting consumers from fraudulent activ-
2009 29 31 34 31 | 125| as cybersecurity, energy, healthcare, in- ities. SAIC has developed the Ilatest-
2010 32 42 A1 36 | 151 telligence, and logistics should receive the generation applications and solutions for
2011 1 3 32 .35 37 | 140 lion’s share of government funding. SAIC’s these sectors. Thus, its prospects appear
2012 134 38 41 37 | 150| pook-to-bill ratio presently hovers around bright three to five years hence.

2013 | 39 43 46 42| 1701 13 and its total backlog now clocks in at These good-quality shares are
Cal- QUARTERLY DIVIDENDS PAID Full | more than $18 billion. These factors augur neutrally ranked for year-ahead price
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | well for revenues and share earnings going performance. That said, this stock holds
2008 forward. wide capital appreciation potential to
2009 NO CASH DIVIDENDS SAIC should be off to the races by 2015-2017. Long-term investors may want
2010 BEING PAID 2013. The company has submitted propo- to take note of this intriguing issue.

ggg sals of over $30 billion awaiting decision. Kenneth J. DeFranco, Jr. March 2, 2012
(A) Fiscal year ends January 31st. (C) Incl intang. In 2010: $1.9 bill., $5.22/sh. Company’s Financial Strength B++
(B) Diluted earnings. Excludes discontinued | (D) In millions. Stock’s Price Stability 100
operations: '06, 7¢; '07, 7¢; '08, 2¢; '09, 1¢; Price Growth Persistence 35
'10, 12¢. Next earnings report due late March. Earnings Predictability 95
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loSeH' 2 305 .l'l 100 e Thosee = .1, % TOT. RETURN 12/11 .
Institutional Decisions P e THIS  VLARITH*
1001 20U 300U | percent 36 LA STOCK  INDEX
to Buy 205 158 185 | shares 24 \ 1 lyr. -3.9 5.9
to Sell 175 213 193 | traded 12 o L TR A N nnnn 3yr. 59 919 [
Hid's(000) 342599 354068 335018 1 P rTCeL | FrT Pem Erer  rweeees e e e R AR RE AR R ORI Sy 340 216
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 [ 2004 | 2005 {2006 [2007 |2008 [2009 [2010 (2011 |2012 | ©VALUELINEPUB.LLC|14-16
3837 | 39.00| 47.22| 4994 | 5847 | 6343 7027 | 7347 | 80.04 | 80.02 | 8548 | 91.31 | 96.08 | 102.83 | 105.20 | 111.55 | 129.85 | 136.90 |Sales per sh A 162.50
153 1.80 2.26 273 338 381 4.64 481 3.75 3.25 348 4,01 4.45 491 487 476 5.35 5.60 |“Cash Flow"per sh 6.90
.68 97 1.25 1.59 1.88 213 259 2.76 1.80 1.25 1.40 1.73 1.99 221 1.75 155 1.75 1.85 |Earnings per sh B 2.60
-- -- -- -- -- -- -- -- -- -- 15 22 27 32 .38 46 .56 .64 |Div'ds Decl'd per sh © .90
1.86 2.68 451 6.29 828 | 1069 12.07 8.23 8.20 962 | 1095 | 12.88 | 1523 | 1582 | 12.74 | 1357 | 13.75| 14.35 |Book Value per sh 16.45
42740 | 442.80 | 476.20 | 490.30 | 493.60 | 504.10 | 488.10 | 441.00 | 444.20 | 447.70 | 449.40 | 440.10 | 440.10 | 428.90 | 388.30 | 368.00 | 335.00 | 325.00 |Common Shs Outst'g © | 300.00
143 17.8 20.7 26.3 251 220 185 11.8 11.7 17.0 158 15.7 172 124 118 143 12.0 Avg Ann’l PJE Ratio 15.0
.96 111 1.19 1.37 143 143 .95 64 67 .90 .84 .85 91 .75 .79 .92 .75 Relative P/E Ratio 1.00
- - - - - - - - - % | 8% | 8% | 12% | 19% | 21% | 2.7% Avg Ann’l Div'd Yield 2.3%
CAPITAL STRUCTURE as of 9/10/11 34301 | 32399 | 35553 | 35823 | 38416 | 40185 | 42286 | 44104 | 40851 | 41050 | 43500 | 44500 |Sales ($mill) A 48750
Total Debt $5048.3 mill. Due in 5 Yrs $2093.5 mill. | 33205 | 33.7% | 32.3% | 32.1% | 31.4% | 31.3% | 31.3% | 31.0% | 31.5% | 31.1% | 30.8% | 30.9% |Gross Margin 31.0%
h\Tchimézr?ﬁiOc?"!ianzéﬂ'|2§°;§§‘ $230.0 mil 104% | 10.0% | 7.2% | 5.8% | 59% | 6.4% | 6.7% | 6.8% | 6.2% | 57% | 54% | 5.4% |Operating Margin 5.6%
(LT interest CRTIod 4 B 0] hiorest 1773 | 1695 | 1817 | 1802 | 1775 | 1761 | 1743 | 1739 | 1725| 1694 | 1700 | 1675 |Number of Stores 1750
coverage: 4.2x) (48% of Cap'l) | 1327.7 [ 1309.4 | 8021 | 5602 | 6291 | 7741 [ 8884 | 9653 | 720.7[ 589.8 | 620 | 625 [Net Profit ($mill) 800
40.2% | 37.2% | 36.0% | 29.4% | 34.4% | 37.6% | 36.7% | 35.8% | 29.4% | 33.0% | 33.0% | 33.5% |Income Tax Rate 34.0%
Leases, Uncapitalized Annual rentals $470.5mill. | 390 [ 4.0% | 23% | 16% | 16% | 19% | 21% | 2.2% | 18% | 14% | 14% | 1.4% |Net Profit Margin 1.6%
) . . .| d570.8 | 3228 434 | d194.4 | d561.5 | d1036 | d1129 | d523.0 | d4125 | dB8L.2 | d475| d425 |Working Cap'l ($mill) d250
Pension Assets-12/10 $1.7bil. - Oblig. $23bill. | o705 o | 75915 | 70723 | 61237 | 5605.3 | 5036.6 | 4657.7 | 47008 | 4360.9 | 4300.0 | 4100 | 4000 |Long-Term Debt ($mil) | 4000
Pfd Stock None 5889.6 | 3627.5 | 3644.3 | 4306.9 | 4919.7 | 5666.9 | 6701.8 | 6786.2 | 4946.4 | 4993.3 | 4605 | 4665 |Shr. Equity ($mill) 4935
Common Stock 339,900,000 shs. 122% | 134% | 94% | 72% | 7.8% | 89% | 9.3% | 9.8% 93% | 7.8% | 85% | 9.0% |Returnon Total Cap'l 10.5%
. 22.5% | 36.1% | 22.0% | 13.0% | 12.8% | 13.7% | 13.3% | 14.2% | 14.6% | 11.8% | 13.5% | 13.5% |Return on Shr. Equity 16.0%
MARKET CAP: $7.2 billion (Large Cap) 22.5% | 36.1% | 22.0% | 13.0% | 11.9% | 12.0% | 1L.6% | 12.3% | 115% | 84% | 9.5% | 9.0% |Retained to Com Eq 105%
CU%?ELNLT POSITION 2009 ~ 2010 9/10/11 -- - - - T% | 12% | 13% | 14% | 21% | 29% | 31% | 34% |All Div'ds to Net Prof 35%
Cash Assets 4715 7788  180.5 | BUSINESS: Safeway Inc. operates about 1,700 supermarkets in retailer in Mexico (results are reported on a 1-month delay). Has
mt\e/gilt\tl)?ele(ilFO) Zgééé 22%2 2‘71%8%1 the California, Pacific Northwest, Rocky Mountain, Southwest, Mid- 180,000 employees (80% unionized). 2010 depr. rate: 5.7%. Black-
Other 3225 2734 3019 | Atlantic, and Western Canada regions, most with #1 or #2 market ~Rock, Inc. owns 7.1% of stock; FMR Corp., 6.4%; officers & direc-
Current Assets 3825.3 4233.0 37614 | share. Operates 32 manufacturing and processing facilities. Acg'd.  tors, 2.8% (3/11 proxy). CEO: Steven A. Burd. Inc.: DE. Address:
Accts Payable 2458.9 2533.4 2290.7 | Vons Co., 4/97; Dominick's, 11/98; Carr-Gottstein, 4/99; Randall's, 5918 Stoneridge Mall Road, Pleasanton, CA 94588-3229. Tele-
Debt Due 540.8 536.3  842.3 | 9/99; Genuardi's, 2/01. Has a 49% interest in Casa Ley, a food phone: 925-467-3000. Internet: www.safeway.com.
Other 1238.1 12445 1203.9 . - . -
Current Liab. 12378 43142 43369 | Safeway likely entered 2012 with solid that this weakness, a challenge shared by
———— momentum. The top line has been climb- many food retailers, will spark greater
OAf'mh’g’:L(pErAsTh)Es jpast - Past Estd 08101 ing at a mid-single-digit clip, thanks large- competition for market share, causing fur-
Sales 65% 55%  7.5% ly to higher prices, inside the company’s ther erosion in Safeway's operating mar-
“Cash Flow” 40% 7.0%  6.0% supermarkets and especially at its gaso- gins. For now, though, we think the com-
Earninge o A% 8% | line pumps — it operates fuel centers at petitive environment will remain suffi-
Book Value 55% 8.0%  25% nearly one-quarter of its stores. Operating ciently rational to allow share net to edge
cal QUARTERLY SALES (S mill) A Ful profits haven't been able to keep pace with ahead about 5%, to $1.85, in 2012.
enga;r MarPer Jun.Per Sep.Per Dec.Per Y:ar revenues, partly reflecting the increasing Safeway continues to emphasize re-
2008 | 9999 10120 10169 12816 |zatoa| "X of fuel sales. Excluding fuel and gift turning cash to shareholders over ex-
2009 | 9237 9462 9458 12694 |40851 card commissions, though, operating mar- panding the store base. In fact, the
2010 | 9327 9519 9400 12804 | 41050 | 9iNS increased slightly in the September retailer is even tightening its geographic
2011 | 9772 10196 10064 13468 |43500 | Quarter. Meanwhile, profits, which likely footprint. The company has reached an
2012 110100 10400 10300 13700 |44500 | advanced nearly 15%, to $1.75 a share, in agreement to sell 16 of its stores in the
cal- EARNINGS PER SHARE A B Ful 2011, have been getting a nice boost below Philadelphia market and plans to close or
endar |Mar.Per Jun.Per Sep.Per Dec.Per| Year the operating line from lower interest sell its 11 remaining locations there. Safe-
2008 2 03 % 8 | 201 costs and a shrinking share base. way still operates about 125 locations in
2009 2 57 a1 53 | 175 Identical-store sales are a mixed bag. and around Washington, D.C., though the
2010 5 37 ) %1 | 155| The trend, at least, is moving in the right vast majority of its operations are west of
2011 | 29 4 38 67 | 175]| direction, with “comps” progressing from the Mississippi River.
2012 31 44 41 69 | 185| negative territory in 2010 to a modest gain These shares offer solid total return
Cal- QUARTERLY DIVIDENDS PAID © ull of 1.5% in the September period. The im- potential to 2014-2016. The stock is also
endar |Mar3l Jun.30 Sep.30 Dec3l| vear | PrOvement has been driven by price in- a timely selection for the year ahead,
2008 | 069 069 083 083 304| creases, which have been implemented to though market support for this equity
2009 | 083 083 .10 10 37 | offset inflationary pressures on costs of would likely falter if the retailer needs to
2010 | 10 10 1 1 44 | goods sold. Volumes, on the other hand, adopt more aggressive pricing tactics to
2011 | 12 12 145 145 53 | have faltered, as consumers appear to be counteract the weakness in volumes.
2012 | 145 sticking to their budgets. One concern is Robert M. Greene, CFA  January 27, 2012

(A) Fiscal yr. ends on Sat. nearest Dec. 31. In-
terim periods are 12, 12, 12, and 16 wks. long.
(B) Based on diluted shares out. Next egs.
report due Feb 23rd. Excl. nonrecur. gain /

© 2012, Value Line Publishing LLC. All rights reserved.

losses: '01, d15¢; '02, d$3.04; '03, d$2.18; 05,
d15¢;°'06, 21¢; '09, ($4.41); '11 Q1, d22¢. Excl. | justed to sum to full-year total.

extra. loss: '97, 13¢. '02 results exclude |(C) Div'ds paid in Jan., April, July, Oct.
Dominick’s (loss of $1.47), which was tempo- | (D) In millions, adj. for stock split.

Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

rarily classified as a disc. op. Quarterly egs. ad-
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To subscribe call 1-800-833-0046.




