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Question:

In regard to financing rate assumptions:
a. Please provide electronically all analyses, workpapers and any other documentation available concerning the development of the new long-term marginal financing rates for debt and preferred stock that reflect current expectations as of the 24th VCM report.  

b. Please provide electronically all analyses, workpapers and any other documentation available concerning the development of the new long-term embedded financing rates for debt and preferred stock that reflect current expectations as of the 24th VCM report.  

c. Please provide a summary workpaper comparing the new rates to those used in previous VCMs and explain how and why rates have changed in this VCM compared to past VCMs.

Response:

a. [bookmark: _Hlk34132522]The long-term marginal rates for the 24th VCM have not changed from the 23rd VCM.  Please see electronic Trade Secret (“TS”) Attachment STF-181-14-a for the marginal financing rates. 

b. [bookmark: _Hlk34132598]Embedded financing rates for the 24th VCM were derived based on the company’s projection of its average cost of debt. The projection considers the weighted average cost for outstanding securities previously issued and planned to be issued. Electronic TS Attachment STF-198-14-a shows the development of the new long-term embedded financing rates. 

c. Please see electronic TS Attachment STF-198-14-b for a comparison of the marginal cost of capital assumptions used in the current economic evaluation versus the assumptions used in the previous VCMs. For consistency, deviations to the ROE from SIR Stipulation and 17th VCM order are not reflected in this comparison.
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