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1 

2 I. STATEMENT OF QUALIFICATIONS OF JAMES A. ROTHSCHILD 

3 

4 Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

5 A. My name i s James A. Rothschild and my address is 115 

6 scarlet Oak Drive, Wilton, connecticut 06897. 

7 

8 Q. WHAT IS YOUR OCCUPATION? 

9 A. I am a financial consultant specializing in utility 

10 regulation. I have experience in the regu lation of 

11 electric, gas, telephone, sewer, and water utilities 

12 throughout the United States. 

13 

14 Q. PLEASE SUMMARIZE YOUR UTILITY REGULATORY EXPERIENCE. 

15 A. I am president of Rothschild Financial Consulting and 

16 have been a consultant since 1972. From 1979 through 

17 January, 1985 I was a Principal of Georgetown Consulting 

18 Group, Inc. Prior to that, from 1976 to 1979 I was the 

19 President of J. Rothschild Associates. Both of these firms 

20 specialized in utility regulation. From 1972 through 1976 

21 I was employed as a consultant at Touche Ross & Co., a " bi g 

22 eight" accounting firm. Much of my consulting work done 

23 while at Touche Ross related to utility regulation. While 

24 associated with all of the above firms, I have worked for 

25 vari ous state Uti~ity Commissions, Attorneys General, and 

1 
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1 Public Advocates on matters relating to regulatory and 

2 financial iasues. These included rate of return, financial 

3 issues, and accounting issues. (See Appendix.) 

4 

5 Q. PLEASE DESCRIBE CONSULTING WORK YOU HAVE DONE ON NON-

6 UTILITY MATTERS. 

7 A. I conaulted in the pra paration of bond prospectuses for 

8 five hospitals, assisted a major European chemical company 

9 in deciding whether to acquire an American owned chemical 

10 plant, served as a consultant to a major corporat ion that 

11 went into a Chapter XI bankruptcy, and advised the City of 

12 New York about procedures and attendant savings related to 

13 its payroll disbursement s ystems. 

14 

15 Q. WHAT DID YOU DO PRIOR TO BECOMING A MANAGEMENT CONSULT-

16 ANT? 

17 A. I worked tor five years at Olin Corporation. During 

18 the first tour years with Olin, I was a process engineer at 

19 one of their chemical plants. My last year at Olin was 

20 spent as an economic analyst in its Chemicals Group. 

21 

22 Q. PLEASE DESCRIBE SOME OF YOUR OTHER RELEVANT EXPERIENCE. 

23 A. I was the chairman of a one week seminar given by the 

24 American Management Association entitled "Accounting and 

25 Finance tor Non-Financial Executives". Also, I have lee-
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1 tured to the managements of Union Carbide Corporation, 

2 Celareae Corporation, and Olin Corporation. My topic was 

3 current value accounting applications in the chemical in-

4 dustry. 

5 

6 Q. WHAT IS YOUR EDUCATIONAL BACKGROUND? 

7 A. I received an M.B.A. in Bankinq and Finance from case 

8 Western University (1971) and a B.S . in Chemical Engineer-

9 ing from the university of Pittsburgh (1967). 
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1 II. PURPOSE OF TESTIMONY 

2 

3 Q. WHAT IS THE PURPOSE OF THIS TESTIMONY? 

4 A. This testimony addresses the cost ot capital that Gulf 

5 Power should be allowed to earn on its utility rate base . 
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1 III. SUMMARY OP CONCLUSIONS 

2 

3 A. Reoo .. ended coat ot Capital 

4 Q. PLEASE SUMMARIZE YOUR CONCLUSIONS ON THE COST OF CAPI-

5 TAL TO GULP POWER COMPANY. 

6 A. The overall cost ot capital that should be allowed to 

7 Gul t Power Coapany ia 7 • 9 5 t (see Schedule 1 , Page 1) . 

8 This is based upon an investor supplied capital structure 

9 with 42.98t common equity, 8.10t preferred equity, and 

10 48.92t debt. ~he cost of capital is based upon a cost of 

11 equity of 11.75t. 

12 I also explain in this testimony that the cost of 

13 equity to service induetrial customers is is estimate d t o 

14 be about 0.4t higher than to sarvice residential or commer-

15 cia ! customers. This means that the cost to service 

16 residential and commercial customers is probably somewhat 

17 below 11.7St , and the cost to service industrial customers 

18 is probably slightly hiqher than 11.75t. 

19 

20 Q. HAVE THE PROBLEMS WITH THE INTERNAL REVENUE SERVICE AND 

21 OTHER ALLEGED MANAGEMENT INDISCRETIONS INCREASED THE COST 

22 OF EQUITY OF GULP POWER? 

23 A. Theoretically, yes. However, I do not believe it is 

24 proper for ratepayers to be charged tor whatever extra 

25 costs miqht exist as a result ot these problems. While I 
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1 have not made any downward adjustment, to the extent pos-

2 sible this higher equity cost should not be included in the 

3 return on equity allowed to Gulf Power. 

4 

5 Q. YOUR RECOMMENDATI ON FOR THE COST OF EQUITY IS 1.25' 

6 LOWER THAN THE 13.0' RECOMMENDED BY OR. MORIN. PLEASE SUM-

7 MARIZE WHY THIS DIFFERENCE EXISTS. 

8 A. Or. Morin presented a wide array of DCF analyses, most 

9 of which have a theoretical basis that is inconsistent with 

10 the requirements o t the 0/P + g version of the DCF mod e l. 

11 Specifically, he used non-constant growth rates as an input 

12 to this version of the DCF model which requires that con-

13 stant growth rates be assumed. The one version of the DCF 

14 model he presented which does have some validity, because 

15 it at least does depend upon a constant growth rate, was 

16 applied in a much more limited way than he applied his 

17 other, invalid OCF techniques. In additi~n to the problems 

18 with his DCF method, he improperly increased his equity 

19 c ost determination as a result ot his view of the impact of 

20 the payment of quarterly dividends. In reality, the fact 

21 that dividends are paid quarterly instead of annually 

22 causes the annual DCF model to overstate, not understate 

23 the indicated coat ot equity. The problems with Dr. 

24 Morin's DCF analysis are explained in detail in the Tes-

25 timony Evaluation sectivn of this testimony. 
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1 In addition to the DCF method, Dr. Morin says that he 

2 presented a risk premium analysis. As also explained in 

3 the Testimony Evaluation section of this testimony, the 

4 Risk Premium approach as he presented it is really his DCF 

5 method all over again, but with the additional problems 

6 that it is dependent upon the incorrect assumption that in-

7 come tax laws and investors expectations tor inflation 

8 have remained constant over the years. 

9 

10 Q. YOU SAID THAT THE USE OF AN ANNUAL DIVIDEND DCF MODEL 

11 FOR A COMPANY THAT PAYS DIVIDENDS QUARTERLY RESULTS IN THE 

12 MODEL OVERSTATING THE COST OF EQUITY. DID YOU CONSIDER 

13 THIS IN YOUR 11.75t COST OF EQUITY RECOMMENDATION? 

14 A. I did not lower my cost of equity recommendation as a 

15 result of the quarterly payment ot dividends. For this 

16 reason, and others explained later in this testimony, my 

17 11. 75t cost of equity recommendation is conservatively 

18 high. 
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IV. CAPITAL STRUCTURE 

Q. WHAT 00 YOU RECOMMEND FOR THE CAPITAL STRUCTURE OF GULF 

POWER COMPANY? 

A. As explained in the summary of conclusions of this tes­

timony, the capital structure I have used to formulate my 

overall cost of capital recommendation is shown on Schedule 

1, Page 1. This capital structure is the same one that has 

been proposed by the company. If the Commission should 

determine that any adjustments to the capital structure are 

appropriate, then my cost of capital recommendation should 

be adjusted accordingly. 
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1 V. COST OF FIXED CAPITAL 

2 

3 Q. HOW DID DEFINE THE TERM COST OF FIXED CAPITAL THAT 

4 SHOULD BE ALLOWED TO GULF POWER? 

5 A. I adopted the embedded costs as presented by the com-

6 pany. 
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1 VI. COST OF COMMON EQUITY 

2 

3 

4 

A. Summary of conclusions on Cost of Equity 

5 Q. WHAT IS THE COST OF EQUITY TO GULF POWER COMPANY? 

6 A. The return on common equity this Commission should al-

7 low Gulf Power Company is 11.75t. 

8 My recommended return on equity is based primarily 

9 upon the application of the DCF method to the ele~tric com-

10 panies in the Moody's Electric Utility Common Sto ::ks 

11 (Moody's 24) which are not in the midst of nuclear con-

12 struction uncertainties, and to the southern company which 

13 is the parent of Gulf Power. 

14 The equity cost recommendation has been checked for 

15 reasonableness by making a review of the relationship be-

16 tween market-to-book ratios and the earned return on equity 

17 and by comparable earnings observati ons ot the the actual 

18 return on book equity that has been achieved by the Dow 

19 Jones 30 industrials. 

20 B. Definition ot Cost of Equity 

21 

22 Q. HOW DO YOU DEFINE THE TERM COST OF COMMON EQUITY? 

23 

24 

25 
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1 A. The cost ot common equity is the profit opportunity rate 

2 investors require in order to be willing to exchange cur-

3 rent cash for the right to future dividends and future 

4 capital appreciation. 

5 

6 Q. WHAT DETERMINES THE MARKET PRICE OF A UTILITY'S STOCK? 

7 A. The perceived success of management in earning profits 

8 on assets, not the cost of the assets, determines the 

9 market price tor essentially any stock. If profit expecta-

10 tiona grow to where they exceed investors' requirements, 

11 market price will exceed the net original cost (book value) 

12 and it profit expectations fall below investor require-

13 menta, market price will be less than book value. The 

14 market price can properly be compared to book value r er 

15 share to determine the adequacy of the earnings prospects 

16 that investors expect management to achieve on the 

17 company's assets. The commonly used statistic to compare 

18 these factors is the market-to-book ratio. 

19 

20 Q. FOR A COMPANY WITH A MARKET PRICE IN EXCESS OF BOOK 

21 VALUE, HOW LONG WILL THE STOCK PRICE STAY ABOVE BOOK VALUE? 

22 The stock price will remain above book value as long as in-

23 vestors continue to expect the return on book equity to be 

24 higher than they de•and on their market price investment. 

25 If, in the future business conditions change such that in-

11 
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1 vestors no longer expect the company to be able to earn a 

2 return on book equity in excess ot the return demanded on 

3 market, the market price will decline. 

4 

5 

6 Q. HOW DOES THIS APPLY TO A REGULATED UTILITY COMPANY? 

7 For a utility, it all assets are included in the rate 

8 base, and it all expenses are deemed to be appropriate, 

9 requlators should strive to set authorized earnings at the 

10 level required to result in a market-to-book ratio averag-

11 ing approximately 1.0 in the long run. It regulators were 

12 to set earnings at a level which would cause investors to 

13 set the market price below book value, the earnings power 

14 of the assets would be perceived to be worth less than the 

15 net original cost. Conversely, it regulators were to set 

16 earnings at a level which would cause investors to set the 

17 market price above book value, this would mean investors 

18 would be perceiving that the profits on the assets would be 

19 high enough to make them worth more than the original cost 

20 of the assets. 

21 

22 Q. WHAT IF A UTILITY COMPANY'S COMMON STOCK PRICE IS AL-

23 READY SIGNIFICANTLY ABOVE BOOK VALUE? 

24 

25 
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1 A. This is a clear sign that the company is expected by 

2 investors to be able to earn more than its cost of equity. 

3 To the extent that this high rate of earnings is the result 

4 of the expectations fro• the regulated utility operations, 

5 the regulating authority should take the appropriate dc-

6 tion, such as lowering the authorized return on equity. 

7 Once investors change their expectLtions accordingly, the 

8 stock price will decline to the proper level. 

9 

10 

11 Q. ARE THERE ANY UNDESIRABLE RESULTS ASSOCIATED WITH SET-

12 TING A RETURN AT SOME LEVEL OTHER THAN THAT WHICH WOULD 

13 RESULT IN A MARKET PRICE EQUAL TO THE BOOK VALUE OF USED 

14 AND USEFUL UTILITY INVESTMENT? 

15 A. Yes. If the market-to-book ratio target were less than 

16 1.0, management might resist making new capital investments 

17 in order to minimize dilution. Conversely, a market-to-book 

18 ratio above 1.0 derived from the authori ~ed return would 

19 also be an undesirable target for a regulated company. Not 

20 only would it result in higher profits than necessary, it 

21 also would give management an incentive to invest in un-

22 needed new assets. Equity raised to finance the new assets 

23 would cause the book value to inflate. Therefore, if 

24 regulation permits a utility to increase its book value 

25 per share merely by purchasing new assets, a potential risk 

13 



1 exists that more assets would be purchased than needed to 

2 provide safe and adequate service. It is possible that the 

3 high market-to-book ratios in the 1960's and early 1970's 

4 contributed to the extr a capacity that exists today in many 

5 parts of tbe country. 

6 The OCF aethod is specifically designed to measure the 

7 return on equity investor• expect to earn on their market 

8 price investment. 

9 

10 Q. CAN THE COST OF EQUITY BE DETERMINED PRECISEJ,Y? 

11 A. A certain degree of imprecision exists in the dete r-

12 

13 

14 

15 

16 

17 

18 

mination of equity cost because a company's ma rket pric~ is 

dependent upon investors' expectations of future average 

earnings levels. Future expectations are not subject t o 

precise computation. However, the greatest source of im­

precision in arriving at the cost of equity in utility rate 

proceedings comes from the improper selection of tech­

niques, or the misapplication of the selected techniques 

19 rather than for a difficulty in quantifying investors• ex-

20 pectations. For example, if in the DCF method, one a p-

21 preaches the quantification of investor growth expec ta-

22 tiona by merely observing historic growth in earnings per 

23 share or dividends per share without basing future expecta-

24 tiona on an understanding of what it is in the historic 

25 data that causes growth, it is possible to reach a growth 

14 



1 conclusion which is substantially different from that ex-

2 pected by investors. Alternatively, if growth is quantified 

3 by recognizing that it occurs because earnings have been 

4 and will be retained in the business and used to purchase 

5 used and useful assets, a auch aore accurate estimate of 

6 growth is possible. 

7 

8 Q. DOES THE USE OF AN ARRAY OF IMPRECISE METHODS HELP TO 

9 IMPROVE PRECISION? 

10 A. No. Using a collection of inaccurate methods can only 

11 serve to dilute the accuracy of the answer obtained from 

12 the accurate &~thods. Quantity is not a substitute for 

13 quality. For example, as explained in the Testimony 

14 Evaluation section of this testimony, considering the 

15 results of a risk premium analysis only serve to reduce the 

16 accuracy of the computed cost of equity. 

17 

18 Q. IS HISTORIC DATA HELPFUL? 

19 A. Yes. Investors and analysts examine historic data to 

20 help understand what is probable for the future. However, 

21 sophisticated investors do not compute historic five or ten 

22 year growth rates and use that result to determine what 

23 growth rates are probable to occur in the future. 

24 

25 
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1 c. Cost ot Equity Computation 

2 1. Introduction 

3 Q. Hml HAVE YOU COMPUTED THE COST OF COMMON EQUITY? 

4 A. I have computed the cost of equity by using a properly 

5 applied DCF method . By properly applied, I mean a method 

6 that is consistent with the basic assumptions referenced 

7 later in my testimony are required to implement the DCF 

8 method. This essentially means that my estimate of growth 

9 is based upon a future sustainable growth rate, not a 

10 growth rate that might have by chance happeued o·; er any 

11 particular historic period. 

12 As will be explained in this section of my testimony, 

13 to properly apply the simplified, or D/P + "g" version of 

14 the DCF method it is necessary to make the four following 

15 determinations: 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1) the dividend yield 

2) the return on equity rate which investors an­

ticipate for the future 

3) the dividend payout ratio (or retention rate) that 

is consistent with the dividend yield and return on 

equity expectation 

4) the impact ot any sales of new common equity at 

other than book value. 

16 



1 Q. o:;:o YOU RELY ON ANY TECHNIQUES OTHER THAN THE OCF 

2 METHOD? 

3 A. Properly applied, the DCF method is far supe rior t o 

4 other equity costinq methods. Theref ore, it should be 

5 qiven primary weiqht. 

6 I have checked the results from my DCF method by ob-

7 servinq the relationship between the earne d return on 

8 equity and the market-to-book ratios, and have prese nted a 

9 comparable earninqa study . The comparable earnings study is 

10 helpful to show that my equity coat rec ommendation is s u f-

11 ficient to provide a return on equity commensurate wi~h the 

12 returns beinq earned by unregulated firms. 

13 

14 

15 

16 

17 
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19 
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23 

24 

25 
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1 2. Description of DCF Method 

2 Q. PLEASE EXPLAIN THE DCF METHOD. 

3 A. The DiscourJted Cash Flow, or OCF method, is based upon 

4 the princ i ple that there is a time value associated with 

5 money. That is, $1,000 received next year is worth less 

6 than $1,000 received today. This is true, if for no other 

7 reason, because one peraon could take the $1,000 received 

8 today, put it in a bank account guaranteed by the federal 

9 government, then, one year later withdraw those funds from 

10 that account. Assuming an interest rate of 6\ compounded 

11 annually, at the time of withdrawal, one would receive ap-

12 proximately $1,060 from the bank. In this way, $1,000 today 

13 is worth the same as $1,060 received in one year. Because 

14 of this time value associated with money, the relative 

15 value difference of the $1,000 received next year versus 

16 the $1,000 received today is dependent upon the interest 

17 rate, or cost of capital. 

18 The concept ot time value as explained above is 

19 directly applicable to a decision to purchase common stock. 

20 The essential difference between an investment in common 

21 stock and an investment in the bank account is that, unlike 

22 with a bank account, the exact total yield from an invest-

2 3 ment in common stock is not specified and there is no 

24 federal guarantee that either the principal will be 

2 5 
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1 returned or that any dividends will ever be paid . While 

2 the stock investment is more risky, the basic principle of 

3 the time value of money remains the same. 

4 When an investor either buys stock in a company, or 

5 deposits money in a bank account, he or she gives up cash 

6 today in exchanqe tor the riqht to potential future gains . 

7 The investor in the bank account qeta the specified inter­

S est income, whereas the investor in common stock gets any 

9 dividends the company may declare plus the right to sell 

10 the stock at prevailinq market prices. Today's stock pr1ce 

11 is the present value equivalent ot the expected dividends 

12 and the proceeds from eventually selling the stock. The 

13 interest rate, or, discount rate, that make s the future an-

14 ticipated dividends and future anticipated selling price 

15 equal to the present market price is the cost of equity. 

16 conceptually, it is possible to use a "full" DCF method 

17 by makinq a separate year-by-year estimate of what the 

18 dividend tor any qiven company will be. Then, each year's 

19 dividend could be separately discounted back to arrive at 

20 its net present value. Thro uqh a series of repeated com-

21 putations, eventually the discount rate can be determined 

22 that is sufficient tor the stream of future cash flows to 

23 have the same net preaent value as the current market 

24 price. This procedure is moderately cumbersome. When cer-

25 tain specific conditions exist, it is possible to greatly 

19 



1 simplify the process. If it is reasonable to expect that 

2 earnings, dividends, book value, and stock price will all 

3 grow at a c~onatant rate in the future, it is mathematically 

4 acceptable to use the simplified version of the OCF for-

5 mula. 

6 The simplified formula is k • 0/P + g where k equals the 

7 cost of equity, D equals the dividend, P equals market 

8 price and g equals the future anticipated rate of growth in 

9 dividends, earnings, book value, and stock pri ce . 

10 For reasons that will be explained later, if a decision 

11 to use this simplified version of the OCF formula is made, 

12 as I have done in my testimony) it is critical that the 

13 retention rate times return on equity, which is commonly 

14 referred to as the "b x r" approach, be uged to compute 

15 growth. This is because the "b x r" approach arrives at a 

16 future sustainable constant growth rate. Other techniques, 

17 such as the historic rate ot change in dividends, are 

18 derived from environments in which earnings, dividends, and 

19 book value all grew at varying rates Therefore, they are 

20 not the type of growth rates that can be used in the 

21 sic plified, or D/P +g version of the DCF formula. 

22 The s implified version of the DCF method is applied by 

23 computing 0/P(dividend yield), determining g and then ad-

24 ding these two results tog ther. 

25 
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1 Q. IS IT GENERALLY APPROPRIATE TO USE THE D/ P + g 

2 SIMPLIFIED VERSION OF THE OCF METHOD FOR PUBLIC UTILITIES? 

3 A. Yes. For most utilities, future business conditions are 

4 generally expected to be relatively stable. Earnings fluc-

5 tuate to a certain degree based upon local weather and 

6 economic cycles, extraordinary events and the timing of 

7 rate cases . However , results generally tend to cycle back 

8 to a normal profit allowances as a result of rate increase 

9 awards. This is in contrast to some non-util ity companies 

10 that might have a fad product with a profit expectation for 

11 only a few years or a developing company which might be ex-

12 pected to have several years of poor earnings before its 

13 product becomes successful. 

14 

15 Q. IS THE DCF (ETHOO ALWAYS APPLIED PROPERLY? 

16 A. No, not always. A common mistake that must be avoided 

17 in the impleme ntation of the DCF method tor publi c 

18 utilities is to simply compute a compound annual growth 

19 rate from an historic period as a starting point and to 

20 apply that "g" to the simplified 0/P + g formulation. As 

21 will be described in detail later in this testimony, this 

22 is one of the critical mistakes made by by Gulf Powers' 

23 witness Dr. Morin. 

24 

25 
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1 Because analysts published five-year growth rates are 

2 measured from an historic year to a forecasted future year, 

3 these growth rates should only be used in the complex ver-

4 sion of the DCP method and should not be used in t he 

5 simplified version of the method. Relying upon growth fro~ 

6 an historic period for use in the DCF method, even if the 

7 historic period is the most recently completed year, is in-

8 correct. As a general rule such growth is not sustainable 

9 and is not reflected in stock price movement. Unless the 

10 

11 

12 

13 

14 

historic base period contained a return on 

payout ratio that is exactly equal to the 

ticipated return on equity and payout ratio. 

For example, if a utility company earned 

equity in 1988, but investors believed the 

equity and 

future an-

10.0% on its 

company was 

15 capable of earning 12.0t on equity in the future, the in-

16 crease in earnings per share necessary to bring the 10 .0 \ 

17 to 12. 0 \ would show up as a very high increment to growth 

18 in ana l ysts estimates for growth over the next few years. 

19 An incr ease from a lOt return on equity to a 12% return on 

20 equity is a one-time growth in earnings per share of 20\! 

21 A non-recurring source of growth such as this, even spread 

22 out over five years would still have a very large distor-

23 tive effect on the growth rate the analyst would publish. 

24 This growth rate is not sustainable because the earned 

25 return on equity cannot realistically be expected to in-

22 



1 crease to 14t, then 16t, then 18t, etc. The analysts growth 

2 forecast may be correct, but it is still inappropriate to 

3 use that type of a growth in the D/P +g simplified formula-

4 tion of the DCF model . 

5 

6 Q. CAN YOU PROVIDE A CALCULATION THAT DEMONSTRATES THE EF-

7 FECT YOU ARE DESCRIBING? 

8 A. Yes. Assume that a company in 1988 had a book value of 

9 $10.00 per share, earned $1.00 per share, and paid a 

10 dividend of $ .so per share. Based upon these asaumptions, 

11 it would have earned a return on equity of approximately 

12 lOt. Assume for purposes of this discussion that the 

13 company's regulators approve a rate increase resulting in 

14 an earned return on equity of 12t. Increasing the return on 

15 equity from lOt to 12t would result in ar immediate in-

16 crease in the company's ability to earn by 20t! A return on 

17 equity of 12t on a $10.00 book value produces earnings of 

18 $1.20, or 20t higher than the $1.00 earned when the earned 

19 return was only lOt. If the company kept the payout ratio 

20 constant, it could also increase dividends, in this case 

21 from $.50 to $.60. Therefore, dividends would also see a 

22 one-time qrowth spurt of 20t. In this example, if the 

23 analyst expected the return on equity to be increased from 

24 lOt to 12t, the one-time qrowth spurt of 20t that is re-

25 quired merely to bring the return on equity up to current 

23 



1 cost rates would increase the annual average growth by 

2 20%/5years, or about 4t (actually, 3.7t higher on a com-

3 pound annual computation). While on the one hand, the as-

4 tute analyst would recognize that this one time extraordi-

5 nary growth would occur in the first future five year 

6 per i od, the same analyst could not expect this extraordi-

7 nary growth to reoccur in all periods subsequent to the 

8 first five years. Use of the D/P + g version of the DCF 

9 method, however, requires the assumption that the growth 

10 rate, or "g" used will continue far beyond ttje first five 

11 years. Since in the above example, any rational analyst 

12 would recognize that the growth rate predicted for the 

13 first five years would not continue into the subsequent 

14 time periods, such an analyst would not use the D/P + g 

15 formulation in conjunction with that five year growth r ate 

16 

17 Q. HOW SHOULD THE GROWTH RATES FOR USE IN THE SIMPLIFIED 

18 VERSION OF THE DCF MODEL BE ESTIMATED? 

19 A. The future growth rate is dependent upon the future 

20 earnings a utility will achieve. The future growth rate, or 

21 "q" portion of the D/P + g formula, is properly detenuned 

22 by multiplying the future expected earned ret~rn on equity 

23 by the portion of these future earnings that are expected 

24 to be retained in the business rather than paid out as a 

25 dividend (retention rate). This results in the ongoing, 
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1 sustainable growth rate which is appropriate for use in the 

2 simplified version ot the DCF method. Earnings retained in 

3 the busineaa are what is available tor reinvestment in 

4 utili1:y assets . Ultimately, the earnings of a utility corn­

S pany are dependen~ upon the value ot the assets included in 

6 rate base. 

7 

8 Q. COULD YOU GIVE AN EXAMPLE THAT SHOWS HOW THE RETENTION 

9 OF EARNINGS PRODUCES GROWTH? 

10 A. Yes. Exactly how retained earnings and earn~d return on 

11 equity combine to produce qrowt~ can be seen in the follow-

12 ing example: 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Assume a company with a book value of $20.00 per 

share at the beginning of a year earns 10' on equity 

and pays a dividend of $1.50 per share. Its earnings 

in that year would be $2.00 (the $20.00 book value 

multiplied by 10,) . Retained earnings would be $2.00 

less $1.50 of dividends, or $0.50. Since the $0.50 

represents a permanent increase in equity capital, the 

book value of the company at the end of the year would 

bP $20.50 per share. In this way , by foregoing the 

additional potential $.50 dividend, the common equity 

holder has, in tact, inveoted an additional $. 50 in 

the business. 
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5 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

If the company is anticipated to continue to earn 

10', then earnings in the next year will be an­

ticipated to be $2.05 ($20.50 multiplied by 10'). In 

this example the growth in earnings is $2.05/$2.00 -

1.025 or 2.5, growth. Mathematically, it is possible 

to express the gro~h cauaed by retained earnings as b 

times r where b equals the retention rate and r equals 

the future anticipated return on equity. I note, once 

again, that the cause ot growth in earnings per share 

for a utility may properly be compared to the cause of 

growth of earnings in a savings account. If an inve 3-

tor has $1,000 in a savings account paying 6' inter­

est, in the first year earnings will be $60. At the 

end ot one year the account will contain $1,060. If 

the investor decides to leave the $60 in the account 

(or "retain" all earnings), then earnings in the next 

year will grow from $60 to $63.60 (1,060 x 6,). Con­

versely, if the investor decides to wit~draw the $60 

of first-year earnings, earnings in the second year 

will not grow to $63.60, but will remain at $60. Ex­

actly the same principle holds for a common stock in­

vestment. It earnings are retained, they will be 

reinvested in the business and become available for 
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1 

2 

3 

4 

5 

6 

7 

8 

future earnings growth, but if they are paid out as 

dividends, they will not be available for reinvest­

ment. 