WPD-6 (16)

Page 43 of 51
RECENT PIE Trailing: 19.1 RELATIVE DIVD i
SCHEIN (HENRY) INC.nogussc [ 7315080 17,22 ) e L14[E Nl
TMELNESS 3 weeosono | 1OV 298) 2681 B0 BT B3| Ha| s8] B3| B 26| B9 @7 Target Price Range
SAFETY 3 New1211/%8 LEGENDS 2015 2016 |2017
—— 14.0 x "Cash Flow" p sh
TECHNICAL 3 Raisedtytyi1 |-+ Relaive Price Sirengtn 160
- 2 for-1 split  3/05 120
BETA .80 (1.00 = Market) Optons:Yes 1T 1 1T T T Jeeeeedeeae- 100
2015-17 PROJECTIONS haded areas indicate recessions 1 80
Price  Gain Ang’éta?rt]al Zfor-1 t e LT K I N il s 60
Hgh 110 (+50%) 11% L SN TN 1 eI 50
Low 75 (+5%3 1% , ! I ol 40
Insider Decisions s "JLH»rp* I 30
MAMJJASON |
By 000000000 ! . 20
opions 12 0 0 0 0 1 0 0 2| —r([![ulll! L R O 15
Sl 900001002 it I PRI PSS o Lo P AT % TOT. RETURN /12 |
Institutional Decisions L (I PO S oo THIS  VLARITH*
1000 200U 300U | percent 24 S iy SToCk oK
Nl T Tss  Tep| Shares 16ty T — T sy, 894 1238 [
HUs(000) 83426 84366 83015 L A ez i Sy 306  27.2
1996 | 19971998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [ 2007 [2008 [2009 [2010 [2011 (2012 |2013 | ©VALUELINEPUB.LLC|15-17
18.63 | 2160| 23.95| 28.08| 2843 | 29.97| 3207 | 3832 | 46.86 | 53.23 | 5823 | 66.07 | 7157 | 7214 | 81.87 | 92.85| 99.45 | 99.05 |Sales pershA 118.25
.61 .76 .99 1.08 1.24 144 1.66 2.02 2.17 2.56 2.80 345 3.90 4.07 473 5.38 5.70 6.15 |“Cash Flow" per sh 7.20
A7 .52 12 12 84 1.01 131 1.55 1.53 182 2.04 2.58 2.97 318 358 397 430 4.75 |Earnings per shA 5.65
-- -- -- -- -- -- -- -- -- -- -- - Nil Nil |Div'ds Decl'd per sh Nil
.25 23 42 42 .35 54 54 45 44 .58 .76 .63 57 57 42 .50 .55 .55 |Cap'l Spending per sh .65
6.55 5.85 5.171 6.36 6.91 797 978 | 1147 | 1276 | 1412 | 1662 | 1987 | 2162 | 2385 | 26.23 | 27.05| 31.15| 35.75 |Book Value per sh B 51.30
4454 7029 80.24| 8141 | 8377| 8537| 8808 | 8752 | 86.65 | 87.09 | 8850 | 89.60 | 89.35 | 90.63 | 91.94 | 89.93 [ 88.00 | 87.00 |Common Shs Outst'g © 85.00
36.7 324 214 16.4 111 17.6 17.8 16.9 219 22.0 235 216 177 14.6 15.9 15.9 | Bold figyres are |Avg Ann’l P/E Ratio 16.5
230 187 143 93 V) 90 97 9| 116| 117 | 127| 115| 107 97| 101| 102| Vauelline |Relative P/E Ratio 110
.- .- .- - - .- .- .- .- - .- .- .- .- .- .| estmatesavg Anm'l Divd Yield Nil
CAPITAL STRUCTURE as of 12/31/11 2825.0 | 3353.8 | 4060.3 | 4635.9 | 5153.1 | 5920.2 | 6394.9 | 6538.3 | 7526.8 | 8350.2 | 8750 | 9100 |Sales ($mill)A 10050
Total Debt $418.5 mill. Due in 5 Yrs $75.0 mill. 79% | 81% | 6.8% | 74% | 7.2% | 7.8% | 8.1% | 84% | 84% | 7.8% | 8.3% | 8.4% |Operating Margin 9.0%
LTT tht.’tt$36~°;-5 mill ,ng'g‘e’es‘ $20.0 mill 283| 368| 513| 603| 649| 739 | 781| 8L5| 1012| 1159 118| 120 |Depreciation ($mill 130
(Totalnterestcoverzge: 1669 pofcaply | 1176 | 1395 | 1366 | 1624 | 1831 | 2350 | 2100 | 2873 | 3340 | 367.7| 385 | 415 et Proit smil) 480
Leases, Uncapitalized Annual Rentals $60.1 mill. 37.0% | 37.4% | 37.1% | 36.7% | 35.6% | 33.9% | 33.2% | 32.8% | 31.9% | 35.4% | 31.0% | 31.0% |Income Tax Rate 31.0%
No Defined Pension Benefit Plan 42% | 42% | 34% | 35% | 3.6% | 40% | 42% | 44% | 44% | 44% | 4.4% | 4.2% |Net Profit Margin 4.8%
6042 | 637.3 | 7368 | 860.3 | 834.8 | 9082 | 8826 | 1127.2 | 1001.2 | 1000.9 890 | 1165 |Working Cap'l ($mill) 2200
Preferred Stock None 2426 | 2471 | 5257 | 4895 | 4558 | 4233 | 266.6 | 2434 | 3953 | 3635| 350 | 345 [Long-Term Debt ($mill) 300
Common Stock 89,928,082 shares 861.2 | 1004.1 | 11061 | 12295 | 1471.0 | 1780.0 | 1932.2 | 21615 | 24116 | 24322 | 2740 | 3110 |Shr. Equity ($mil) 4360
115% | 11.9% | 8.9% | 10.2% | 10.2% | 11.2% | 12.6% | 12.2% | 12.2% | 13.1% | 12.5% | 12.0% |Return on Total Cap'l 10.5%
13.7% | 13.9% | 12.3% | 13.2% | 12.4% | 13.2% | 14.0% | 13.3% | 13.9% | 15.1% | 14.0% | 13.5% |Return on Shr. Equity 11.0%
MARKET CAP: $6.6 billion (Large Cap) 13.7% | 139% | 12.3% | 13.2% | 12.4% | 132% | 14.0% | 13.3% | 13.9% | 15.1% | 14.0% | 13.5% |Retained to Com Eq 11.0%
CURSWI'ELI\ETPOSITION 2009 2010 12/31/11 -- -- -- -- -- -- -- -- -- - Nil Nil [All Div'ds to Net Prof Nil
Cash Assets 471.2 150.3  147.3 | BUSINESS: Henry Schein, Inc. is the world's largest distributor of medical products (19.2%), veterinary supplies (20.4%), and soft-
Receivables 7254 8858  888.2 | healthcare products to office-based practitioners in the combined ware and related products (2.7%). Has 13,500 employees. Off./dir.
Ion%eenrtory (FIFO) ZE% %g% gggg North American and European markets. Serves about 700,000 cus- own 3.3% of common; T. Rowe Price, 11.9%; FMR, 6.3%, Black-
Current Assets 2203:5 2169:3 2272:5 tomers worldwide, incl. dentist practitioners, labs, physician offices, Rock, 6.8% (4/11 Proxy). Chair/CEO: Stanley M. Bergman. Pres.:
Accts Payable 5211  590.0 621.5 animal health clinics, government and other institutions. Distributes ~ James P. Breslawski. Inc.: DE. Addr.: 135 Duryea Rd., Melville, NY
Debt Dué 245 46.0 55.0 | dental (consumables 42.2% of '10 sales; large equipment, 15.5%), 11747. Tel.: 631-843-5500. Internet: www.henryschein.com.
8g;fémuab_ 1332:; ligg:i lggié Henry Schein closed 2011 on a high tive purchases that will complement its
— . note. A better market environment (both current roster or widen its global distribu-
AfN;\‘UA'- RAEES 1535‘ 5P¢St Esgd,lg%lo domestically and abroad) lifted demand for tion network. In addition, the company
o chenge (persh)  10¥re, - Suis, OBIT | its medical, dental, and animal healthcare will likely earmark $50 million-$55 million
“Cash Flow” 14 5% 135%  8.0% businesses, while internal improvements for capital expenditures this year. And, we
Eiﬁ\llfi'&mgs 15.5% 14.5% 8-5,21/51 and the integration of recent acquisitions believe it will use resources to capture ad-
BoakValue 140% 135% 125% | helped the company gain traction over the ditional market share.
- course of the year. Furthermore, strength The company is well positioned for
Cal- |  QUARTERLY SALES ($ mill) A Ful | at the electronic and financial services near- and long-term growth. We look
endar |Mar.Per Jun.Per.Sep.Per. Dec.Per.| Year | 1 \ginesses bolstered its Technology and for revenues and share earnings to climb
2009 (1485 1607 1660 1786 |65383| \/alue-Added services group. All told, the at a 5%-10% clip, annually, through 2013.
%gﬁ %;gg %fgg %ffg ggfg §§’§8§ top and bottom lines expanded 16% during Stock buybacks have helped boost per-
2012 2070 2150 2180 2350 | 8750 the fourth quarter, which included an ex- share comparisons in the past few
2013 |2175 2275 2075 2375 | 9100 tra week in 2011, and were up 11% for the quarters, and the company has $1_00 r_ml-
" full year. lion left on the current authorization,
Cal- EARNINGS PER SHARE Ful | Management has been hard at work. which ought to lift share net. Further
endar Mar.Per.Jun Per.Sep.Per. Dec.Per| Year | The company’s 2012-2014 strategic plan is down the road, management targets more
2009 | 64 .81 80 93] 318} \ye|| under way, and it ought to focus on than $10 billion in sales by 2015. And, we
%8%(1) gg 18(1) gg lgg ggg improving the cost structure and its pro- think the aforementioned restructuring ef-
2012 | 100 105 105 120 | 30| cesses. All told, we believe this restructur- forts will help profits advance at a steady
2013 | 115 120 120 120| 475/ ing campaign will help bolster margins clip to that period.
SPAD and improve profitability going forward. These shares offer modest long-term
Cg" QUARTERLY DIVIDEND: 5”” But, HSIC may incur between $11 million capital appreciation potential, as they
endar | Mar31 Jun.30 Sep.30 Decdll Year | 5nq ¢13 million ($0.08-$0.10 a share) in are already trading near the low end of
2008 restructuring charges this year. Likewise, our 2015-2017 Target Price Range. Also,
2009 NO DIVIDENDS Schein may well continue to build its this issue is neutrally ranked for year-
%gﬂ) BEING PAID global platform, as it realigns its various ahead relative price performance.
2012 business segments. It may well eye accre- Orly Seidman February 24, 2012

(A) Fiscal year ends last Saturday of Decem-

Quarterly earnings may not sum due to round-

ber. Diluted earnings. Excludes nonrecurring | ing. Next earnings report due late April.

losses: '00, $0.16; '02, $0.01; '03, $0.02; '05,

$0.08;

'07, $0.02;

'08, $0.30;

(B) Includes intangibles, In '10, $1.83 hill.,
'09, $0.26. | $19.90/share.

© 2012, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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(C) In millions, adjusted for a stock split.

