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Introduction 

 90-year heritage of helping clients achieve their investment 
banking, asset management and private equity goals 

 Employee-owned since 2004, headquartered in Milwaukee, WI 

 2400 employees in 100 offices worldwide 

 $73.1 billion in M&A advisory value since 1995 

 $83.1 billion in equity raised since 1995 

 Almost 700 stocks under coverage 

 No. 1 ranked institutional research and sales (Greenwich 
Associates) 

 $75 billion in assets under management   
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Adding Value with Policy Analysis 

 Federal legislation, regulations, and politics 
impact public and private companies 
 Shapes/changes assumptions 
 Increases/transfers costs 
 Limits/drives growth  
 Creates problems/opportunities 

 Top down, macro approach complements 
bottom up fundamental research 
 Utilities 
 Clean Tech 
 Upstream Oil and Natural Gas 
 Engineering & Construction 
 Industrials 
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What’s Shaping Energy Markets?  
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The U.S. EPA and Coal 

 “Push to Undo Bush” Agenda 

 Legislation to establish cap-and-trade 
program for greenhouse gases (GHGs) 
failed. 

 Environmental Protection Agency (EPA) 
still views GHG emissions as a problem. 
 Seeks to lower oil consumption  

 Corporate average fuel economy standards 
 Renewable fuels standards 

 Seeks to lower coal consumption 
 More aggressive mining regulation 
 More aggressive electric utility regulation 

December 6, 2011 5 



Litigation Well Underway 

 Mountaintop mining “guidance” case (NMA 
v. EPA, 10-cv-1220) 
 Partial summary judgment granted October 6 
 EPA responses to amended complaints filed 

December 1 
 Oral arguments next year  
 Resolution to permit backlog unclear in spite 

of court successes 

 Oral arguments in Mingo Logan v. EPA 
(10-cv-541) 
 Held November 30 
 Additional argument may be required 
 EPA’s position questioned by judge 
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Power Market Regulation by EPA 

 No GHG legislation, but EPA notes it realizes 
significant GHG reductions as it reduces 
conventional pollutants (NOX, SO2, and 
PM2.5) 

 Significant retirements expected beginning 
now through January 2015  
 Utility Air Toxics Rule (Utility MACT, proposed, 

final due December 16) 
 Cross State Air Pollution Rule (final, but 

litigation for stay likely decided by December 
31) 

 Coal combustion residuals rule (proposed) 
 Cooling water intake rule (proposed) 
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Influences on Power/Emissions 
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“Cheap” shale gas 

EPA regulations on generation 

Pollution control investment 

Replacement generation 

Sluggish economy 

Litigation risk 

Political pushback 

Potential regulator “flexibility” 

2012 Elections 

Offsets higher coal prices 

Retirements tighten capacity 

Higher costs, tighter capacity 

New plant costs more than old 

Lower / slower-growing demand 

Slower implementation timelines 

Slower implementation timelines 

Slower implementation timelines 

Lighter or more aggressive 
regulation? 
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Robert W. Baird & Co. Incorporated and/or its affiliates expect to receive or intend to seek investment-banking related 
compensation from the company or companies mentioned in this report within the next three months. 

Investment Ratings: Outperform (O) - Expected to outperform on a total return, risk-adjusted basis the broader U.S. 
equity market over the next 12 months.  Neutral (N) - Expected to perform in line with the broader U.S. equity market 
over the next 12 months.  Underperform (U) - Expected to underperform on a total return, risk-adjusted basis the broader 
U.S. equity market over the next 12 months. 

Risk Ratings: L - Lower Risk - Higher-quality companies for investors seeking capital appreciation or income with an 
emphasis on safety. Company characteristics may include: stable earnings, conservative balance sheets, and an established 
history of revenue and earnings. A - Average Risk - Growth situations for investors seeking capital appreciation with an 
emphasis on safety. Company characteristics may include: moderate volatility, modest balance-sheet leverage, and stable 
patterns of revenue and earnings. H - Higher Risk - Higher-growth situations appropriate for investors seeking capital 
appreciation with the acceptance of risk. Company characteristics may include: higher balance-sheet leverage, dynamic 
business environments, and higher levels of earnings and price volatility. S - Speculative Risk - High-growth situations 
appropriate only for investors willing to accept a high degree of volatility and risk. Company characteristics may include: 
unpredictable earnings, small capitalization, aggressive growth strategies, rapidly changing market dynamics, high leverage, 
extreme price volatility and unknown competitive challenges. 