Q. TO WHAT DOES THE GROWTH COMPONENT OF THE DCF FORMULA 

REFER? 

A. The formula refers to the determination ot the dis-

counted value of future cash flows. Cash flows include 

9 dividends plus the eventual proceeds from the sale of the 

10 stock. Some analysts incorrectly oversimplify the DCF 

11 model by saying that it is only dividends being discounted. 

12 Earnings either go to pay dividends or to increase the 

13 market price of a stock. Therefore, it the DCF model were 

14 to examine only one tactor, earnings would be preferable to 

15 dividends as the indicator of total future cash flow . 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. IS THERE ANYTHING OTHER THAN EARNINGS AND DIVIDENDS 

WHICH CAN INFLUENCE THE BOOK VALUE GROWTH OF A COMPANY? 

A. Yes. If a company sella new common stock equity, the 

amount received per share is equal to market price (less 

financing costs), not book value. The proceeds from the 

sale of now stock are added to the total common stock 

equity at the same time the number ot shares outstanding is 

increased. Book value per share is equal to total common 

equity divided by total shares outstanding. Therefore, if 
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1 a new common equity •ale is accomplished at a price above 

2 the book value, the book value per share will increase and 

3 if that sale is made below book value, the book value per 

4 share will decree••· 

5 

6 Q. HOW DOES A CHANGE IN BOOK VALUE PER SHARE IMPACT EARN-

7 INGS? 

8 A. Earnings per share is equal to the book value per share 

9 times earned return on equity. Therefore, anything that 

10 causes the book value per share of a utility company to 

11 decrease will tend to cause the earnings per share to 

12 decrease and anything that cause• the book value per share 

13 to increase will tend to cause the earnings per share to 

14 increase. 

15 

16 Q. PLEASE SUMMARIZE WHAT HAS TO BE DETERMINED IN ORDER TO 

17 BE ABLE TO CORRECTLY APPLY THE D/P + 9 VERSION OF THE DCF 

18 METHOD TO ARRIVE AT AN INDICATED COST OF EQUITY. 

19 A. As explained previously, to properly apply the D/P + g 

20 formulation ot the DCF Method, four determinations need to 

21 be made: 

22 

23 1. Dividend Yield 

24 2. The return on equity rate which investors an-

25 ticipate a Company will earn in the future 
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1 3. The dividend payout ratio (or retention rate) 

2 that will be maintained in the f uture 

3 4. The impact of any sales of new equity at other 

4 than book value. 

5 

6 Whether using the D/P +g simplified version of the DCF 

7 method, or using the full DCF method, it is essenti al t hat 

8 the above determination• be i nternally consistent . For 

9 example, assume: 

10 

11 

12 

13 

14 

15 

16 

17 

Market Price 

Book Value 

Dividend 

Then Dividend Yield 

-
-
-

-

$14 . 00/ share 

10.00/ share 

1.00/share 

$ 1.00/14.00 = 7.14 % 

18 If an analyst concluded that investors anticipated this 

19 hypothetical company to be able to earn 12.0\ on its equity 

20 in the future, the only consistent payout ratio that can be 

21 correct ly used with the above assumptions is determined as 

22 follows: 

23 

24 

25 

Anticipated Return on Equi ty of 12.0\ x 

Book Value of $10.00 • $1.20 earnings per s ha r e 
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1 

2 

3 

4 

Ratio 

Dividend ot $1.00 - 0.833 Payout 

Earnings per Share of $1.20 

5 The point here is that the dividend yield computation 

6 and the growth rate computation are interdependent, not in-

7 dependent determinations. This is because each dollar of 

8 earnings available to a company may be either allocated to 

9 dividends and sent directly to investors or reinvested in 

10 the business to provide a growth in earnings for the tuture 

11 cash flow benefit ot investora. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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1 

2 

3. Implementation of DCF Method 

3 Q. TO WK\T COMPANY OR COMPANIES DID YOU APPLY THE DCF 

4 METHOD IN THIS CASE? 

5 A. In order to deteraine the cost ot equity component of 

6 the overall rate ot return to be applied to the Company's 

7 rate baae, a DCF analysis waa performed on both The 

8 Southern company and on Moody's 24 electric utilities. The 

9 Moody's 24 was analyzed in two groups, one group made up of 

10 electric utilities not engaged in nuclear construction, and 

11 the other with electric companies that are engaged in 

12 nuclear construction. My use ot the Southern Company as a 

13 proxy for Gulf Power is conservative because while Gulf 

14 Power does not have any nuclear risk exposure, the Sou~hern 

15 company does. 

16 

17 Q. WHY DID YOU SEPARATE THE MOODY'S 24 INTO GROUPS BASED 

18 UPON THEIR NUCLEAR CONSTRUCTION INVOLVEMENT? 

19 A. In the current environment, investors are aware of the 

20 greater potential tor future earnings problems caused by 

21 nuclear construction activities. Many electric companies 

22 engaged in nuclear construction have found it n~cessary t o 

23 cut or eliminate the common dividend. This fact has had a 

24 material, negative impact on the stock price of electric 

25 utilities engaged in nuclear construction. 
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1 

2 Q. HOW DID YOU SELECT MOODY'S 24 ELECTRIC UTILITIES TO 

3 COMPARE TO GULF POWER? 

4 A. This is a list of electric utilities that was selected 

5 by Moody's to be representative of the electric utility in-

6 dustry in the United Stat~s. Furthermore, Moody's has com-

7 piled considerable historic data regarding these companies 

8 which greatly simplifies the analysis process. 

9 

10 Q. IS IT YOUR CONTENTION THAT EACH OF THESE COMPANIES IS 

11 THE SAME AS GULF POWER? 

12 A. No. No two companies are identical in all respects. All 

13 companies have certain unique characteristics that make 

14 them in one way or another different from Gulf Powe r. 

15 However, the primary factors which influence the cost of 

16 equity are the same, -- they are regulated public utilities 

17 that obtain the majority of their income by selling 

18 electricity under the protection of a territorial monopoly. 

19 Gulf Power has more financial risk than the average 

20 non-nuclear construction electric utility. However, it a lso 

21 has a lower business risk than both the Mood~'s 24 and The 

22 S outhern Company because it has no nuclear capac i ty what-

23 soever. The greater financial risk exists because it has a 

24 lower than average level of common equity in the capital 

25 structure. As is shown on Schedule 1, Page 2, I have made 
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1 an adjustment to increase the cost of equity as indicated 

2 from the analysis of the Moody's 24 to account for the 

3 higher financial risk. Based upon a Paine Webber report 

4 entitled Electric Utilities Industry , March 6, 1990 con-

5 eludes that electric companies with no nuclear involvement 

6 have a 0.5\ lower coa t of equity than those with a nuclear 

7 involvement. However, to be conservative, I did not make 

8 the downward adjustment recommended by Paine Webber to ac-

9 count for the lower business risk enjo~ed by Gulf Power 

10 than either the Southern Company or the Moody's 24 electric 

11 utilities. 

12 

13 Q. HOW SHOULD THE DIVIDEND YIELD USED WITH THE DCF METHOD 

14 BE OBTAINED? 

15 A. Ideally, the dividend yield that is tr)ical of the near 

16 term future should be used in implementing the DCF analysis 

17 for regulatory purposes. Some experts feel that a spot 

18 dividend yield is the best possible estimate because that 

19 yield reflects the most current aggcegate estimate of in-

20 vestors. Others feel that a current dividend yield might 

21 contain market irregularities which temporarily distort the 

22 computed dividend yield. The DCF analysis I present is 

23 based upon both current spot dividend yield data and his-

24 toric data. The recommended result is based upon both ob-

25 serving historic and the current spot dividend yields. In 
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1 the current environment there is a relatively sma l l dif-

2 terence between the current yields and the average yields 

3 over the last year. 

4 

5 Q. THE DCF THEORY REQUIRES THAT THE D IN THE D/ P + g FOR-

6 MULA USE NEXT YEAR'S DIVIDEND RATE RATHER THAN THE CURRENT 

7 DIVIDEND RATE. HAVE YOU ALLOWED FOR THIS REQUIREMENT? 

8 A. Yes. In my DCF computations, I increased the curtent 

9 dividend r a te by an amount equal to one-half o f a year' s 

10 growth in dividends. In this way, the DCF computa tions 

11 presented herein are based upon the average d ividend rate 

12 expected for the next year. 

13 

14 Q. HOW HAVE YOU COMPUTED THE GROWTH RATE FOR USE IN THE 

15 DCF MODEL? 

16 A. As mentioned previvusly, the critical number to t he 

17 proper determination of the growth rate to use in the DCF 

18 analysis is the future return on equity level anticipated 

19 by investors. For purposes of applying the DCF method, 

20 factors such as allowed returns on equity , historic ac tual 

21 returns on equity and returns on equity as anticipated by 

22 Value Line, and as computed from the consensus growth rate 

23 developed by Zack'a Investors Service were reviewed. A 

24 review of other analysts' reports, and general observations 

25 concerning financial conditions contributed to my analysi s. 
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1 

2 Q. WHY DID YOU USE VALUE LINE AND ZACK'S AS SOURCES TO 

3 PROVIDE THE FUTURE EARNED RETURN ON EQUITY? 

4 A. These are the two sources available to me that provide 

5 long-term estiaates of earned return on equi ty for a broad 

6 range ot utility companies. Although ma ny of the details 

7 of the method relied upon by these sources to produce the 

8 estimates are not disclosed, I am presenting thes e futu to 

9 return on e quity estimates in this case because they 

10 provide a helpful balance to the other :>bservable f a cts 

11 used to formulate an estimate as to what inves tors expec t 

12 will be the tuture earned return on equity. 

13 Nevertheless, one must view the Value Line projections 

14 with caution because they tend to base their future ex-

15 pected returns on equity on the historic allowed ret~rns on 

16 equity. In the current environment, for those companies 

17 that have not had a rate case since 1985, it is probable 

18 that the future allowed return on equity will be l e ss than 

19 in the past. 

20 

21 Q. ISN'T IT TRUE THAT IN ADDITION TO PROVIDING AN ESTI MATE 

22 OF FUTURE RETURN ON EQUITY, VALUE LINE ALSO PUBLISHES A FU-

23 TURE GROWTH RATE? 

24 

25 
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1 A. No, not exactly. Value Line publishes a growth rate 

2 that it calls growth from 1986-88 to 1992-94. This growth 

3 rate is part historical and part projected. It is AQ1 ap-

4 propriate to use the growth rates in earnings per share or 

5 dividends per share as published in Value Line in the 

6 simplified 0/P + g foraulation of the OCF method. This is 

7 because theae growth rates aa computed by Value Line are 

8 not the average constant growth rates which are required in 

9 the use of the simplified version of the OCF method. 

10 

11 Q . HOW 00 YOU KNOW THAT THESE ARE NOT AVERAGE CONSTANT 

12 GROWTH RATES? 

13 A. Value Line describes its growth rate as the annual 

14 rates of change from either 1986-88, or 1987-89 depending 

15 upon the company, to 1992-94. This means that to the ex-

16 tent the base period had abnormally low or abnormally high 

17 earnings, the growth rate computed based upon it would not 

18 be reflective of the future sustainable growth rates. 

19 

20 Q. DOES ZACK'S PUBL.ISH GROWTH RATES? 

21 A. Yes, Zack's publishes five year consensus earnings per 

22 share growth rates. These growth rates are obtained by com-

23 piling the growth rate estimates issued by the major in-

24 vestment bankers. 

25 
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1 Q. CAN THESE GROWTH RATES BE USED DIRECTLY IN THE D/ P + g 

2 VERSION OF THE OCF FORMULA? 

3 A. No. These are five year growth rates, not the infinite 

4 time horizon growth rates required by the D/P + g version 

5 of the calculation. They provide the consensus anticipated 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

earnings per share growth from the most recent historic 

year out to five years from now. If the earned return on 

equity an analyst felt was sustainable in the future was 

not achieved in the most recent historic year, then the 

published five-year growth rate will be higher than the 

long-ten.1 sustainable growth rate. Conversely, if the 

return on equity achieved in the most recent historic year 

was higher than the analyst felt was sustainable, then the 

five year growth rate forecast by analysts will be lower 

than the future sustainable growth rate. 

Q. GIVEN THIS PROBLEM, HOW ARE THE ANALYSTS' GROWTH 

FORECASTS HELPFUL IN IMPLEMENTING THE OCF METHOD? 

A. The five-year earnings per share growth rate can be 

converted into a sustainable growth rate by determining the 

earned return on equity a company would have to accomplish 

in order to be able to aehieve the five-year growth rate 

23 expected by analysts. Then, this expected return on equity 

24 can be used in the return on equity x retention rate com-

25 putation. Exactly how the consensus growth rates were con-
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1 verted into the future return on equity expected by 

2 analysts is shown on Schedule 6. on that schedule, both 

3 the the earninqs per share and dividends per share were es-

4 calated at Zaok's Consensus 5 Year Growth Rate. Book value 

5 was obtained by addinq earninqs and subtracting dividends 

6 from the beginninq book value. The resultant future earn-

7 ings per share was then divided by the future future ex-

8 pected averaqe book value per share. 

9 

10 Q. IS THE RETURN ON EQUITY EXPECTED BY ANALYSTS THE SAME 

11 THING AS THE COST OP EQUITY? 

12 A. No. The return on equity expected by analysts in and 

13 of itself says nothing about the cost of equity being 

14 demanded by investors. It is only after considering both 

15 the future expected return on equity and the market price 

16 and other data of a company in a formula such as the DCF 

17 method is it possible to reach an estimate of the cost of 

18 equity. 

19 

20 Q. PLEASE DESCRIBE HOW YOU DEVELOPED THE GRONTH RATE FOR 

21 THE MOODY'S 24 ELECTRIC UTILITY COMPANIES. 

22 A. I used the D/P + q formulation of the DCF method be-

23 cause the same future return on equity expectation is ap-

24 propriate tor all future years. While it can be said with 

25 confidence that the future earned returr. on equity will 
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1 fluctuate, it is not known at this time which future years 

2 will have a higher than expected return on equity result 

3 and which future years will have a lower future expected 

4 result. Therefore, no additional accuracy would be ob-

5 tained by using the more complex version ot the DCF method. 

6 Because I chose to use the D/P + g version of the DCF for-

7 mula, I computed growth by use of the return on equity 

8 times retention rate, or b x r method. Aa previously ex-

9 plained, b x r should be used wheneve r applying the D/P + 

10 g version of the DCF formula. 

11 

12 Q. WHAT DID YOU CONCLUDE IS THE FUTURE EXPECTED RE~URN ON 

13 EQUITY FOR THE AVERAGE NON-NUCLEAR CONSTRUCTION ELECTRIC 

14 UTILITY? 

15 A. At this time, the majority of investors should be ex-

16 pecting that a typical group of non-nuclear ele.;tric 

17 utilities should be able to sustain an average earned 

18 return on equity of no more than 13.9' in the future. This 

19 conclusion was based upon the fo~lowing observations: 

20 

21 1) According to a Merrill Lynch report entitled 

22 "Utility Industry, Quarterly Regulatory Report", the 

23 average return on equity allowed to electric utilities 

24 has been as follows: 

25 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1987 13.25\ 

1988 13.08\ 

1989 First Quarter 12.89' 

1989 Second Quarter 12.88\ 

Based upon allowed returns on e::Juity over the 

laat ae\leral years, the companies would have to 

achieve returns above the levels allowed on equ i t./ in 

order to earn as much as the 13.9' on equity. There­

tore, the above allowed returns on equity show that my 

use ot a 13.9\ tuture expected return on equity , for 

purposes ot computin9 tuture expected cash flow, is 

conservative. 

2) As shown on Schedule 4, Page 2, the average 

return on equity torecast by Value Line for the non­

nuclear electric utilities is 13.69\. This also shows 

that my 13.9\ estimate of investors future expecta­

tions is conservative. 

3) Aa ahown on Schedule 6, the return on equity 

that the non-nuclear construction electrics will earn 

in five years it the consensus growth rate as forecast 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

by analysts should occur is about 13.84t. This also 

shows that the 13.9t estimate I have used in my DCF 

computations is conservative. 

4) As 8hown on Schedule 4, Page 2 , the average 

earned return on equity achieved for the non-nuclear 

construction electrics was 13.63t in 1989. Therefore, 

my 13.9t estimate of future return on equity expecta-

tiona is supported as a conservatively high estimate 

by the recent historic earned return on equity data. 

13 Q. WHAT DID YOU CONCLUDE WAS THE AVERAGE FUTURE RETURN ON 

14 EQUITY ACHIEVABLE POR THE NUCLEAR CONSTRUCTION ELECTRICS, 

15 AND HOW DID YOU REACH THAT CONCLUSION? 

16 A. I concluded that investors expect the ~uclear construc-

17 tion electrics to average 12.50t return on equity in the 

18 future. This conclusion was arrived at by considering the 

19 above points regarding the non- uclear construction 

20 electrics and additionally observing that both the return 

21 on equity derived fro• the Zack's consensus and the Value 

22 Line projected return on equity are lower for the nuclear 

23 construction electric& than for the non-nuclear construc-

24 tion electric&. 

25 
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1 Q. HOW DID YOU APPLY THE DCF METHOD TO THE FINANCIAL DATA 

2 OF THE SOUTHERN COMPANY? 

3 A. I observed that Value Line predicted the Southern Com-

4 pany would earn 12.5t on ita book equity in the future, 

5 and that the Zack'a conaensus growth rate required a 12.95\ 

6 return on equity (See Schedule 2, Page 3). As shown on 

7 Schedule 2, Page 2, the return on equity achieved by the 

8 Southern Company in 1988 was 12.93\, and in 1989 was about 

9 12. 49t. Paine Webber in its March 6, 1989 Electric 

10 Utilities Industry report stated its opinion that the 

11 Southern Company would earn 12.5\ to 13.0\ on equity i n the 

12 future. (In reviewing these numbers, it should be remem-

13 bered that these are not the equity c~st numbers being 

14 demanded by investors, they are merely the return on equity 

15 expectations used to determine the future cash flow an-

16 ticipated by investors. It is only after the resultant 

17 cash flow is compared to the market price investors are 

18 willing to pay in order to obtain the rights to that cash 

19 flow that the cost of equity is addressed). 

20 

21 Q. HOW DID YOU OBTAIN THE RETENTION RATE YOU USED IN YOUR 

22 DCF COMPUTATIONS? 

23 A. As explained earlier in this testimony, the retention 

24 rate used should be consistent with investor s• future ex-

25 pectations and with the other inputs into the DCF model. 
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1 Since, by definition, the retention rate is the portion of 

2 earnings not paid out as dividends, and since both a 

3 dividend rate has been used for the dividend yield portion 

4 of the DCF equation and the future earnings rate is propor-

5 tiona! to the future expected return on equity, the reten-

6 tion rate used should be directly derived from the d i vidend 

7 rate and the future expected return on equity. Any alter­

a nate approach would be inconsistent with other assumptions, 

9 and therefore inappropriate. For example, it would create 

10 unnecessary errors if one were to conclude that the his-

11 toric retention rate was 20t if the following ha~ already 

12 been concluded: 

13 

14 

15 

16 

17 

18 

19 

20 

21 

1) diviaend yield had been computed based upon a $0.75 

per share dividend rate, 

2) the future expected return on equity was expected 

to be 13.0t, 

3) book value was $10.00 per share. 

22 Based on the above, the earnings per share determined 

23 to be typical of the future would be the 13t future ex-

24 pected return on equity times the $10.00 book, or $1.30. 

25 If dividends have already been determined to be $.75, then 

43 



1 the only retention rate consistent with the other assump-

2 tions is ($1.30- $ 0.75)/($1.30), or 42.3\. In this 

3 hypothetical example, the only correct retention rate to 

4 use is 42.3\. The use ot, tor example, a retention rate o f 

5 20\ would be the aa•e as saying that it would be possible 

6 for dividends t o be both $.75 and to be $ 1 .04 (100\ -20 \ , 

7 or 80\ x $1.30• $1.04) at the same time. 

8 

9 Q. WHAT DO YOUR COMPUTATIONS SHOW? 

10 A. Schedule 2, Page 1 shows the DCF computat i ons for Th e 

11 Southern Company. Schedule 3, Page 1 shows the deta ils of 

12 the DCF computat ions for the non- nuclear construction 

13 electric utilities, Schedule 3 , Page 2 shows the same com-

14 putations but for the nuclear construction e l ectrics. 

15 The market data as of March 31, 1990 shows that 

16 the dividend yield for the Southern company averaged 8 .09\ 

17 for the year, a nd ended the year at 8.15\. The non-nuclear 

18 construction electrics averaged 7.11\, and completed the 

19 year yielding 6.87 \ . The nuclear constructio n electrics 

20 averaged 8 . 76\ and finished the year at 8.82\. 

2 1 Based upon the expected future return on equity for 

22 the Southern Company of 13.00\, the fut ure sustainablE. 

2 3 growth rate from the retention of e a rnings that investors 

24 can rationall y expe~t is 3 . 22\. Based upon Value Line's es-

25 timate of the c ompany's expected issuances of new common 



1 equity, it is reasonable to estimate that the external 

2 financing rate will be 0.27t of stock outstanding per year. 

3 Therefore, a s shown on Schedule 2, Page 1 growth in earn-

4 ings or divi dend• caused by new stock sales is estimated to 

5 add about 0.04t to .ost to the growth rate. This makes the 

6 total expected growth 3.27t(See Schedule 2, Page 1). 

7 The growth investors can rationally expect from 

8 the non-nuclear construction electrics is 3.89t to 4.09\. 

9 (See Schedule 3, Page 1). This is made up of retention, or 

10 reinvestment growth of 3. 82t to 4. Olt and new financing 

11 growth of between o.o7t and o.08t. 

12 For nuclear construction electrics, investor 

13 growth expectations are computed to be about 2.44\. (See 

14 Schedule 3, Page 2). This is made up of reinvestment growth 

15 of 2.41%, and new financing growth of 0.03t. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. PLEASE SUMMARIZE YOUR CONCLUSION FOR THE COST OF 

EQUITY BASED UPON THE OCF METHOD. 

A. My overall conclusion for the cost of equity indicated 

for Gulf Power Company is 11.75t (se~ Schedule 1, Page 2). 

The 11. 75t was developed by giving weight to both the 

analysis of the non-nuclear construction electric 

utilities and to the Southern Compa~y. Since the level of 

common equity in the capital structure of Gulf Power is 

less than the average level of co~on equity for the n0n-
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1 nuclear construction electrics, when deriving the cost of 

2 equity tor Gulf Power based upon the Moody's electr1.c 

3 utilities, it is appropriate to make an upward adjustment 

4 to the cost ot equity to consider this difference in finan-

5 cial risk. My overall equity cost recommendation is con-

6 servatively high in part because, unlike Paine Webber , I 

7 have not subtracted 0.5\ fro• the computed cost of equity 

8 that they feel the lower risk that no nuclear capacity jus-

9 tifies. 

10 

11 

12 

13 

14 
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17 
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1 

2 4. Comparable Earnings Observations 

3 Q. HOW DOES YOUR 11. 75t RECOMMENDED COST OF EQUITY COMPARE 

4 TO THE RETt~ AVAILABLE ON THE EQUITY OF THE 30 COMPANIES 

5 THAT MAKE UP THE DOW JONES INDUSTRIAL AVERAGE? 

6 A. As shown on Schedule 10, Pages la and lb of 3, and as 

7 graphed on Schedule 10, Page 2 ot 3, the ten year moving 

8 average of the actual earned return on equity on average 

9 for the 30 companies that make up the Dow Jones Industrial 

10 average has been between lOt a nd 12\ since the late 1950's. 

11 EvP-n on a single year basis rather than on a 10 year moving 

12 average basis, the range in eerned returns during the 

13 1980's has been between the 13.10' high achieved in 1984 

14 and the 7.00\ low achieved in 1982. 

15 

16 Q. ARE YOU SUGGESTING THAT THE RETURN ON EQUITY EARNED ON 

17 THE DOW JONES INDUSTRIALS IS THE COST OF EQUITY TO THE DOW 

18 J ONES INDUSTRIALS? 

19 A. No. The earned return on equity is not the cost of 

20 equity. It is, however, the earned return on equity that 

21 will be the end result ot the rates allowed from these 

22 proceedings. Therefore, it is directly comparable to the 

23 earned return on equity being achieved by the Dow Jones 30 

24 

25 

industrials. Also, the relationship between the market 
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1 price and the book value of the Dow Jones Industrials shows 

2 that investors have been aore than satisfied with the 

3 returns actually earned. 

4 

5 Q. WHAT DOES THE K.UJCET-TO-BOOK RATIO DATA OF THE DOW 

6 JONES INDUSTRIALS SHOW? 

7 A. As shown on Schedul e 10, Pages la and lb of 3, with a 

8 relatively minor exception during the 1978-1981 period, the 

9 market-to-book ratio achieved by the Dow J ones Indus tri als 

10 has been at or above book va lue since 1932, the very depth 

11 of the Great Depression. In tact, most of the t i me the 

12 market-to-book rati o has been substantially above 1. o. 

13 This shows that aost ot the time the cost of equity being 

14 demanded by investors on average tor the Dow Jones In-

15 dustrials has been less than whatever investors expect the 

16 companies will be able to earn on equity in the future. 

17 

18 Q. HOW DOES THE RISK OF THE DOW JONES INDUSTRIALS COMPARE 

19 TO THE RISK OF THE MOODY'S 24 ELECTRIC UTILITIES? 

20 A. A standard aeasure ot relative risk is the stock's 

21 beta. Beta is a nUlllber that quantities the relative 

22 volat i lity of the stock price movements of a particular 

23 company with a broad based average such as the New York 

24 Stock Exchange Average. As shown on Schedule 10, Page 3, 

25 the beta ot the Dow Jones Industrials averaged 1.077, as 
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1 c ompared to 0. 696 for the non-nuclear construction 

2 electrics and 0.723 for the nuclear construction electrics. 

3 In both cases, this indicates that the investment risk is 

4 higher, on average, for the Dow Jones Industrials than it 

5 is for the average electric utility. 

6 

7 D. Financing costs and Market Pressure 

8 

9 Q. Please explain financing costs and market pres-

10 sure. 

11 A. When a utility company issues common stoc k, there 

12 are certain expenditures incurred . While other methods are 

13 possible, the usual way that ratepayers are charged for 

14 financing costs is to add an increment to the cost of 

15 equity. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. Have you determined what the appropriate al-

lowance for financing costs should be? 

A. Yes. The actual financing costs incurred by a com­

pany are a function of the size of its common stock issues. 

The larger the issue, the more dollars over which the cos ts 

can be spread. It should be recognized that not all common 

equity obtained by the Company has a financing c~st as­

sociated with it. The common equity amounts raised as a 

result of retained earnings do not incur any financing 
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1 cost. Therefore, in order to obtain an overall actual cost 

2 of externally raised capital, it is necessary to weight the 

3 zero cost of obtaining retained earnings equity with the 

4 cost incurred to raise external common equity. 

5 

6 

7 Q. How much of the total equity is raised externally 

8 for the typical utility company? 

9 A. Based upon the data on page a26 of the 1989 

10 Moody's manual, for the most recent year shown about 68\ of 

11 the total co-on equity for utilities was rais,~d exter-

12 nally. This means that on average 32t of the equity was 

13 raised internally. There is no financing cost incurred on 

14 the internally generated equity. Therefore, no cost was 

15 incurred on about 32t of the common equity raised. Based 

16 upon the data on Schedule 9, it can be seen that an exter-

17 nal financing cost of 3. 75t or less is appropriate. A 

18 3.75\ cost of acquiring 68t of the equity blended with a 0\ 

19 cost of acquiring 38t of the equity produces an overal l ap-

20 propriate allowance for financing costs of about 2. 55\. 