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

To subscribe call 1-800-833-0046.
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S”_GAN HOLDlNGS NDQ-SLGN PRICE 3773 RATIO 13.0(Mediar?: 120, | PIE RATIO 0 93 YLD 12%
TMEUNESS 2 paedon | Mo 43| 08] 109) 10 188/ 18] 23] 00 2o1] 298] e 468 Target Price Range
SAFETY 3 Raised10606 | LEGENDS
—— 7.0 x "Cash Flow" p sh
TECHNICAL 4 Raised 123011 | ;- Relative Price Sirength 80
~ 2-for-1 split  9/05 60
BETA .75 (1.00 = Market) é f(l)lro %ss%s 5/10 > for-T £0
2014-16 PROJECT|AON,|ST al haded areas indicate recessions [] ,,!I!i T 40
Price Galrfl’ ngetg?na 7‘-“‘ =1 R S n‘l'm.-"—'l’"_ gg
O IV Ik e i 10 4
Insider Decisions L — LN I,II" ! 15
FMAMIJJASO —_— | III| o
0Bly 000000000 i AL 10
Options 0 0 0100101 M, ! B | e 75
oSl 000400401 | | R oar o eanes % TOT RETURN 1011 "
Institutional Decisions vl ”I” | . |I I|| S VLART
1000 20U 300U | percent 18 Gl STOCK  INDEX
toBuy 80 93 79 | shares 12 “H - .“ .° t t Iy 150 12
to Sel 107 119 109 | traded 6 RN RGGT™ T T | TN TR LN LW LT, [INN 3yr. 794 1044 [
HUs(000) 48086 49898 49228 lllu..l T lnulunl II|IIIIIIII III IIIIIII L (I Sy 930 223
1995|1996 | 1997 | 1998 | 1999 2000 2001 | 2002 | 2003 005 | 2006 [ 2007 [2008 [2009 | 2010 [2011 {2012 | ©VALUELINEPUB.LLC |14-16
2318 | 2003 | 2381 | 2646 | 2651 | 2718 | 27.27| 31.63 32.72 33.48 3548 | 3872 | 41.04 | 40.05| 43.95| 51.15| 52.15 |Sales per sh 60.00
141 1.55 1.65 1.85 1.76 1.88 2.02 2.32 2.73 2.90 3.06 345 3.62 398 411 4.95 5.20 |“Cash Flow" per sh 5.80
.36 .69 .60 67 49 53 71 80 113 1.26 1.37 161 1.72 2.07 1.89 2.62 2.95 |Earnings per sh A 345
-- -- -- -- -- -- -- -- 11 .20 .24 32 34 .38 42 44 .46 |Div'ds Decl'd per sh B 52
.94 82 118 1.25 1.26 1.30 1.63 1.45 1.39 120 1.62 2.05 1.62 130 151 2.35 2.30 |Cap’l Spending per sh 1.45
d3.14 d.89 d.78 d.69 d.29 21 87 1.65 2.80 3.67 4.88 6.63 6.90 8.96 792 9.60 | 10.70 |Book Value per sh © 13.55
60.65| 7545| 7303 | 7019 | 70.81| 7141 | 7292 | 7309 | 7398 | 7454 | 7518 | 7548 | 76.05 | 7657 | 69.88 | 70.00 [ 70.00 |Common Shs Outst'g O | 70.00
- 12.0 119 72 5.2 8.2 10.7 9.0 10.2 126 14.2 16.4 144 121 16.2 148 Avg Ann’l PJE Ratio 12.0
69 62 41 34 A2 58 51 54 67 N 87 87 81| 104 95 Relative P/E Ratio 80
-- -- -- -- -- -- - 10% | 13% | 12% | 12% | 14% | 15% | 14% | 1.1% Avg Ann’l Div'd Yield 1.4%
CAPITAL STRUCTURE as of 9/30/11 1941.0 | 1988.3 | 2312.2 | 24204 | 2495.6 | 2667.5 | 2923.0 | 3121.0 | 3066.8 | 3071.5 | 3500 | 3650 |Sales ($mill) 4200
Total Debt $1430.9 mill. Due in 5 Yrs $364 mill. 13.3% | 13.2% | 12.4% | 13.1% | 13.2% | 13.4% | 13.8% | 13.5% | 145% | 14.6% | 14.5% | 14.5% |Operating Margin 14.0%
Hﬁs{’ﬁ:ﬁ;ﬁ85;‘;;”Tot;ﬂg:‘%g:éfi"s”}ﬂ) 955 | 949 | 1107 | 1185 | 1212 | 1262 | 1380 | 1440 | 1453 | 1429 160| 160 |Depreciation ($mill 165
: e i (sgs% of Capl) | _386| 522 586 832| 947 | 1040 | 1228 | 1316 | 1504 | 1447| 185| 210 | Net Profit (Smil) 240
Leases, Uncapitalized: Annual rentals $29.4 mill. 40.0% | 39.5% | 40.0% | 41.2% | 39.1% | 33.0% | 36.5% | 35.7% | 35.6% | 34.7% | 34.5% | 34.5% |Income Tax Rate 34.5%
20% | 26% | 25% | 34% | 3.8% | 3.9% | 42% | 42% 52% | 47% | 53% | 5.6% |NetProfit Margin 5.7%
Pension Assets-12/10 $494.2 mill. ) 119.9 | 204.9 | 1945 | 2115 | 2003 | 2848 | 2803 | 2824 | 489.9 | 4404 | 710 | 775 |Working Cap'l ($mill) 925
bid Stock None Oblig. $54L.4 mill. | gggg | 9357 | 9539 | 819.9 | 6995 | 9292 | 8796 | 7260 | 7733 | 8907 | 1300 | 1300 |Long-Term Debt ($mill) | 1200
Common Stock 69,802,589 shs. 151 | 631] 1208 | 2074 | 2734 | 3665 | 5001 | 5246 | 6858 | 5536 | 670 | 750 | Shr. Equity ($mill 950
as of 10/31/11 89% | 85% | 87% | 10.5% | 11.9% | 10.2% | 11.0% | 12.5% | 12.6% | 11.9% | 11.0% | 11.5% |Return on Total Cap'l 12.5%
NMF | 82.7% | 48.5% | 40.1% | 34.6% | 28.4% | 24.6% | 25.1% | 23.2% | 26.1% | 27.5% | 27.5% |Return on Shr. Equity 25.5%
MARKET CAP: $2.6 billion (Mid Cap) NMF | 82.7% | 48.5% | 36.1% | 29.2% | 23.5% | 19.7% | 20.1% | 19.0% | 20.3% | 23.0% | 23.0% |Retained to Com Eq 21.5%
CUR$|$W||ELI\ET POSITION 2009 2010 9/30/11 .- .- - 10% | 16% | 17% | 20% | 20% | 18% | 22% | 17% | 16% |All Div'ds to Net Prof 15%
Cash Assets 305.8 175.2  140.5 | BUSINESS: Silgan Holdings, Inc. manufactures consumer goods America. Has around 7,400 employees. Officers & directors own
Receivables 196.6 2144 579.5 | packaging products. It produces steel and aluminum containers for ~ 29.7% of outstanding common shares;Wellington, 6.3% BlackRock,
Ion%eenrtory (Avg Cst) 321% 4%22 Sﬁgg human and pet food; metal, composite, and plastic vaccum 5.8% (4/11 Proxy). Pres. & CEO: Anthony J. Allott. Co-chairmen: R.
Current Assets 914:2 864:5 1345:6 closures for food and beverage products; and custom designed Philip Silver & D. Greg Horrigan. Incorporated: Delaware. Address:
Accts Payable 2778 2889 278.9 plastic containers, tubes and closures for a variety of end markets. 4 Landmark Square, Suite 400, Stamford, CT 06901. Telephone:
Debt Dué 26.1 13.9 118.2 | The company has over 60 manufacturing facilities throughout North  203-975-7110. Internet: www.silganholdings.com.
85;‘;;“‘ Liab. }ég:g }éﬁ’ égg:g Silgan Holdings will I_ikely report take a bit longer, bL_Jt, overall, 2012 num-
— 1 strong 2011 results. Despite the various bers should post a nice advance over 2011.
AfN'G‘UAL RAThES 1535‘ 5P$St 53:41251'610 headwinds faced over the course of the The balance sheet remains in decent
ofchenge persh) 10¥rs, - SYis, 0116 1 vear, the company has been able to expand shape. Capital will likely be deployed
“Cash Flow” 80% 95%  6.5% both its top and bottom lines from 2010’'s strategically, as has been done in the past.
Eiﬁ\llfifgimgs 10.5%  15.5% 1%%] figures. Indeed, pressure came from a Additional acquisitions may be in the
BoakValue 21 335% 178% | weak fruit and vegetable pack season, cards. Indeed, Silgan remains on the
- stagnant demand for single-serve lookout for attractive opportunities. Stock
cal- QUARTERLY SALES (§ mill ) Ful | beverages, and economic troubles in buybacks may also be on the horizon, as
endar | Mar31 Jun.30 Sep. 30 Dec.31] Year | £\,rone. Results, however, were supported there is still a good amount remaining in
2008 | 6798 7353 9643 7416 31210/ phy recent acquisitions, price increases, and the company's $300 million share-
%g?g ggig gggg ig(l)g? ;2115‘61 gg?gg improvements in productivity. All told, the repurchase authorization.
2011 | 7031 8222 11480 8267|3500 | Company should register a share net of Regulatory issues in France may
2012 | 7750 835 1200 840 | 3e50 | about $2.60 on revenues of $3.5 billion. boost Silgan’s operations in the long
EARNINGS PER SHARE A The outlook for 2012 appears even term. The country is considering banning
eﬁs;r Mar31 Jun. 30 Sep. 30 Dec. 31 5“" better. The closures business should ad- bisphenol A (BPA) from use in food con-
: ' p. : € | vance, as volumes are expected to improve tainers in 2015. Over the past five years,
2008 | 28 44 69 31| 1720 anqd  the pass-through of higher Silgan has been investing in BPA replace-
%888 gg fé gg g% %g; polypropylene costs that strained results ment technology. The passing of this legis-
2011 37 5112 %0 | 26| In 2011 should not be a factor next year. lation could open the doors to new op-
2012 48 00 12 ‘55 | 295 | The metal container segment is also likely portunities in Europe.
UARTERLY DIVIDENDS PAID® to gain some ground with the help of Momentum investors may want to
Cg" MQ31 Tun30 Seo.30 Decl 5”” recently acquired Vogel&Noot and Nestlée take shares of Silgan Holdings into
endar | Mar.o. Jun.cd oep.ou DEC.Sll YA | pring” PetCare. Too, the vegetable and consideration, as they are ranked to out-
%ggg 82 83 83 gg .32 fruit season should return to normal levels pace the broader market over the next six
2009 '092 '092 '092 '092 '33 next year, and customer inventory reduc- to 12 months. Their 3- to 5-year appreci-
2010 | 105 05 105 105| 4| tion is not expected to reoccur. Improve- ation potential is subpar, however.
2011 | 11 1 1 on ment in the plastics business will probably Marija Dabovic December 30, 2011

(A) Diluted earnings. Excludes nonrecurring
et: '02, 2¢; '03, (23¢); '04, 2¢; '05, (9¢

items, n

); | Jun,

(B) Dividends historically paid mid-Mar, mid-

mid-Sept, mid-Dec.

11 20¢. May not sum due to rounding. Next | (C) Includes Intangibles. In '10: $396.8 million,
earnings report due early February.

© 2011, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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$5.68/share.

(D) In millions, adj. for splits.

Company’s Financial Strength B+
Stock’s Price Stability 90
Price Growth Persistence 95
Earnings Predictability 95
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STER'CYCLE |NC RECENT 88 09 PIE 28 4(Trai|jng:31.0 RELATIVE l 86 DIVD Nl
. NDQ-SReL PRICE Y |RaT0 20,4 \Median: 200 | PERATIO L.OOQ | YLD |
meuness 3w | o] T57] 193] TeST 508 o1a] 3] 8] sA| ma %3] 1| %8 Tget e Rnge
SAFETY 2 Rasedd2il | LEGENDS ;
3 i o %e%lsati)sle%a:is?el:sl?rvevn rtJhSh 200
TECHNICAL 3 Rasedu | -, Relave & 4 20
BETA .70 (1.00 = Market) 2for-1split 607 [ [ | | 0 0 0 || |eeeeedeaaaa
2015-17 PROJECTIONS K Hgg(sed?rfeas indicate recessons } — (L 4t . o o o  lee-eeedes--- 100
} ~ Ann'l Total 2-for- pthlp @ 80
) Price Galrfl’ Retgrn ) | ! R SRR oy 60
[0 105 (1300 4o L1 S %
Insider Decisions ttl 40
AMJJASOND T 30
wBly 000000000 digppanl! =
W 071010001 = — -2
0 Sel o e ceoeapet®om” oo 0
Institutional Decisions , Jﬂﬂl’w" e /DTOTTEETUS,’E‘A%s_«
b e ol e 5
©Sel 258 237 205 | Shares 20 IR b hp P eI 11T PRI [ 3y 717 1238 [
HUs(000) 75852 76686 78558 O R Sy. 1182  27.2
1996 | 19971998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 [ 2006 [ 2007 [2008 [2009 | 2010 [2011 {2012 [2013 | ©VALUELINEPUB.LLC| 15-17
.61 1.10 153 2.26 532 4.84 497 5.60 5.77 6.90 892 | 1067 | 1271 | 1390 | 16.89 | 19.70 | 21.75 | 24.10 [Revenues per sh 30.35
d.01 A1 22 .38 67 67 79 1.03 112 1.30 153 183 2.20 261 3.02 340 3.75 4.25 |“Cash Flow” per sh 5.85
d.08 .04 14 .20 22 29 .55 72 .85 1.04 121 143 1.73 2.09 2.53 2.84 3.20 3.60 |Earnings per shA 4.85
-- -- -- -- -- -- -- -- -- -- -- -- -- -- -- -- Nil Nil |Div'ds Decl'd per sh Nil
.03 .03 10 .06 19 21 18 26 37 .30 A1 .55 .56 A7 57 .63 .75 .75 |Cap'l Spending per sh 1.00
1.00 1.08 123 2.01 221 3.14 4.00 491 5.54 591 7.06 8.17 786 | 1012 | 1267 | 1445| 17.70 | 21.35 |Book Value per sh 33.35
4000 | 41.89| 43.46| 58.66 | 60.84 | 74.16| 80.77 | 80.87 | 89.46 | 8830 | 8850 | 87.41 | 8525 | 8472 | 8524 | 85.00 | 85.00 | 85.00 |Common Shs Outst'g B 84.00
-- 69.3 28.6 18.0 211 39.1 29.9 295 218 255 214 331 322 242 251 29.8 | Bold figyres are |Avg Ann’l P/E Ratio 25.0
3.99 1.49 1.03 1.80 2.00 1.63 1.68 147 1.36 148 1.76 1.94 1.61 1.60 1.86 ValuejLine Relative P/E Ratio 1.65
- - - - - - .- - .- .- .- .- - .- .| estmatesavg Anm'l Divd Yield Nil
CAPITAL STRUCTURE as of 9/30/11 4015 | 4532 | 5162 | 609.5 | 789.6 | 932.8 | 1083.7 | 1177.7 | 1439.4 | 1676.0 | 1850 | 2050 |Revenues ($mill) 2550
Total Debt $1399.7 mill. Due in 5 Yrs $648.2 mill. | 28.99% | 31.7% | 32.4% | 31.1% | 29.4% | 29.2% | 29.1% | 31.0% | 30.9% | 28.6% | 29.5% | 29.5% |Operating Margin 31.0%
b:thgvteffgf‘-l%rz'x")- LT Interest fg‘fo/ogg"(':a y | BO Wa[ 8| 214 20| L[ L[ 40| 0| ALL| 40| 500 Depreciaton (Smil) 750
Leases, Untapitalized: Annual rentais $57.9mil. | 02| 658| 782 | 631 1087| 1285 | 1531 | 1809 | 2201 | 2481| 275| 310 |NetProfit(§mill) 415
No Defined Benefit Pension Plan 39.5% | 39.5% | 39.2% | 39.1% | 39.0% | 38.1% | 37.6% | 37.4% | 36.0% | 36.3% | 37.0% | 37.0% |Income Tax Rate 38.0%
Pfd Stock None 12.2% | 145% | 15.1% | 15.3% | 13.8% | 13.8% | 14.1% | 154% | 15.3% | 14.8% | 14.9% | 15.1% |Net Profit Margin 17.0%
40.6 28.7 323 452 76.6 60.6 448 258 60.2 53.6 240 335 |Working Cap'l ($mill) 800
Common Stock 85.113.990 shs 2241 | 163.0 | 190.4 | 3488 | 4431 | 6138 | 753.8 | 9229 | 1014.2 | 1284.1 | 1200 | 1000 |Long-Term Debt ($mill) 300
asofioBil ' 3548 | 4288 | 4954 | 5216 | 6251 | 7141 | 6705 | 8572 | 10804 | 12273 | 1505 | 1815 |Shr. Equity ($mill 2800
9.6% | 12.1% | 12.2% | 11.4% | 11.5% | 10.9% | 11.9% | 11.1% | 11.4% | 10.8% | 11.0% | 11.5% |Return on Total Cap'l 13.5%
MARKET CAP: $7.5 billion (Large Cap) 13.9% | 15.3% | 15.8% | 17.8% | 17.4% | 18.0% | 22.8% | 21.1% | 20.4% | 20.2% | 18.5% | 17.0% |Return on Shr. Equity 15.0%
CURRENT POSITION 2009 2010 9/30/11 | 15.2% | 16.6% | 15.8% | 17.8% | 17.4% | 18.0% | 22.8% | 21.1% | 20.4% | 20.2% | 18.5% | 17.0% [Retained to Com Eq 15.0%
Cas(ﬁMAlLsLs')ets 69 955 238 - - - - - - - - -- - Nil Nil [All Div'ds to Net Prof Nil
Receivables 179.8 2154  283.7 | BUSINESS: Stericycle Incorporated is the largest provider of Europe, and Latin America. Has 136 processing centers and 129
g;’heenrtory (LIFO) 498 578 773 | regulated medical waste management services in the United transfer sites. Has roughly 9,078 employees. 2010 depreciation
Current Assets 246:5 368:7 384:8 States, as well as the only company inl the industry withl a national rate: 12.2%. Officers and directors_ own 8.4% of stock (4/11_proxy).
Accts Payable 65.9 548 703 | Presence. The company p_rowdes m_edlcal waste collection, trans-  Chairman: Jack W. Schuler. President & CEO: Mark C. Miller. In-
Debt Due 476 889 95.1 | portation, treatment, and disposal to its approximately 485,000 cus-  corporated: Delaware. Addr.. 2816 North Keith Drive, Lake Forest,
Other 107.2 164.8 1645 | tomers in the continental United States, Puerto Rico, Canada, lllinois 60045. Tel.: 847-367-5910. Internet: www.stericycle.com.
Current Liab. 2207 3085 3299 I'Eqllowing a strong finish in 2011, and the other three were in Romania,
ANNUAL RATES  Past Past Estd’'08-'10| Stericycle is on track to post a solid Spain, and Japan. Although these pur-
of change fpersh) 108, oyt WL | gain this year, as well. The medical chases were relatively small (equating to
“Cash Flow” 200% 180% 12.0% | waste management company continues to about $2 million in combined revenue),
Earnings 275% 195% 12.5% benefit from healthy core revenue growth this approach is helping to expand the
Dividends 1o0% 135% 18 | and accretive acquisitions. The domestic Stericycle’s market share, while substan-
- = - regulated waste and compliance services tially increasing the number of accounts in
cal- | QUARTERLYREVENUES ($mill) | Full | segments have been driving the top line its portfolio (522,000 as of December 31st),
endar |Mar31 Jun30 Sep.30 Dec3l| Year | higher. Both small-quantity and large- and diversifying its service options. This
2009 | 2771 2893 2978 3135[1177.7| quantity accounts have performed well. In effort is helping to strengthen the core
2010 | 3352 3477 3630 3935|14394| addition, international demand has been a business. Notably, the international acqui-
2011 | 3981 4104 4209 4466|16760| plus, as foreign revenue has been robust. sitions have boosted foreign exposure and
%gg igg égg ézg gg %ggg Overall, favorable results from the Steri- opened access to burgeoning markets. Al-
Safe program have been fueling positive though these efforts can initially prove
cal- EARNINGS PER SHARE A Full | gains. Too, an increase in business from costly, we believe the growth potential
endar |Mar31 Jun30 Sep30 Dec3l| Year | clinjcal service compliance customers has augurs well for profitability over the long
2009 | 47 52 55 55| 209| proven beneficial. On the large quantity haul.
2010 | 57 62 65 69 | 253] side, the Sharps management and phar- The primary drawback for these
2011 68 69 7 76 | 2841 maceutical waste services segments have neutrally ranked shares is their some-
%gg gg ;g gg gg gég been performing advantageously. These what lofty P/E multiple. The company is
: : - : — factors, combined with the good showing likely to generate compelling share-net
Cal- | QUARTERLY DIVIDENDS PAID Ful | from the returns and recall business, gains over the next 3 to 5 years. Too, we
endar | Mar.31 Jun.30 Sep.30 Dec.3l| Year | should continue to enhance revenue and view this equity as a prudent investment
2008 profits over the next several quarters. choice, particularly in challenging econom-
2009 NO CASH DIVIDENDS Management has continued its ag- ic times. However, the rich premium offers
2010 BEING PAID gressive acquisition strategy. The com- limited room for price appreciation poten-
2011 pany completed eight deals last quarter. tial out to 2015—2017.
2012 Five of them were domestic companies, Simon R. Shoucair March 2, 2012

