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What is on Our Mind 

Safety 

Shale Production 

Demand Shift 

Commodity Price 

Regulation 
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Safety 

• San Bruno demonstrates that ratings can be impacted by a pipeline accident 

• What will be the added cost to maintain systems from new legislation and 

regulations? 

• For interstate pipelines, safety costs are expected to be manageable 

• Will state regulators be motivated to approve LDC pipe replacement 

programs? 
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Shale Production 

• Adequacy and diversity of supply a plus for LDCs 

• Infrastructure development will be needed to maximize resources and reach 

new markets 
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Demand Shift 

• Future demand increases driven by power generation load 

• Will LDCs benefit from increased electric generation usage? 
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Commodity Price 

• Signs point towards relatively low natural gas prices over the next few years 

• Low commodity prices combined with low borrowing costs have provided a 

favorable operating environment for LDCs 

• Low commodity prices, limited price volatility and the collapse of basis 

differentials have reduced the value of certain storage assets 
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Regulation 

• State regulatory trends are credit neutral for utilities with authorized ROEs 

remaining above 10% 

• Rate design changes assuring full and timely cost recovery lower risk 

• FERC regulation of pipelines is expected to remain constructive.  Future 

Section 5 rate case “over-earning” challenges likely to be limited 
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Quarterly Upgrades & Downgrades 

and Ratio of Positive to Negative Outlooks 

2001 - 2011, as of August 31
st

, 2011
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Ratings Distributions of Senior Unsecured Debt 

Corporate Parents Vs. Operating Companies  
August 31

st
, 2011
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Disclaimer 

Fitch Ratings’ credit ratings rely on factual information received from issuers and other sources. 

Fitch Ratings cannot ensure that all such information will be accurate and complete. Further, ratings 

are inherently forward-looking, embody assumptions and predictions that by their nature cannot be 

verified as facts, and can be affected by future events or conditions that were not anticipated at the 

time a rating was issued or affirmed.   

The information in this presentation is provided “as is” without any representation or warranty. 

A Fitch Ratings credit rating is an opinion as to the creditworthiness of a security and does not 

address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned. 

A Fitch Ratings report is not a substitute for information provided to investors by the issuer and its 

agents in connection with a sale of securities.  

Ratings may be changed or withdrawn at any time for any reason in the sole discretion of 

Fitch Ratings. The agency does not provide investment advice of any sort. Ratings are not 

a recommendation to buy, sell, or hold any security.   

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE 

LIMITATIONS AND DISCLAIMERS AND THE TERMS OF USE OF SUCH RATINGS AT WWW.FITCHRATINGS.COM.  
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