21 This increment should be used to determine the target 

22 market-to-book ratio. A 2.55t allowance would mean that 

23 the Commission should set rates which would rBsult in a 

24 market-to-book ratio of l02.55t. 

25 
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1 Q. In addition to the financing costs paid t o under-

2 writers, are there any costs associated with "market pres-

3 sure" at the time of issue? 

4 A. Probably not. Dr. Sholes of the Massachusetts In-

5 stitute of Technology conducted a thorough study which con-

6 eluded that there was no depressant effect on the stock 

7 price of a public utility merely because it issued new com­

a mon stock. However, the result of my study concluded that 

9 some slight aarket pressure, amounting to approximately 

10 0.6\ drop in market prices concurrent with the issuance o f 

11 new common stock might be present . Therefore, to be con-

12 servative, the recommended cost of equity in this report 

13 included a market pressure allowance of 0.4lt (0.6t from my 

14 study x 68t for external financing) be a dded to the 2.55% 

15 allowance for financing costs, making the total allowance 

16 for financing costa be equal to 2.96t increment to the ap-

17 propriate market-to-book ratio and the final market-to-book 

18 ratio target l.0296t, which rounded becomes l.03t. 

19 In order to increase the market-to-book by 3t, suf f i-

20 cient incremental earnings need to be provided to increase 

21 only the dividend yield portion of the DCF equation. 

22 Growth need not change. Based upon the March 31, 1990 

23 dividend yield tor the Southern Company, the representative 

24 gas companies, the allowance tor financing costs should be 

25 8.15\ x 3\, or 0 . 24\. 
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1 VII. COST OF CAPITAL BY CUSTOMER CLASS 

2 

3 Q. YOU HAVE RECOMMENDED AN 11.7St COST OF EQUITY FOR GULF 

4 POWER. IS THIS COST OF EQUITY EQUALLY APPLICABLE TO EACH 

5 CUSTOMER CLASS? 

6 A. No. It is well recoqnized that serving industrial cus-

7 tomers entails a higher degree of risk than serving 

8 residential or commercial customers. As will be explained 

9 later in this testimony, it is estimated that the cost of 

10 equity to be applied to industrial customers should be 

11 about o. 4t higher than the cost level to apply ·;o residen-

12 tial or commercial customers. The returns allowed to each 

13 class should be weighted so that the overall effective al-

14 lowed return is ll.7St. 

15 

16 Q. How did you conclude that it is well recognized that 

17 serving industrial customers has a higher degree of risk? 

18 A. Page a23 of the 1989 Moody's Public Utility Manual 

19 states: 

20 

21 

22 

23 

24 

25 

The above revenue breakdown for each class of cus­
tomers is very instructive not only when related to 
total income for each year, but also when compared 
with the table giving the kwh consumption tor the same 
period for each class of ultimate consumer A charac­
teristic of reaidential sales growth has bean its 
uniformit y. In4uatrial aalea are aore aenaitive to 
fluctuation• in our eooaoay and bave e•pan4e4 1••• 
uniforaly. (Emphasia added) 
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1 

2 A book entitled "Standard and Poors Rating Guide", 

3 published in 1979 by McGraw Hill, states on page 52 of the 

4 chapter entitled "Public Utilities": 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
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The mix of a company's revenues, ear nings, and asse ts, 
and the growth thereof, provide basic me asurements by 
which one can gauge relative exposure to norma l 
operating, economic, and financial risks . Induatria1 
aalea Yeraua reai4ential an4 oo .. eroial aalea, higher 
priority gas sales versus lower priority usage , toll 
versus loca l phone revenues, wholesale relative to 
retail business, earnings subject to r egulat i on, and 
breakdowns of investments and earnings by r e gula tory 
jurisdictions are fun4aaantal. {Emphasis added) 

Q. Did you perform any computations to test the accurac y o f 

the statements from Moody's and Standard and Poors? 

A. Yes. I computed the actual annual change in kwh 

sales by customer class both on aggregate tor the compc 3 ite 

electric industry sales statistics as shown in Mood y's, and 

individually for each of the electric ut i lities c overed ty 

Value Line. Value Line does not provide the kwh by cus-

t omer class sales statistics, so I obtained them from "The 

P . U. R. Analysis of Investor-owned Electric and Gas 

Utilities", 1989, 1988, and 1986 editions, published by 

Public Utility Reports, Inc. In a few instances, the num-

bers provided in this report were inconsistent usually be-
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1 c~use the company recateqorized some customers. When these 

2 inconsistencies were observed, I directly contacted the 

3 company to obtain a consistent set of sales figures. 

4 It vas neceaaary to exclude seven companies be-

5 cause no breakdown between industrial and commercial sales 

6 vas available (central Vermont Public Service, Oklahoma Gas 

7 ' Electric, Otter Tail Power, Philadelphia Electric, 

8 Potomac Electric, Iowa-Illinois Gas ' Electric, San Diego 

9 Gas' Electric). Additionally, I excluded Public Service of 

10 New Hampshire both because they are in bankruptcy and be­

ll cause Value Line choose not to publish the beta for this 

12 company. This left 88 companies which were included in the 

13 study. 

14 

15 Q. What did the study show? 

16 A. The study shoved that the volatility of electric sales , 

17 as measured by the standard deviation in the annual rates 

18 ot kwh growth fro• 1983 through 1988 was 5. 06 \ for in-

19 dustrial sales, 2.21t tor commercial sales, and 3.27\ for 

20 residential sales. (See Schedule 11, Page 2.) 

21 

22 Q. Did you quantity the difference in the cost of equity 

23 hetween residential and commercial classes as compared to 

24 industrial classes? 

25 
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1 A. I produced an empirical study which developed an es-

2 timate for the difference in the cost of equity between the 

3 customer classes. While the evidence regarding the standard 

4 deviation ot growth rates, quotes from the l i terature, a nd 

5 common sense about the characteristics ot industrial cus-

6 tomers all serve to make it obvious that the cost of equity 

7 to serve industrial custo~ers is greater than f or residen-

8 tial or commercial customers, precise quantificat ion is not 

9 possible. The best that can be done is to arrive at a 

10 reasonable estimate of the cost difference. Even though it 

11 is necessary to arrive at an estimate a cost difference 

12 should be recognized. If, alternatively, no cost difference 

13 were to be assigned, this would be the same as quantifying 

14 the cost difference as zero, a result which is known to be 

15 incorrect. 

16 

17 Q. Please describe the empirical study. 

18 A. I developed a group consisting of the previously 

19 described 88 electric companies that are both covered by 

20 Value Line and had consistent and available data regarding 

21 kwh sales by customer class for the five years from 1983 

22 through 1988. These companies were ranked by percent of 

23 retail sales to industrial customers. Group statistics 

24 were prepared for the 44 compan:es with the percentage of 

25 sales to industrial customers below the median and for the 
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1 44 companies with the percentage of sales to industrial 

2 customers above the median. The market risk of the two 

3 groups was quantified by computing the average beta of both 

4 groups. For a representative group of companies, the higher 

5 the beta, the greater the risk contained in the group. 

6 

7 Q. Where did you obtain the Betas for the companies in 

8 your study? 

9 A. They were obtained from Value Line. 

10 

11 Q. How does Value Line compute the Bet a? 

12 A. Value Line states that "The Beta is derived from a 

13 regression analysis between weekly percent changes in the 

14 price of a stock and weekly percent changes in th~ New York 

15 Stock Exchange Composite Index over a period of five 

16 years." This means that if the price of a particula r stock 

17 tends to move up or down more rapidly than the average 

18 stock in the New York Stock Exchange it will have a Beta 

19 greater than 1.0, and if it tends to move up or down less 

20 rapidly than the average stock, it will tend to have a beta 

21 below 1. 0 • 

22 

23 Q. If a company has a very low Beta does that automatically 

24 mean it is a low risk investment( 

25 
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1 A. No, not necessarily . As Value Line states in its "A 

2 Subscriber's Guide", page 55, " Beta's significance 

3 derives primarily from its usefulness in portfolios rather 

4 than in individual stocks ... " . For this reason, it is 

5 valid to examine the average Beta for a relat ive ly large 

6 group of companies. The Beta for any one company or a small 

7 group of companies is less helpful as a risk quantification 

8 tool. 

9 

10 Q. What was shown by the comparison of the average Beta 

11 for the 44 electric utilities with sales to industrial cus-

12 tomers below the median and the 44 companies with sales to 

13 industrial customers above the median? 

14 A. As shown on Schedule 11, Page 3, the average Beta for 

15 the companies with industrial sales bE'low the median 

16 averaged 0.6886, or .0159 lower than the 0.7045 average 

17 Beta for the group of companies with sales to industrial 

18 customers above the median shown on Schedule 11, Page 4. 

19 

20 Q. How did the sales to industrial customers compare? 

21 A. The companies below the median averaged 26.53' of total 

22 retail kwh sales to industrial customers, whereas the com-

23 panies above tbe median averaged 44.87' of sales to in-

24 dustrial customers . 

25 
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Q. Can you be sure that the only difference in risk charac­

teristics between the two groups of companies was the level 

of sales to industrial customers? 

A. There is a slight difference between the financial, 

or capital structure, risk. But, this capital structure 

risk differential actually serves to mitigate what other­

wise appears to be a risk differential caused by the dif­

ference in the level of sales to industrial companies. As 

shown on Schedule 11, Page 3, the companies below the 

median level of industrial sales had an average of 43.77t 

common equity in the capital structure, and the companies 

with industrial sales above the median had a average of 

45.37%. Both groups contained companies experiencing risk 

from nuclear troubles. 

There are undoubtedly other factors that may be 

associated with any one individual company in either of the 

groups which will tend to increase or decrease the overal l 

risk quantification of the group. It is likely that the 

groups are large enough that all of the other factors af­

fecting risk will tend to average out . Quantifying all of 

the infinite variety of factors that might affect risk 

would be an endless task. 

As previously stated, the quantification of the risk 

difference must be considered an estimate, n~t a precise 

quantification. 
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Q. How does a difference in Beta translate into an equity 

cost difference 

A. The risk premium between the cost of equity for a group 

of companies and the cost of a riskless investment such as 

l o ng- term U.S. treasury bonds is proportional to the 

average Beta of the group of companies. This fact waz 

relied upon t o quantify how much of an equity cost dif­

ference is attributable to the impact of the level of sales 

to industrial customers. The specific method of estimating 

this is shown o n Schedule 11, Page 1. As shown on that 

schedule, the estimated difference between the cost of 

equity to serve industrial customers and that to serve 

residential and commercial customers is estimated to be 

0.4\ . 
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VIII. Testimony Evaluation 

Q. Have you reviewed the testimony o f Dr. Morin as filed 

in this proceeding? 

A. Yes . 

Q. Please comment on that testimony. 

A. Dr. Morin reco-ends that Gulf Power be allowed a 

return on equity of ll . Ot. He arrived at this conclusion 

by presenting a wide array of both DCF analtses and risk 

premium analyses. 

Q. Does the fact that he presented such a wide number of 

variations improve the accuracy of his result? 

A. No. In order to be able to present such an array of ap­

proaches, he had to chose many that are highly ques­

tionable. For example, some of his DCF computations were 

based upon t he historic growth i n dividends as an indicator 

of future growth. He did this even though inconsistencies 

caused by increasing payout ratios and declining allowed 

returns on equity, mean that investors are aware that t his 

historic growth is not representative of what future growth 

is likely to be. 

60 



1 

2 Q. Did Or. Morin rely upon the financial data from the 

3 Southern Company in arriving at his cost of equity recom-

4 mendation tor Gulf Power? 

5 A. Yes. 

6 

7 Q. Has this caused him to overstate the cost of equity? 

8 

9 

10 

11 
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A. Based upon the principles Dr. Morin expressed in his 

testimony tiled in a recent Georgia Power rate case, yes. 

In that testimony, on page 49 he stated that the Georgia 

Power subsidiary of Southern Company was more ri~ky than 

the average Southern Company subsidiary because it has a 

lower than average bond r a ting"··· and experiences sub­

stantial nuclear exposure ... "· He did not point out in 

this testimony that unlike Georgia Power, Gulf Power has a 

higher bond rating than does the average company owned by 

the Southern Company and has no nuclear exposure. As a 

result, to be consistent, he should have noted that his 

reliance on the financial data of the Southern Company 

would create an upward bias to his equity cost finding. 
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DCF METHOD 

Q. Is there a problem common to all his DCF approaches? 

A. Yes. All of his DCF results contain one common problem: 

an upward adjustment to the return to improperly allow for 

the quarterly compounding effect of dividends. For ex-

ample, please examine clo~ely his analysis of the Southern 

Company data that he shows on his Exhibit, Schedule 3, Page 

2. on this schedule he concludes that the "cost of equity" 

to the southern Company is 12.23~. Then, he adds another 

44 basis points as a result of his "Solution to the quar­

terly timing DCF model ••• ", to obtain a "Fair R~turn" of 

12.67\. While there has been serious debate before this 

Commission and the Federal Energy Regulatory Commission on 

whether the return on equity should be decreased "\S a 

result of the quarterly compounding approach, I am not 

aware of FERC ever seriously considering to increase the 

indicated cost of equity as a result of the quarterly 

dividend model. To do so would be backwards. 

or. Morin's opinion that the quarterly compounding effect 

should be added rather than subtracted from the DCF indi­

cated cost rate was based upon invalid underlying assump­

tions . If these underlying assumptions are corrected, then 

an opposite conclusion is reached. 
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Q. What are the invalid assumptions? 

A. Dr. Morin provides the premise upon which his quarterly 

adjustment is baaed. on page 21 of his testimony , he 

states: 

Clearly, a stock that pays tour quarterly dividends of 
one dollar would command a higher price than a stock 
that pays a four dollar dividend a year hence, holding 
risk and growth constant. 

There are two c ritical flaws with the above quoted s tate­

ment. Firat, not only isn't it clear that the company that 

pays the four quarterly dividends would have a HIGHER price 

as he claims, in fact the company paying the quarterly 

dividend would have a LOWER price than a company that were 

to pay a dividend annually. The critical fact that Dr. 

Morin overlooked is that stock prices rise as the unpaid 

dividend accrues, and drops by the amount of the dividend 

once the dividend becomes payable to the stockholder of 

record. Using Or. Morin's example, it a company that paid 

an annual of dividend of $4.00 only once a year would have 

a higher average price than the company that paid the 

dividend quarterly because on average during the yea r i t s 

stock price would contain a $2.00 increment to reflect the 

value of the accrued dividend (zero at the beginning of the 

year, gradually growing to $4.00 at the end ot the year, 

for an average of $2.00), whereas the company that paid the 
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1 same annual dividend in quarterly installments would have 

2 a stock price that on average reflects $ 0.50 ot accrued 

3 dividends (zero growing to $1.00 over three months, for an 

4 average of$ 0.50). In this example, other things being 

5 equa '.., a company that pays $4. 00 per year in dividends 

6 would have an average stock price of about $1.50 higher 

7 that the company that pays the same $4.00 per year in four 

8 quarterly installments of $1.00 each (the $2. oo a verage 

9 level of accrued dividend for the annual company minus the 

10 $0.50 average accrued dividend for the quarterly company 

11 equals $1.50). 

12 

13 Q. Is this distinction important? 

14 A. Yes. When Dr. Morin computed the dividend yield, he 

15 relied upon the stock price of companies that pay a 

16 dividend quarterly. The lower stock price that exists be-

17 cause o f the quarterly payment of dividends results in his 

18 dividend yield being higher (and hence indicated the cos t 

19 of equity) than it otherwise would have been. Given this 

20 higher dividend yield, Dr. Morin's additional adjustment to 

21 increase the allowed return on equity even further repre-

22 sents a double-count of the quarterly effect. 

23 

24 Q. Is there anything else wrong with the above statement 

25 you quoted from page 21 of his testimony? 

64 



1 A. Yes. He says that his decision to make an upward ad-

2 justment because of the quarterly compounding of dividends 

3 is based upon his expectation that growth would remain the 

4 same ~ ether a company paid its dividends quarterly or an-

5 nually. This is an unrealistic expectation. The company 

6 that pays dividends annually would have the use of the 

7 dividend funds considerably longer than would the company 

8 that pays the dividends quarterly. These funds would be 

9 either profitably invested, or used to partially offset the 

10 need tor the company to otherwise obtain external funding 

11 to operat e the company. Either of these alternatives would 

12 improve profits, and therefore increase the gr•>wth rate ob-

13 tained by the company that pays the dividends annually 

14 rather than quarterly. Therefore, the second invalid as-

15 sumption i n Dr . Morin's quarterly dividend analysis is that 

16 he assumes that funds retained in the business just sit 

17 there without producing any benefit to the company retain-

18 ing that cash. This means that a DCF method based upon the 

19 assumption of annual dividend payments for a company that 

20 in reality makes quarterly dividend payments actually over-

21 states the cost of equity because it 4Ssumes that all of 

22 the earnings in a given year are fully available for rein-

23 vestment to cause growth. 

24 

25 
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Putting the above facts all together, it can be seen 

that the annual DCF model applied to data from a wo rld that 

actua l ly pays quarterly dividends overstates the cost of 

equity both because the dividend yield is over-stated and 

because the growth rate is overstated. 

Q. Have you proposed an adjustment to lower the allowed 

return on equity as a cesult of the impact the quarterly 

payment of dividends has on the computations? 

A. No. To be conservative, I have chosen not to do this. 

However , I could understand why the commiss ion might wish 

to make such an adjustment to lower the alLowed return on 

equity . 

Q. You said that the use of historic growth in dividends 

is not a helpful indicator of the growth expec~ed by inves-

tors in the future. Does Dr. Morin recognize this? 

A. Apparently he does. On page 17 of his testimony , he 

correct l y states that: 

The traditional DCF model assumes a conEtant average 
growth trend for both dividends and earnings, a stable 
dividend payout policy, a discount r ate in excess of 
the expected growth rate, and a constant price­
earnings multiple, which implies that growth in price 
is synonyms with growth in earnings and dividends. 
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1 When he presents his historic growth indicators, they have 

2 not all grown at the same rate. This means using any or 

3 all ot theae historic growth r a tes are not appropr i ate in 

4 what he calls the "traditional" OCF model, and what I 

5 prefer to call the simplified OCF model. Also important is 

6 that investors do not determine future growth bas ed upon 

7 historic growth rates. 

8 

9 Q. Can you provide an example to demonstrate your point 

10 that investors do not r&ly upon historic growth in 

11 dividends to torm future growth expectations? 

12 A. Yes. For example, AT'T i s a large, coupany that is 

13 familiar to sophisticated investors. Its stock price has 

14 performed admirably in recent years, and is now selling 

15 substantially in excess ot book value. Yet , its dividend 

16 has remained at $1.20 per share since 1984. With such a 

17 constant historic div idend rate, whatever method i s used t o 

18 compute historic growth in dividends, the answer is t he 

19 same. Historic growth in dividends h~s been ZERO. If ln-

20 vestors formed dividend qrowth expectations based upon the 

21 historic chang~ in dividends of AT&T, then the cost of 

22 equity to AT'T should simply equal its dividend yie ld. 

23 

24 Q. Is the cost ot equity equal to the dividend yield of 

25 AT&T? 
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A. No. The dividend yield of AT&T is about 3\. In order 

to be willing to settle for a dividend yield of only 3\, 

investors must expect substantial growth in the future. 

Therefore, in the case of AT&T, the historic growth in 

dividends varies from actual investor expected future 

growth rates by many hundreds of basis points. 

Q. Are there any electric companies you can mention that 

illustrate the same poi nt? 

A. Yes. Commonwealth Edison Company, a very large 

electric utility that services Chicago, Illinois and the 

surrounding communi ties has paid an annual dividend of 

$3.00 per share, without change, since 1983. The dividend 

yield on Commonwealth Edison's common stock is slightly 

above 8\. If investors expected future growth in dividends 

would be equal to past growth, then the cost of equity 

would approximate 8\. Since it is obvious that the cost of 

equity to Commonwealth Edison is higher than 8\, investors 

must not be looking to the historic growth in dividends to 

formulate estimates of future growth. 

Q. How do these examples compare to the problems in Dr. 

Morin's historical growth analysis? 
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1 A. While the distortions that result from using the his-

2 toric growth in dividends as an indicator ot future growth 

3 expectations are on average more subtle tor the companies 

4 examined by or. Morin, the same conceptual errors influence 

5 his results. 

6 

7 Q. can you point to evidence regarding the Southern Company 

8 which shows that investors expect future growth rates to be 

9 substantially different than the past? 

10 A. Yes. one method relied upon by o~. Morin to quantify 

11 investors future growth expectations for the Southern Com-

12 pany was to use the five year historic growth in dividends 

13 as shown in Value Line, which happened to be 5' per year. 

14 He accepted this 5' historic growth in dividends as mean-

15 ingful and directly included it in his answer even though 

16 in the column right next to the place he obtained the Value 

17 Line 5' growth, Value Line shows that it expects both earn-

18 ings and dividend growth tor the Southern Company to be 

19 only 1. 5' tor the next five years. (See page 198 of the 

20 March 23, 1990 issue of Value Line.) He did not use the 

21 1.5t growth expected by Value Line from 1986· 88 to 1992-94. 

22 

23 Q. Is it true that he also relied upon the IBES consensus 

24 of analysts growth forecasts as an estimate of future 

25 growth? 
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1 A. Yes. 

2 

3 Q. Is this a proper approach? 

4 A. Not the way or. Morin has applied it. I believe it is 

5 helpful to obtain an estimate of what analysts expect for 

6 the future by reviewing the data from sources such as IBES 

7 and Zack's, but one must take care in how that result is 

8 used in a DCF formula. 

9 

10 Q. Please explain. 

11 

12 A. The published growth rate is the consensus growth in 

13 earnings per share as expected by analysts from the most 

14 recently completed year to a point five years in the fu-

15 ture. If the return on equity in the base year was lower 

16 or higher than the return on equity expected by analysts 

17 for the future, this five year growth rate would be propor-

18 tionally higher or lower than the level sustainable into 

19 the future. Since the simplified, or "traditional" DCF 

20 model demands that the sustainable growth rate be used i n 

21 order to obtain an accurate result, this IBES consensus 

22 growth rate should not merely be plugged into the DCF for-

23 mula without further analysis. 

24 

2 5 Q. What further analysis should be done? 
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1 A. An analysis ot the typo I have done on Schedule 2, Page 

2 3 needs to be performed in order to make the analysts con-

3 sensus growth rate proper. This analysis shows what earned 

4 return on equity must be anticipated by analysts in order 

5 to achieve the tive year growth rate. 

6 

7 Q. Dr. Morin also presents a "b x r" growth estimate for 

8 the Southern Compa~y. Please comment on this. 

9 A. The b x r approach, it properly evaluated, is fundamen-

10 tally sound. 

11 While there is room for some improvement in the way 

12 he applied this approach, the theoretical b.tsis for his "b 

13 x r" computation is tar superior to the other methods he 

14 presented. 

15 

16 Q. He says on page 34 of his testimony that the problem 

17 with the b x r approach is that it "requires an estimate of 

18 ROE to be implemented". ROE stands for return on equity. 

19 He thinks this is a''··· logical trap ... ". Is this cor-

20 rect? 

21 A. No. The "b x r" method does require an estimate of the 

22 future expected ROE, but this is NOT a "logical trap ... '' 

23 because the future expected ROE is NOT the same as the cost 

24 of equity. The OCF method is used to compute the cost of 

25 equity based upon future expected cash flows. 
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1 Since future expected cash flows are highly dependent 

2 upon the future actual level of ROE earned, this is a 

3 critical number to examine in the determination of future 

4 cash flows. It is not a"··· logical trap ... " to recog-

5 nized that the OCF method is dependent upon future cash 

6 flows. After all, OCF stands for Discounted cash Flow, and 

7 the cash flows to be discounted are future cash flows. 

8 The advantage of the "b x r" method over the other 

9 methods proposed by Or . Morin is that it causes the analyst 

10 to directly analyze the causes of future cash flow and to 

11 do so in a manner consi stent with the demands of the 

12 "traditional" version of the DCF formula. Therefore, at 

13 least if the analyst does properly estimate the return on 

14 equity anticipated by investors, the DCF formula will 

15 properly estimate the cost of equity being demanded by in-

16 vestors. But, of course, the analyst must perform research 

17 and employ careful thought to the determination of what 

18 return on equity is expected by investors. This ia because 

19 the quality of the an•wer froa the DCP method is propor-

20 tional to the quality of the eatiaate of future oa•h flow 

21 expected by inve•tora, a atat .. ent that ~• true whether it 

22 ia the "b z r" aethod, the hi•torio growth in dividends 

23 aethod, or any other aethod. 

24 

25 
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1 Q. What return on equity did Dr. Morin feel was an-

2 ticipated by the investors in the Southern Company? 

3 A. He concluded that the future earned return on equity 

4 for the Southern Company as published by Value Line should 

5 be used as the value tor "r" in the "b x r" growth computa-

6 tion . 

7 

8 Q. Is this proper? 

9 A. I believe that it is valid to consider what Value Line 

10 forecasts, and have in part relied upon that number myself. 

11 As is explained earlier in this testimony, I believe that 

12 other factors such as the cur~ent returns on equity being 

13 allowed to utility companies and the return on equity that 

14 has to be earned in order tor an analysts growth rate con-

15 sensus number {such as that compiled by either IBES or 

16 Zack' s) is also worthy ot examinatio11. It should be 

17 pointed out that since Dr. Morin prepared his testimony, 

18 Value Line has lowered its estimate of the future an-

19 ticipated return on equity to be earned by the Souc:hern 

20 Company from 13.0' to 12.5t. Nevertheless, in this case 

21 the 13.0' future expected return c 1 equity (not the cost of 

22 equity) selected by Dr. Morin for use in the "b x r" ap-

23 

24 

25 

proach is within the 12.5' to 13.0' range. 
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1 growth computations for the Southern Company are also based 

2 upon the future caab flow that would be derived from ~ fu-

3 ture return on equity of 13.0t. 

4 

5 Q. Or. Morin used a retention rate expectation as forecast 

6 by Value Line of 27.69t, yet you used a retention rate of 

7 24.35t. Which is correct? 

8 A. The 24.35t is correct because it is consistent with the 

9 dividend rate us d in the computation of the dividend yield 

10 portion of the OCP formula. Of lesser import is the fac t 

11 that it is also closer to the retention rate that is now 

12 projected by Value Line baaed upon its updated return on 

13 equity expectation. 

14 

15 Q. Does the proper application of the OCF formula require 

16 that the assumption used tor the retention rate be consis-

17 tent with the dividend yield computation? 

18 A. Yes. Remember that the simplified, or *'traditional" DCF 

19 formula requires an assumption of a constant future payout 

20 ratio. The importance of this can be understood by recog-

21 nizing that each dollar of expected earnings should be 

22 valued once and only once, either as part of the dividend 

23 rate or as part of the future growth rate. Xf the future 

24 payout ratio ia different that the payout ratio consistent 

25 
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with auatain&ble ROB ezpeotationa, there will be an ineon­

aiatent an4 therefore iaproper re-4iatribution of the total 

return allooation between D/P an4 q. 

Q. How can you tell your retention rate 

with the dividend yield? 

is consistent 

A. It is consistent because it was computed to be so. For 

example, at December 31, 1989 the book v a lue of the sto ck 

of the Southern Company was estimated by Value Line to be 

about $21.75. If the 13.0\ return on equi ty is expe cted 

by investors, then earnings per share based upon the cur­

rent book value has to be expected by investors to be 

$21.75 times 13.0\, or $2.83. The dividend rata upon which 

the dividend yield is computed is $2.14 per share, meaning 

that if the normal, sustainable earnings per share inves­

tors expect is now about $2.83, the earnings left f or 

retention after paying the dividend is $2.83 minus 2 .14 , o ­

$0. 69 per share. This represents a retention rate of 

24.38\, or virtually identical to the retention rate I ac­

tually used. If the retention rate of 27.69\ as used by 

Dr. Morin were correct, then he sho.Jld have computed a 

dividend yield based upon a dividend rate consistent with 

this retention rate. Based upon the retention rate used by 

or. Morin, the dividend rate should hav~ been only $2 . 05, 

not $2 . 14. This seemingly small difference caused him t o 
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1 have about a 35 basis point higher dividend yield than if 

2 he had used a dividend rate c onsistent with his own reten-

3 tion rate assumption. 