(A) Diluted earnings. Excludes nonrecurring
losses: '01, 5¢; '02, 8¢, '05, (57¢), '06, (8¢);

report due late Apr. From 2007 onward our
earnings presentation will include acquisition

07, (12¢); 08, (5¢); '09, (6¢); '10, (14¢). Ex- | related charges.
traordinary losses: '01, 16¢. Next earnings | (B) In millions, adjusted for splits.
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2 for-1 split  9/03 60
BETA .80 (1.00 = Market) o] Itqlo(rjmdees dicat > for-1 50
2014'16 PROJECTIONS aded areas indicate recessions 4 20
. Ann’l Total Il wll
Price  Gain Retun ittt — e g O PCTTITELL) B Y 3
NN 1) M L1 LR WU T AT P
Low 30 (Nil Nil IR g L N o i it 20
Insider Decisions T | rees In m |!| 15
MAMJJASON . ene I ."'-..'.,.°°o°°° el
toBy 00 00O0O0O0O0O — d 10
Options 2 01 201100 ur 75
Sl 301202100 . o et T %TOT. RETURN 1112 [~
Institutional Decisions | R I : i NP THIS  VLARITH
1000 201 300U | percent 30 - - STOCK " INEX
2 9 , . : : !
0Sel o6 197 1oy |Shares 20, 10 0V OO Y PO Y11 VY T YR sy, 577 1238 [
His00) 131200 127171 126186 | et Sy. 97 212
1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 [ 2004 | 2005 {2006 [2007 |2008 [2009 [2010 (2011 |2012 | ©VALUELINEPUB.LLC|14-16
341 437 478 5.40 5.80 6.23 5.72 6.16 758 7.94 6.80 7.79 8.28 9.43 9.26 930 | 10.72 | 11.30 |Sales persh A 13.60
.59 .52 1.05 1.06 1.63 1.34 1.09 142 1.98 1.84 .80 97 1.44 1.78 1.74 1.65 1.90 2.05 |“Cash Flow" per sh 2.45
.38 .29 74 71 1.29 74 50 111 1.59 1.02 .39 .54 1.04 1.28 1.37 120 142 1.60 |Earnings per sh B 2.00
-- -- -- -- -- -- -- -- -- -- -- -- -- -- -- Nil |Div'ds Decl'd per sh Nil
27 49 52 44 A7 54 69 33 32 33 .30 .34 31 27 21 .26 40 .35 |Cap'l Spending per sh 40
2.34 2.88 3.94 4.96 6.23 543 4.09 157 9.24 9.19 8.35 8.27 981 | 1078 | 1255 | 14.14 | 1466 | 1590 Book Value persh D 19.45
7794 | 80.87 | 104.45 | 133.07 | 138.98 | 125.75 | 118.86 | 147.12 | 155.18 | 137.62 | 145.90 | 140.57 | 146.37 | 141.79 | 146.95 | 148.48 | 143.31 | 146.00 |Common Shs Outst'g € | 148.00
348 | NMF 25.6 26.7 19.8 319 48.6 220 16.6 265 46.0 317 253 171 144 179 184 Avg Ann’l PJE Ratio 18.0
233 NMF| 148 139 113| 207| 249| 120 95| 140| 245| 204| 134| 103 9% | 115| 115 Relative P/E Ratio 120
.- - - - - - - - - - .- .- - - .- .- .- Avg Ann'l Div'd Yield Nil
CAPITAL STRUCTURE as of 10/31/11 680.4 | 9065 | 1177.0 | 1092.1 | 991.9 | 1095.6 | 12125 | 1337.0 | 1360.0 | 1380.7 | 1535.6 | 1650 |Sales ($mill) A 2010
Total Debt None 12.0% | 27.8% | 33.9% | 24.5% | 12.9% | 13.2% | 18.7% | 24.0% | 23.3% | 20.7% | 22.2% | 22.5% |Operating Margin 23.0%
65.2 535 55.9 90.2 59.8 58.0 55.3 53.1 56.0 535 59.1 65.0 |Depreciation ($mill) E 65.0
64.6 | 1557 | 252.0 | 1625 575 777 | 1557 | 199.6 | 1994 | 191.3| 2139 235 | Net Profit ($mill) B 300
Leases, Uncapitalized: Annual rentals $45.1 mill. 35.8% | 32.5% | 31.3% 9.6% | 31.3% | 23.0% | 28.9% | 25.5% | 30.1% | 22.3% | 26.2% | 25.0% |Income Tax Rate B 25.0%
No Defined Benefit Pension Plan 9.5% | 17.2% | 21.4% | 14.9% | 5.8% | 7.1% | 12.8% | 14.9% | 14.7% | 13.9% | 13.9% | 14.2% |Net Profit Margin 14.9%
1653 | 1519 | 4342 | 1718 | 1308 234 | 2964 | 4133 | 649.2 | 3260 | 329.2 360 |Working Cap'l ($mill) 440
Common Stock 143,308,000 shs. 1| 38| - - | - - .| | - --| il |Long-Term Debt ($mill Nil
485.7 | 11135 | 14334 | 12650 | 12189 | 11632 | 1436.4 | 1528.4 | 1844.2 | 2100.2 | 21013 | 2325 |Shr. Equity ($mill) O 2875
13.3% | 13.9% | 17.6% | 12.8% | 4.7% | 6.7% | 10.8% | 13.1% | 108% | 9.1% | 10.2% | 10.0% |Return on Total Cap’l | 105%
MARKET CAP: $4.3 billion (Mid Cap) 13.3% | 14.0% | 17.6% | 12.8% | 4.7% | 6.7% | 10.8% | 13.1% | 108% | 9.1% | 10.2% | 10.0% |Return on Shr. Equity | 10.5%
CURRENT POSITION 2009 2010 10/31/11 | 13.3% | 14.0% | 17.6% | 12.8% | 4.7% | 6.7% | 10.8% |13.1% | 10.8% | 9.1% | 10.2% | 10.0% |Retained to Com Eq 105%
SMILL. .. .. .. .. .. .. .. . . . ) i iV i
Cas(h,Ass)ets 11683 9386 1004.1 Nil | All Divids to Net Prof i
Receivables 127.0 181.1  203.1 | BUSINESS: Synopsys, Inc. provides technology solutions used to and helps customers develop chips and electronic systems. 2011
g;’heenrtory (Avg Cst) 1665 1281 130.6 | develop electronics and electronic systems. It supplies the electron-  Backlog, $2.5 bill,; foreign sales, 54%. Had 6,803 employees at
Current Assets 1463'8 1247-8 1338.0 ic design automation (EDA) software that engineers use to design, 10/11. Officers/directors own 2.6% of common; Dodge & Cox,
Accts Pavable 255'1 312'9 302'2 create, and test integrated circuits (ICs), aka chips, as well as pre- 16.6%; Ameriprise Fin’l, 14.6% (2/11 Proxy). Chmn./CEO: Aart De
Y o o _'_ | designed circuits that engineers use as components of larger chip  Geus. Inc.: DE. Addr.: 700 E. Middlefield Road, Mountain View, CA
Debt Due
Other 559.5 608.9 706.6 | designs. Also provides technical services to support its solutions  94043. Tel.: 650-962-5000. Internet: www.synopsys.com.
Current Liab. 8146 9218 10088 ['qynopsys reported solid growth for being the leader). This transaction will
ANNUAL RATES  Past Past Est'd’'08-'10| fiscal 2011 (year ended October 31st). complement the company’s existing tech-
ofchange (persh)  10¥rs,  S¥is, 01416 | The top and bottom lines advanced 11% nology portfolio and expand its research
“Cash Flow” 25% 20%  7.0% and 18%, respectively, compared to the and development resources to better meet
Earnings 40% 60% 80% | prior year. These advances are attrib- customers’ evolving needs. The value of
Dividends Nil | ytable to overall growth and an increase in the transaction is approximately $507 mil-
ook Value 8.5% 7.0% 7.0% . . . . B
- ; profitability. Moreover, the backlog in- lion, net of cash and debt acquired. A com-
Riscal | QUARTERLY SALES (Smill)~ | Full | creased from $2.4 billion, to $2.5 billion. bination of cash and debt will be used to fi-
Ends_|Jan.Per Apr.Per July Per OctPer| 'vear | This figure consists of money that is guar- nance the deal, though specifics will not be
2008 | 3155 3246 3441 3528 113370| anteed to be paid to Synopsys over the disclosed until the purchase is final. The
2009 | 339.7 3368 3452 338313600 next few years and is important for the transaction will close following agreement
2010 | 3302 3381 3369 3755]1380.7| company, as over 80% of any given year's by the stockholders of Magma, and
ggg i?‘é-e fggj 3?8'8 228'5 iggge sales are scheduled from this account. antitrust approval by U.S. regulators. We
- Looking ahead to fiscal 2012, we expect believe this deal will be modestly accretive
Riscal | EARNINGS PER SHARE A B gull | the top line to come in at $1.65 billion and to 2012 share net.
Sa% |Jan.Per Apr.Per July Per Oct.Per| yace ; i ; ;
Ends : pr. ¥ : Year | share earnings of $1.60, reflecting modest This issue has a Below-Average
2008 | 34 29 32 B | 128| gains for sales while earnings per share Timeliness rank, implying that it will
2009 | 41 35 37 24| 1371 wijll continue with double-digit growth, likely underperform the broader market
2010 30 32 29 29 | 120\ pnelped out by expanding margins. Despite averages over the next six to 12 months.
o1 | 3 3 3 34| 1m| P b P
502 | 20 a0 a0 20 | 160 the unsettled economy, Synopsys sees op- Over the long term, we are projecting that
- - - - - : portunity for electronics to do well, as the the pace of average annual sales and earn-
Riscal | QUARTERLYDIVIDENDSPAD | Full | markets” for mobile, cloud, and smart ings growth will exceed that of the past
Ends [Mar31 Jun.30 Sep.30 Dec3l| Vear | devices remain attractive. five years. However, it appears that the
2008 Synopsys expects to close its acquisi- current quotation already factors in these
2009 NO CASH DIVIDENDS tion of Magma Design Automation by favorable prospects, leaving the shares
2010 BEING PAID June, 2012. Magma is considered to be with relatively modest appreciation poten-
%gﬁ the fourth largest player in the electronic tial over the pull to 2014-2016.
design automation space (with Synopsis Andrew J. Cueter February 17, 2012
(A) Fisc. yr ends the Sat. nearest Oct. 31st. In | based compensation exp: '08, 43¢; '09, 39¢; Company’s Financial Strength B++
‘04, switched to subscription-based model, | '10, 40¢; '11, 27¢. Next earnings report due Stock’s Price Stability 90
which hurt the top and bottom lines through to | early March. (C) In mill., adj'd for split. (D) Incl. Price Growth Persistence 40
'06. (B) Dil. non-GAAP earnings excl. stock- | intang. At 10/31/11, $1485.3 mill. ($10.36/sh.). Earnings Predictability 55
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ANNUAL RATES Past

Past Est'd '09-'11

Waste Connections acquisition ex-
penditures rebounded, to $258 mil-
lion, in 2011. They hit a peak of $420 mil-
lion in 2009 and then dropped to $81 mil-
lion last year. Moreover, faced with in-
creased uncertainties regarding municipal
regulations and revisions to tax codes,
numerous owners of waste-collection oper-
ations have entered into potential-sale dis-
cussions with WC lately. The most recent
sizable purchase entailed a waste collec-
tion operation, as well as a nearby landfill,
in upstate New York that expanded the

company’s geographic footprint to the East
Coast. Too, it is on the verge of purchas-
ing another such operation in Alaska, with

annual revenues of about $65 million.