Valuation, Ratings and Risks.  The recommendation and price target contained within this report are based on a time 
horizon of 12 months but there is no guarantee the objective will be achieved within the specified time horizon.  Price 
targets are determined by a subjective review of fundamental and/or quantitative factors of the issuer, its industry, and the 
security type.  A variety of methods may be used to determine the value of a security including, but not limited to, 
discounted cash flow, earnings multiples, peer group comparisons, and sum of the parts.  Overall market risk, interest rate 
risk, and general economic risks impact all securities.  Specific information regarding the price target and recommendation is 
provided in the text of our most recent research report. 

Distribution of Investment Ratings. As of November 30, 2011, Baird U.S. Equity Research covered 677 companies, with 
55% rated Outperform/Buy, 44% rated Neutral/Hold and 1% rated Underperform/Sell. Within these rating categories, 15% 
of Outperform/Buy-rated, and 9% of Neutral/Hold-rated companies have compensated Baird for investment banking 
services in the past 12 months and/or Baird managed or co-managed a public offering of securities for these companies in 
the past 12 months. 

Analyst Compensation. Analyst compensation is based on: 1) The correlation between the analyst’s recommendations and 
stock price performance; 2) Ratings and direct feedback from our investing clients, our sales force and from independent 
rating services; and 3) The analyst’s productivity, including the quality of the analyst’s research and the analyst’s 
contribution to the growth and development of our overall research effort.  This compensation criteria and actual 
compensation is reviewed and approved on an annual basis by Baird’s Research Oversight Committee.   

 



Analyst compensation is derived from all revenue sources of the firm, including revenues from investment banking.  Baird 
does not compensate research analysts based on specific investment banking transactions. 

A complete listing of all companies covered by Baird U.S. Equity Research and applicable research disclosures can be 
accessed at http://www.rwbaird.com/research-insights/research/coverage/research-disclosure.aspx. You can also call 1-
800-792-2473 or write: Robert W. Baird & Co., Equity Research, 24th Floor, 777 E. Wisconsin Avenue, Milwaukee, WI 
53202. 

Analyst Certification 

The senior research analyst(s) certifies that the views expressed in this research report and/or financial model accurately 
reflect such senior analyst's personal views about the subject securities or issuers and that no part of his or her 
compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained in the 
research report. 

Disclaimers 

Baird prohibits analysts from owning stock in companies they cover.   

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed 
here reflect our judgment at this date and are subject to change. The information has been obtained from sources we 
consider to be reliable, but we cannot guarantee the accuracy.   

ADDITIONAL INFORMATION ON COMPANIES MENTIONED HEREIN IS AVAILABLE UPON REQUEST     

The Dow Jones Industrial Average, S&P 500, S&P 400 and Russell 2000 are unmanaged common stock indices used to 
measure and report performance of various sectors of the stock market; direct investment in indices is not available.   

Baird is exempt from the requirement to hold an Australian financial services license.  Baird is regulated by the United 
States Securities and Exchange Commission, FINRA, and various other self-regulatory organizations and those laws and 
regulations may differ from Australian laws.  This report has been prepared in accordance with the laws and regulations 
governing United States broker-dealers and not Australian laws.  
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Copyright 2011 Robert W. Baird & Co. Incorporated 

Other Disclosures 

The information and rating included in this report represent the Analyst’s long-term (12 month) view as described above. 
Robert W. Baird & Co. Incorporated and/or its affiliates (Baird) may provide to certain clients additional or research 
supplemental products or services, such as outlooks, commentaries and other detailed analyses, which focus on covered 
stocks, companies, industries or sectors.  Not all clients who receive our standard company-specific research reports are 
eligible to receive these additional or supplemental products or services. Baird determines in its sole discretion the clients 
who will receive additional or supplemental products or services, in light of various factors including the size and scope of 
the client relationships. These additional or supplemental products or services may feature different analytical or research 
techniques and information than are contained in Baird’s standard research reports. Any ratings and recommendations 
contained in such additional or research supplemental products are consistent with the Analyst’s long-term ratings and 
recommendations contained in more broadly disseminated standard research reports. 

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which Robert W. 
Baird Limited holds an ISD passport. 

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the 
Financial Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals 
and may not be distributed to private clients.  Issued in the United Kingdom by Robert W Baird Limited, which has offices at 
Mint House 77 Mansell Street, London, E1 8AF, and is a company authorized and regulated by the Financial Services 
Authority.  For the purposes of the Financial Services Authority requirements, this investment research report is classified as 
objective.   

Robert W Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license.  RWBL is 
regulated by the Financial Services Authority ("FSA") under UK laws and those laws may differ from Australian laws.  This 
document has been prepared in accordance with FSA requirements and not Australian laws. 
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