4 While an error that causes the cost of equity t o be 

5 overstated by only 35 basis points is small in comparison 

6 to the problems introduced by Dr. Morin from his histori-

7 c al growth rate DCF studies, this additional error is un-

8 necessary. The deqree of precision obtainable f rom the DCF 

9 method can and should be confined to the analys ts deter-

10 mination ot what the future expected r eturn on e quity wil l 

11 be. 

12 

13 Q. Did Dr. Morin also apply his DCF method to a g r oup of 

14 comparable companies? 

15 A. Yes. 

16 

17 Q. Did he use the same method for these companies? 

18 A. No. He used historic growth, and a nalysts f o recasts o f 

19 growth, but he did not use the "b x r" method. The 

20 elimination of this method caused him to effect ively give 

21 even more weight to the particularly invalid his toric 

22 growth method. 

23 

24 Q. What growth rate did he arrive at t or his c ompa rable 

25 companies? 
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1 A. 4.44t, which is baaed upon the average of 5.24' he ob-

2 tained from the historical dividend growth rate and 3 . 63' 

3 from merely averaging the raw consensus growth rate as com-

4 piled by IBES (See his Schedule 5, Pages 1 and 2). 

5 

6 Q. It he had u•ed the same "b x r" method as he did for 

7 the Southern Company tor his compatible companies, what 

a growth estimate would be obtained? 

9 A. As shown on my Schedule 12, pages 1 and 2, he would have 

10 obtained a growth ot 3.50t, or 0.94' lower than he ac-

11 tually used with his comparable companies. 

12 

13 Q. How did you obtain this 3.50t "b x r" growth for Dr. 

14 Morin's comparable companies? 

15 A. I used exactly the same method as presented by Dr . 

16 Morin. Both the future expected return on equity and the 

17 retention rate was obtained from the Value Line report f or 

18 each of his companies. The retention rate and the return 

19 on equity were multiplied together to arrive at the growth 

20 rate . Then, each ot the growth rates were averaged. The 

21 details ot this procedure are shown on Schedule 12 of this 

22 testimony. 

23 

24 RISK PREMIUM 

25 
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1 Q. Is it true that Dr. Morin presents a risk premium 

2 analysis in addition to his DCF analysis? 

3 A. Not really. He presents a group of analyses that he 

4 refers to as risk premium, but all of the results rely upon 

5 answers from his DCF computations. Therefore, his risk 

6 premium approach is in actuality only his DCF analysis with 

7 even more improper assumptions layerod on top . The end 

8 result is that his risk premium results are even less reli-

9 able than his DCF based conclusions. 

10 

11 Q. What are the additional assumptions that make his Risk 

12 Premium approach even less useful than his DCF analysis? 

13 A. He assumes that the risk premium is constant in all 

14 years, and assumes that the federal income tax rates have 

15 also been constant. In reality, income tax laws, th~ fu-

16 ture expectations for inflation, and the general supply and 

17 demand for deferent capital types has nQ1 been constant. 

18 Therefore it is inappropriate to conclude that whatever was 

19 the historic risk premium would be applicable to the cur-

20 rent environment. 

21 

22 

23 

24 

25 
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[GJ line 3 • line 4 
[MJ Line 1 11 one·het f of t lne 5 
m Line 1 + Line 5 + line 6 
IJJ Sch.O..te 5, P~ 6 

1.14 
10.091 

uE 



IQ4.liCLS \,1 ~ . . , 
' 

Moody's 24 Electric Utility Ca.penies Sch«tJle 4, Pege 1 

S.lttted fhwncl• l D•t • 

m t2l (3) [4) [S) [6) m {8) (9] (10] [11) (121 

IIUc. look loot Martet Price Mat*et to look Dlvlcllnd Yield 

CNt? Per Sh. Per Sh. look At 111111 tor lOM for Y..r A\'1. ,..,. 
A"'. 

oec.87 Dec.88 oec. 89 ...,..90 ,..,. ,..,. End tor Olv. End for ,_. lne ,.,. 
[A) [A) (A) (I) (C) (C1 tC1 (I)) IDJ tel m m 

~rucl..r c:anatncttan ~fft: 
.. ltl_,. Gu end flectrl Ito 12.2.24 123.77 124.91 129.88 134.88 128.50 1.20 1.D 12.10 7.03l 6.631 
bton Edlaon Ito 119.35 119.38 £ 116.70 st9.25 122.13 115.50 1.15 0.97 11.52 7.901 a.• 
terollna Powr end Lltllt Ito 129.85 128.67 £ 127.75 144.13 148. 00 m .t:s 1.59 1.45 S2.92 6.621 7.CB'I 
c.~tral ... ,,. Powr Ito 115.12 116.04 115.75 119.50 12.0. 63 S16.88 1.24 1.17 11.56 8.001 a.m 
Con Edteon of 1ft Tort Ito S17.S9 118.44 E 119.20 126.00 m .ea 122.50 1.» 1.42 11.82 7.001 6.951 
Del ...... Pwer & lltl\t Ito 113.01 115.28 113.68 119.63 121.38 S17.13 1.U 1.45 11.54 7.8SS 8.001 
Oetroh fdlaan Ito st9.90 115.17 E 116.15 125.13 t.Z6.1:S 117.63 1.56 1.44 11.78 7.081 8.141 
florldl Progress Corp. Ito ~-11 125.80 126.7'9 137.63 140.50 113.38 1.40 1.U 12.64 1.oa 7.151 
ldltlo P<Mer Corp. Ito 117.29 116.81 E 117.3S 126.88 130.00 sz:s.oo 1.55 1.58 11.86 6.921 1.oa 
IPALCO £nterprt ... Ito 117.06 118.06 E 118.90 124.63 SZ6.63 121.88 1.30 1.34 t1.80 7.311 7.421 
Oltl ehO!II Gil 110 szo. 11 121.01 E 121.10 S36.00 139.25 W.tS 1. 71 1. 10 12.48 6.891 6.9SS 
Peelf lc Gel & fleet. Ito S18.68 116.7'9 E S17.3S 121. U 122.88 117.50 1.26 1.20 S1.52 6.9'51 7.531 
,_..,,l.,...le Powr & llflh llo 126.27 127.24 128.36 S41.88 143.38 13'· .38 1.48 t.U 12.98 7.121 7.671 
Plbllc service of Colored llo 116.35 116.49 E 11!>.85 SZ3.38 127.00 120.00 1.39 t.U 12.00 8.561 8.511 
sa co.,. llo 123.13 123.18 E 124.20 137.25 S41 .00 S31.00 1.54 1.55 12.56 6.871 7. 111 
TtCO 110 113.98 114.59 115.45 128.88 129.50 122.63 1.87 1 .7'9 11.52 5.261 5.m 

AVOAGE 119.67 119.67 120.01 I 1.44 1. 42 I 12.04 I 7.1SI 7.401 I 
IIUcleer Cons t ruet I on ta.penlft: 
tentrel Hudlon G&f YH 120.35 121.24 121.76 122.38 124.13 120.38 1.03 1.05 11.76 7. 87l 7.911 
Clnc:l""'''tl Get end Elect. '" 120.49 122.94 E I24 .SS 129.88 132.38 124.75 1.22 1.25 12.40 8.031 8.401 
tenterior , .. 122.10 S19.68 E 120.05 119.13 121.13 S15.38 0.95 0.93 S1.60 8.371 8.771 
ec-w-elth Edi son TH S33.27 132.86 E 130.05 134.75 t40.75 S32.38 1.16 1.11 13.00 8.63% 8.211 
DPl Inc. , .. 119.61 120.45 E 122.10 12'9.00 130.88 124.13 1.31 1.34 12.34 8.071 8.S1l 
Houtton lrdlatrles '" 128.33 128. 7'5 E 128.45 133.38 SJ5 .88 126.88 1.17 1.09 12.96 8.871 9.431 
llorthe .. t Utilities '" S16.S3 116.90 S16. 1S S20.75 12.3.00 119.00 1.28 1.24 S1 . 76 8.481 8.381 
Ptlllldelphle Elect. T~l S17. 2() 117.39 S17.51 118.00 124.50 117.38 1.0J 1.20 12.20 12.m 10.511 

AVOAGE 122.24 122.53 122.5& I 1. 14 1.15 I 12.25 I 8 . 821 8.761 I 
Sout'ces : (AI Most curl'ef"'t Velue l ine 1t t 1111t of preop. of Not~: Technicet\y, Clnelmatl G&f end DPL, Inc . tre no long~r eng. In nuc. construction. 

(81 V1lue line, "<>St recent C!dl t Ions e of 3/13 The Zl-r plent hll bHn cOfWtrted to coal. However, it started es a nucleer plent end 

CCl WY Tl~~tta 12/31!89 Is ai.C. to • cost cap. Th~rtfore, thes~ camp. were left In the nuc. const. cetegory. Also, 
fD) "•rk~t price divided by book value ft . St. vra in plant of P.S. Col. was in op. , but •s being shut down for ~oaro. or conv . 
(EJ 01v1dend rn te divided by mnr kct pr•cc E •Est 1~ted by Value L•ne 
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Moocty•a 24 Electric Utility~~- Schelllle 4, P8111 2 

Ewni,_ Per st\are and Return on (411ty 

[1] [2] [3) (4) 

£PS £PS letwn Vel• liM letwn on 

1988 1919 on Eq. fut\re Ellp. ... ty 

1919 Return on 1988 

(41fty 

w tAl [I) w 
llon-tue\..,. conatructtcn ~1•: 
.. ltt80N 10M end Electric 13.47 13.05 12.531 1!.SOS 15.011X 
lolton Edftan 11.86 t1.76 9.7'8 12.001 12.00S 
c:etol frw ,.,...,. end L ftM 13.93 M.ZO 14.891 14.001 1J.UX 
Centnll ... ,,. ,.,...,. t1 .83 11.92 12.011 12.501 12.001 
ton fdfacn of ..., York 12.47 12.49 ts.m 1.J.SOI u.ns 
Del-.rw,..... & Lt.t 11.7'0 t1.U t].!SS 11.001 12.m 
Oetrott £clfaon 12.]1 12.65 f 16.92.1 16.001 tJ. tl'S 
Florida Proereu corp. 13.52 13.51 1J.6ts 14.SOI u.m 
ldlho Power Co.-p. t1.12 12.S7 15.- \S.OOI 7.74S 
INI.CO fnterprt ... 12.64 12.55 E tl.a 12 •• 1S.OD ...... 't 13.20 12·" I 14.0ft 15.001 15.561 
Plctflc ... & lltct. a.S6 t1.90 n.tD 13.SOI 14.48 
~wnte ,_.,. & Ulht 13.73 14.05 14.571 14.001 tl.MS 
11\bt Sc Servle. of Coloredo 12.95 12.21' 13.621 1J.5GI 17.91'1 
It( COrp. 13.49 S:S.56 15.0D 14.001 15.07S 
Tt(X) t2. 13 12.36 1s.ns 14.SOI 14.9\S 

........ 12.69 a.n I 1J.6D \:S.6ft 6.811 I 
lulctew Cclnltructfon ~1•: 
Centret Wudlon Gil 12.61 12.28 10.60S 11.501 12.65S 
Cinelmetl Gel end fleet. 14.]2 14.00 E 16.85S 12.001 19.891 
Centerlw 11. 76 11.95 E 9.821 11.00S 8.4D 
c:-. .. ttfl fdiiMII"' 13.01 12.70 E a.sa 13.501 9. 10K 
OfJL lne. 13.01 13.]0 E 15.511 14.SOI 15.0D 
llouston l..._tdea 13. :14 12.60 E 9.0ft 1!.501 11.701 
fortblelt Utllftl .. 12.07 S1.87 11.321 1l.OOS 12.38X 
"'Hedllpflfa Elect. 12.13 12.49 14.271 11.501 13.411 .,..... 12.81 12.65 [ 12.001 12.56S 12.m I 

Source: tAl Val• LIM 
[I) Earni ngs Par Share dlvded by awraee boot value. look value shOW! on 

Sdl«l..te 4, Page 1 
E• Est l•ttod by Value Line 



NNEXTF III.XLS 

Sc:IMdlle 5, ,..,. 1 

--IU:UM CXIISTIU:T ICJI 
EXTtiiiAl F IIIMCIIC lATE 
on lll ona of st~erH > 

COiipcu1d 
ca.on Stodt outatendlng 1989 1992·94 Alnlel 

CWcMII 
lalti.:~N~ G ll ao.lS 80.50 o.oss 
laeton Edlaon 31.50 [ 4t.OO t.Sft 
caroline Powt- 81.19 80.60 -1.951 
c.rtral Maine ~r 25 •• 26.15 0.261 
Con Edlaon 228.10 E 221.10 o.oos 
Del_,. Pa.r 46.91 49.25 1.19S 
Detroit £dlaon 146.85 E 147.00 o.on 
Flori• Progreq 51.05 51.50 0.221 
tdlho,.. 34.00 E 34.00 o.oos 
lpelC4 :S7 . 55 E :s7 .55 o.oos 
PKHtc G & £ 428.00[ 450.00 1.261 
Pennlylv.nle P & L 75.42 76.25 o.m 
P.S. of Colorado 52.1'0 E 5l.40 o.m 
SC( Corp. 218.50 E 218.50 o.oos 
m:o 56.79 57.25 0.201 

107.19 108.74 
Awr• o.m 

SOUrce: llllrld to O.ZSI 
Yah.- line 

£• fatl•ted by Value Lfne 



NEXTF Ill. XlS 1 
Sc:Mcl.lle 5, P-oe 2 

IU::t.EM COISTIUtT 101 REm I C UTili T 1£S 
EXTOIIAL FIIWICIIIG IATt 
CIUl Uone of She"") 

CCIIIpUid 
c~ stock ~tanding: ,. 1992·94 .,.,.., 

GI"Wttt 

lotctor. central IIUdl4n 14.74 15.75 1.671 

'" Centertor £nervy 139.70t 139.00 ·0. 131: 
~tfng ctnctmatt lies and £l~t . 51.00£ 54.00 1.441 

'" ec..o. .... tth Edison 21:S. OO E 211 .00 -0.241 
Conwerttng Ofll Inc. 4S.SO E 47.50 1.191 

'" Mowtut l,.._trt• 126.25£ 130.00 o.m 
'" lort~t Utflttf .. 108.65 E 109.00 O.OSI , .. Ptll ledelphla El~trlc 211.98 221.15 1.m 

113.83 116.80 

Source: Av.rege 0.67l 
Value llne 

ICU!d to 0.70X 



M24.1CLS 

NoDdy'• 24 Electric Utflftf" 

t.pftal Strucnre Calperfaon 

~tu:l..,. canat:ructfon CCIIIIPI"I•: 
leltf.,.. Gu end Electric 
loeton Edfeon 
C:.rollne ,_.,. end Lftlht 
c:.m ... t ....... ,_.,. 
Con Edlaon of 11w Yort 

o.l...-w ,.._ a L '"'' 
Detroit Edteon 
Flori• ;,..... Corp. 
ldllwt ....... Corp. 
IIW.C:O lnterprt ... 
Oltllh4:. Gil 
,eclflc &.~ & llect. 
ll'emlyl ,.,..,. ....... & Lf lht 
~lie s.rvtce of tolorldo 
sa Corp. 
TEC:O 

a.ct...- Ccnatruct I on CGII!pMI•: 
Ctntrat lludaon Ill 
Cincinnati Gu end Elect. 
Ctnterlor 
c ......... t til Edlaon 
DPL Inc. 
Mouaton lnllatrl" 
•ortMalt Utlt I tin 
Phlledtlphla Elect. 

Source: Value Line 

E• Estl•tet. by Value Line 

Avoer..-

Ave rev-

12/31/1W 
~ 

c:c--. 
Eq.tlty 

seheclJle 7 

44.501 
!5.50U 
44.5011 
46.5011 
54.50SE 
44.501 
32.0011 
50. 101 
46.5011 
53.0011 
49.0011 
45.0011 
!7.-
44.001 I 
46.0011 
54.40S 

45.491 

37.801 
u.oou 
l9.SOIE 
46.001 E 
47.001 E 
40.SOU 
36.001 
15.601 

40.681 

1 



lkln-ru:leer canatruct ton CCIIIIf*'ll ea: 
laltf.ure Gea and Electric 
bton fdlaon 
carolina Powr and u gflt 
Central ... , .. Powr 
con fdlaon of .... Yorlt 
Oel..,-w Powr & L fllht 
Oetrott fdlaon 
ftorldll Progreu Corp. 
Idaho Powr Corp. 
IPALCO Enterprl ... 
ott ... G&E 
P.ctflc Gee & Elect. 
Pemaylvanfa Power & Lltht 
Public s.r"vlce of Colorado 
SCE Corp. 
TECO 

IU:t..,. CclnatNtt I on ec.pw.l•: 
Centrel lludaon G&f 
Clnc:lmetl Gaa and Elect. 
center lor 
~lth Edison 
OPL Inc:. 
HOUlton lrdJstriH 
Northe .. t Utlll tl~ 
Philadelph ia Elect. 

M24.XLS 

R~tum on Equity l11ptied In 

z.dt • • c:.ana- Growttl Rates 

YIE Eamlrva Dividendi 

loot 1989 

Dec.~ 

124.91 S3.05 12.10 
116.70 11.76 11.52 
127. 75 S4.20 12.92 
115.75 11.92 11 .56 
119.20 12.49 11.82 
113.68 S1.80 11.54 
116.15 12.65 S1.78 
126. 79 S3.sa 12.64 
117.35 12.37 $1 .86 
118.90 12.55 st. eo 
121.10 12.95 12.48 
S17.35 11 .90 11.52 
S28.36 S4 .05 12.98 
S16.SS 12.27 12.00 
124.20 S3.56 12.56 
$15.45 12.36 S1 .52 

121.76 \. S2.ZS 11.76 
124.55 ~ S4.00 S2.40 
S20.05 11 .95 $1.60 
S30.05 1.2.70 S3 .00 
122.10 13.30 S2.34 
1211.45 S2.60 S2.96 
Stt-.15 ,, .87 S1.76 
$17.51 t.2. L9 S2.20 

SdleclJle 6 

z.c:t•a Avg. loot Eamtrva Ret:wn on 

car...ua In 1~ Eq.Jity 

sy..,. 1991' at toedlfft'a 

~late at z.ct•a z.c:t•a z.ct•a 
er-dl GnM'tl ~ 

4.701 130.37 S3.14 12.941 
2.00S 117.97 11.94 10.921 
3.401 114.83 S4.96 14.50S 
2.501 117.69 12.17 12.441 
4.401 IZS.02 S3.09 13.72S 
2 401 115.08 12.03 13.611 
2.901 120.89 S3.06 14.851 
3.701 1.12.04 S4. 29 13.651 
2.001 120.06 12.62 13.181 
3.50S SZS.06 S:S.03 u.m 
3.401 SZS.70 S3.49 14.91S 
8.101 119.76 12.110 u .m 
3.901 ll4.37 S4.90 14.551 
1.601 118.27 12.46 13.561 
3.90'1 S29.82 S4.31 14.741 
5.701 120.43 S3. 11 15.691 

Awrage 13.14S 

3.801 124.67 12.75 11.351 
2.601 W.20 14.55 \3.881 
2.l0l 121.92 S2.18 10.081 
3.801 12:8.37 $3.~ 11.691 
3.301 127.40 $3.88 14.411 
1.601 126.56 S2.81 10.681 
2.301 S16. 74 S2.10 12.661 
t.OOX $19.00 1.2.62 13.841 

Awrege 12.321 



LEV.XU 

~~·a, p-... 1 

ILICTJIC CXJIIMIU 
AIW.YSIS OF EFFECT Of LEVOAGE 011 OVUALL COST OF CAPITAL 

lfQUIItED awiGf 1• COST OF EQUITY TO rffP 
MULL COST OF CAPITAL aJISTAin 

Conltent a....,... lt~lr_,t on ltete lase 

lond ... ,..,,.l weighted Pre· tu ctl.nee prr 

btl,., ltetlo C:O.t C:O.t Co.t Perc~t Increase 
Inc~ Equity 

lll~lty, c;__, 39.001 1Z.OOI 4.681 7.091 
Equl ty Preferred 10.001 0,001 0.901 1.361 
Debt 51.001 10.001 5. 101 5.101 

10.681 13.551 

A Equlty, C~ 41.00X 11 .991 4.9Zl 7.451 
Equity, Preferred 10.00X 8.7'51 o.aas , 331 

Oebt 49.00X 9.7'5~ 4.781 4.m 

10.571 13.551 o.~x 

A+ Equity, c;__, 44.001 11.731 5. 16X 7 .IIZ'l 
Equity, Preferred 10.001 a .m 0.861 1.311 
Debt 46.00X 9.63S 4.43~ 4.431 

10.451 ~51( 0.08711 

M 
Equity, c~ 47.00X 11.48S 5.401 a. 1ax 
Equl ty, Preferred 10.00X a .5os 0.851 1.291 

Debt 43.001 9.501 4.091 4.091 

1o.m 13.551 o.oan 
MA 

Equity, ~ SO.OOI 11.351 5.68% 8.601 
Equity, Preferred 10.001 a.zss o.m 1.251 
Debt 40.00X 9.ZSI 3.701 3.701 

10.ZOS 13.551 0.0431 

AMEqulty, ~ SS.OOI 1o.m 5.9a 9.061 
Equl ty, Preferred 10.001 S.ZSI o.m 1. 251 
Debt 35.001 9.ZSS 3.241t 3.241 

10.041 13.551 0.0961 



Size of luu. 
(I "Hltcn) 

o.s . 0.99 
t.o · t.99 
2.0 • 4.99 
3.0 • 9.99 
t0.0·19.99 
20.0·49.99 
~.0.99.99 
100·499.99 
Owf" soo.oo 

lour'u; 

SEC.XLS 

Co.on Stoc:k CO.t of Floatation 
For tiM UtH lty lrGIItry 

c:o.p.n&at I on on 
ll\IIMr- of aaP~t of 
IUUIS~ Procteda 

1 15.00 
3 5.46 
z 5.91 
14 3.87 
20 3.24 
54 ].16 
15 3.19 
a 2.57 
0 

Sdl~t· 9 

OtMf' C.tl 
.. Pfl'c:ent 
of Proceeds 

3.66 
3.54 
3.09 
0.90 
0.!1 
0.32 
0.23 
0.11 

Coat of Flotation of laalatar-«t laauea 1971·72, ~r 1974, 
Sec\lrttla end Ead\anee Co.lulon, llbte A·l 

Total 
Fl..-: I,. 
CO.tl .. ,.,.. 
c.nt of p~ 

18.66 
a.ao 
9.00 
4.77 
3.75 
3.48 
3.42 
2.70 



DJIIIST .XU 

RET\MN 011 EQUITY, IWti!T·TO--ICXIr AIID (ME) IlK PIEMII.It 
OF DOW JCIIIfl IIIDUITIIALI flGit 1920 TtiiOJGII 1987 SChedUle 10, Pege 1a 

10 Yr A¥9. 
Yeer OJ DJIA OJ AM ~,..,.. t etum on 

Boot Aver• Mlrtlt to lrw:Mt. letum on look 
loolt land loolt ~ 

Rete ~f!X AM Ind. 
CUrrwtt 10Yr A¥1. londl 

[A) [A) [A) (A] 

192.0 48.2 90.0 1.87 6. 101 11.001 
1921 46.4 73.0 1.57 6.001 4. 501 
1922 51.6 93.0 1.10 5.101 17.701 
1923 55.3 ~.0 1.70 5. 101 14.901 
19Z4 61.0 100.0 1.64 5.001 17.801 
1925 69.4 154.0 1.93 4.901 20.001 
192.6 75.2 152.0 2.02 4.101 15.101 
19Z7 n.9 175.0 2.25 4.601 11 . 201 
192.8 14.1 227.0 2. 70 4.501 19. 001 
1929 91.3 311.2 3.41 4.801 21.101 16.09X 11.291 
1930 91.2 236.3 2.59 4.501 12.101 15.411 10.911 
1931 86.9 131.6 1.59 4.601 4.701 15.m 1o.m 
1932 11.1 64.6 0.19 5.001 · !».601 13.601 1.601 
1933 10.5 13.7 1.04 4.501 2.101 12.521 7.821 
1934 10.7 98.3 1.22 4.001 4.801 11 .021 7.02\ 
1935 az.s 120.0 1.45 3.601 7. 701 9.791 6.191 
1936 as.s 162.2 1.90 3.201 11.101 9.461 6.261 
1937 aa.3 166.4 1.88 3.301 13.001 9.641 6.341 
1931 87.1 132.4 1.52 3.201 6.901 1.m 5.231 
1939 95.6 142.7 1.49 3.001 9.501 7.201 4.201 
1~0 91.7 134.7 1.36 2.101 11.101 7.101 4.301 
1941 103.0 121 .a 1.18 2.101 11.301 7.761 4.961 
1942 107.0 107.2 1.00 2.101 1.601 8.681 5.aax 
1943 113.0 134.1 1. 19 2 .• 701 1.601 9.m 6.6ll 

1944 111.0 143.3 1. 21 2.701 8.501 9.701 7.001 
1945 122.0 169.1 1.39 2.601 8.601 9.791 7.191 
1946 131.0 191 .6 1 .1;6 2.501 10.401 9.6~1 7. 151 
1947 149.0 1n.6 1. 19 2.601 12.601 9.611 7.011 
1948 160.0 119.9 1.12 2.101 14.401 10.36l 7.S6l 
1949 170.0 17'9.5 1.06 2.701 13 •. 801 10.791 1.091 
1950 194.0 216.3 1.11 2.601 15.801 11.2.61 1.661 
1951 203.0 257.6 1.27 2.901 13. 101 11.441 I.S.41 

1952 213.0 270.1 1.27 3.001 11.601 11.741 8.741 
1953 244.0 276.0 1.13 3.201 11.101 11.991 1.791 
1954 249.0 333.9 1.54 2.901 11.301 12.27'1 9 .37'1 
1955 2n.o 442.7 1.61 3.101 13. 201 12.731 9.611 
1956 2&5.0 493.0 1.13 3.401 11.101 12.861 9.461 
1957 299.0 475.7 1.59 3.001 12. 101 12.111 8.911 
1951 311.0 491.7 1.51 3.8 9 .. 001 12.211 1.47'1 
1959 139.0 612.1 1.16 4.401 10.101 11 .. 7.501 
1960 370.0 618.0 1.67 4.401 8.701 11.191 6.7'91 
1961 316.0 691.5 1.19 4.301 1 .301 10.711 6.411 
1962 401.0 619.8 1.60 4.301 9.101 10.461 6. 161 
1963 426.0 714.1 1.68 4.301 9.701 10.121 6.021 
1964 417.0 1134.0 2.00 4.401 11. 101 10.301 5.001 
1965 453.0 910.9 2.01 4.501 11.101 10.161 5.661 
1966 476.0 873.6 1.14 5.101 12.101 10.2(a 5.101 
1967 4n.o 119. 1 1.14 5.501 11.301 10.121 4.621 
1968 521 .0 906.0 1.74 6.201 11.101 1o.m 4.131 
1969 542.0 876.7 1.62 7.001 10.501 10.31'1 3.37'1 
197'0 573.0 7'53.2 1.31 8.001 1.901 10.391 2.391 
1971 601.0 814.8 1.46 7.401 9.101 10.471 3.071 



r.7 
DJIIIIT . XLS 

1972 643.0 950.7 1.48 7.201 10.401 10.60S 3.401 ~~- 10, Peoe 1b 
1973 690.0 923.9 1.54 7.401 12.501 10.881 3.481 
1974 747.0 159.4 1.02 8.601 1S.301 11.101 2.501 
1975 784.0 802.5 1.02 8.aos 9. 7'01 10.twl 2.091 
1976 7'98.0 974.9 1.22 8.401 12. 101 10.191 2.491 
1977 842.0 894.6 1.06 8.001 10.601 10.821 2.82:1 
1978 WI.O 820.2 0.92 1.7'01 12.7'01 10.981 2.28l 
1979 159.0 844.4 0.98 9.601 14. 501 11.381 1.781 
1980 928.0 ~1.4 0.96 11.901 13.101 11.801 ·0. 101 
1981 976.0 932.9 0.96 14.201 11 .60S 12.051 · 2. 15l 
1982 882.0 884.4 1.00 13.801 7.001 11 .71l ·2.091 
1983 aaa.o 1190.0 1.54 12.001 9.601 11 .421 ·O.sal 
1984 917.0 1178.0 1.28 12.7'01 13.10S , .401 · 1.301 
1985 945.0 1:528.0 1.41 11.401 11.201 11.551 0. 151 
1986 986.0 1793.0 1.82 9.001 11.501 11.491 2.491 
1987 11~.0 ~50.0 1.98 9.101 13. 001 11.7:51 z.m 

SOUrce: CAl •A LOIIG TEIIM fiOSPECTJV!f•, Jyppl_,t to TM Velue Li ne lnwet.nt SUrvey 
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Source: 

htl•t. of Coat of lq.llty Dlff-tlal Sc:Mc*.lle 11, ,.,. 1 
letwen l~trlal Cult_,.. 
and ••tdllntlal or ec-rclal Cult~• 

1 Aver.,. leta for the 42 Electric Collpenl• 0.6186 [A) 

11fth lncbatrlat sat" lela.~ tt1e Medlen 
2 Aver.,. leta for the 42 Electric CGI!penl" 0.7'045 (A) 

11fth lncbatrlal Sill'S Abowe the Jeadlan 

3 Dlfferenc. In leta 0.0159Lina 2 •I,.. Line 1 

4 Aver• Perc.1t l~trlal Ill• for the 42 ftectrtc to~p~nl• 2.6.S31 W 

11fth lncbat rlal sal .. lela.~ the Jeadlan 
5 Aver.,. Perc.1t lnllatrlal Ill" for the 42 Electric ~~.. 44.871 IAl 

lflth lncbatrlal sat .. Abowe the Jeadlen 

6 Dlfferenc. In Percent l~trlal tal" 11.341 

7 Aver ... ctt_.,. In leta per 11 Cllarva In l~trlal sat• O.OOOG6696Lina 3/llne6/100 

IS Chenge In hte for 1001 lncbatrlal satn 0.01669575 

90Yerall Coat of E~lty 11.751 til 

10 Yield on L~·tatW Truaury londl 8.501 [C) -11 CUI"r.nt llak p,...fUI In l!lectrlc E•lty CO.t 3.251 

va l~·tatW Treuwy londl 

12 Aver.,. leta of Value Line Electric 0.6970 W 

13 Rlak Pr•IUI per .01 01arva In leta 0.0466lllna 11/Lina12/100 

14 Rfak P,_IUI CeuMd by l,.._trlal t:uata.ra 0.4tllllna 13 ll Line 8 ll 10 

15 Round to 0.41 

(A) Scflecllle 11, , ... 3 
(I) Sdldlle 1 

(C) March 26, 1990 edition of wall Street Journal, p. C17. 
Aver.,. of 3 tongeet •turlty luuas. 



ltlbfl tty of aMidlntlel, e-re let end Jnclatrlet Sal" 

Aggrf9ate for u.s. Electric Utllltl" 1916·1979 

Value Line Electric Utllftl .. 1088·1915 
Aver ... 