We look for share-net gains of about
8% and 10%-15% in 2012 and 2013,
respectively. The company’s large recy-

cling operation will likely be impacted this
year by a decline in prices for used news-
paper and cardboard. Too, WC is in the

of change (persh) 10 Yrs. 5Yrs. to '15-'17
Revenues 15.0% 10.0% 12.5%
“Cash Flow” 175% 105% 13.5%
Earnings 17.0% 8.0% 13.5%
Dividends -- -- NMF
Book Value 145% 12.0% 6.0%
Cal- QUARTERLY REVENUES ($ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2009 262.7 3028 3160 309.9| 1191.4
2010 3075 3305 3458 336.0( 13198
2011 3315 3902 4040 397.7| 1505.4
2012 385 415 435 415 | 1650
2013 415 445 465 450 | 1775
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2009 19 25 .29 25 98
2010 .25 32 .35 32 1.24
2011 .32 .39 42 .35 1.48
2012 .34 A1 A4 Al 1.60
2013 .38 46 .50 46 1.80

Cal- QUARTERLY DIVIDENDS PAID Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 | -- -- -- -- --
2009 -- -- -- --
2010 | -- -- -- 075 075
2011 075 075 075 .09 315
2012 .09

process of relocating its headquarters from
California to Texas at an indicated pretax
cost of some $15 million. Finally, the
slated closure in 2013 of a large municipal

landfill serving Los Angeles has tempo-
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SAFETY 3 Newsisiot LEGENDS
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TECHNICAL 3 Lowered 81911 | ;- Relaive Price Sirengtn 80
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BETA .75 (1.00 = Market) 3-for-2 split  3/07
3-for-2 split 11/10 50
2015-17 PROJECTIONS Options: Yes dfor-2 | | o|=====7=ccc" 40
Ann’l Total | Shaded areas indicate recessions 3-for-2 [ T
Price  Gain  Return ¥ = 30
High 65 (+105%) 20% 1f e 25
Low 45 (+40%3 10% 3052 A LT 20
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bSel_650190000 L = | o %TOT.RETURN 1/12 [
Institutional Decisions " T eeaches™e IR Rt S THIS VL ARITH*
B ST SN S STOCK INDEX
oy o0 o gy Perent s . ly. 126 00
to Sell 99 109 114 | yaded 12 AR LT T Ty 11y TR BT 111 1 TTH N [ 3yr. 691 1238 [
Hid's(000) 102818 104230 103343 R T AT TR LR e e R R TR AT Sy 690 272
1996 | 19971998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [ 2007 [2008 [2009 [2010 [2011 (2012 |2013 | ©VALUELINEPUB.LLC|15-17
170| 256| 341| 409 527| 58| 58| 700| 805| 953 | 876 | 1011 | 1158 | 1357 | 1530 | 16.90 |Revenues per sh 23.20
21 42 64 82| 102| 116| 124| 146| 153 | 184 | 168| 211 | 256| 3.02| 330| 370 |“CashFlow" persh 5.20
07 23 36 42 58 64 71 79 77 95 97 98 124 | 148| 160 | 1.80 |Earnings persh A 2.60
-- -- -- -- -- -- -- -- -- .- -- .08 32 37 42 | Div'ds Decl'd per sh B .70
20 26 28 43 60 13 .66 95 94 123 9| 109| 118| 130| 135| 150 Cap'lSpending persh 1.90
192| 307| 374| 411 477| 556| 661| 697 | 719 | 771 | 1048 | 1148 | 1199 | 1258 | 13.35| 14.30 |Book Value per sh 17.20
3184 | 7123 | 8937 9255| 9466 | 96.75| 107.11 | 103.09 | 102.40 | 100.58 | 119.76 | 117.90 | 113.95 | 110.91 | 108.00 | 105.00 |Common Shs Outst'g © | 96.00
NMF| 280| 152 214| 169| 160| 181 | 195 221 | 216 | 222 | 190 | 197 | 212 Boldfigiresare |AvgAnn'l P/E Ratio 205
NMF 1.60 99 1.10 92 91 .96 1.04 1.19 1.15 1.34 1.27 125 133 ValuejLine Relative P/E Ratio 135
.- .- .- - - - - - - - - | 3% | 10% | NS Avg Ann'l Divid Yield 1.3%
CAPITAL STRUCTURE as of 12/31/11 4987 | 5635 | 629.4 | 7219 | 8244 | 9585 | 1049.6 | 11914 | 1319.8 | 15054 | 1650 | 1775 |Revenues ($mill) 2225
Total Debt $1190.9 mill. Due in 5 Yrs $817.2 mill. | 34,89 | 34.1% | 33.4% | 32.2% | 30.0% | 30.5% | 29.6% | 30.5% | 31.9% | 32.2% | 31.8% | 32.0% |Operating Margin 32.3%
I('}rogl?tl)r:tgrlel'szzr:gvg:g e,LsTB'X”)‘e’es‘ ffé’s/"g?'%a p | 30| @13| Sa| 648 79| 86| 974 1308 | 1475| 1670| 160 | 195 Depreciaton (Smil) 245
ge: o oL | 58| 63| 772| 858 813 99| 1035 | 1179 | 1438 1681| 175| 195 |Net Profit ($mill) 255
Leases, Uncapitalized: Annual rentals $12.0 mill. 37.1% | 36.3% | 36.2% | 35.2% | 37.8% | 37.7% | 37.1% | 37.4% | 38.6% | 38.5% | 39.0% | 39.0% |Income Tax Rate 39.0%
11.6% | 11.6% | 12.3% | 11.9% | 9.9% | 103% | 9.9% | 9.9% | 10.9% | 11.2% | 10.6% | 11.0% |Net Profit Margin 11.5%
No Defined Pension Benefit Plan d231 | d151 | d128 | d256 | 103 | d24.8 | 2137 | d45.0 | d37.9 | d348 Nil | 10.0 [Working Cap'l ($mill) 50.0
pid Stock None 5785 | 6019 | 489.3 | 586.1 | 637.3 | 7195 | 830.8 | 867.6 | 910.0 | 11728 | 1275 | 1325 |Long-Term Debt ($mill) 1425
4517 | 5375 | 7075 | 7182 | 7365 | 7752 | 1254.7 | 1353.8 | 1366.1 | 1394.9 | 1440 | 1500 |Shr. Equity ($mill) 1650
Common Stock 110,907,782 shs. 2% | 71% | 74% | 75% | 7.0% | 7.7% | 59% | 62% | 7.2% | 75% | 7.5% | 8.0% [Returnon Total Cap'l 9.5%
12.8% | 12.2% | 10.9% | 11.9% | 11.0% | 12.8% | 8.2% | 8.7% | 10.5% | 12.1% | 12.0% | 13.0% |Return on Shr. Equity 155%
MARKET CAP: $3.5 billion (Mid Cap) 12.8% | 12.2% | 10.9% | 11.9% | 11.0% | 12.8% | 82% | 8.7% | 9.9% | 9.5% | 9.0% | 10.0% |Retained to Com Eq 11.5%
CUR$I$WI|ELI\ET POSITION 2009 2010 12/31/11 -- -- -- -- -- -- -- -- 6% | 21% | 23% | 23% |All Div'ds to Net Prof 21%
Cash Assets 9.6 9.9 12.6 | BUSINESS: Waste Connections, Inc. provides solid waste man- tions, and 39 recycling facilities at 12/31/10. Also provides inter-
Receivables 139.0 1522  176.3 | agement services (collection, transfer, disposal, and recycling) to modal rail services for waste transfer. Generates about 55% of
8g;$ernt Assets 132193 Zigg 2283 approximately two million commercial, _industria[, an_d residential  revs. from exclusive markets. Has 5,510 employees. Offs./dirs. own
Accts Payable 86.7 85' 3 95' 1 customers. WC currently provides services, mainly in secondary  0.9% of the stock (3/11 proxy). Chrmn. and CEO: Ronald J. Mittel-
Debt Due 26 151 181 markets, in 27 western and southern states, plus New York. It oper-  staedt. Inc.: DE. Addr.: 35 Iron Point Circle, Suite 200, Folsom, CA
Other 155.6 153.1 170.9 | ated 135 collection operations, 44 active landfills, 54 transfer sta-  95630. Tel.: 916-608-8200. Internet: www.wasteconnections.com.
Current Liab. 2449 2535 284.1

rarily entailed increased pricing pressures
for WC’s operation in that area. All told,
margin improvement and much healthier
percentage earnings gains appear to be in
the cards for 2013 and 2014 than for this
year.

Increases in Waste Connections’ cash
flow per share have exceeded annual
earnings percentage gains in recent
years. That's mainly due to a jump in the
amortization of intangibles (related to ac-
quisitions) since 2008 and accounting revi-
sions. This year’s estimated cash flow, net
of expected capital expenditures and
dividends, is $170 million. These funds,
along with possibly about $100 million in
new debt, should cover the acquisition and
share-repurchase programs. Debt require-
ments to fund these activities will likely
decrease in the three subsequent years.
This neutrally ranked stock has good
3- to 5-year appreciation potential.
Given ample cash flow and acquisition op-
portunities, as well as the likelihood of a
declining share count, earnings may well
average about $2.60 a share during the
2015-2017 period.

David R. Cohen March 2, 2012

(A) Diluted earnings. Excludes nonrecurring | of discontinued operation: ‘05, 1¢. Next earn-
losses: '98, 8¢; '99, 20¢; 00, 4¢; '01, 21¢; 02,
4¢; '04, 7¢; '06, 8¢ 09, 7¢; '10, 7¢ '11, 3¢.
Excludes nonrecurring gains: '08, 2¢. Excl. loss

© 2012, Value Line Publishing LLC. All rights reserved.

ings

report due late April.

(B) Dividends paid late Feb., May, Aug., Nov.

©)1

Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

n millions, adj. for stock splits.

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

To subscribe call 1-800-833-0046.
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ANNUAL RATES  Past

Past Est'd '08-'10

of change (persh) 10 Yrs. 5Yrs. t0 '15-'17
Revenues 2.5% 3.5% 5.5%
“Cash Flow” 1.5% 4.0% 5.0%
Earnings 2.5% 8.5% 5.5%
Dividends 68.5% 17.0% 5.5%
Book Value 5.5% 4.0% 2.5%
Cal- QUARTERLY REVENUES ($ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2009 (2810 2952 3023 3006 (11791
2010 |2935 3158 3235 3187 (12515
2011 |3103 3347 3522 3406 [13378
2012 3250 3450 3590 3510 (13800
2013 (3350 3600 3690 3610 [14250
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2009 A2 .50 .56 52 2.00
2010 41 .54 .55 .60 2.10
2011 .39 .50 .62 .63 2.14
2012 37 .54 .69 .68 2.28
2013 A48 .59 12 71 2.50
Cal- QUARTERLY DIVIDENDS PAID =B Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2008 27 27 21 .27 1.08
2009 29 29 29 .29 1.16
2010 315 315 315 315 1.26
2011 .34 .34 34 34 1.36
2012 .355

penditures more than doubled, to
$867 million in 2011 . . . The largest pur-
chase, completed in July for about $425
million, was Oakleaf, which serves as an
intermediary between its customers and
third-party waste-collection companies.
Access to a number of national accounts as
well as the potential of directing more of
Oakleaf’s collections to its own landfills
were prime attractions to WM for this
deal. The company also supplemented its
sizable recycling operation with the acqui-
sition of a specialist in extracting mate-
rials from obsolete electronic goods.