Source: 
CAl Appendix 2 

varllbft lty • 
,.rc:ent of 
a .. tdlntlel 
Verllblt lty 

w 

ec-rclal 

2.1SI ] .151 

3.27S 2.2tl 
2. 701 2.611 

100.001 99.261 

~le 11, Page 2 

lrd.atrlal 

4.221 

5 061 
4 .641 

171.8Sl 



FPL Gr~, Inc. 
C011111011t1eal th Energy Sys 
Boston Edlun 
florfdl ProorHa Corp. 
P s of Colorado 
Puget Sound P & l 
Arizona P\bllc larvlce 
Atlantic Enerey, Inc. 
P s of llev Mexico 
wuntngton W.ter Power 
00111inlon Resources, Inc. 
Utlllcorp united 
El Paso Electric Co. 
Portland General Corp. 
(ensas City Power & Lltht 
Northeast Utilities 
Eastern Utilities Assoc. 
unl ted lll.,.lnatint 
(eotucky Utilities 
Sierra Peeific Resources 
N~ Englend Electric Sya 
Pacific G & E 
New York State E & G 
(anaat Power & Light 
Green Mountain Power 
TECO Energy, Inc. 
SC£ Corp. 
St. Joseph Light & Power 
£mplre Olatrlct Electric 
Union Elect ric 
DOE, Inc. 
P s Enterprl .. Group 
Midwest Energy Co. 
Te~tas Utilities 
Nevada Power 
Rochester Gaa & Electric 
Cincinnati Gal & Electric 
tuscon Electric Power 
MDU RHources Group, Inc. 
Loulavll~e Gal & Electric 
Pennaylvania P & L 
Iowa Reaources Inc. 
c OIIIIIOI'*ealth Ed I aon Co. 
DPL Inc. 

£• Eat l•ted by Value Line 

IIIDI(TA.XU 

88 Value Line Electric Utllltl .. 
lried by '-rcent of letall SalH 
to l,._trlel CUlt~ 

Sc:t!Gile 11, Pege 3 

44 ~~- vltfl Lowet Percent ... of sat .. 
to l..o.trl•l Cutta.rs 

Perant leU Percent 
lrdlltrlal c:c-ln 

1989 
7.671 o.75 46.401 

13.611 0.75 47.0011 
16.601 0.75 S5.SOU 
17.691 0.70 50.1(11 
18.471 0.70 44.00U: 
18.551 0.75 43.701 
19.191 0.75 !3.501£ 
19.511 0.65 47.201 
20. 19'1 0.65 43.501! 
20.411 0.65 41.201 
21.371 0.70 39.101 
Z2.5ll 0.70 44.001£ 
22.611 0 .65 41.001£ 
23.551 0.65 45.001£ 
24.751 0.65 44.501 E 
25.381 o.75 56.001 
25.401 0.75 56.401 
25.871 0.75 29.001 E 
24.261 0.60 52.501 E 
24.301 0.65 43.501 
24.671 0.70 :sa. SOlE 
21.341 0.1'5 45.001! 
27.911 0.75 :sa.SOI 
28.091 0.70 52.001 E 
28.181 0.55 53.501 E 
28.821 0.60 54.401 
28.881 0.75 46.001£ 
29.181 0 .60 62.501£ 
29.1141 0.50 40.501£ 
30.6D o.ao 45.001£ 
30.m 0.65 38.001E 
31.271 0.1'5 47.001E 
31.551 0.60 40.001£ 
31.m 0.75 42.001£ 
33.111 0.60 42.501£ 
!3.431 0.75 39.901 
33.601 0.75 43.001 E 
33.991 0. 60 34.501£ 
34.03S 0. 70 51.501 E 
34.071 0.65 45.001! 
34.091 0.7'0 37.801 
34.461 0.70 46.501£ Percent 
34.701 0.75 46.001 E Jndultrlal 
35.051 0.70 47.001 E 24.53X 

Gr 
Percent 
eo-on 

43.77l 
Beta 
0.6886 



Orange & Roctlend Utllltle1 
ldeho Powr 
General Public Utllltl" 
Del .. rva Power & Light 
wl-eara Moh...t Power 
SCAMA Corp. 
Central Loulllent Electric 
Central Nudaon C & E 
IE lrQ,ttrl• Inc. 
c.ntral & South W..t 
Wlscontln Public Service 
Wlscontln EntrtY 
OCS Energy Corp. 
PSI Moldings, Inc. 
Montane Power 
Iowa Southern 
WPL Holdings, Inc. 
OhIo Ed I son 
Central Mllnt Power 
Kentaa Cel & Electric 
Carolina Power & Light 
Entergy <Middle South> 
CILCORP Inc. 
SOUthern~ 

Pac:lflc:orp 
I PAL a> 
Duke Power 
s. Jndlane cas & Electric 
Baltl.ora C.. & Electric 
.Merlcan Electric: Powr 
M-Ilan Electric 
Centerlor Entrty Corp. 
Detroit EdiiGft 
All~eny POIIItf' Syst• 
Illinois Powr 
Central Illinois Publ ic Serv. 
TNP Enttrprt ... , Inc. 
Morthern Stet .. Power 
Houston lrd.Aitrln 
Gulf Stat~ Utllltl .. 
Interstate Power 
Southvesttrn Public Service 
WIPsa> 
Minnesota Powr & Light 

Averege for all sa Co!lp!nl• 

E• fltl .. tad by Vtlut Lint 

llllllfA.XU 

~le11, ,..,. ' 
sa Valut Lint Electric Utllftf .. 
Rried by Perc«''t of Rttaf I sal .. 
to lnllatrfal Cuac.trs 

44 Ccllpanl• vi tJt lll.,._t ,.rcent• of 1111" 
to lnllatrlal Cue~ 

SS.121 0.65 47.401 
35.201 0,65 46. 5011 
35.611 0.7'5 47.601 
35.90 0.60 44 .501 
36.261 0.15 !3.501 
36.4&1 0.10 47.5011 
17. ttl 0.60 49.001! 
17.221 0." 37.101 
17.721 0.7'0 42.501 E 
sa.m 0.1'5 48.001E 
38.56S 0.60 55.001( 
38.691 0.65 S4.001E 
40.111 1.00 SI.OOIE 
40.35S 0.15 41.001E 
40.421 0.65 55.501 E 
40.541 0.60 55.501 I 
40.1'51 0.60 53.5CU 
41.691 0.75 41.501E 
41.961 0 .7'0 46.501 
42.ZZI 0.1'5 45. 501 I 
42.27S 0.7'0 44.501 I 
43.121 0.85 36.0011 
43.611 0.65 47 .sos E 
43.821 0.7'5 40.5011 
44.m 0.7'0 45.001E 
45.181 0.7'0 53.001E 
45.71S 0.7'0 50.20X 
46.261 0.55 50.501 E 
46.891 0.7'0 44.501 
47.331 0.15 43. 001£ 
47.67X 0.65 45.501 E 
47.921 0.7'0 39.501£ 
48.721 0.7'0 52.001£ 
49.621 0.7'0 46.5011 
50.601 0.60 34.0011 
50.101 0 . 7'0 51.0011 
50.841 0.60 53.501£ 
50.911 0.1'5 48.001 E 
52.451 o.eo 40.501 E 
54.301 0.85 39.0011 
55.621 0.7'0 44.001 E 
57.m 0.1'5 48. 801 Ptrc:«tt 
60.121 o.eo 41.001 E lrd.Aitrlal 
n.911 0.7'0 41.001 E 44.81'1 

35.7'01 0 .6971 

G 

leu 
0.704S 



~ ..._ 
MOUXJ.XLS 

Or. !Iorin•• I x R ... thod Schedule 12, Page 1 
Applied to Mia Collperabtt eo.p.nl" 

Eerned Return on Eemlrea Per Olvldenda Rttent ton b • r 
aM> AMY fq.lfty ~ert Per Shere Rete growth 

ALLEGHEIIIY POWER 13.501 14.60 SJ.50 0.24 3.231 
AMERICAN ELECTRIC POWER 13.501 13.:.0 12. 75 0.19 2.581 
ATLAJITIC ENERGY 12.001 13.75 13. 10 0.17 2.C..~ 

BALTIMORE GAS & ELECTRIC 13.501 14. 10 12.n 0.34 4.541 
BOSTOIIEOISOII CO. 12.00X 12.00 11.82 0.09 1.081 
CAROlINA P\IR & L T CO. 14.001 14.70 SJ. 30 0.30 4.1n 
CENTRAL HUDSON G & E 11.501 12.80 12.00 0.2'9 3.2'91 
CENTEIIOII ENERGY 11.001 12.50 11.80 0.28 3 .081 
CENTRAl IlLINOIS PS 13.001 12.60 12.04 0.22 2.801 
CENTRAL lOUISIAMA ELEC. 12.501 13.7'5 12.as 0.24 3.001 
CENTlAl KAINE & PWI 12.501 12.25 11.75 O.Z2 2.7!X 
CENTRAl VEIIMOIIT PS 13.501 13.05 12.40 0.21 2.881 
CENTRAL & SOUTH WEST 13.501 14.90 SJ.25 0.34 4.551 
Cl lCOIIP 12.501 SJ.eo 12.70 0.2'9 3.621 
CI NCINNATI G & E 12.001 13.60 12.52 0.30 3.601 
CXJMllfteEAL T H EO . 13.501 14.10 13. 40 0.17 2.30% 
COMMONWEALTH ENERGY 13.001 14.80 SJ.15 0.34 4.4n 
CONSOLIDATED EDISON NY 13.501 12.90 12.20 0.24 3.261 
DElMARVA PWR & LT 13.00X 12.00 11.70 0.15 1.951 
DETROIT EDISON 16.001 SJ. 25 12. 05 0.37 5.911 
OQCINIOII RES 13.00X 15. 25 SJ.75 0.2'9 3.711 
DPl INC. 14.501 SJ.90 12.60 0.33 4.831 
DOE INC. 11.00X 12.55 11.65 11.35 3.881 
DUKE PMR CO. 1S.50l S5.7'5 SJ . 76 0.35 4.671 
EASTERN UTILITIES 15.001 14.50 SJ.OO 0.33 5.001 
EMPIRE OIS. ELEC. 13.501 13.50 12. 65 0.24 3.281 
flORIDA PROGRESS COlP. 15.00X 14.80 SJ.05 0.36 5.4n 
FPL GROUP 13.001 14.10 12.76 0.33 4.251 
GENERAL PUBLIC UTIL. 14.001 16.8S 13.60 0.47 6 .641 
GREEN MOUIIITAIN PWR. 13.001 12.70 12. 15 0.20 2.65X 
HAWAIIAM ELECTRIC 13.501 SJ.75 12.60 0.31 4. 14X 
HOUSTON INDUSTRIES 13.501 SJ.90 13. 05 0.22 2.941 
IDAHO POWER 13.001 12.45 12.15 0.12 1.59% 
IE INOUSTIIES 14.001 SJ.25 12.25 0.31 4.31X 
INTERSTATE POWER 13.001 12.8S 12.15 0.25 3.19% 
IOWA ILL G & E 12.501 14.50 13. 55 0.21 2.641 
IOWA RESOURCES 12.501 12.25 11 .80 0.20 2.50% 
IOWA SOUTHtiN INC. 13.501 13.45 12.47 0. 28 3.831 
!PAlCO ENTERPRISES 12.501 12. 75 12.05 0.25 3.181 
KAJISAS CITY P & L 13.501 14.20 12.90 0.31 4.181 
KAJISAS G & E 10.001 12.30 12. 00 0.13 1.301 

KANSAS P & l 13.501 13.00 11.95 0.35 4.731 
KENTUCKY UTILITIES 14.001 102.30 1 •• 60 0.30 4.261 
LOUISVILLE G & E 12.001 14.00 13. 00 0.25 3.001 
MDU RES. GROUP 14.501 12.40 11.75 0.27 3.93X 
MIDWEST ENERGY 14.501 12. 20 11 .74 0.21 3.031 
MINNESOTA P & l 14.001 12. 75 12. 10 0.24 3.311 
MOll T AliA POWE I 11.001 13.70 13.20 0.14 1.49% 
NEVADA POWER 15.001 12.JO 11 .80 0.22 2.831 
NEW ENGLAND ELECTRIC 12.501 13.00 12. 35 0.22 2.711 
NEW YOlK STATE E & G 12.001 12.90 12.25 J.22 2.691 
Ill AGAIA IOIAWIC PWR. 13.001 12.40 11 .20 0.50 6.50% 
NIPSCO 14.501 12.50 11.65 0. 34 4.931 
NORTHEAST UT ll. 13.501 12.70 12.10 0.22 3.001 



lllii:IIII.XLS 

Dr. Morin's I a I ... thod Schedule 12, Pege 2 

Aflplled to ••• ~· Ccllplnl• 

tamed letum on Ewnl• fief' Dlwt-. letentlon b a r 

Equity ..,.. ,_..,.. hte grONth 
t«<ITNEU STATU 15.501 11.15 SZ.65 0.29 3.96X 
t«<ITIIoESTEU PI 14.001 12.00 11.65 0.18 2.451 
OfliO EDJSO. 15.501 12.45 SZ.14 0.13 1.711 
on..AIIOM G & IE 15.001 IS.50 12.15 0. 19 2.7'91 
01A1GE & llOCKUIII UTI L. 15.501 IS.95 12.65 0.33 4.441 
OTTEI TAIL POWEI 14.501 12.25 11.61 0.25 3.671 
PACIFIC GAS & IELIEC. 1J.5GI 12.90 11.75 0.40 5.351 
PACIFICOIP 14.001 14.45 13.15 0.29 4.091 
PIE .. STLVIJIIA p & L 15.001 14.15 13.25 0.22 2.82S 
PIILADELPMIA ElfCTliC 0.001 12.30 12.2!) 0.~ 0.57X 
POITLAII> GIEJIIEUL COIP. 12.001 12.50 12.00 0.20 2.401 
POTOIW: flEC. M CO. 17.501 13.10 11.92 0.38 6.661 

PSI IIOLD I a 14.00S 12.50 11.60 0.36 5.041 
Ml.IC SVC EJIT W 14.001 13.15 12.35 0.25 3.S6l 
PU1 SVC COL.OIADO 11.5011 IS.OO 12.25 0.25 3.38X 
PUGEl $CUI) P & L 12.001 12. tS 11.76 0.18 2.181 
ROOIESTEI GAS & ElfC C7 1Z.SOI 12.55 11.65 0.30 3.72S 
SAil D I EliO GAS & WC. 14.001 13.50 12.95 0.16 2.201 
SCMA C'OI9. 15.501 1.'.60 12.75 0.24 3. 191 
sa av. 14.001 14.15 SZ.95 0.29 4.051 
SIERJA PACifiC RIESOURC 11.501 12.50 11.95 0.22 2.531 
SOUIDG&E 14.00S IS.25 12.20 0.32 4.521 
SOUTIIUJ( CCJitiJIY 1Z.5CII "·'' 12.30 0.27 3.37X 
SOUl lloESTBI PI 15.001 12.75 12.45 0.11 1.641 
TECO EJIUGl I Me. 14.5CII 12.70 11.90 0.30 4.301 
TEXAS UTILITlfl U.OOI 14.45 13.12 O.lO 3.891 
T• EJITEJIPIIIRS 12.001 12.15 11.85 0.35 4.211 
TUSCXII IELEC. M. 10.001 CJ.50 12.20 0.57 3.711 
~JCII IELIECTIIC 15.001 13.45 12.35 0.32 4.141 
UTILICOIP 14.5CII 12.45 11.80 0.27 3.851 
W4PIIItGTOII VTI M 1J.OOI a.oo 12.55 0.15 1.951 
WISCDtSI. E.RGY U.SCII 13.30 12.15 0.35 4.70X 
WISCXII$1. P. I. tS.SOI 12.60 11.15 0.29 3.891 
\oPL IIOl.Dia 15.501 12.45 11.92 0.22 2.92l 

AVDAGl 1J.261 3.501 
Pete1MdPeee2 



APPENDIX I 
TESTIFYING EXPERIENCE OF 

JAMES A. ROTHSCHILD 



TBS'l'IJ'YDIG BXPBJliDCB OJ' JAKBS A. ROTHSCHILD 
'!'BROUGH ~L 15tb, 1190 

Continental Telephone of t he South; Docket No . 17968, Rate o f 
Return, January, 1981. 

ARIZOIIA 

Sun Ci ty West Utilities; Accounting, January, 1985 

COIOIBCTICU'l' 

Connecticut American Water Company; Docket No . 800614 , Rat e of 
Return, September, 1980 

Connecticut Light ' Power Company; Docket No. 85-10-22, Account­
ing and Rate of Return, February, 1986 

Connecticut Light ' Power Company; Docket No. 88-04-28, 
Gas Divestiture, August, 1988 

Connecticut Natural Gas; Docket No. 780812, Accounting and Rate 
of Return, March, 1979 

Connecticut Natural Gas; Docket No. 830101 , Rate of Return, 
March, 1983 

connecticut Natural Gas; Docket No. 87-01-03, Rate of Retur n, 
March, 1987 

United Illuminating Cowpany; Docket No. 89-08-11:ES:BBM, Finan­
cial Integrity and Pincial Projections, November, 1989. 

DE LA WAD 

Artesian Water Company, Inc.; Rate of Return, December, 1986 

Artesian Water Company, Inc.; Docket No. 86-25, Rate of Return, 
August, 1987 

Diamond State Telephone Coapany; Docket No. 82-32, Rate of 
Return, November, 1982 

Diamond State Telephone company: Docket No. 83-12, Rate of 
Return, october, 1983 

1 

_j 



-

Wilmington Suburban Water Company; Rate of Return Report, Septem­
ber, 1986 

Wilmington Suburban Water Company; Docket No. 86-25, Rate of 
Return, February, 1987 

I'BDERAL -.GY ltBCJVL&lfORY COJDU88:tOU (RRC) 

New England Power Company; CWIP, February, 1984 

New England Power company; Docket No.ER88-6Jo-ooo & Docket No . 
ER88-6J1-000, Rate of Return, April, 1989 

New England Power Company; Docket Nos. ER89-582-000 and ER89-
596-000, Rate of Return, January, 1990 

Philadelphia Electric Company - Conowingo; Docket No. EL-80-
557/588, July, 1983 

!'LORIDA 

Alltel of Florida; Docket No. 850064-TL, Accounting, September, 
1985 

Florida Power & Light Co11pany; Docket No. 810002-EU, Rate of 
Return, July, 1981 

Florida Power & Light Company; Docket No. 82007-EU, Rate of 
Return, June, 1982 

Florida Power & Light Company; Docket No. 830465-EI, Rate o f 
Return and CWIP, March, 1984 

Florida Power Corporation; Docket No. 830470-EI, Rate Phase-In, 
June, 1984 

Florida Power Corp.; Rate of Return, August, 1986 

Florida Power Corp.; Docket No. 870220-EI, Rate of Return, oc­
tober, 1987 

GTE Florida, Inc.1 Docket No. 890216-TL, Rate of Return, July, 
1989 

Gulf Power Company; Docket No. 810136-EU, Rate of Return, oc-
tober, 1981 

Gulf Power Company; Docket No. 840086-EI, Rate of Return, August, 
1984 

Gulf Power Company; Docket No. 881167-EI, Rate of Return, 1989 

2 



Rolling Oaks Utilities, Inc.; Docket No. 850941-WS, Accounting, 
October, 1986 

Tampa Electric Company; Docket No. 820007-EU, Rate of Return, 
June, 1982 

Tampa Electric Company; Docket No. 830012-EU, Rate of Return, 
June, 1983 

United Telephone of Florida; Docket No. 891239-TL, Rate of 
Return, November, 1989 

Water and Sewer Utilities, Docket No 880006-WS, Rate of Return, 
February, 1988. 

GEORGIA 

Georgia Power Company; Docket No. 3397-U, Accounting, July, 
1983 

ILLIIfOXS 

Central Illinois Public Service Company; ICC Docke·; No. 86-0256, 
Financial and Rate of Return, October, 1986 

commonwealth Edison company; Docket No. 85CH10970, Financ1al Tes­
timony, May, 1986 

Commonwealth Edison Company; Docket No. 86-0249, Financial Tes­
timony, October, 1986 

Commonwealth Edison Company; ICC Docket No. 87-0057, Rate of 
Return and Income Taxes, April 3, 1987 

commonwealth Edison Company; ICC Docket No. 87-0043, Financial 
Testimony, April 27, 1987 

Northern Illinois Gas Company; Financial Affidavit, 
February, 1987 

Northern Illinois Gas Company; Docket No. 87-0032, Cost of Capi­
tal and Accounting Issues, June, 1987 

Kentucky Power Company; case No. 8429, Rate of Return, April, 
1982 

3 



l<entucky Power coapany; case No. 8734, Rate of Return and CWIP, 
June, 1983 

Kentucky Power Company; Case No. 9061, Rate ot Return and Rate 
Base Issues, Septeaber, 1984 

West Kentucky Gas Coapany, case No. 8227, Rate ot Return, August, 
1981 

KAID 

Bangor Hydro-Electric Coapany; Docket No. 81-136, Rate ot Return, 
January, 1982 

c & P Telephone Coapany: Ca•e No. 7591, Fair Value, December, 
1981 

KABSACJIU8Bft8 

Boston Edison Company; Docket No. DPU 906, Rate of Rnturn, Decem­
ber, 1981 

Fitchburg Gas & Electric; Accounting and Finance, october, 1984 

Southbridge Water company; M.O.P.U., Rate of Return, September, 
1982 

KUDfBSO'l'A 

Minnesota Power & Light Coapany; Docket No. E015/GR-80-76, Rate 
of Return, July, 1980 

NEW JBR811Y 

Atlantic City Sewage; Docket No. 774-315, Rate ot Return, May, 
1977 

Atlantic City Electric Co~ny, Docket Nos. ER 8809 1053 and ER 
8809 1054, Rate ot Return, April, 1990 

Elizabethtown Water Company; Docket No. 781-,6 ,Accounting, April, 
1978 

Elizabethtown Water coapany; Docket No. 802-76, Rate of Return, 
January, 1979 

4 



Essex county Transfer Stations; OAL Docket PUC 03173-88, BPU 
Docket Nos. SE 87070552 and SE 87070566, Rate of Return, oc­
tober, 1989. 

Hackensack Water Company; Docket No. 776-455, October, 1977 and 
Accounting, February, 1979 

Hackensack Water Company; Docket No. 787-847, Accounting and In­
terim Rate Relief, September, 1978 

Hackensack Water Company; AFUDC ' CWIP, June, 1979 

Hackensack Water Company; Docket No. 804-275, Rate of Return, 
September, 1980 

Hackensack Water Company; Docket No. 8011-870, CWIP, January, 
1981 

Middlesex Water Company; Docket No. 793-254, Tariff Design, Sep­
tember, 1978 

Middlesex Water Company; Docket No. 793-269, Rate of Return, 
June, 1979 

Middlesex Water Company; Docket No. WR890302266J, Accounting and 
Revenue Forecasting, July, 1989 

Mount Holly Water Company; Docket No. 805-314, Rate of Return, 
August, 1980 

National Association ot Water Companies; Tariff Design, 1977 

New Jersey Bell Telephone; Docket No. 7711-1041, Tariff Design, 
September, 1978 

New Jersey Land Title Insurance Companies, Rate of Return dnd Ac­
counting, August and November, 1985 

New Jer sey Natural Gas; Docket No. 7812-1681, Rate of Return, 
April, 1979 

Nuclear Performance Standards; BPU Docket No. EX89080719, Nuclear 
Performance Standards policy testimony. 

Rockland Electric Company; Docket No. 795-413, Rate of Return, 
October, 1979 

South Jersey Gas Company; Docket No. 769-988, Accounting, 
February, 1977 

United Artists Cablevision; Docket No. CTV-9924- 83, Rate of 
Return, April, 1984 

West Keansburg Water Company; Docket No. 838-737, Rate of Return, 
December, 1983 
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lfBW YORJt 

Consolidated Edison Coapany; case No.27353, Accounting and Rate 
of Return, October, 1978 

Consolidated Edison Company; Case No. 27744, Accounting and 
Rate of Rett rn, August 1980 

Generic Financing case for Electric & Gas compan1es; Case 
No. 27679, May, 1981 

Long Island Lighting Company; Case No. 27136, Accounting and Rate 
of Return, June, 1977 

Long Island Lighting Company; Case No. 27774, Rate of 
Return, Noveaber, 1980 

Long Island Lighting Company; case No. 28176 and 28177, Rate o f 
Return and Revenue Forecasting, June, 1982 

Long Island Lighting Company, Cas• No. 28553, Rate of Return and 
Finance, March, 1984 

New York Te lephone, case No. 27469, April, 1979 

New York Telephone, case No. 27710, Accounting, September, 

OHIO 

Columbia Gas company of Ohio; Case No. 77-1428-GA-AIR, 
March, 1979 

Columbia Gas Company of Ohio; case No. 78-1118-GA-AIR, 
Accounting and Rate of Return, May, 1979 

Ohio Util i ties Company; Case No. 78-1421-WS-AIR, Rate of 
Return, September, 1979 

PBDSYLVAJIU 

ATTCOM - Pennsylvania; Docket No. P-8JJ452, Rate of Return, 
April, 1984 

1981 

Bethel and Mt. Aetna Telephone Company; Docket No. LR-770090452, 
Accounting and Rate of Return, January, 1978 

Big Run Telephone Coapany; Docket No. n-79100968, 
Accounting and Rate of Return, November, 1980 

Columbia Gas of Pennsylvania; Docket No. R-78120724, Rate of 
Return, May, 1979 
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Dauphin consolidated Water Company; Docket No. R-780-50616, Rate 
of Return, August, 1978 

DauphiJt Consol i dated Water Company; Docket No. R-860350, Rate of 
Return, July, 1986 

Duquesne Light Company; Docket No. RID-373, Accounting and Rate 
of Return, 

Duquesne Light Company; Docket No. R-80011069, Accounting and 
Rate of Return, June, 1979 

Duquesne Light Company; Docket No. R-821945, Rate ot 
Return, August, 1982 

Duquesne Light Company; Docket No. R-850021, Rate of Return, 
August, 1985 

Equitable Gas Company; Docket No. R-780040598, Rate of Re turn , 
September, 1978 

General Telephone Coapany of Pennsrlvania; Docket No. R-811512 , 
Rate of Return 

Metropolitan Edison and Pennsylvania Electric Company; Rate of 
Return, December, 1980 

National Fuel Gas Company; Docket No. R-77110514 , Pate of Return , 
September, 1978 

Pennsylvania Electric Company; Rate of Return, September , 1980 

Pennsylvani a Gas ' Water Company, Docket No. R-80071265, Account­
ing and Rate of Return 

Pennsylvania Gas' Water Company; Docket No. R-78040597, Rate of 
Return, Auqust, 1978 

Pennsylvania Power Coapany; Docket No. R-78040599, Accounting and 
Rate of Return, May, 1978 

Pennsylvania Power Co•pany; Docket No. R-811510, Accounting, 
August, 1981 

Pennsylvania Power Coapany; Case No. 821918, Rate of Return, 
July, 1982 

PennRylvania Power' Light company: Docket No. k-80031114, Ac­
counting and Rate ot Return 

Pennsylvania Power ' Light Company; Docket No. R-8 22 169, Rate of 
Return, March, 1983 
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Peoples Natural Gas Company; Docket No. R-7801054 5 , Rate of 
Return, August, 1978 

Philadelphia Electric Company; Docket No. R-850152, Rate of 
Return, January, 1986 

Philadelphia Suburban Water Company; Docket No. R-79040824, Rate 
of Return, September, 1979 

Philadelphia Suburban Water Company; Docket No . R-842592, Rate of 
Return, July, 1984 

UGI Luzerne Electri c; Docket No. R-78030572, Accounti ng and Rate 
of Return, October, 1978 

West Penn Power, Docket No. R-78100685, July, 1979 

West Penn Power; Docket No. R-80021082 , Accounting and Rate of 
Return 

Williamsport vs. Borough of s. Will iamsport re Sewage Ra t e Dis­
pute 

York Water Company, Docket No. R-850268, Rate of Retur n , J une, 
1986 

RBODB ISLaiiD 

Black.stone Valley Electric Company; Rate of Return, February, 
1980 

Blackstone Valley Electric Company; Docket No. 1605 , Rate o f 
Return, February, 1982 

Bristol & Warren Gas Company; Docket No. 1395, Rate of Re turn, 
February, 1980 

Bristol & Warren Gas Company; Docket No. 1395R, Rate of 
Return, June, 1982 

Narragansett Electric Company; Docket No. 1591, Accounting, 
November, 1981 

Narragansett Electric Company; Docket aiO. 1719, Rate of Return , 
December, 1983 

Narragansett Electric Company; Docket No. 1938, Rate of Return, 
October, 1989. 

Newport Electric Company; Docket No. 1410, Account i ng, July, 1979 

Newport Electric Company; Docket No. 1510, Rate o f Return 
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Newport Electric Company; Docket No. 1801, Rate of Return, 
June, 1985 

South County Gas Coapany, Docket No. 1854, Rate ot Return, Decem­
ber, 1986 

Wakefield Water Company, Docket No. 1734, Rate ot Return, Apri l , 
1984 

SOU'l'B CAJtOLID 

small Power Producers ' cogeneration Facilities; Docket No. 80-
251-E, Coqentiration Rates, Auquat, 1984 

South carolina Electric & Gas Company; Docket No. 79-196E, 79-
197-G, Accounting, November, 1979 

VBRIIOJI'l' 

Green Mountain Power Company, Docket No. 4570, Accounting, July, 
1982 

New England Telephone Company; Docket No. 3806/4033, Accounting, 
November, 1979 

New England Telephone company; Docket No. 4366, Accounting 

PEPCO; Formal case No. 889, Rate of Return, Januaty, 1990 

O'l'HBR 

Railroad Cost ot Capital, Ex Parte No. 436, Rate ot Return, 
January 17, 1983 (Submitted to the Interstate Commerce Commis­
sion) 

Report on the Valuation ot Neaours Corporation, tiled on behal f 
of IRS, October, 1983 (Submitted to Tax Cort) 
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APPENDIX II 
SALES OF ELECTRICITY BY CUSTOMER CLASS 

FOR 
ELECTRIC UTILITY COMPANIES COVERED IN VALUE LINE 



ICWSU.)(ll 

Value Line Eleetrlc: Utllltl" 
Value 

HSID£ttTIAl ~ lela Avereoe LIM 
(000) Ollltt4d Edition 

1988 1987 1986 198S 1984 1983 

All~eny Power Syst• 1o,m 10,271 9,839 9,309 9,411 8,891 9,749 hat 

~rlc:an Electric: Power 25,791 24,494 23,232 22,797 22,637 22,648 23,601 East 

Arizona Public: Service 5,463 5,162 4,697 5.107 \~eat 

Atlantic Energy, Inc:. 3,213 3,040 2,839 z.~ 2,647 2,S45 2,820 East 

Baltl.ore Gat & Electric 9,196 8,521 7,791 7,014 6,897 6,644 7,690 East 

Boston Edison 3,431 3,189 3,049 2,897 2,890 2,778 3,039 East 

Carollnl Power & Light 9,&54 9,614 9,028 8,247 8,241 8,010 11,!32 hat 
Centerlor Energy Corp. 6,920 6,659 6,527 6,309 6,404 6,327 6,524 Central 
C:!ntral end Souttl west C()rp. 14,036 13,518 13,338 13, 321 12,853 12,134 13,200 Central 

Central ltudton G & E 1,499 1,394 1,311 1,237 1,238 1,181 1,310Eest 

Central Illinois Public: Serv. 2,487 2,368 2,317 2,224 2,226 2,296 2,320 Central 

Central Loultlane Electric 2,082 2,023 2,030 1,936 1,858 1,7S6 1,948 Central 

Central Maine Power 3,076 2,926 2,803 2,662 2,636 2,481 2, 764 East 

CILCORP Inc:. 1,557 1,459 1,399 1,339 1,390 1,428 1,429 Central 

Cincinnat i Gaa & Electric 6,487 6, 096 s,m 5,416 5,430 5,345 5,760 Central 

CMS Energy Corp. 9,306 8,779 8,446 8,210 a, 149 8,109 11,500 Central 

Comnonweal th Edison 20,394 19,016 18,155 17,847 18,853 Central 

C~at l th Energy Sya 1,717 1,658 1,533 1,433 1,367 1,292 1,512 Ent 

Delmerva Power & Light 2,945 2,732 2,496 2,257 2,249 2,136 2,469 Ealt 

Detroit Edlaon 11,723 11,134 10,492 1o,on 10,150 10,256 10,639 Central 

D0111inion Resources, Inc:. 19,407 18,612 17,697 15,489 14,701 14,264 16,69S Eas t 

DPL Inc. 4,308 4,01! 3,871 3,678 3,722 3,6611 3,an tentra l 

Duke Power 16,744 16,580 15,636 14,241 14,493 14,219 15,319 East 

DlqJHM light 3,156 3,065 2,957 2,&48 2,918 2,90S 2, 915 Eatt 

Eastern Utilities~- 1,412 1,328 1,262 1,212 1,205 1,197 1,269 East 

El Paso Electric C(). 1,246 1,180 1,114 1,079 1,047 1,018 1,114 Central 

Empire Dlttrict Electric 1,006 944 897 ass 851 810 894 Centra l 

Florida Progress C()rp. 11,066 10,319 9,819 9,11'5 8,554 11,009 9,490 East 

FPL Group, Inc. 30,0113 28,330 21,1aa 25,573 23,636 23,324 26,356 East 

General Public: Utilities 13,310 12,445 11,779 11,142 11,273 10,901 11 ,aoa East 

Green M«rrtaln Power 566 540 529 515 509 484 524 Ealt 

Gulf State Utilities 6,326 6,209 6,175 6,225 6,209 5,6117 6,139 Cantral 

Hawaiian Electric 2,034 1,962 1,859 1, 785 1, 748 1, 730 1,853Waat 

Houston lndustrlet 15,251 14,101 14,628 14,981 14,242 12,911 14,452 Central 

Idaho Power 3,329 3.1611 3,316 3,490 3,431 3,104 3, 306 \~eat 
IE Industries Inc . 1,314 1,233 1,216 1,174 1,210 1,2n 1,237 Central 

lllinoit Power 4,411 4,241 4,198 3,927 3,9n 4,077 4,139 Central 

lnteratate Power 979 923 894 883 aa3 910 912 Central 

I 01o1a Resources Inc:. 1,935 1,192 1,748 1,697 1, 730 1,873 1, 796 Central 

I 01o1a Southern 644 598 sao 562 574 603 594 Central 

I PALCO 3,643 3,412 3,270 3,059 3,041 2,990 3,236 c.ntrel 

Kanses City P & L 3,252 3,050 2,839 2,657 2,625 2 "19 2,857 Central 

Kansas Gas & Electric 2,1aa 2,076 2,034 2,064 2,115 2,099 2,096 Central 

Unsaa Power & light 2,296 2,153 2,01'5 1,989 1,991 2,062 2,094 Central 

Kentucky Utilities 4,049 3,831 3,6!7 3,411 3,449 3,360 3,623 Centr•l 

Louisville Gat & Electric 2,935 2,852 2,711 2,525 2,505 2,569 2,6113 Central 

HDU Resourcet Ct(K4> 139 681 116 752 765 764 736 Central 
Entergy (Middle South) 17,155 17,053 17,118 16,748 16,069 15,465 16,601 Central 



Ml.I.XlS 

Midwest Energy COIIJ*lY 990 926 894 924 911 994 940 Central 

Minnesota Power & Light 842 192 810 7'98 787 771 aoo C-entral 

Montana Power 1,801 1, 717 1, 751 1,888 1,824 1,675 1,776 West 

Nevada Power 3,346 3,146 2,768 2,7'99 2,747 2,426 2,872 WHt 

New Engl80CI Electric Sys 7,735 1:n1 6,7'90 6,445 6,350 6,143 6,7113 e .. t 

New York State E & G 5,148 4,905 4,7'91 4,615 4,575 4,398 4,739 East 

Niagara Mohawk Power 10,099 9,655 9 ,359 8,976 8,944 8,578 9,269 East 

NIPSCO 2,402 2,310 2,170 2,108 2,150 2,260 2,233 Centra l 

Northeast Utilities 9,412 8,825 8,274 7,837 7,804 7,554 8,284 East 

Northern Stat .. Power 9,101 8,383 a, 1sa 7,96... 7,806 7,841 8,209 c.,tra l 

Ohio Edlaon 7,62.8 7,299 7,046 6, 7'91 6,836 6,735 7,0S6 Cmtral 

Orange & Rocklend Uti li t ies 1,41)0 1. 37'8 1,2!2 1,216 1,209 1,170 1,291 flit 

P s Enterprise Group 9,941 9,299 8,727 8,391 8,373 8,402 8,856 Eut 

P S of Colorado 5,416 5,250 5,0118 5,057 4,961 4,655 5,071 ~It 

P s of New Mexico 1,493 1,449 1,354 1,320 1,280 1,205 1,350 West 

Pacific Gas & Electric 22,565 21,933 20,949 21,067 20,730 19,778 21,170 WHt 

Pacificorp 10,491 10,100 10,101 10,531 10,495 10,091 10,310 west 

Pennsylvania P & l 9,856 9,157 8,771 8,354 8,454 8,138 a. 788 Eaat 

Portland General Corp. 5,924 5,~53 5,572 5,842 5,768 5. 434 5,682 \les t 

PSI Holdings, Inc. 5,710 5,422 5,255 5,000 5,194 4,983 5,261 CMtra l 

Puget Sound P & L 8,010 7,490 7,626 7,853 7,622 7,247 7,641 lleat 

Rochester Gal & Electric 2,052 1,97\:) 1,890 1,847 1,835 1, 789 1,897 East 

s. Indiana Gas & Electric 1,148 1,125 1,090 1,011 1,000 1,003 1,063 Cent ral 

SCAliA Corp. 4,689 4,649 4,467 4,032 3,919 3, 787 4,257 Eas t 

SCE Corp. 20,901 19,760 18,767 18,583 18,290 17. 174 18,913 \lest 

Sierra Pacific Resourcn 1,409 1,334 1,277 t ,287 1,270 1,215 1,299 \lest 

Southern COIIIpel"lY 31,041 30,583 29,501 27,0118 26,163 25,425 28,300 Eas t 

Southwestern Public Service 2,270 2,219 2,204 2,166 2,146 1,956 2, 160 Central 

St. Joseph Light & Power 506 465 455 446 441 454 461 Central 

TECO Energy, Inc. 4,967 4,714 4,516 4,332 4,006 3,804 4,390 East 

Tun Utllitl .. 26,634 25,716 24,604 24,301 22,693 20,163 24,019 Central 

TNP Enterpri ... , Inc. 1 ,1164 1,789 1, 745 1, 715 1,659 1,493 1 ,711 CMt r al 

tuscon Electric Power 2,001 1,884 1, 713 1,655 1,529 1,447 1, 705 \lest 

Union Electric 9,957 9,53.5 9,283 8,844 8,764 8 , 979 9,2.35 Cent ral 

United lll~lnetlng 1,870 1,781 1, 700 1,655 1,643 1,6.38 1,715 East 

Utilicorp United 2,232 1,565 1,140 1,044 1,041 1, 031 1, 342 Central 

llashington lolater Power 2,1164 2,802 2,911 3,162 3,098 2,912 2,9S8 WHt 

llisconsln Energy 6,197 5,&69 5,696 5,573 5,501 5,486 S,721l Central 

lollsconsin PUbl i c service 2,155 2,031 2,0011 1,961 1,928 1,8&6 1,995 Centra l 

IIPL Holdings, Inc. 2,515 2,353 2,289 2,276 2,223 2,2.32 2,315 Central 

Total 593,482 565,764 543,667 519,782 492. 115 475,603 

Source: 1989, 1988 80CI 1986 edit I ona of The P.U.It. Anelv-f• of lnvetter·Owned Electric and Gaa Uttlit iea 



ICWSLS.XU 

YalUI Line Electric Utllltl .. 

CXIIDCIAl M SALES 
NAME (000) Qaltt~ Value 

1938 1987 1986 1985 1984 1983 Aver~ Line Ed . 

Allegheny Power Syst• 6,260 5,M5 5,701 5,396 5 ,274 4,990 5,59& fast 

American Electric Powr 17,651 16,846 16,013 15,571 14,849 14,398 15,89& fast 

Arizona P\.tlllc S.rvlce 5,659 5,456 5,129 5,415 west 

Atlantic Energy, Inc. 2,742 2,592 2,401 2,299 2,151 2,019 2,367 East 

Balti.are Gal & Electric 3,7'90 3,554 5,550 3,158 5,2.64 3,166 3,380 fast 

Boston Edison 7,005 6,751 6,363 5,992 5,725 5,281 6,186 East 

Carolina Power & Light 7,060 6,754 6,365 5,953 5,6&3 5,S46 6, 224 East 

Centerlor Energy Corp. 6,577 6,350 6,239 5,952 5,794 5,606 6, 086 Central 

Central & South Welt 11,663 , ,319 11,256 11,004 10,464 9,846 10, m Cent ral 

Central Hudaon G & E 1,354 1,2S9 1,185 1,185 1,118 1,062 1, 194 East 

Central Jlllnol1 Public Serv. 974 963 986 959 958 928 961 Central 

Central Loul1lana Electrtlc 958 942 957 909 aao 197 901 Central 

Central MaiM Power 2,164 2,019 1,&42 1,725 1,668 1,562 1,830 Ealt 

CJLCORP Inc. 1,143 1,086 1,058 1,013 999 964 1,044 Central 

Cincinnati Gee & Electric 4,702 4,396 4,182 3,950 3,719 3,541 4,082 Cer~tral 

CMS Energy 7,884 7,411 7,010 6. 135 6,515 6,321 6, 979 Central 

Cc.nonwealth Edl1on 21,380 ZO, 128 ~9,515 18,131 19,939 Central 

COIIIIIOI'Weat l th Energy Sya 1,~ 1,740 1,590 1,485 1,358 1,255 1,550 East 

Delmarva Power & Light 2,754 2,536 2, 311 2,166 2,013 1,844 2,287 East 

Detroit Edison 8,310 1,m 7,501 7,130 6,850 6,479 7,357 Cer~tral 

Docainion Resources, Inc. 15,499 14,513 13,367 11,861 10,882 10,285 12 ,135 Eas t 

DPL Inc. 2,643 2,513 2,401 2,307 2,212 2,07'5 2, 359 Centra l 

Duke Power 13,634 13,026 12,312 11,338 10,922 10,339 11,929 East 

Duquesne Light 5,055 4 ,199 4,724 4,537 4,393 4, 257 4,644 East 

Eastern Utilities Aa1oc. 1,424 1, 32S 1,243 1,169 1,113 1,103 1,230East 

El Paso Electric 1,398 1,316 1,267 1,203 1,149 1, 102 1, 239 Cerltra I 

Empire District Electric 128 680 630 5n 544 5oa 611 Central 

Florida Progresl Corp. 6,479 6,016 5,513 5,107 4,548 4,H9 5, 307 East 

FPL Group, Inc. 23,912 22,372 21,078 19,134 18,397 17,421 Z0,486 East 

General Public Utilities 11,038 10,27'5 9,654 9,080 8,826 8,322 9,533 East 

Green Mountain Power 554 517 487 466 4S6 434 486 East 

Gulf States Utilities 5,024 4,911 4,921 4,964 4 ,745 5,341 4,984 Central 

Hawaiian Electric 1,920 1,798 1,691 1,480 1,462 1,360 1,619 West 

Houston lndultrlea 11,552 11,189 11,437 11,491 10,945 10,001 11, 103 Central 

Idaho Power 3,558 3,383 3,229 3,343 3,062 2,943 3,253 West 

IE lndultries Inc. 1,224 1,143 1,118 1,013 1,on 1,067 1, 116 Central 

Ill inola Power 2,939 2,862 2,821 2,7'06 2,698 2,576 2, 767 Central 

Interstate Power 770 748 130 709 682 662 717 Central 

Iowa R"ourcet Inc. 1,383 1,271 1,241 1,154 1,132 1, 117 1,218 Central 

I owe Southem 355 334 328 318 314 309 326 Central 

!PALCO EnterpriMI Inc. 2,481 2,370 2,441 2,246 2, 16l 1,996 2,284 Central 

Kansa• City Power & Light 4,554 4,283 4,035 5,157 3,580 3,499 3, 951 Central 

Kansas Gas & Electric 1,125 1,682 1,659 1,630 1,587 1,527 1,635 Central 

Kansas PaMer & Light 2,182 2,633 2,521 2,405 2,322 2,300 2,494 Central 

Kentucky Utllltlea 2,7'54 2,598 2,440 2,290 2,211 2,060 2,392 Cent ral 

Loul•vllle Gal & Electric 2,457 2,343 2,2S6 2,150 2,0S5 1,965 2,204 Central 

MOll llesourcn Group, Inc. 351 382 445 459 437 431 418 Central 

:ntergy <Middle SOUth) 12,192 11,693 11,539 11,Z35 10,516 9,n6 11, 159 Central 



ICWSLS.XLS 

Midwest Energy Co. 880 837 806 7'98 n1 788 1!13 Cmt r e l 

Mlnnescta Power & Light 813 m 732 T02 679 657 n.6 Cmtra l 

Mont- Power 1,886 1,783 1, 7'04 1, 742 1,682 1,628 1, 738 Wflt 

llevede Power 1,545 1,496 1,289 1,244 1,162 1,240 1 ,329 \lo-a t 

llew EnQlend Electric Sys 7,128 6,706 6,219 5,821 5,511 5,209 6,099 East 

llew York State E & G 3,069 2,882 z,m 2,678 2,61 I 2,516 2. 7511 hat 

lllavara Mohawk Power 11,182 10,711! 10,374 9,907 9,739 9,31!7 10,211! Eest 

NIPSCO 2,400 2,327 2,245 2,324 Ce-ntre l 

Northeaat Utllltl .. 8,585 a. 151 7,676 7. 11!5 6,904 6,493 7, 499 hat 

Northern Stlt .. Power 4,982 4,675 4,41!7 4,326 4, 15a ],901 4,422 Ce-ntral 

Ohio Edlaon 6,060 5,782 5,560 5,266 5,101 5, 096 5,478 Cmtra l 

Orange & Rockland Utllltl .. 991 926 an 1!26 1!01! 768 1!66 East 

P S Enterprlae Group 16,036 14,990 14,111! 13,314 12,452 11,7'54 n,m Eelt 

P S of Colorldo 9,61!3 1!,706 a, 571 1!,41!7 1!,01!0 7,46(J 1!,498 West 

P S of llew Me~lco 2,097 2,004 1,1!29 1, 765 1, 706 1,600 1,al4 Welt 

Pacific G & E 23,917 22,621 21,286 21,053 20,626 19,260 21,461 Welt 

Peclflcorp 9,116 a,782 a,462 11,440 7,999 7,TOS 1!,417 Wflt 

Penn.ylvenla P & l 7,932 7,457 7,159 6,728 6, 527 6, 119 6, 987 East 

Portland General Corp. 4,865 4,6n. 4,496 4,379 4,209 3,m 4,4~ Wflt 

PSI Holdlnea, Inc. 4,51!7 4,447 4,241 3,994 3,904 3,694 4,145 Cmt re l 

Pvget Sound P & l 5,042 4,1!02 4,559 4,469 4,133 :s,n6 4,464 W.at 

aoch .. ter Get & Electric 1, 792 1,733 1,651! 1,592 1,540 1,492 1,635 East 

S. IncH- Gat & Electric 9'4 915 1178 1!04 1!00 746 &48 Cmtral 

SCAliA Corp. 3,936 3,769 3, 51!5 3,351 3,130 2,949 3,453 East 

SCE Corp. 23,040 21,610 20,146 19, 1 I 1 11!, 355 16,m 19,&40 W~lt 

Sierra Pec:lflc Reaourc .. I ,1!21 1,694 I' 51!4 I ,526 1,468 1,414 1,51!5 WHt 

Southern C~ 27,005 2S,593 24,166 22,512 20,1!16 19,512 23,267 East 

South~tern Public Service 2,428 2,429 2,439 2,160 2,289 2,129 2,346 Cmt ra l 

St. Joaeph Light & Power 370 350 344 329 321! 319 340 Cmtra l 

TECO Energy, Inc. 3,814 3,529 3,317 3,131 2,1!00 2,560 3,192 Eest 

Te~u Ut tllt lea 23,1117 22,324 21,453 20,349 19,026 , ,167 20,611! Cent ra l 

TNP Enterprla .. , Inc. 1,304 1,261 1,273 1,2S5 I ,201 1,112 1,Z34 Cmtr•l 

Tuscon Electric Power I, 193 1,1611 1,114 1,051 9116 921 1,0n.WHt 

Union Electric 10,009 9,51!1 9,306 1!,1!23 a,441 7,653 1!, 969 Cmt ra l 

United ltl~alnetlng 2,174 2,046 I ,915 1,1!10 I, 729 1,657 1,1!89 East 

Utlllcorp United 1,279 1,034 743 699 671 639 1!44 Cmtral 

Wethington Water Power 2,004 1,955 1,111!5 1 ,1!81 1,1!04 1,679 1,868 West 

Wlacona In Energy 5,635 5,314 4,943 4 ,1!1!5 4,7'91! 4,539 5,020 Ce-ntral 

Wlaconaln Public Service 2,112 1,978 1,1175 1,1!00 1, 747 1,664 1,1!63 Cmt r a l 

WPL Hotdlnga, Inc. 1,502 1,409 1,345 1,320 1,273 1,233 1,347 Cmtra l 

Total 510,609 4&4,230 462,100 433,1!15 395,736 373,1!61 

Source: 191!9, 1981! end 19116 edltlona of The P.U.R . .,_tysla of lnv .. ter·OWnad Elect r ic end Cas Utillt1u 
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Allegheny Power lylt• 
AMerican Electric Power 
Arizona Public S.rvlc• 
Atlantic Energy, Inc. 
Baltl.or• Gel & Electric 
Boston Edison 
Carolina Power & Light 
Centerlor Energy Corp. 
Central & South Welt 
Central Hudlon G & E 
Central llllnola Public Serv. 
Central loulalene Electric 
Central Maine Power 
CllCORP Inc. 
Cincinnati Gel & Electric 
CMS Energy Corp. 
COII'IIIOfWUI th Edlaon Co. 
CC~~~~~C~tWeal th Energy Sya 
Del•rv• Power & Light 
Detroit Edlaon 
Dontinion Resources, Inc. 
OPl Inc. 
Dulce Power 
Duquesne light 
Eaatern Utilities Assoc. 
El Paso Electric Co. 
Empire Olatrlct Electric 
Florida Progress Corp. 
FPL Gr~, Inc. 
General Public Utllltfes 
Green Kountaln Power 
Gulf States Utilities 
Hawaiian Electric 
Houston lnciJstriH 
Idaho Power 
IE lncklstrles Inc . 
I II inoia Power 
lnteratate Power 
Iowa Reaourc .. Inc. 
lowe Southern 
I PAlCO 
Kansaa City Power & light 
Kansas Gas & Electric 
Kansaa Power & Lfght 
Kentucky Utilities 
louisville Gal & E'ectrfc 