... but meaningful bottom-line bene-
fits from these additions will likely
not be evident until the second half of
this year. That is management’'s current
assessment of the slower-than-expected
pace of internalizing Oakleaf’'s waste-
collection stream and the realization of
other consolidation synergies. Moreover, a
recent drop in prices for paper and
cardboard is hurting profits at Recycling,
while the Waste-to-Energy division is
being similarly impacted by reduced prices
on its latest energy-supply contracts. All
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102011 2Q2011 320U | pereent 15 1y SLE:CSK IN%EE
Nel 5% 33 oap|Shares 10— T sy 242 1238 [
HIds(000) 367269 370377 362862 AR RARERERAERCRRARRARRARRFRARRRARRARS AARRRARARRRAERRR ([T Sy. 83  27.2
1996 | 19971998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [ 2007 [2008 [2009 [2010 [2011 (2012 |2013 | ©VALUELINEPUB.LLC|15-17
941| 1200| 20.88| 21.20| 20.06 | 18.03| 1874 | 20.09 | 2195 | 23.67 | 25.04 | 26.61 | 27.28 | 24.26 | 26.34 | 29.05| 30.55| 32.40 |Revenues per sh 37.90
223| 304| 428| 430| 351 | 335| 342| 347| 378 | 405| 436 | 468 | 474 | 443 | 464 485| 510| 545 |“CashFlow” persh 6.45
113| 162 18| 181| 120| 116| 131| 124| 141 | 155| 18| 207 | 219| 200 | 210| 214| 228| 250 |Earningspersh A 3.05
-- -- -- 01 01 01 01 01 75 85 .88 9 | 108| 116 126 | 136| 142 148 |Div'dsDecl'dpersh=® 1.70
250 200 271| 214| 211| 211| 216| 208| 221 | 214| 249 | 242 | 249| 243 | 232| 290| 310| 3.25|Cap'l Spending persh 3.60

828 | 1207 719| 711| 771| 859| 893| 966 | 1047 | 11.08 | 11.66 | 11.58 | 12.03 | 1293 | 13.18 | 1320 | 13.45| 13.80 |Book Value per sh ¢ 15.15
139.59 | 217.78 | 608.31 | 619.32 | 622.65 | 628.02 | 594.60 | 576.12 | 570.21 | 552.25 | 533.68 | 500.12 | 490.74 | 486.12 | 475.05 | 460.50 | 452.00 | 444.00 |Common Shs Outst'g O | 422.00

242 233| 250| 200| 155| 239| 196| 198| 204 | 187 | 194 177 | 154 | 146 | 163 | 164 | Bold figiresare |AvgAnn'lP/ERatio 15.0

152 1.34 1.30 114 1.01 1.22 1.07 1.13 1.08 1.00 1.05 94 93 97 1.04 1.03 ValuejLine Relative P/E Ratio 1.00

- - - 0% | 1% | 0%| 0%| 0%| 26% | 29% | 25% | 2.6% | 32% | 40% | 37% | 3.9% | US| Ayg Ann'l Divid Yield 34%
CAPITAL STRUCTURE as of 12/31/11 11142 | 11574 | 12516 | 13074 | 13363 | 13310 | 13388 | 11791 | 12515 | 13378 | 13800 | 14250 |Revenues ($mill) 16000
Total Debt $9756 mill. Duein 5 Yrs $4150 mill. | 2589 | 245% | 24.1% | 24.2% | 25.4% | 26.4% | 25.7% | 27.1% | 25.8% | 24.9% | 25.1% | 25.2% |Operating Margin 25.3%
I(_';'rog;\?tl)r:tgsel'szti(r;‘\/lgra e,%'xn)‘efes‘ fggg";'f"Ca | 12220712650 13360 | 13610 | 13340 [ 12690 | 12880 | 11660 | 1194 | 1229 | 1265 | 1300 |Depreciation (Sml) 1425

ge: = ’ P 809.0 | 734.0 | 820.0 | 877.0 | 994.0 | 1080.0 | 1087.0 | 986.0 | 1011 | 1007 | 1045 | 1125 |Net Profit ($mill) 1300
Leases, Uncapitalized Annual rentals $135 mill. 35.3% | 35.7% | 31.0% | 24.2% | 33.7% | 36.4% | 38.1% | 34.9% | 35.0% 33.6 | 35.5% | 35.5% |Income Tax Rate 35.5%
73% | 63% | 66% | 67% | 74% | 81% | 81% | 84% | 81% | 75% | 7.7% | 7.9% |NetProfit Margin 8.1%
No Defined Benefit Pension Plan d473.0 | d744.0 | d386.0 | 194.0 | d86.0 | d118.0 [ d701.0 | 109.0 | d3.0 | d689 | d500 | d300 |Working Cap'l ($mill) 100
Pid Stock None 8062.0 | 7997.0 | 8182.0 | 8165.0 | 7495.0 | 8008.0 | 7491.0 | 8124.0 | 8674 | 9125 | 9300 | 9300 |Long-Term Debt ($mill) 9200
' 5308.0 | 5563.0 | 5971.0 | 6121.0 | 6222.0 | 5792.0 | 5902.0 | 6285.0 | 6260 | 6070 | 6075 | 6125 |Shr. Equity ($mill) 6400
Common Stock 460,500,000 shs. 78% | 69% | 72% | 79% | 92% | 9.7% | 9.8% | 83% | 84% | 75% | 9.0% | 9.0% |Returnon Total Cap'l 10.0%
15.2% | 13.2% | 13.7% | 14.3% | 16.0% | 18.6% | 184% | 15.7% | 16.2% | 16.6% | 17.0% | 18.5% |Return on Shr. Equity 20.5%
MARKET CAP: $16.2 billion (Large Cap) 151% | 131% | 65% | 7.0% | 83% | 10.1% | 94% | 6.6% | 6.5% | 6.1% | 6.5% | 7.5% |Retainedto Com Eq 9.0%
1% 1% | 53% | 51% | 48% | 46% | 49% | 58% 60% | 63% | 62% | 59% |All Div'ds to Net Prof 56%

CURRENT POSITION 2009 2010 12/31/11 ; - " " -

(SMILL.) BUSINESS: Waste Management is the largest solid-waste disposal ~ (57%), landfill fees (18%), and waste-to-energy, recycling, transfer
Cash Assets 1140 539 258 | company in No. America. The company and USA Waste Services stations (25%). Western and southern regions account for 46% of
gteﬁgr"’ab'es 12421; 1229 1;312 merged in July, 1998. Other major acquisitions incl.. Western total revenues. Has about 42,800 employees. Off/dir. control less
Current Assets 3010 2482 2379 Waste (5/96), Sanifill (9/96), and United Waste Systems (8/97). It than 1.0% of stock (3/11 proxy). Chairman: John C. Pope. CEO:
Accts Payable 567 601 795 operates abput 270 landfills, 600 coIIect!on opgratlons and 345 David P. Steiner. Inc.: DE. Address: 1001 Fannin, Suite 4000,
Debt Due 749 233 631 transfer stations in No. Amer.; '10 rev. mix consisted of collection Houston, TX 77002. Tel.: 713-512-6200. Internet: www.wm.com.
Other 1585 1651 1712 B foiti F ianifi
Current Liab. 2901 3485 3005 Waste Management’s acquisition ex- told, despite a significantly lower average

share count, year-to year earnings in-
creases will likely be minimal in the first
half of 2012, before beginning to improve
in the September quarter.

We expect almost all of the company’s
free cash flow to continue to be re-
turned to shareholders, via dividends
and share repurchases, for a while. Fol-
lowing the most recent dividend increase,
in the first quarter, the annualized pay-
ment of $1.42 a share has almost doubled
since 2004. Too, share repurchases aver-
aged $538 million per annum in 2010 and
2011, and a somewhat smaller level ap-
pears to be in the cards for this year.
Share-earnings gains should be much
improved in 2013 versus the estimated
gain in 2012, given the likelihood of a
solid profit increase at Oakleaf and the
stabilization of results at the recycling and
waste-to-energy operations. Also, the effec-
tive tax rate should remain in the 35%-—
36% range.

This main investment attraction of
this neutrally ranked stock is an
above-average dividend yield.

David R. Cohen March 2, 2012

(A) Based on diluted shares. Next earnings
report due late April. Excludes extraord. losses:
'96, $0.89; '97, $0.39; '98, $3.14; '99, $2.46;
‘00, $1.36; '01, $0.36; '03, $0.18; '10, $0.12;
© 2012, Value Line Publishing LLC. All rights reserved.

11 Q-3, $0.04. Excl. extraord. gains: '02, | Sept., and Dec. = Div. reinvestment plan avail.

$0.02; '04, $0.20; '05, $0.54; '06, $0.28; '07, | (C) Incl. intangs. At 12/31/10: $6021 mill.,

$0.16; '09, $0.01.

(B) Dividends usually paid in late March, June,
. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

$12.68/sh.
(D) In millions.

Company’s Financial Strength A
Stock’s Price Stability 95
Price Growth Persistence 50
Earnings Predictability 95

To subscribe call 1-800-833-0046.
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1995|1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [2007 [2008 | 2009 |2010 | 2011 [2012 | ©VALUELINEPUB.LLC |14-16
2.10 2.64 3.85 6.21 717 768 | 1090 | 1144 | 1341 | 1495 | 1617 | 1932 | 24.09 | 2424 | 2263 | 28.35| 33.35| 37.80 |Revenues per sh 35.50
.86 1.08 1.30 1.79 2.16 177 2.62 244 281 2.82 3.55 323 391 3.92 4.40 5.62 7.65 9.80 |“Cash Flow" per sh 9.20
a7 .98 1.15 147 1.68 112 1.64 1.63 1.86 168 134 1.03 1.37 2.03 3.04 342 4.60 5.70 |Earnings per sh A 5.50
-- -- -- -- -- -- -- -- -- -- -- -- -- -- -- -- -- Nil |Div'ds Decl'd per sh Nil
31 14 A7 .30 28 33 58 82 1.39 .63 a7 43 12 61 45 45 .65 .60 |Cap'l Spending per sh .60
397 5.20 6.43 838 | 1097 | 1466| 1571 | 16.83 | 18.93 | 2044 | 20.67 | 16.40 | 17.84 | 20.16 | 24.50 | 26.09 | 26.95 | 28.90 |Book Value per sh 39.30
7274 | 7367| 87.88| 8951 | 96.13 | 105.60 | 106.46 | 106.88 | 108.70 | 109.72 | 101.81 | 102.47 | 103.66 | 104.61 | 123.40 | 125.80 | 135.00 | 135.00 |Common Shs Outst'g B | 135.00
235 20.2 212 303 238 44.0 312 16.1 20.0 208 239 26.2 215 135 10.7 12.7 135 Avg Ann’l PJE Ratio 14.0
157 127| 122| 158| 136| 286| 160 88| 14| 110| 127| 141| 114 81 il 80 85 Relative P/E Ratio 95
.- - - - - - - - - - .- .- - - .- .- .- Avg Ann'l Div'd Yield Nil
CAPITAL STRUCTURE as of 9/30/11 1160.7 | 12232 | 1457.7 | 1640.6 | 1646.2 | 1979.2 | 2496.7 | 2535.5 | 2793.0 | 3566.9 | 4500 | 5100 |Revenues ($mill) 4800
Total Debt $1153.6 mill. Due in 5 Yrs $650 mill. 34.8% | 31.6% | 30.1% | 25.5% | 27.4% | 19.5% | 21.1% | 21.4% | 24.2% | 23.2% | 23.5% | 24.0% |Operating Margin 25.0%
LT Debt $1152.3 mill. LT '”‘6’65‘255609-0?&'"-4 o | 1012 866 | 1004 | 1067 | 2067 | 2183 | 2536 | 1707 | 1890 | 2819 415 550 |Depreciation ($mil) 500
(25%of Capial) | 171 | 1746 | 2050 | 2030 | 1544 | 1129 | 1520 | 2302 | 3543 | 4254| 620 770 |Net Profit smill) 740
Leases, Uncapitalized Annual rentals $24.4 mill. 35.1% | 37.0% | 36.2% | 36.4% | 36.8% | 37.2% | 37.2% | 35.9% | 36.7% | 36.8% | 36.0% | 36.0% |Income Tax Rate 36.0%
15.3% | 14.3% | 14.1% | 12.4% | 94% | 57% | 6.1% | 94% | 12.7% | 11.9% | 13.8% | 15.1% |Net Profit Margin 15.4%
No Defined Pension Benefit Plan 6446 | 5453 | 984.8 | 1114.6 | 11147 | 571.8 | 7289 | 976.4 | 7186 | 9787 900 | 1000 |Working Cap'l ($mill) 2000
Preferred Stock None 4157 | 3319 | 7225| 587.7 | 5879 | 1124.1 | 899.4 | 8247 | 1150.2 | 1016.1 | 1100 [ 1100 |Long-Term Debt ($mill) 1000
Common Stock 127,158,396 shares 16721 | 1798.3 | 2057.3 | 22431 | 2104.2 | 1680.4 | 18495 | 21086 | 3023.1 | 32817 | 3640 | 3900 |Shr. Equity ($mil) 5300
as of 7/15/11 91% | 86% | 78% | 74% | 6.0% | 44% | 6.3% | 8.6% 8.9% | 10.9% | 13.0% | 16.0% |Return on Total Cap'l 12.0%
MARKET CAP $7.7 billion (Large Cap) 10.7% | 9.7% | 10.0% | 9.1% | 7.3% | 6.7% | 82% | 11.3% | 11.7% | 13.0% | 17.0% | 19.5% |Return on Shr. Equity 14.0%
CURRENT POSITION 2009 2010 9/30/11 | 10.7% | 9.7% | 10.0% | 9.1% | 7.3% | 6.7% | 8.2% | 11.3% | 11.7% | 13.0% | 17.0% | 19.5% [Retained to Com Eq 14.0%
Cas(ﬁMAlLsLs')ets 2150 2939 1725 - - - -- - - - - -- -- - Nil [All Div'ds to Net Prof Nil
Receivables 5195 560.9  700.5 | BUSINESS: Watson Pharmaceuticals, Inc. is engaged in the devel- ~ Arrow (12/09). 2010 R&D: $296.1 million. Has about 6,030 employ-
g;’heenrtory (FIFO) g?‘ig g%g %gg opment, manufacturing, marketing, sale, and distribution of brand ~ ees. Off./dir. own less than 2% of common stock; TIAA-CREF In-
Current Assets 1771:0 1799: 7 18 40:3 and ggneric pharmacelzutilcaIAproducts. Operates three segments:  vestment Mgmt., 7.7%; WeIIington_ Mgmt. Co., 7.2% (4/11_ Proxy).
Accts Payable 6152 7411 9755 Generic, Brand, an_d [_)IS'[I’IbUlIOH‘ Markets about 160 generic and 30 Chairman: Andrew L. Turner. President & CEO: Paul M. Bisaro. In-
Debt Due 307.6 o 1.3 | brand drugs and distributed about 8,500 stockkeeping units (SKUs)  corporated: NV. Address: 311 Bonnie Circle, Corona, CA, 92880.
Other 129.6 79.6 40.6 | through its distribution business (12/10): Acquired Andrx (11/06); Telephone: 951-493-5300. Internet: www.watsonpharm.com.
Current Liab. 10524 8207 10174 "strong top-line growth continues to ahead.
ANNUAL RATES  Past Past Est'd’'08-'10| drive performance at Watson Pharma- Watch out for the cholesterol-fighting
ochange fpersh) - 10¥s, oY 0 lAd6 | ceuticals. Based on our current 2011 generic Lipitor. The top-selling drug on
“Cash Flow” 95% 85% 125% | Share-net estimate ($4.60), earnings likely the planet over the past several years fell
Earnings 7.0% 115% 11.5% advanced roughly 35%, year over year, on victim to generic competition in the fourth
Dividends - - Nil | revenue growth of about 25% ($4.5 billion). quarter, and Watson is positioned to take
ook Value 7.5% 3.5% 9.0% - . N . h
g The company has benefited considerably a sizable piece of the action. Management
cal- | QUARTERLYREVENUES($mill) | Full | from strong demand in the global generics indicated it has already shipped over a
endar [Mar31 Jun.30 Sep.30 Dec3l| Year | segment, largely supported by the launch million tablets of the generic to more than
2008 | 627.0 6226 640.7 645.2/25355| of generic Concerta and a more robust 30,000 pharmacies and expects demand to
2009 | 6674 6778 6621 7857|27930| product pipeline. Looking to the year gain momentum during the course of 2012,
2010 | 8565 8753 8824 9527|35669| ghead. . . While speculation lingers on how well the
%gg 1%8'5 iggy iggée ﬁggz gigg We are maintaining our 2012 share- generic version will fare in the market
net estimate at $5.70. Watson has a slew (Pfizer is taking measures to fend off gen-
cal- EARNINGS PER SHARE A Full | of new and existing products expected to eric manufacturers, which include sig-
endar |Mar31 Jun.30 Sep30 Dec3l| Year | continue to drive sales growth in the com- nificant price cuts, among other things),
2008 | 55 48 47 53 | 203| jng quarters. As mentioned, the generic the fact that Watson already has its prod-
2009 | 69 .73 78 .85 | 304| pysiness continues to roll. Besides Con- uct out there is encouraging.
2010 81 83 85 93 | 3421 certa, we look for added contributions from At the current quotation, these timely
%gﬁ 128 i% igg ig% ‘é?g Lipitor, and the approaching launch of shares lack significant long-term ap-
: - : : ~—1 Nexium in Europe to keep the ball rolling peal. Based on our 3- to 5-year share-net
Cal- | QUARTERLY DIVIDENDS PAID Ful | in 2012. In addition, prospects on the projections, WPI stock has below-average
endar | Mar.31 Jun.30 Sep.30 Dec.3l| Year | hranded side appear brighter with the up- price appreciation potential to 2014-2016.
2008 coming release of Prochieve in focus. From Although we are encouraged with the com-
2009 NO CASH DIVIDENDS a segment standpoint, the extended- pany's prospects moving forward, it ap-
2010 BEING PAID release and oral contraceptive franchises pears much of the projected upside is al-
2011 have exhibited solid growth, something we ready reflected in the stock’s recent price.
2012 also expect will continue in the year Michael Ratty January 13, 2012