1988 

16,005 
:59,142 

2,7'56 
1,D9 

10,994 
1,119 

11,92.6 
12,7'93 
14,518 
1,100 
3,514 
1,112 
3,576 
2, 11'8 
s,m 

11,010 
21,598 

427 
2,729 

19,080 
8,7'54 
3,744 

25, 1S4 
3,302 

869 
698 
632 

3,681 
4,132 

12,800 
464 

12,012 
3,375 

28,476 
3, 654 
1,580 
7,415 
2,298 
1 '7'90 

780 
4,974 
2,229 
2,942 
1,877 
2,459 
2,617 

KWSLS.XLI 

Value Line Electric Utllltl" 

IIIDUSTIIAL ICwh Sal" A.,..rage 
(000 ) Clllltted 
1987 1986 1985 19&4 1943 

15,557 14,7'25 14,927 15,431 13,916 15,094 Eaat 
36,668 34,191 35,779 36,269 31,119 35,5211 East 
2,421 2,328 2,502 WHt 
1,324 1,ZZS 1,205 1,197 1,226 1, 252 hat 

10,500 10,088 9,457 9,074 8,453 9, 761 Eaat 

1,153 1,1137 1,823 1,869 1,13a 1,a27Eaat 
11,475 11,0S4 10,719 10,618 10, 210 11,000Eaat 

11,91!15 11 ,409 11,410 11 ,441 10,641 11,613 Cent ral 
14 , 168 14,997 15,591 15, 537 14,530 14 ,917 Cent ral 

1,670 1,631 1,444 1,292 1, 211 1,491 h at 

3,401 3,308 3,351 3,374 3,373 3,3117 Cent ral 
1,7'D 1,m 1,664 1,601 1,463 1,686 Central 

3,469 3,353 3,297 3,231 2,960 3,314 East 
1,996 1,899 1, 855 1,955 1,620 1,917 Central 

5,198 4,911 ~ .849 4,897 4,661 4,%6 Cent r al 
10,574 10,422 10,436 10,315 9 , 531 10,3111 Central 

20,tRT 20,160 19,936 ZO, 598 Central 

471 455 491 509 492 474 Eaat 

2,611 2,7'54 2,606 2,570 2,601 2,645 Ealt 

18,225 17,240 16,613 16,324 15,162 17,107 Cent ral 

11,505 8,265 7,561 7,366 7,214 7,944Eut 

3,535 3,434 3,385 3,198 2,913 3,368 Cent ral 
24,974 23,212 21,837 21,1121 20, 907 22,984 Eaal 

2,918 2,734 3,522 4,1~ 3, 717 3, 390East 

1163 ass al3 856 810 IS4IS East 

635 653 tRT 741 6n 684 Cent ra l 

608 573 64l 674 648 636 Central 

3,349 3,123 3,166 2,989 2, 701 3,,168 East 
3,962 4,000 3,aa5 3,707 3, 544 3 ,11n Eas t 

12,140 11,856 111101 11,710 10,608 11 ,1114 hat 

435 406 376 360 343 397 Ealt 
11,812 12,159 13,590 15,924 14,257 13, 302 Cent ra l 

3,187 3,149 3,060 3,0117 3,049 3,151 IIH t 

27,441 26,193 27,418 30,693 211,944 2.11,194 Central 
3,607 3,375 3,514 3,679 3,531 3, 560 Wel t 
1,485 1,440 1,396 1,366 1,290 1, 426 Cent ra l 
7,323 7,341 6,933 6,968 6,467 7, 07'5 Cent ra t 

2,056 2,015 1,955 2,026 1,913 2,044 Central 

1,643 1,553 1,518 1,S42 1,465 1, 511.5 Centre I 

739 649 602 523 509 634 Centra l 

4,127 4,524 4,432 4,:597 4,210 4, S44 Central 

2,316 2,266 2,249 2,212 2, 040 2, 229 Centra l 

2,1163 2,671 2,694 2, 7'50 2,4S5 2,129 Cent ral 
1,816 1,821 1,!52 1,m 1,599 1, 7'90 Central 

2,209 2,112 2,087 2,076 1,904 2 ,141 Central 

2,524 2,509 2,509 2,S49 2,410 2, 520 Central 
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IC>U R~rCctl Gr~, Inc. 685 60S 5n 57'9 5n 545 595 Central 

Entergy (Middle South) 21,2SZ 20,615 19,460 21,206 22,494 21,084 21,024 Central 

Midwest Energy Co. 1,012 m 736 117 7U 765 812 Central 

Mlnnesote Power & Light 7,001 5,641 4,619 5,246 5,739 4,583 5,472 Central 

Montane Power 2,754 2,645 2,375 2,163 2,212 2,196 2,391 West 

Nevede Power 2,4S6 2, 350 2,175 1,981 1,898 1,660 2,087 West 

Now England Electric Sys 5,064 4,864 4,733 4,598 4,568 4,203 4,672 Eaat 

New York Stete E & G 3,159 3,018 2,899 2,811 2,832 2,691 2, 902 East 

Niagara Nohewk Power 11,745 10,922 10,801 10,886 11,194 10,860 11 ,068 East 

NIPSCO 7,641 6,880 6,408 6,976 Central 

Northeast Utilities 5,535 5,449 5,394 5,286 5,374 5,046 5,347 Eut 

Northern States Power 14,982 14.191 13,327 12,569 12,2SO \1,443 13,127 Central 

Ohio Edlaon 9,872 9,067 8,533 8,751 9,161 8,386 8,962 Central 

Orenge & Rockland Ut l lltl .. 1,353 1,271 1,189 1,096 1,071 1,~3 1,169 Eest 

P S Enterprl .. Gr~ 10, 17'9 10,120 10,134 10,291 10,444 10,234 10,242 hit 

P S of Coloredo 3,166 3,491 3,301 3,028 2,960 2,527 3,07'9 WHt 

P s of New Mulco 900 788 842 7PJ9 762 742 804 Welt 

Pacific G & E 15,943 16,062 15,972 17,042 16,109 14,987 16,019 West 

Pee If I corp 17,635 16,2n 15,061 14,821 14,37'9 13,745 15,320 West 

Pennsylvania P & L 8,7'99 8,438 7,986 7,907 8,117 7,6Z3 8, 145 East 

Portland General Corp. 3,32.6 3,178 3,068 3,02.6 3,071 3,002 3,112Wflt 

PSI Holdlngl, Inc. 6,668 6,378 6,252 6 ,493 6,482 5,860 6,356 Central 

Puget Sound P & l 3,239 2,982 2,7'99 2,657 2,531 2,383 2, 765 west 

Rochester Gaa & Electric 1,869 1,782 1,n6 1,814 1, 7ll3 1,610 1, mEast 

s. lndiena 0.. & Electric 1,819 1,759 1,671 1,576 1,578 1, 468 1,645 Cent ra l 

SCANA Corp. 4,569 4,604 4,418 4,387 4,333 4,151 -,410 East 

SCE Corp. 15,416 15,727 15,588 15,707 15,8S8 15,643 15,657 Welt 

Sierra Pac I fie Resources 1,263 1,133 1,008 9S4 1,003 842 1, 034 WHt 

Southern Ca.peny 43,675 42,113 40,503 39,804 39,0SS 35,618 40,128 East 

Southwestern Public Service 6,253 6,076 6,014 6,182 6,207 5,499 6,039 Centra l 

St. Joseptl Light & Power 382 352 330 328 291 303 331 Central 

TECO Energy, Inc. 2,249 2,598 2,634 3,572 3,7'96 3,464 3,0S2 hit 

T exes UtI ll t 1 .. 22,288 21,421 21,013 20,922 20,344 18,690 20,780 Central 

TNP Enterprlaea, Inc. 2,823 2,747 3,320 3,510 3,193 2,737 3,0S5 Centra l 

Tuscon Electr ic Power 1,678 1,566 1,510 1,361 1,274 1,202 1 , 432 west 

Union Electric 8,417 8,217 8,073 8,038 7,928 7,478 8,025 Central 

United Jllu.lnating 1,186 1,236 1,232 1,286 1,314 1,2S6 t, 252 Eas t 

Utlllcorp United 1,014 708 572 547 502 458 634 Cent r al 

~ashington Water Power 1,240 1,123 1,191 1,238 1,285 1,349 1 , 238 \olea t 

IJisconsin Energy 9,469 6,670 6,409 6,304 6,Z7B 5,950 6,847 C~trll 

~isconsi n PUblic Service 2,684 2,594 2,432 2,zae 2,325 2,Z08 2,422 Cl!f"\tral 

WPL Hold~ngs, Inc. 3,020 2,768 2,489 2,434 2,337 2,135 2,531 Cent r al 

Total 622, n1 594,999 573,474 567,109 552,510 512, 7'91 

Source: 1989, 1988 and 1986 edltlone of The P.U.R. ANlv-1• of l,_.ter·Owned Electric 8nd Gaa Uttlit i ~s 
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Value lint £lectrle Utilltl" 
... fdlntlal, ec-relan and rnca.trlal KWH Saln 

(000) Ollltted 
At l.eny Po..er Syst• 33,017 51,193 30,265 29,632 30,116 27,797 30,440 
Alllerlean Elec:tr :e Power 82,591 78,008 73,496 74,147 71,7'55 68,165 7'5 ,027 
Arizona Public serviea 13,87'8 13,039 12, 1S4 11,024 
Atlantic Energy, Inc. 7,294 6,956 6,463 6,142 5,995 5, 7'90 .. ,440 

Baltl80re Gaa & £lec:tric 23,980 22,57'5 21,236 19,699 19,235 Ul,26l 20,531 
Boston Ediaon 12,275 11,193 11,249 10,712 10,484 9,797 I 1 ,OS2 
Carol ina Power & LiGht 28,840 27,SZ3 26,447 24,919 24,S42 23,766 26,056 
Centerior Energy Cor-p. 26,290 24,994 24, 17'5 23,671 23,639 22,574 24,224 
Central & South West 40,277 39,005 39,591 39,916 38,904 36,560 39,042 

Central Hudlon G & E 4,553 4,323 4,127 3,866 3,648 3,454 3,995 

Central llllnola Public Serv. 6,97'5 6,732 6,611 6,534 6,558 6,597 6,668 

Central Louialane Electric 4,172 4,750 4,759 4,509 4,!39 4,016 4,S41 
Central ltaine Power 8,816 8,414 7,9911 7,684 7,535 7,003 7,908 

CILCORP Inc. 4,87'8 4,S41 4,356 4,207 4,344 4,012 4,390 

Clnclmatl Gu & Electric 16,466 15,690 14,876 14,215 14,046 13,S47 14,807 
CMS Energy Cor-p. 28,200 26,764 ~.878 25,381 24,979 23,961 25,861 
c~alth Ediaon Co. 63,312 59,841 57,830 56,514 59,389 
C~alth Energy Sya 4,0113 3,869 3,578 3,409 3,234 3,039 3,535 
DelMrva Power & l IQtlt 8,408 7,879 7,621 7,029 6,892 6,S81 7,402 
Detroit Edlaon 39,113 37,232 35,233 33,820 33,324 31 ,tR7 35,103 
Dominion Resourcn, Inc. 43,660 41,630 39,329 34,911 32,949 31,763 37,374 
DPL Inc. 10,695 10,061 9,706 (!,370 9,132 a,6S6 9,603 
Dulce Pa..er 55,532 54,580 51,160 47,416 47,236 45,465 50,232 
O~.qJKM light 11,513 1o,aaz 10,415 10,907 11,459 10,87'9 11,009 
Eastern Utllltt .. Aasoc. 3,705 3,516 3,360 3,214 3,174 3,110 3,347 

El Paao Electric Co. 3,542 3,131 3,039 2,919 2,937 2,7'97 3,038 

e.plre Dtatrlet Electric 2,366 2,232 2,100 2,115 2,069 1,966 2,141 
Florida Progr ... Corp. 21,226 19,684 18,515 17,448 16,091 14,829 ' 7,966 

FPL Gr~, Inc. ~.127 54,664 52,266 49,192 45,740 44,291 S0,713 
General Public Utllltl" 37,148 34,860 31,289 31,929 31,869 29,8.31 33, 1S4 
Green Mountain Power 1,584 1,492 1,422 1,357 1,325 1,261 1,407 
Gulf States Utilities 23,422 22,932 23,255 24,779 26,81'8 25,285 24,425 
Hawaiian Electric 7,329 6,947 6,tH9 6,32S 6,297 6,139 6,623 
Houston mnca.trles 55,279 53,311 52,258 53,890 55,880 51,8S6 53,749 
Idaho Power 10,541 10,1S8 9,920 10,347 10, 1n 9,578 10,119 
IE lnWitrln Inc . 4, tta 3,861 3, 774 3,643 3,648 3,629 3,779 
II t lnols Po..er 14,765 14,426 14,360 13,S66 13,643 13,120 13,980 

lnteratate Power 4,047 3,n7 3,639 3,S47 3,591 3,485 3,6n 
Iowa RKourees Inc. 5,108 4,713 4,542 4,369 4,404 4,455 4,599 
Iowa Southern 1,779 1,671 1,557 1,482 1,411 1,421 1,554 

I PALCO 11,098 10,509 10,235 9,737 9,606 9,196 10,064 
Kansas City Power & Light 10,035 9,649 9,140 1,663 8,477 8,258 9,037 
Kansas Gaa & £lectrle 6,855 6,621 6,364 6, 388 6,452 6,081 6,460 
Kansas Power & Light 6,955 6,602 6,417 6,246 6,090 5,961 6,379 
Kentucky Utilitlet 9,2.62 8,638 8,1&9 7,788 7,736 7,324 8,1S6 
Louisville Gal & Electric 8,009 7,719 7,476 7,184 7,109 6,944 7,407 
MDU Resoureaa Group, Inc. , I 77'5 1,668 1,738 I I 7'90 • . 779 1, 740 I , 748 
Entergy <Middle South) 50,629 49,361 48,117 49,189 49,079 46,325 48,783 
Midwest Energy Co. 2,aaz 2,616 2,436 2,439 2,470 2,547 2,S65 
Mlnneaot• Power & Light 8,656 7,205 6,161 6,746 7,205 6,011 6,997 
Mont- Power 6,441 6,145 5,1130 5, 7'93 5,718 5,499 5,904 
Nevada P<*tr 7,347 6,992 6,232 6,024 5,807 5,326 6,2!8 

New Englllfld Electric Sys 19,927 18,807 17,742 16,864 16,429 15,555 17,554 
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New York Stete E & G 11,376 10,805 10,462 10,104 10,018 9,6Z5 10,398 
Nleiare Mohawk Power 33,026 31,295 30,534 29.1tR 29,8n 28,825 30,554 
NIPSCO 12,443 11,517 10,823 2,108 2,150 2,2.60 6,884 
Northeest Utilities 23,532 22,425 21,344 20,308 20,082 19,093 21. 131 
Northern Stet .. Power 29,065 27,249 25,912 24,861 24,214 23,185 25,758 

Otl I o Ed I 10n 23,560 22,148 21,119 20,808 21,098 20,217 21,495 
Orange & Rocklend Utilities 3,834 3,57'5 3,348 3,138 3,088 2,971 3,326 
P s Enterprfae Group 36, 156 34,409 32,919 31,996 31,269 30,440 32. 87'5 
P S of Colorldo 18,2.65 17,447 16,~ 16,5n 16,001 14,642 16,648 

P s of New ~leo 4,490 4,241 4,025 3,874 3,748 3,S47 3,988 

Peelffc G & f 62,425 60,616 58,207 59,162 57,465 54,025 58,650 

Pee I f i corp 37,242 35,159 33,624 33,842 32,873 31 ,S41 34,047 

Penntylvenle P & L 26,587 25,052 23,916 22,989 23,098 21,1180 Z3,920 
Portllnd Generel Corp. 14,115 13,403 13,138 13,247 13,048 12,361 13,219 

PSI Holdings, Inc. 16,965 16,247 15,748 15, 487 15,580 14,537 15.761 
Puget Sound P & L 16,291 15,274 14,984 14,919 14,286 13,406 14,870 

Rochester Gea & Electric 5,113 5,415 5,324 5,253 5,158 4,891 5,304 
s. Indiana Gel & Electric 3,911 3,799 3,639 3,391 3,378 3,217 3,556 

SCAJIA Corp. 13,194 13,022 12,470 11,770 11,382 10,887 12, 121 

SCE Corp. 59,357 57,097 S4,S01 53,401 52,503 49,595 54, 409 

Slerre Pecfffc Reaoureet 4,493 4,161 3,atR 3,767 3, 741 5,471 3, 917 

Southern C~ 101, n1 98,289 94,170 89,404 86,034 80,555 91,696 

Southwestern Public Service 10,951 10,i24 10,657 10,708 10,642 9,534 10,544 
St. Joseph L I gilt & Power 1,258 1,167 1,129 1,103 1,060 1,076 1. 132 
TECO Energy, Inc. 11,030 10,841 10,467 11,035 10,602 9,828 10,634 

Taus Ut fl I tfa n,109 tR,461 67,07'0 65,5n 62,063 56,220 65,416 

TNP Enterprf ... , Inc. 5,991 5,797 6,338 6,480 6,053 5,342 6,000 
Tuscon Electric Power 4,an 4,618 4,337 4,067 3,789 3,570 4,209 

Union Electric 23,383 27,383 2.6,662 25,705 25,133 24,110 26,229 
United l ll~lnatfng 5, 230 5,063 4,847 4,751 4,686 4,551 4,855 

Utlllcorp United 4,525 3,307 2,455 2,290 2,214 2,128 2,820 

Washington Weter Power 6, 108 5,1180 5,987 6,281 6,187 5,940 6,064 
Wisconsin Energy 21,301 17,853 17,053 16,762 16,5n 15. 97'5 17,587 
Wisconsin Pl.bllc service 6,951 6,603 6,315 6,049 6,000 5,758 6,279 

WPL Holdings, Inc. 7,037 6,530 6,123 6,030 5,833 5,600 6,192 

Totel 1,726,862 1,644,993 1,579,241 1,520,706 1,440,361 1,362,255 
4.981 4.161 3.851 5.581 5.731 
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Value Line Electric UtllftfH 
hrcent of letaf I IC..tll SalH to l~trfal Cuat~rs 

19118 1987 1986 198~ 1984 1983 AverOije 

All81jheny POWilr Syat• 48.451 48.m 48.651 ~0.371 51.241 50.061 49.621 

Allericen Electric Power 47.39l 47.011 46.52'1 48.251 49.171 45.651 47.331 

Ar izone Public Service 19.1161 18.571 19.151 19.19l 

Atlantic Energy, Inc. 18.361 19.03'l 18 . 92'1 19.62:1 19.971 21.171 19.511 

Baltl.are Gal & Electric 45 .851 46.511 47.501 48.011 47.171 46.281 46.891 

Boston Edl1ot1 14.911 15.711 16.331 17.021 17.831 17.741 16.601 

Carol Ina Power & Light 41.351 41.241 41 . 801 43.021 43.261 42.961 42.271 

Centerior Energy Corp. 48.661 47.951 47. 19l 48.201 48.401 47 .14X 47.92'1 

Central & South West 36. 19l 36. 32'1 37. 881 39.061 40.071 39.881 38.231 

Central Hudlon G & E 37.341 38.631 39. 5Zl 37.351 35.4Zl 35.061 37.221 

Central llllnol1 Publ ic Serv. 50.38l 50.5Zl 50.041 51.291 51.451 51.131 50.80% 

Central Loui1iana Electric 37.601 37.58S 37.m 36.901 36.901 36.431 37. 111 

Central Maine Power 40.561 41.231 41.92S 42.911 42.881 42.271 41.961 

CILCORP Inc . 44.651 43.961 43.601 44.09l 4~.001 40.381 43.61l 

Cincinnati Gal & Electr ic J2.051 33.131 33.011 34.111 34 .861 34.411 33.601 

CMS Energy Corp. 39.041 39.511 40.271 41. 1Zl 41.291 39 .781 40.171 

Commonwealth Edlaon Co. 34.0111 34.59l 34.861 35.281 34.701 

COIIIIIOnWal th Energy Sya 10.461 12.171 12.7Zl 14.40l 1~.741 16.19l 13.611 

Del•rva Power & light 32.461 33.141 36.141 37.071 37.291 39.521 35.941 

Detroit Edlaon 48.781 48.951 48.m 49.1Zl 48.991 47. 531 411.72X 

D0111inlon Reeources, Inc. 20.051 20.431 21.0Zl 21.661 22.361 22.711 21.371 

DPL Inc. 35.011 35.141 35.381 36.131 35 .0Zl 33.651 35.051 

Duke Power 45.101 45 . 761 45.371 46.051 46.201 45.911\ 45.781 

DUQU-Hne Light 28.681 2.6.811 26. 251 32.291 36.201 34.171 30.731 

Eastern UtilitiH ASIOC . 23.451 24.541 25.451 25.921 26.971 26.051 25.401 

El Paso Electric Co. 20.891 20.2111 21.651 23.401 25.231 24.201 2::.611 

Empire District Electric 26.711 27.241 27.291 32.291 32.581 32.961 29.841 

Florida Progr"1 Corp. 17.341 17.011 16.871 18.151 111.581 UI.21X 17.691 

FPL Croup, Inc. 7.111 7.251 7.651 7.901 11.101 8.001 7.671 

General Public Utilities 34.461 34.831 35. 621 36.671 36.931 35.561 35 .681 

Green Mountain Power 29.291 29.161 28.551 27.711 27.171 27.201 211.111\ 

Gulf St ates Utflitfes 51.541 51.511 52. 291 54.841 59.251 56.39l 54.301 

Hawaiian Elect r ic 46.051 45.881 47.011 48.38l 49. 021 49 .61'1 47.671 

Houston lrd.atrl" 51.511 51 .451 50.1Zl 50.881 54.m 55.821 52.451 

Idaho Power 34.661 35.511 34.021 33.961 36.171 36.871 35.201 

IE lrd.lstrles Inc. :58.371 38.461 38.161 38.321 37.451 35.551 37.7Zl 

l lllnoh; Power 50. 221 50.761 51 . 121 51.111 51.071 49.291 50.601 

Interstate Power 56.78X 55.171 55.371 55. 1Zl 56.42X 54 .89l 55.621 

Iowa Resourcn Inc. 35. 041 34.1161 34. 19l 34.741 35.011 32.881 34.461 

Iowa Southern 43.841 44.231 41 .681 40.621 37.071 35 .821 40 .541 

I PALCO 44.821 44.911 44.201 45 .521 45.77X 45.781 45.181 

Kansas City Power & Light 22.211 24.001 24. 7'91 25.96% 26.801 24. rox 24.751 

Kansas Gas & Electric 42.92l 43.241 41.971 42.171 42.62: 40.371 42.221 

Kansas Power & Light 2.6.991 27.511 2.8.381 29.6Sl 29.18X 26.1!2X 28.09l 

Kentucky Utilltl" 2.6. 551 25.571 25. 7'91 2.6.801 26.84• 26.001 26.261 

Louisville Gas & Electrl~ 32.681 32.701 33.561 34.921 35.1161 34.711 34.071 

IC>U Resourcu Group, Inc. 38.591 36.271 33.201 32.:S5l 32.431 31.321 34.031 

Entergy (Mi ddle SOUth) 42.041 41 . 761 40.441 4:S.111 45.831 45.511 43.121 

Midwest Energy Co. 35.111 32.611 30.211 29.401 31.901 30.041 31.551 

Minnesota Power' Light ao.881 78.291 74.971 n.761 7'9.651 76.241 n.971 

Montana Power 42.761 43. 041 40.741 37.:541 38.681 39.931 40.421 

Ne-vada Power 33.43X 33.611 34.901 32.8191 32.681 31.171 33. 11X 
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New England Electric Sya 25.411 25.861 26.681 27.271 27.801 27.02% 26.671 

N~ York State E & G 27.771 27.931 27.711 27.821 28.271 27.961 27.911 

Niagara Mohawk Power 35.561 34.901 35. m 36.57'l 37 .47'l 37.681 36.26S 

NIPSCO 61.411 59.741 59.211 60.12% 

Northeatt Utllftf .. 23.521 24.301 25.271 26.on 26.761 26.431 25.38X 

Northern States Power 51.551 52.081 51.311 50.561 50.591 49.361 50.911 

Ohio Edfton 41.901 40.941 4Q.371 42.061 43.421 41.481 41.691 

Orange & Rockland Utilities 35.291 35.551 35.511 34.m 34.681 34.771 35. 12% 

P S Ente~fae Group 28.151 29.411 so.m 32.161 3S.40X 33.78S 31 .271 

P S of Colorado 11.m 20.011 19.461 18.271 18.501 17.261 18.471 

P S of llftl Mufco 20.041 18.581 20.921 20.37'l 20.m 20.m 20.191 

Pacific G & E 25.541 26.50X 27.441 28 .811 28.031 27.741 27.341 

Pacificorp 47.351 46.301 44.791 43.791 43.741 43.581 44.931 

Pennsylvenfa P & L 33.10S 33.681 33.391 34.391 35.141 34.841 34.~ 

Portland General Corp. 23.561 23.711 23.351 22.841 23.541 24.291 23.551 

PSI Holdlnga, Inc. 39.301 39.261 39.701 41.931 41.601 40.311 40.351 

Puget Sound P & L 19.881 19.52% 18.681 17.741 17.72% 17.78S 18.551 

Rochester O.t & Electric 32.711 32.491 33.361 34.531 34.57'l 32.92% 33.431 

s. Indiana Gat & Electric 46.511 46.301 45.921 46.481 46.711 45.631 46.261 

SCANA Corp. 34.631 35.361 35.431 37.271 38.071 38.131 36.481 

SCE Corp. 25.971 27.541 28.601 29.411 30.20l 31.541 28.MX 

Sierra Pacific Resources 28. 111 21.m 26.051 25.331 26.811 24.261 26.301 

Southern C~ 42.941 42.851 43.011 44.521 45.391 44.22% 43.821 

Southweatenn Public Service 57 .lOX 56.661 56.431 57.731 58.331 57.381 57.271 

St. Joseph Light & Power 30.371 30.161 29.m 29.741 27.451 28.161 29.181 

TECO Energy, Inc. 20.391 23.961 25.161 32.371 35.801 35.251 211.821 

Tuas Utilities 30.91S 30.84S 3t.m 3t.91S 32.78S 33.24S 31.8.3l 

TNP Enterprises, Inc. 47.12% 47.391 52.381 54.171 52.751 51.241 50.841 

Tuscon Electric Power 34.441 33.911 34.821 33.461 33.621 33.671 33.991 

Unl on Electric 29.661 30.011 30.281 31.271 31.541 31 . 02% 30.631 

United lll~lnetlng 22.681 24.411 2:5.421 27.071 28.041 27.601 2S .871 

Utilicorp united 22.411 21.411 23.301 23.891 22.671 21.52% 22.531 

Withington Water Power 20.301 19. lOX 19.891 19.711 20.771 22.711 20.411 

Wltconefn Energy 44.451 37.361 37.581 37.611 37.871 37.251 38.691 

Witconsln Public service 38.611 39.291 38.511 37.821 38.751 38.351 38.561 

WPL Holding&, Inc. 42.921 42.391 40.65S 40.361 40.07'l 38.131 40.751 

Average 35.261 35.241 35.311 35.951 36.471 35.761 
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Value Line Electric Utl t ltlet 
RHfdlntfel ~ litH Growth fro. Prior Yeer 

Steti!Mrd 
1988 1987 1986 1985 1984 D.viet ion 

AI t~eny Powr Syst• 4.881 4.391 5.691 ·1.081 5.MI 2. 871 
Allerican Electric PC*Ir 5.321 5.431 1.911 0. 711 ·0.051 2. 571 

Ari zona Public lervlce 5.m 9.901 2.881 

At l antic Energy, Inc. 5.691 7.08l 7.621 ·0.341 4. 011 3. 201 

B•l ti.ore Gal & fleetrlc 7.921 9.271 10.081 2. 711 3.1111 3. 311 

Boston Edlaon 7.591 4.591 5.251 0.241 4. 031 2.661 

Caroline Power & Light 2.501 6.491 9. 471 0.071 2.881 3. 7'01 

Centerlor Energy Corp. 3.921 2.021 3.461 · 1.48X 1.221 2. 141 

Central & South Welt 3.m 1.351 0.131 3.641 5 .931 2. 271 

Central Hudton G & E 7.5D 6.331 5.981 · 0.081 4.831 2. 961 

Central Illinois Public Serv. 5. 031 2.201 4.1Sl · 0.091 · 3.051 3 . 291 

Central Louisiana Electric 2.921 ·0.341 4 .1161 4.201 5.1111 2.39l 

Central Maine PC*Ir 5. 1D 4.391 5.301 0.991 6. 251 2.021 

CILCORP Inc. 6. 721 4.291 4.48X · 3.671 · 2.661 4 . 67'l 

Ci nc innati Gel & Electr ic 6.411 5.411 6.781 ·0.261 1 591 3.14l 

ocs Energy Corp. 6.001 3.941 2.871 0. 751 0.491 2.301 

c-lth Edison co. 7.251 4.741 1.731 2. 761 

c-lth Energy Sys 7.781 8.151 6.981 4.m 5.1101 1.38% 

Del .. rva Power & Light 7.1101 9.461 10.591 0.361 5.291 4.071 

Detroit Edison 5.291 6.121 4.121 · 0.721 ·1.031 3. 391 

D011inion Rnources, Inc. 4.271 5.171 14. 261 5.361 3.061 4.47'l 

DPL Inc. 7.351 3.671 5.251 · 1.1Sl 1.471 3.311 

Duke Power 0.991 6.041 9.1101 · 1.741 1.9n 4. 531 

Duquesne Llgl 2.m 3.651 3.831 · 2.401 0.451 2.661 

Eastern Uti l ities Assoc. 6.331 5.m 4. 131 o.sax 0.67l 2.641 

El Peso Electric Co. 5.591 5.921 3. 241 3.061 2.851 1. 501 

Empire Diatrlct Electric 6.571 5.241 4.911 0.471 5.061 2. 321 

F lor ide Progress Corp. 7.241 5.09l 7.02l 7.261 6.801 0.911 

FPL Gr~, Inc:. 6.191 4 .20S 6.321 11.201 1.341 2.601 

General Public Utilities 6.951 5.651 5.721 · 1.161 3.411 3.211 

Green Mountain Power 4.811 2.08l 2.721 1.1Sl 5.171 1. 741 

Gulf States Utilities 1.881 0.551 ·0.1101 0.261 9 . 1Sl 4.01ll. 