(A) Primary earnings through '96; dil. there- | ($5.40); '07, (11¢); '08, (1¢); '09, ($1.08); '10, | (B) In millions.

after. Excludes nonrec. items: '95, (13¢); '97,

(11¢); 98, (11¢); "9, 16¢; 00, 40¢; 01, (57¢):
02, '1¢; '03, 3¢; '04, (41¢); ‘05, (13¢); '06,

© 2012, Value Line Publishing LLC. All rights reserved.

($1.94). Next egs. report due early Feb.

(C) Acquired Andrx Group (11/06).

. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.
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1001 2001 QMU | percent 3 Ly STodkNoEx

bul 4 3 G| shaes 2 bl 1nNIr sy 0 619
HUs(000) 8006 8592 8588 R LTLE L ELEREARREREFTRARRARRARRFRRARRARRARRFRRARRARRARRRARRAARAARA ] Sy 194 216
19951996 [ 1997 | 1998 | 1999 | 2000 | 2001 [ 2002 [ 2003 | 2004 [ 2005 [2006 | 2007 [2008 | 2009 [2010 | 2011 [2012 | ©VALUELINEPUB.LLC|14-16

3871 | 4170| 4354 | 4472 | 4809 | 4944 7309 | 7352 | 7526 | 77.60 | 82.26 | 83.15 | 85.98 | 89.83 | 93.54 | 97.42 | 102.40 | 103.35 |Sales per sh A 114.80

2.65 2.78 2.95 291 2.98 3.02 383 3.86 371 383 4.20 397 373 378 432 459 4.80 4.95 |“Cash Flow"per sh 5.60
1.84 187 1.90 1.80 1.87 181 1.65 2.10 2.01 2.11 2.35 2.07 1.69 1.74 2.33 2.54 2.70 2.80 |Earnings per sh AB 325
.80 .88 94 .98 1.02 1.06 1.08 1.08 1.10 2.12 112 1.16 1.16 1.16 1.16 1.16 2.17 1.20 |Div'ds Decl'd per sh C= 1.30
18.61 | 19.47| 2028 | 21.33| 2203 | 2274| 1931 | 2031 | 2120 | 21.15| 2235 | 2331 | 24.04 | 2452 | 2568 | 27.07| 2750 | 29.10 |Book Value persh D 34.65
4253 | 42.04| AL77| 4176 | 4169 | 41.69| 2720 | 2719| 2714 | 27.03 | 27.02 | 2699 | 26.97 | 26.97 | 26.90 | 26.90 | 27.00 | 27.00 |Common Shs Outst'g E | 27.00
14.6 16.6 16.7 19.8 19.8 20.1 19.6 154 16.3 16.5 16.5 19.8 25.1 19.9 143 143 145 Avg Ann’l PJE Ratio 16.0
.98 1.04 .96 1.03 113 131 1.00 84 93 87 .88 1.07 133 1.20 .95 .92 .90 Relative P/E Ratio 1.05

30% | 28% | 30%| 28% | 28% | 29%| 33% | 33% | 33% | 61% | 29% | 28% | 2.7% | 3.3% 35% | 32% | 55% Avg Ann’l Div'd Yield 2.6%
CAPITAL STRUCTURE as of 9/24/11 1988.2 | 1999.4 | 2042.5 | 2097.7 | 2222.6 | 22445 | 2318.6 | 2422.4 | 2516.2 | 2620.4 | 2765 | 2790 |Sales ($mill) A 3100
Total Debt None 29.3% | 28.8% | 28.5% | 28.4% | 28.6% | 28.9% | 28.3% | 28.2% | 29.1% | 29.3% | 29.2% | 29.2% |Gross Margin 29.5%

6.0% | 64% | 57% | 57% | 58% | 59% | 52% | 51% 6.0% | 6.1% | 6.1% | 6.2% |Operating Margin 6.5%

163 160 158 157 158 156 155 155 164 164 165 165 |Number of Stores F 175

Leases, Uncapitalized Annual rentals $33.3 mill. 53.3 57.3 54.6 57.2 63.4 56.0 457 47.0 62.8 68.3 73.0 75.0 |Net Profit ($m|II) 90.0
38.84% |37.53% [38.13% |34.72% |36.14% [34.94% [34.43% |32.97% |35.86% |36.41% | 36.0% | 36.0% |Income Tax Rate 36.0%

) . . 2% | 29% | 27% | 27% | 2.9% | 25% | 2.0% | 19% 25% | 2.6% | 2.6% | 2.7% |Net Profit Margin 2.9%
Pension Assets-12/10: None  Oblig.: $7.7mill. [™10537 11297 1623 | 1379 | 1637 | 1475 | 1574 | 1500 | 173.0| 2334 | 200| 200 |Working Cap'l ($mill 250
25.0 .- -- -- - .- - - .- .- Nil Nil |Long-Term Debt ($mill) Nil

Pfd Stock None 5254 | 5524 | 5754 | 5717 | 6039 | 629.2 | 6482 | 6611 | 690.8 | 728.1| 745| 785 |Shr. Equity ($mill) 935
9.7% | 10.4% | 9.5% | 10.0% | 105% | 8.9% | 7.1% | 7.1% 9.1% | 9.4% | 10.0% | 9.5% |Return on Total Cap'l 9.5%

Common Stock 26,898,443 shs. 10.1% | 104% | 9.5% | 10.0% | 105% | 89% | 7.1% | 7.1% | 9.1% | 9.4% | 10.0% | 9.5% |Return on Shr. Equity 9.5%
. - . 31% | 51% | 43% | NMF | 55% | 39% | 22% | 24% | 46% | 51% | 20% | 5.5% |RetainedtoCom Eq 5.5%
gﬁgg:;fﬁgﬁéﬁ"“%gld Caz%)lo gl T | S| 5% | 100% | 48% | 6% | 6B% | 67% | 5% | 46% | 80% | 43 |AllDIvs to Net Prof 40%
(SMILL.) BUSINESS: Weis Markets, Inc. operates 164 retail food markets (at Petz, a 7-store (at yearend) pet supply chain. Sold Weis Food Serv-

(Riash'Asglets gg% 1%3 11?? yearend '10), including both superstores and conventional stores, ice, 4/00. '10 deprec. rate: 3.9%. Has about 17,700 employees.
In?/gilt\g?'y e(SLIFO) 2230 2310 2226 | located in Pennsylvania (123 stores), Maryland (24), New York R.F. Weis owns 46.9% of stock; other offs. & dirs., 0.5%; Ellen
Other 6.3 9.2 7.8 | (12), New Jersey (3), and West Virginia (2). Average store size: \Wasserman, 6.5% (3/11 proxy). Chairman: Robert F. Weis. CEO:
Current Assets 366.6 428.4 426.8 | 48,000 square feet. Owns about 50% of sites. Sells nat'l brand mer-  David J. Hepfinger. Inc.: PA. Address: 1000 South Second Street,
Accts Payable 130.7 134.3 118.1 | chandise plus 2,000 items under its own trademarks. Owns Super-  Sunbury, PA 17801. Tel.: 570-286-4571. Internet: www.weis.com.
8Lhr$e:mLiab. 185:2 18(5):3 1;2:8 Earnings at Weis Markets likely ad- conscious shoppers defect to competing

— 1 vanced about 6% in the recently con- food retailers.

OAf'E‘I:“a‘nJgAeL(pErASE)ES 15’3?; ;?ét Esltoqlgﬁl-elo cluded year. Share net rose at a low- Weis has been increasing its capital
Sales 70% 35% 35% | single-digit clip in the first nine months of spending, which likely approached $100
“Cash Flow” 35% 15%  5.0% the year, but we expect the pace picked up million in 2011, versus an average of just
Em‘gggs igﬁf _4-2‘? g-gfg) considerably in the December quarter, $60 million in the preceding four years.
Book Value 18% 35 &o% | owing to a comparatively weak profit per- The company has also paid out a spe-

vy formance in the prior-year period. Also cial dividend, with shareholders receiv-

Cal- | ~ QUARTERLY SALES (S mill) Full | ajding the comparison, the recent fourth ing a one-time payout of $1.00 a share in
endar |Mar.Per Jun.Per Sep Per Dec.Perl Year | o arter was one week longer than the late November. At the same time, Weis

2008 5957 6034 6039 6194 124224 ynical 13-week interim. also raised its regular quarterly dividend

%8(1)3 gggg gég‘; gigg gg%g gg%gi The top line is advancing at a solid 3.4%, to $0.30 a share, the first such in-

2011 6595 6767 6786 7502 |2765 | CliP- Unlike the previous two years, when crease since 2006. The company likely

2012 685 695 695 715 |o790 | results were boosted by the 2009 acquisi- dipped into its sizable cash coffers to pay

EARNINGS PER SHARE A5 tion of a small chain in Binghamton, New for the special dividend, but operating

Cg" Mar.Per Jun.Per Sep.Por Dec.P 5”” York, 2011’s growth was driven by rising cash flow should be sufficient to fund
endar [Var.7er Jun.Cer oep.rer DEC.TeM Year | cales  at  existing  stores. In  fact, recurring capital spending and the regular

%888 -23 -42 -Sg -6g %;‘31 comparable-store sales trends improved dividend going forward.

2010 '6% ?6 '21 'gz 551 nicely as 2011 progressed, from a gain of These shares will likely appeal most

2011 '69 77 63 51 | 270| 6% in the March quarter to an increase of to conservative investors. The stock

2012 7 78 66 65 | 280| 6:5% in the September period. Higher carries our top rank (1) for Safety and also

cal QUARTERLY DIVIDENDS PAID C» Ful prices are likely driving most of the ad- offers an above-average dividend yield. Ap-
enge;r Mar3l Jun30 Sen30 Dec3l Ygar vance, as the company looks to pass on in- preciation potential, though, is modest,

: : D. : flationary pressures on its cost structure. reflecting our expectations that earnings

2008 | .29 .29 .29 .29 | 116} Notably, gross margins have narrowed in 2012 and out to mid-decade will likely

%888 gg 38 gg gg ﬁg over the past year, suggesting that Weis is advance at a relatively pedestrian mid-

2011 | 29 99 59 130 217 proceeding cautiously in implementing single-digit annual clip.