Haw.ii en Electric 3.671 5.541 4.151 2. 121 1.041 1.761 
Houston lrd.lltrlet 3.741 0.501 · 2.361 5. 191 10.311 4 .811 

ldeh~ Power 5.oax ·4.461 · 4.991 1.121 10.531 6.561 

IE Industries Inc. 6.571 1.401 3.5Sl · 2.981 · 4 .1171 4.6111 

Illinois PC*er 4.011 1.02l 6.901 · 1.261 · 2.451 3. &31 

Interstate PC*Ir 6.071 3.241 1.251 0.001 · 2.971 3.401 

Iowa RetOUfces Inc . 7.981 2.521 3.011 · 1. 911 · 7.631 5 .117'l 

Iowa Southern 7.691 3.101 3.201 · 2.091 · 4.1111 4. 911 

I PALCO 6.771 4.341 6.901 0.591 1. 711 2 . 117'l 

Kanaas City PC*Ir & Light 6.621 7.4D 6.851 1.221 · 3.461 4. 741 

Kenaes Gel & Elect ric 5.391 2.061 ·1.451 · 2. 411 0.761 3. 091 

K-.s Power & Light 6.641 3.761 4.321 · 0. 101 · 3.441 3.991 

Kentucky Utilities 5.691 5.m 6.6D · 1. 101 2.651 3. 131 

Louisville Gal & Electric 2.911 5.20S 7.371 0.1101 2.491 3.831 

MDU Resources Gr~, Inc. 8.521 ·4.891 ·4.7'91 · 1. 7'01 0.131 5.491 

Entergy (Middle SOUth) 0.601 ·0.381 2.211 4.2ll 3.911 2. 011 

Midwest Energy Co. 6.911 3.5Sl · 3.251 1.431 ·8.351 5.981 

Minnesota Power & Light 6.311 · 2.221 1.501 1.401 2.0Sl 3.041 

Mont- PC*Ir 4.891 ·1 .941 · 7.261 3 .511 8.901 6.301 
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llewda Power 6.561 13.661 ·1.111 1.891 13.Zll 6.62X 
llw Eng lend E lectrl c Sys 6.88S 6.581 5.351 1.50X 3. 37'l 2.281 
llev York Stete E & G 4.951 2.3U 3.811 o.8n 4.021 1 /,OX 

llfegere Motlewk Power 4.601 3.161 4.m 0.361 4 .27'l 1. 751 
IIIPSCO 3.981 6.451 2.941 ·1.951 ·4.87'l 4.611 
llorthellt Uti ' ltlea 6.651 6.661 5.581 0.421 3.311 2 .67'l 
Northern St1te1 Power 8.561 2.761 2.411 2.051 ·0.451 3.321 
Ohio Edfaon 4.511 3.591 3. 7'51 ·0.661 1.501 2.111 
oranoe & Rocklend Utllltlea I. lSI 7.491 5.431 0.581 3.3!1 3. lOX 
P s Enterprlae Group 6.901 6.551 4.001 0.211 ·0.351 3 .42'1 
P s of COlorldo 3.161 3.18S 0.611 1.941 6. 57'l 2.211 
P S of llev 1t1u ico 3.041 7.021 2.581 3.131 6.221 2.061 
Peclffc G & E 2.aas 4.701 ·0.561 1.631 4.811 2.251 
Peclffcorp 3.m ·0.011 ·4.S4l o.m 4.00% 3.49'1 
Pernayl vente P & L 7.631 4.40l 4.99X ·1.181 3.881 3.211 
Portlend General Corp. 6.681 ·0.341 -4.621 1. 2.IJl 6.151 4.711 
PSI Holdlnp, Inc. 5.311 3.181 5.10X ·3.741 4.231 3.761 
Puget S«UUd P & L 6.941 ·1.181 ·2.891 3.031 5.17'l 4.m 
Rocheeter Gel & Electric 4.161 4.Z3l 2.m 0.651 2.571 1.48l 

S. Jndlene Gal & Electric 2.041 3.211 7.811 1.10X ·0.301 3.10l 
SCANA Corp. 0.861 4.07'l 10.7'91 2.aas 3.49'1 3.761 
SCE Corp. 5.m 5.291 0.99X 1.601 6.50X 2.541 
Sterr• Peclflc Reeource~ 5.621 4 .461 ·0.181 1.:s41 4 .531 2.661 
Southern Ca.penv 1.501 3.671 8.911 3.541 2.90X 2.82% 
Southwestern Public Service 2.30X 0.681 1. 7'51 o.m 9.711 3.77'l 
St. JOitpft Light & Power a.m 2.201 2.021 1.131 ·2.861 4.20l 
TECO Energy, Inc . 5.371 4.381 4.251 8.141 5.311 1. 57'l 
Texas Utllltln 3.57'l 4.521 1.251 7.091 12.551 4. 32'1 
TIIP Enterprla .. , Inc. 4.191 2.521 1.751 3.3U 11.121 3.761 
Tuscon Electric: Power 6.211 9.9G 3.501 8 .241 5.67'l 2.431 

Union Electric: 3.881 3.251 4.961 0.911 -2.391 2.931 
United lll~lrwtlng 5.001 4.761 2.121 o.m 0.311 2.191 
Utilfcorp united 42.621 37.ZSX 9.201 o.m 0.911 20. 37'l 
llalhington W.ter Power 2.211 ·3.741 · 7.941 2.071 6.391 5.631 
Ill aconafn Enersv 5.591 3.04% 2.211 1.311 0.271 2.021 
lliaconaln Public Service 6.111 1.151 2.401 1.711 2.Z31 1.961 
IIPL Holdings, Inc. 6.8Sl 2.801 0.57l 2.381 ·0.40X 2.801 

Avere9e 3.451 
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Value Line Electric Utilities 
c:c-rclal ra.h Sat• Growth fro. Prior Year 

Standll"d 
1988 1987 1986 1985 1984 Deviation 

All~MY Power Syst• 4.951 4.6D 5.651 2.311 5.691 1.38% 
American Electric Power 4.781 4.811 3.221 4.86X 3.1!1 0.901 

Arizona Public Servlc• 3.721 6.381 1.881 
Atlantic Energy, Inc . 5. 7'91 7.961 4.441 6.881 6.541 1.311 
Baltl.ore Gas & Electric 6.641 6.091 6.081 ·3.251 3.101 4.141 
Botton Edl~on 3.761 6.101 6.191 4.661 8.411 1.771 

Carolina Power & Light 4.841 5.801 6.921 4.751 2.47'1 1.641 

Cmterlor Energy Corp. 3.57'1 1.781 4.821 2.731 3.3SI 1.121 

Cmt ral ' South West 3.041 0.561 2.Zft 5.161 6.281 2.28X 
Cmtral Kudlon G & E 7.')51 6.241 0.001 5.991 5.27'1 2.921 
Cmtral Illinois Publ i c Serv. 1.141 -2.m 2.821 0. 101 1.m 2.251 

Cmtral Louisiana Electric 1.70S -1.57'1 5.2.81 3.301 10.411 4.461 

Cmtral Maine Power 7.181 9.611 6781 3.4ZI 6.791 2.211 
CILCORP Inc. 5.251 2.651 4.441 1.401 3.6B 1. 511 
Cincinnati Ga~ & Electr ic 6.961 5.121 5.87'1 6.211 5.031 o.801 

CMS Energy Corp. 6.381 5.721 4.081 3.381 3.07'1 1.461 

COIIIIICirWeel th Edlaon Co. 6.221 3.141 4.1~ :.571 

Coanorweel th Energy Sys 7.411 9.431 7.071 9.351 8.211 1.081 

Del•rva Power & Light 7.811 6.961 9.461 4.491 12.421 2.951 

Detroit Edlaon 5.551 4.961 5.201 4.091 5.m 0.641 
00111lnlon RHourc•, Inc. 6.791 8.571 12.70S 9.001 5.80l 2.651 
OPL Inc. 5.171 4.661 4.07'1 4.Zft 6.601 1.011 
Duke Power 4.671 5.801 8.591 3.811 5.641 1.801 

D~ne Light 3. 181 3.70S 4.121 3.2.81 3.191 0.411 

Eastern Utilities Alaoc. 7 .47'1 6.601 6.m s.a.n 0.911 2.591 
El Peao Electric Co. 6.Z3X 3.871 5.m 4.70S 4.2.61 0.931 

Empire Dlatrlct Electric 7.061 7.941 9.191 6.071 7.091 1. 11X 

florida Progresa Corp. 7.70S 7.951 9.121 12.Zft 10.421 1.901 
fPL GrCK4l, Inc. 6.881 6.141 6.811 7.21'l 5.591 0.671 

General Public Util ities 7.43S 6.431 6.S21 2.881 6 .061 1.731 

Green Mountain Power 7.161 6.161 4.511 2. 191 5.071 1.881 

Gulf StitH Utilities 2.301 ·0.201 ·0.871 4.621 · 11.161 6.0SI 

Hawaiian Elect r ic 6.7'91 6.m 14.261 1.231 7.501 4.651 

lfouston lrdJstrles 3.241 ·2.171 ·0.471 4 .991 9.441 4.59'1 
Idaho Power 5. 171 4.77X ·3.411 9.181 4.041 4.51X 

IE lrdJstrles Inc. 7.091 2.241 4. 191 0.091 0.41'l 2.89'1 

Ill inola Power 2.691 1.451 4.251 0.301 4.741 1.86X 
lnter~tate Power 2.941 2.471 2.961 3.961 3.021 0.541 
I owe Resourc• Inc. 8.221 VMI 7.541 1.9U 1.341 3.231 
I owe Southern 6.Zft t.m 3.141 1.m 1.621 2.061 

I PALCO 4.681 ·2.911 8.681 3.601 8.621 4.751 
Kan.es City Power & Light 6.331 6.151 7.401 4.941 2.31X 1.951 
Kansas Gas & Electric 2.561 1.39'1 1.781 2.711 3.931 D.981 

Kana•~ Power & Light 5.661 4.441 4.821 SS1l 0.961 1.801 
Kentucky Utflftt .. 6.001 6.481 6.551 3.571 7.331 1.431 
Louisville Gal & Electric 4.871 3.86X 4.m 4.621 4.581 0.431 
lllU Resources Grcq», Inc. ·8.1ZI ·14.161 ·3.051 5.on 1.391 7.611 
Entergy (Middle South) 4.271 t.m 2.711 6.841 7.571 2.651 
Midwest Energy CO. 5.141 s.8sx 1.001 3.501 ·2.161 2.89'1 
Minnesota Power & Light 5.311 5.461 4.211 3.39'1 3.351 1.011 

Mo.1tana Power 5.781 4.641 · 2. 181 3.57'1 3.321 3.01X 

- ---------
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Nevada Power 3.281 16.061 3.621 7.061 ·6.291 8.041 
New England Electric Sya 6.291 7.831 6.841 5.631 5.80X O.!Wl 

New York State E & G 6.491 3.971 3.511 2.571 2.961 1.541 
Niagara Mohawk Po.~r 4.331 3.321 4.711 1.131 3. TSI 1.161 
NIPSCO 3.141 3.6o;l 0.361 

Northeast Utllitiet S.32X 6.191 6.1!1 4.071 6.331 1.081 

Northern States Power 6.571 4.191 3.721 4.041 6.591 \.431 
Ohio Edlaon 4.811 3.991 5.sas 3.Z3X 0.101 2.12% 
Orange & Rockland Utilitlea 7.021 5.591 6.171 z.m 5.211 1.8Zl 
P S Enterprile Group 6.9eS 6.111 6.041 6.921 5.941 0.501 
P S of Colorado 11.221 1.sal 0.991 5.041 8.311 4.381 
P S of New Mexico 4.641 9.571 3.631 3.461 6.621 2.561 
Pacific G & E 5.m 6.271 1. 111 2.071 7.091 2.68% 
Peclficorp 3.801 3.71X 0.261 5.511 3.&a 1.92% 
Pennsylvania P & L 6.371 4.161 6.411 3.011 6 .671 1.62% 
Port lend General Corp. 4.131 3.871 2.721 4.041 7.241 1.691 
PSI Holdingl, Inc. 3.151 4.861 6.111 2.311 5.68t. 1.661 
Puget Sound P I l 5.001 5.331 2.011 8. 131 9.451 2.911 
Rocheater Gas & Electric 3.401 4.52% 4.151 3.311 3.22% 0.571 
S. Indiana Gal & Electric 3.171 4.211 9.201 0.501 7.241 3.42% 
SCANA Corp. 4.4.31 5.131 6.981 7.061 6. 14S 1. 151 

see corp. 6.621 7.271 5.421 4.121 9. 401 l.99l 

Sierra Pacific Resource• 7.SOX 6 .941 3.80X 3.951 3.8Zl 1.851 

Southern C~ s .52:; 5.901 7.351 a. 151 6 .68% 1.071 
Southwestern Public Service ·0.041 ·0.411 3.351 3.101 7.521 3.20% 
St. Joaeph Light & Power 5.711 1. 741 4.561 0.301 2.821 2.161 
TECO EneriJY, Inc. a .oa 6.391 5.941 11.6ZX 9 .311 2.391 
Texas Ut Ill ties 3.871 4.061 5.431 6.951 9.551 2.351 
TNP Enterpriaea, Inc. 3.411 · 0.941 1.431 4.501 8.001 3.36% 
Tuscon Electric Power 2.141 4.851 5.991 6.591 7.061 1.961 

Union Electric 4.471 2.961 5.47X 4.531 10.301 :?.811 
United Jllu.ineting 6. 261 6.841 5.801 4.681 4.351 1 .nsx 
Utlllcorp United Z3.691 39.171 6.291 4.171 5.011 15 ... 11 
llechlngton lleter Power 2.511 3.711 0.211 4.271 7.441 2.641 
11 i sconal n Energy 6.041 7.40X 1.291 1.811 5.711 2. 731 
wisconsin Public Service 6.771 5.491 4.171 3.031 4.991 1.401 
IIPL Holdingl, Inc . 6.601 4.761 1.891 3.691 3.241 1. 761 

Aver ega 2.341 
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Value Line Electric Utllltl .. 
lnct.lltrlat rill sal• Growdl f,-. Prior Y .. r 

St..S.rd 
1988 1987 1986 1985 1984 Deviation 

All•eny Power Syst• z.sa 5.651 ·1.151 ·1.211 10.191 5.64~ 

~rlctn Electric POMer 6.7'51 7.241 ·4.441 ·1.351 16.sn 8.231 
Arizona Public Service 13.841 3.991 6.961 
Atlantic Energy, Inc. 1.1SI 8.261 1.491 0.671 ·2.371 3.90X 
Baltl.ore Gal & Electric 4.701 4.011 6.671 4.22S 7.1'51 1.501 
Bolten Edfaon ·0.761 o.m 0.171 ·2.461 7.541 3.801 

carol fne Power & Light 3.931 3.811 1.111 0.951 4.001 1.ZSI 
Center I or EntiVY Corp. 6.74~ 5.051 ·0.011 ·0.271 7.521 3.711 
Central & SoUth West 2.191 ·5.511 ·1.111 0.031 6.911 s.m 
Central Kudaon G & E 1.80S 2.191 12.951 11 . 76S 6.691 5.161 
Central lllfnofa Public serv. 3.521 2.1tl ·1.ZSI ·0.6111 0.031 2.091 
Central Loulaf.ne Electr ic z.m o.m 6.4ft 3.~1 9.411 3.401 
Central Maine Powr 3.011 3.461 1.701 2.041 9.161 3.031 
CILCXlRP Inc. 9.121 5.111 z.m ·5.121 20.6111 9.511 
Cincinnati Gal & Electric 1.521 5.841 1.211 ·0.981 5.061 2.841 
ocs Energy Corp. 4.121 1.461 · 0. 1D 1.171 a.m 3.321 
ec-n..eal th Edl aon Co. 4.lSI 2.661 1.121 1.6ZS 

c~-l th Enargy Sya ·9.341 3.521 ·7.m ·3.541 3.461 S.97'l 
Del•rv• Powr & Light 4.521 ·5.191 5.6111 , .40'l ·1.191 4.401 
Detroit Edfaon 4.691 5.711 1.171 1.171 7.661 2.191 
D~fnlcn Resources, Inc. z.m 2.901 9.111 2.651 2.111 3.001 
DPL Inc. 5.911 2.~1 1.451 5.151 9. 7'81 3.211 
Duke Power o.m 7.591 6.501 0.071 4.17'l 3.331 
Duquesne L lght 13.161 6.711 .zz.m ·15.091 11.601 16.191 
Eastern Utflltf .. Aa6oc. 0.701 0.~1 2.641 ·2.691 5.6111 3.(1'51 
El Paso Electric Co. 9.921 ·3.501 ·5.601 ·5.~1 9.451 a . ,11 
E~ire Dlatrlct Electric 3.951 6.111 ·16.111 1.541 4.011 9 .081 

Florida Prog,..... Corp. 9.911 7.241 ·1.16S 5.921 10.661 4.1'91 
FPL Group, Inc. 4.291 ·0.951 2.961 4.801 4.601 2.401 
General Public Utllftlea 5.441 2.401 1.m ·0.541 10.951 4.501 
Green Mtu\tatn Power 6.671 7.141 7.981 4.441 4.961 1.491 
Gulf Stet .. Utllltl .. 2.201 ·2.151 -1o.m ·14.661 11 .691 10.431 

H-1 fan Electric 5.901 1.211 2.911 -o.m 1.251 2.521 
HoUlton I nct.lltri .. 3.171 4.761 ·4.471 ·10.671 6.041 7.201 
Idaho Power 1.301 6.171 ·3.961 ·4.481 4. 191 4.98l 

IE I..O.trt .. Inc. 6.401 3.1D 3.151 2.ZOI 5.891 , .87'1 

llll not a Power 1.261 ·0.251 s.sa ·0.501 7.751 3.761 
lnteratate Powr 11.171 2.031 3.071 · 3.501 5.911 5.591 
1 owe aeaoureea Inc. 8.951 5.aos 2.111 ·1 .561 5.261 ].97'1 
I owe Southern 5.551 13.171 7.811 15.111 2.751 5.321 
I PALCO 5.211 4.491 2.011 o.aos 4.441 1.aal 

Kansaa City Power & Light ·3.761 2.211 0.761 ·1.011 11.37'1 5.741 
KMwu GIS & Electric 2.761 7.191 ·0.851 ·2.041 12.021 s.an 
, .... Power & Light 3.16S •0.271 ·1.67'l 4.221 11131 4.99S 

Kent~lcy Utltltlea 11.32S 4.591 1.201 o.m 9.cm 4.751 
Loulavflle Gaa & Electric 3.6111 0.601 0.001 ·1 .571 5.m 2.971 
lllU Resources GI"Cq), 1 nc. 11.221 4.15S ·0.!51 0.351 5.871 5.441 
Entergy UUddle South) 3.24S 5.~1 -a.m ·5.711 6.691 6.90X 
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Mldwett Energy Co. 11!.641 15.901 2.651 ·9.011 3.011 11.211 
Minnesota Power & Light 24.111 22. 131 · 11.951 ·1!.591 2S .22l 18. 741 
Montana Power 4.121 11.371 9.1101 ·2.221 0.731 5.80l 
Nevada Power 4.511 1!.051 9.7'91 4.371 14.341 4.141 
New England Electric Sya 4. 111 2.77'X 2.941 0.661 8.681 2.98X 
•ew York State E & G 4.671 4. 101 3. 131 ·0.741 5.241 2.381 
lliaga~re Moh.W POMer 7.541 1.121 ·0.781 · 2.751 3.081 3.941 
IIIPSCO 11.061 7.371 2.611 
llorth ... t Utilities 1.581 1.021 2.041 ·1.641 6.501 2.941 
Northern Stetet Power 5.571 6.481 6.031 2.601 7.051 1. 731 
Otlio Editon a.aax 6.261 -2.491 · 4.481 9.24% 6.501 
Or~ & Rockland Utilities 6.451 6.901 1!.491 2.m 3.681 2.501 
P s Enterpriae Group 0.581 · 0.141 · 1.531 ·1 .461 1.561 1.331 
P S of Colorado ·9.311 5.761 9 .0Zl 2.301 17.13l 9. 7'01 

P S of New Mexico 14.211 ·6.411 6.m 3.541 2.701 7.451 
Pacific G & E ·0.741 0.56X ·6.281 5.7'91 7.491 5. 491 
Pecl flcorp 1!.341 1!.07l 1.621 3.07l 4.611 2.991 
Pennaylvenle P & L 4.21!1 5.661 1.001 ·2.591 6.481 3. 741 
Portland General Corp. 4.661 3.591 1.391 · 1.471 2.301 2. 351 
PSI Holdings, Inc. 4.551 2.021 ·3.711 0.171 10.611 5.341 
Puget Sound P & l 1!.621 6 .541 5.341 4.981 6 .211 1.42l 
Rocheater O.a & Electric 4.88X 0.341 ·2.091 1.741 10.751 4.951 
s. lndlene Gaa & Electr ic 3.411 5.271 6.031 ·0. 131 7.491 2.931 
SCAliA Corp. · 0.761 4.211 0.711 1.251 4.381 2.261 
SCE Corp. ·1.98X 0.891 ·0.761 ·0.951 \.37l 1.J8X 

Sierra Pacific Reaourcea 11 .471 12.401 5.661 ·4.1!91 19. 12l 9.001 
Southern COIIf*1Y 3.711 3.98X 1.761 1.921 9.651 3.211 
Southwestern Public service 2.911 1.031 · 2.721 ·0.401 12.MX 6.0:31 
St. Joteph Light & Power 8.521 6.671 0.611 12.711 ·3.961 6.601 
TECO Energy, Inc:. · 13.431 • 1 .371 ·26.261 ·5.901 9.S81 13.411 

Tex .. Utllltlet 4.051 1.941 0.431 2.841 8.esx 3.211 
TIIP Enterprlaes, Inc . 2.77'X ·17. 261 ·5.411 9.931 16.661 13.251 
Tuscon Electric Power 7.151 3.711 10.951 6.831 5.991 2.62l 
Union Electric 2.431 1.781 0.441 1.391 6.021 2.141 
United II haiNting ·4.051 o.m ·4.201 ·2. 13l 4.62l 3.68% 
Utillcorp united 43.221 23.781 4.571 8.961 9.611 15.831 

washington Water Power 10.421 ·5. 711 ·3.1101 ·3.661 ·4.741 6.711 

Wi sconsin Energy 41.961 4.071 1.671 0.411 5.511 17.581 

Wisconsin Plbl fc Service 3.471 6.661 6.291 ·1.591 5.301 3.381 
IJPL Holdinga, Inc. 9.101 11.211 2.261 4.151 9.461 3.821 

Average 5. 161 



' , 
UYCIIG.XLS 

lt.Oillty of lealdlntlel, c:c-rctel, end lncllltrlel 
In eaeretetl for U. S. Electric Utllltt .. 

1986 1985 1984 

K\111 SALES, IY CLASS Of UIVJ(:((MilliCN of 
Rnldlntlel 822,42.1 
C~rclel 632,811 
lncllltrlel 811,5D 

ANNUAL P£RCEIIT CIWtGf: 
Rnldentlll 3.53S 
ca..erclel 3.21S 
lnduetrlel ·0.501 

~.404 
613,155 
821,661 

1.161 
5.101 

· 1.111 

780,679 
51S,422 
115,919 

4.051 
6.931 
6.171 

1983 

ICwh): 
750,293 
545,601 
782,984 

2.401 
5.541 
1.631 

Source of KWH aeln:1989 Moodv'• ...,..,, P• 123 

1982 

732,678 
516,959 
170,)98 

0.301 
·0.911 
-6.011 

,... 1 

1981 

730,479 
521,698 
819,641 

-0.541 
·0.461 
3.251 

1980 

7'34,411 
524,1Z2 
193,812 

5.521 
5.941 

·2.911 

Sal .. 

1979 

695,996 
494,ru 
811,617 

Stand. O~v. 
2. Hl 
3.151 
4.221 
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CERTIPICATE OP SERVICE 
Docket No. 8913,5-!I 

I HEREBY CERTIFY that a true copy of the foregoing has been 

furnished bv u.s. Mail*, hand-delivery**, or by facsimile*** to 

the following parties on this 27th day of April, 1990. 

*G. EDISON HOLLAND, JR., ESQ. 
JEFFREY A. STONE, ESQ. 
Beggs ' Lane 
P.O. Box 12950 
Pensacola, FL 32576 

~ 
*MR. JACK HASKINS 
Gulf Power Company 
Corporate Headquarters 
500 Bayfront Parkway 
Pensacola, FL 32501 

*MAJOR GARY A. ENDERS, ESQ. 
HQ USAP'/ULT 
Stop 21 
Tyndall AFB, FL 32,03-6081 

JOHN DELPEZZO 
Air Products ' Chemicals 
Pos t Office Box 538 
Allentown, PA 18105 

**SUZANNE BROWNLESS, ESQ. 
Division of Legal Services 
Florida Public Service Commission 
101 E. Gaines Street 
Tallahassee, FL 32399-0872 

*JOSEPH A. MCGLOTHLIN, ESQ. 
Lawson, McWhirter, Grandoff 

' Reeves 
522 E. Park Ave., Suite 200 
Tallahassee, FL 32301 

C .J. GREIMEL 
American Cyanamid Company 
One Cyanamid Plaza 
Wayne, NJ 07470 

TOM KISLA 
Stone Container Corporation 
2150 Parklade Drive, Suite 400 
Atlanta, GA 30345 
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