002 | ' ' ' ' price hikes, rather than risk having value- Robert M. Greene, CFA  January 27, 2012
(A) Fiscal year ends on last Saturday in De- | 3¢; '01, (10¢); '02, 7¢; '07, 20¢. Next earnings | and 11/21/11. = Div'd reinvestment plan avail- | Company’s Financial Strength A
cember. (B) Based on avg. shares outstanding | report due early February. (C) Dividends histor- | able. (D) Includes intangibles. At 12/25/10: | Stock’s Price Stability 95
through '96, diluted thereafter. Excludes non- | ically paid in late Feb., May, Aug., and Nov. In- | $38.6 mill., $1.43/share. Price Growth Persistence 45
recurring gains (losses): '97, (3¢); '98, 20¢; '00, | cludes special div'ds of $1.00/share, 9/3/04 | (E) In mill. (F) Grocery stores only. Earnings Predictability 80
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1001 20U 300U | percent 18 S A STOCK ~ INDEX
bel 67 b3 ga|chaes 12 o ) 11111 411 1 TR TS 3w 27 188
Hds(00) 31012 30979 31855 T[T A OSeITYY1| ATERTO L TR RRRT L RRRRAR RN | AR COORRR Sy 102 272
1996 | 19971998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 [ 2007 [2008 [2009 | 2010 [2011 {2012 [2013 | ©VALUELINEPUB.LLC|15-17
1400 | 1366| 14.96| 16.00| 1503 | 13.84| 1449 | 1677 | 1999 | 2395 | 27.76 | 3158 | 32.14 | 31.99 | 3317 | 3528 | 3570 | 35.80 [Sales per sh 48.65
1.90 2.06 2.32 2.46 1.89 1.84 1.58 2.06 2.74 3.17 358 430 435 4.26 438 4.67 5.15 5.35 |“Cash Flow" per sh 8.00
.96 111 1.14 121 .60 73 45 94 1.33 139 193 2.37 2.38 211 2.10 2.34 2.60 2.95 |Earnings per sh A 5.30
27 .29 31 33 .35 37 .39 41 43 46 .50 .54 .58 .62 .66 .68 72 .78 | Div'ds Decl'd per sh Bs .96
97 1.04 1.39 1.58 2.00 1.54 1.30 2.08 2.12 1.85 2.74 4,01 424 318 2.14 2.82 2.45 2.30 |Cap’l Spending per sh 3.25
7.69 8.38 7.66 7.88 7.16 6.16 6.96 880 | 11.12 | 1142 | 1260 | 15.02 | 1490 | 1755 | 1879 | 19.38 | 21.65| 22.70 |Book Value per sh ¢ 3315
32.77| 3314| 30.05| 29.33| 28.62| 2869 2896 | 29.26 | 27.09 | 29.21 | 3290 | 3230 | 32.70 | 33.00 | 33.30 | 3380 | 35.00 | 37.00 |Common Shs Outst'gD | 37.00
132 135 132 14.6 203 175 28.7 141 15.1 19.0 19.6 188 18.0 171 18.1 18.1 | Bold figyres are |Avg Ann’l P/E Ratio 17.0
83 .78 .69 83 132 90| 157 80 80| 101| 106 100| 108 114 115| 1.16| ValuelLine Relative P/E Ratio 115
20% | 1.9% | 20%| 1.8% | 29% | 29% | 3.0% | 3% | 21% | 17% | 13% | 12% | 14% | 17% | 17% | 17% | ="' |Avg Ann'l Divid Yield 11%
CAPITAL STRUCTURE as of 9/30/11 4197 | 490.7 | 5416 | 699.7 | 9133 | 1020.1 | 1051.1 | 1055.7 | 1104.7 | 1192.3 | 1250 | 1325 |Sales ($mill) 1800
Total Debt $378.0 mill. Duein 5 Yrs $108.0 mill. | 16,29 | 159% | 17.2% | 17.1% | 17.4% | 17.6% | 17.6% | 16.4% | 16.1% | 16.2% | 17.0% | 17.0% |Operating Margin 20.0%
h]TCDsfflbstjﬁﬁlffo";”-sub nLOTte'Q‘(e‘{;*)S‘CfZI?“g mil. 330 | 330| 332| 474| 527| 566 | 606| 681 | 732| 757| 840| 840 |Depreciation (mil) 95.0
17.90 she. at $55.85. ' 128| 273| 409| 452| 650 | 824 | 817 | 724| 728| 820| 960 | 96.0 |NetProfit ($mill) 200
(LT interest earned: 10.8x; total interest 23.8% | 30.0% | 25.7% | 28.7% | 29.6% | 28.7% | 24.7% | 23.4% | 22.8% | 24.8% | 24.0% | 24.0% |Income Tax Rate 24.0%
coverage: 8.2x) (27% of Cap’l) 30% | 56% | 76% | 65% | 7.1% | 81% | 7.8% | 6.9% 6.6% | 6.9% | 7.7% | 7.2% |NetProfit Margin 11.1%
Leases, Uncapitalized Annual rentals $9.9 mill. 736 | 978 1100 | 1124 | 1248 | 2294 | 207.1 | 226.1 | 2669 | 2288 | 300 | 320 [Working Cap'l ($mill) 415
Pension A556t5'12’1°$éﬁi-3 ?sgléssmiu 1592 | 167.0 | 150.8 | 280.7 | 2358 | 3946 | 3821 | 379.1 | 3581 | 3494 | 275| 250 |Long-Term Debt ($mil) | 210
Pid Stock None g g mi 2015 | 2576 | 3011 | 3335 | 4145 | 4853 | 4871 | 5791 | 625.7 | 6549 | 765 | 850 |Shr. Equity ($mill) 1225
Common Stock 33,716,732 shares 47% | 7.5% | 10.0% | 85% | 11.0% | 10.2% | 10.3% | 8.3% 83% | 82% | 9.5% | 10.5% |Returnon Total Cap'l 14.5%
as of 10/31/11 6.4% | 10.6% | 13.6% | 13.6% | 15.7% | 17.0% | 16.8% | 12.5% | 11.6% | 12.5% | 12.0% | 12.5% |Return on Shr. Equity 16.0%
MARKET CAP: $1.4 billion (Mid Cap) 8% | 6.0% | 93% | 93% | 11.8% | 13.4% | 13.0% | 9.0% 82% | 9.0% | 85% | 9.0% |Retainedto Com Eq 13.0%
CUR$|$W||ELI\ET POSITION 2009 2010 9/30/11 | 87% | 43% | 31% | 31% | 24% | 21% | 23% | 28% | 30% | 30% | 28% | 27% |All Div'ds to Net Prof 18%
Cash Assets 83.1 110.2 119.2 | BUSINESS: West Pharmaceutical Services manufactures systems  packaging regulatory guidelines. Foreign (non-U.S.) sales: 52% of

Receivables 1387 126.4  153.1 | and component parts (stoppers, seals, syringe components) used '10 total; R&D: 2.2%. Has about 6,600 employees. Officers & direc-
Ion%eenrtory (LIFO) lig% lg;g 1?2? in the delivery of injectible drugs. Also supplies packaging and tors own about 6.2% of common; Franklin Advisory, 10.6% (3/11
Current Assets 397:2 436:6 503:5 delivery system components to food processors and makers of per-  Proxy). Chairman, President & CEO: Donald E. Morel, Jr. In-
Accts Payable 68.4 63.2 717 sonal care products. Its West Monarch Analytical Labs division pro-  corporated: PA. Address: 101 Gordon Drive, P.O. Box 645, Lion-
Debt Dué 5 3 54.7 | vides testing services that help drug companies meet closure/ ville, PA 19341. Tel.: 610-594-2900. Web: www.westpharma.com.
831‘fém Liab. i%i igg:; ;gsg West Pharmaceutical Services closed to 2015-2017. The company recently up-

——— out 2011 in respectable fashion. The dated its long-term outlook for sales and
AfN;\‘UA'- RAEES 1535‘ 5P¢St Esgd,lg%lo company posted adjusted earnings of $0.59 profitability, with revenues in the range of
o change (persh)  10¥rs AN, anil | a share, a 40% increase over last year’s $1.7 billion to $1.9 billion and an operat-

“Cash Flow” 7.0% 10.5%  9.0% figure. The implementation of surcharges ing margin of approximately 20% by 2016.

Eiﬁ\llfi'&mgs g-g‘;f 1%2‘;? 12-2‘;? and contractual price increases that went West Pharm's earlier projections called for

ook Vale 85% 105% 100% | into effect late last year worked to offset sales of $1.6 billion and an operating mar-

- higher raw material costs, and helped gin of 19% by 2014. The updated outlook
cal- QUARTERLY SALES ($ mill) Full | boost operating profits during the final pe- reflects an additional development period
endar_|Mar Per Jun Per Sep.Per Decdl] Year | pjoq. of about a year to allow for completion of

2009 (2424 2610 2589 2934 110557 | Qur share-net estimate for 2012 is formal stability testing and for required

%gﬁ ggz 58%3 g%g ggf ﬁgg; $2.60. This figure assumes top-line growth regulatory paperwork to be submitted for

2002 1315 30 305 310 |1250 of around 5% at constant exchange rates, Daikyo Crystal Zenith products (Pharma-

2013 335 340 35 325 |35 | Which is inline with the company’'s guid- ceutical Delivery Systems).

" ance. West's prospects, though improving, West Pharmaceutical’s shares do not

Cal- EARNINGS PER SHARE Full | are still a bit uncertain this year due to stand out for year-ahead relative

endar_|Mar.Per Jun.Per Sep Per Dec3l| Year | govara) factors, including rising costs, cur- price performance (Timeliness: 3).

2009 | 42 58 45 67 | 2118 pency headwinds, and unpredictable adop- However, we do anticipate that the compa-

%8%(1) gg gg ég ég %%2 tion rates for new products. ny will post materially higher share earn-

2012 67 69 61 63 | 260| For 2013, we are introducing an earn- ings by 2015-2017, which ought to give

2013 3 75 73 72 | 795| ings estimate of $2.95. We think West this equity above-average price appreci-

UARTERLY DIVIDENDS PAID & will probably only see a modest revenue ation potential out to mid-decade. And if

Cg" Q . 5”” and earnings increase next year, as new the company is successful in its large-scale

endar | Mar31 Jun.30 Sep.30 Dec3l] Year | yeyjces continue to take hold ‘with custom- commercialization efforts related to CZ,

2008 | 14 14 1415 571 ers. revenues could significantly ramp up in

2009 | .15 15 15 16 6L However, there remains a significant 2014 or early 2015, and provide greater

%gﬂ) i? ig ig ig gg opportunity for West Pharm to deliver upside than we are forecasting.

2012 | 18 ' ’ ' ’ strong top- and bottom-line gains out Steven Shnayder February 24, 2012
(A) Diluted earnings. Based on average shares | (31¢); '08, 12¢; 09, 01¢; 10 1Q, (1¢); '10 2Q, | plan available. (C) Incl. goodwill. In '10: $167.6 | Company’s Financial Strength B+
outstanding through '96. Excl. nonrec. (2¢); 10 3Q, 5¢. Next earnings report due early | mill., $5.03/share. (D) In millions, adjusted for | Stock’s Price Stability 90
gains/(losses): '96, (45¢); '97, 23¢; '98, (94¢); | May. (B) Dividends historically paid early Feb, | split. (E) Quarterlies don’t add to annual total Price Growth Persistence 90
'99, 3¢; '03, 15¢; '04, (24¢); '05, (12¢); '07, May, Aug., and Nov. = Dividend reinvestment | due to rounding. Earnings Predictability 85
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CHAPTER 5 The Value of Common Stocks
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Average Forecasted
Dividend Yield® Growth Rate® Cost of Equity®
Burlington Northern Santa Fe 1.47% 12.74% 14.21%
CSX 1.06 15.52 16.58
Norfolk Southern 1.41 14.92 16.34
Union Pacific 1.91 12.67 14.57
Weighted average® 15.18

TABLE 5.3

Cost-of-equity estimates for U.S. railroads, 2005. The estimates use the constant-growth DCF model, which:in
this case probably overestimates the railroads’ true cost of equity because the forecasted growth rates cannot

be sustained in perpetuity.

@ Average of monthly dividend yields during 2005.

b Based on IBES averages of security analysts’ growth forecasts.

“Some rows do not add up because of rounding.

4 Weights based on total market values of the raflroads’ common'stock.

Source: U.S. Surface Transportation Board, “Railroad Cost of Capital—2005,” September 15, 2006.

Dangers Lurk in Constant-Growth Formulas

The simple constant-growth DCF formula is an extremely useful rule of thumb,
but no more than that. Naive trust in the formula has led many financial analysts
to silly conclusions.

We have stressed the difficulty of estimating » by analysis of one stock only. Try
to use a large sample of equivalent-risk securities. Even that may not work, but at
least it gives the analyst a fighting chance, because the inevitable errors in estimat-
ing r for a single security tend to balance out across a broad sample.

In addition, resist the temptation to apply the formula to firms having high cur-
rent rates of growth. Such growth can rarely be sustained indefinitely, but the
constant-growth DCF formula assumes it can. This erroneous assumption leads to
an overestimate of . Table 5.3 is probably an example of such an overestimate. The
four largest U.S. railroads were expanding rapidly in 2005 and 2006 as they recov-
ered from a period of low profitability. Security analysts were forecasting contin-
ued recovery and earnings growth at 12% to 15% for the next few years. But the
rate of growth was bound to slow down when the recovery was completed. Thus
analysts and investors were not assuming a single future growth rate, but at least
two: a near-term rate of rapid growth, then a transition to a moderate long-term
growth rate. There was no basis for assuming 12% to 15% growth in perpetuity.

DCF Valuation with Varying Growth Rates Consider Growth-Tech, Inc., a firm
with DIV, = $.50 and Py = $50. The firm has plowed back 80% of earnings and has
had a return on equity (ROE) of 25%. This means that i the past

Dividend growth rate = plowback ratio X ROE = .80 X .25 = .20

The temptation is to assume that the future long-term growth rate ¢ also
equals .20. This would imply

50
= o= 21
"= 50,00

" = : ==
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