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TESTIMONY OF SUSAN P. VOORHEES 

1 Q. Please state your name and business address. 

2 A. My name i s Susan P. Voorhees. My business address i s 270 

3 Park Avenue, New York, New York 10017. 

4 Q. By whom are you employed and i n what capacity? 

5 A. I am a Managing Director i n the Global Asset-Backed 

6 Securities Group at Chase Securities Inc. ("Chase") . 

7 Q. Please r e l a t e your professional experience. 

8 A. Since j o i n i n g Chase i n June 1990, I have developed extensive 

9 experience i n the s e c u r i t i z a t i o n of a wide range of asset 

10 types i n both the private placement and public markets, 

11 working with issuers i n the United States, Europe and Latin 

12 America. I am currently the lead investment banker from 

13 Chase's Asset-Backed Securities Group assigned t o a team 

14 t h a t i s engaged i n the s e c u r i t i z a t i o n of the regulatory 

15 assets of e l e c t r i c u t i l i t i e s . I was the lead banker from 

16 Chase involved i n the s e c u r i t i z a t i o n of conservation assets 

17 f o r Puget Sound Power & Light Company, which Chase co-lead 

18 managed the o f f e r i n g with Salomon Brothers Inc. I am also 

19 responsible f o r Chase's p a r t i c i p a t i o n i n the pending 

20 s e c u r i t i z a t i o n of stranded assets f o r Cali f o r n i a u t i l i t i e s . 

21 Prior t o j o i n i n g Chase, I practiced law, specializing i n 

22 r e a l estate transactions and land use. 

23 Q. Please state your educational background and professional 

24 associations. 

25 A. I have a B.A. from Hamilton College, a J.D. from Washington 

26 & Lee University and an M.B.A. from Rutgers University. 

27 Q. Have you t e s t i f i e d previously before t h i s Commission or 

28 other u t i l i t y regulatory agencies? 



1 A. No. 

2 Q. What i s the purpose of your testimony i n t h i s proceeding? 

3 A. I have been asked by Enron Energy Services Power, Inc. 

4 ("Enron") t o assess the r e c e p t i v i t y of the c a p i t a l markets 

5 and the r a t i n g agencies t o the financing proposal i n the 

6 Choice Plan which has been f i l e d by Enron. I w i l l f i r s t 

7 discuss the current market f o r asset-backed securities 

8 ("ABS"). I w i l l then describe the Choice Plan's financing 

9 proposal. F i n a l l y , I w i l l discuss the marketability of the 

10 financing proposal i n the Choice Plan. We are confident 

11 t h a t , given the necessary regulatory approvals, the 

12 inclusion of mechanisms necessary to obtain very high c r e d i t 

13 ratings and favorable tax treatment and the absence of a 

14 s i g n i f i c a n t deterioration of the conditions i n the bond 

15 market, we w i l l be able to market the f u l l $5,461 b i l l i o n of 

16 Pass-Through C e r t i f i c a t e s w i t h i n several months of PECO 

17 Energy receiving a q u a l i f i e d rate order ("QRO"). 

18 Q. Please describe the present size of the public asset-backed 

19 market i n terms of the amount outstanding and i t s 

20 composition by asset categories. 

21 A. The market f o r publicly-issued asset-backed securities has 

22 grown t o approximately $797 b i l l i o n with $443.7 b i l l i o n 

23 t o t a l outstanding through September, 1997. Credit card 

24 receivables, together with auto and home equity loans, 

25 continue t o comprise the bulk of the ABS market, 

26 c o n s t i t u t i n g over 75% of t o t a l outstanding ABS (see Figure 
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1 ) . C r e d i t cards, auto loans and home e q u i t y loans comprise 

41.3%, 16.1% and 17.7%, r e s p e c t i v e l y , of the market. 

Figure 1. Asset Composition of ABS Market as o f 
September 30, 1997 (SEC Registered) 

$ Amount % of 
Asset Type ( B i l l i o n s ) Total 
C r e d i t Cards $ 183.2 41.3% 
Auto loans 71.6 16.1 
Home e q u i t y loans 78.5 17.7 
Manufactured housing 25.7 5.8 
Other 84.6 19.1 
Total $ 443.7 100.0% 

Source: Bloomberg Services 

Please describe the size of the ABS market i n terms of 

annual issuance. 

Year t o date 1997 issuance i s $136 b i l l i o n , a t e n percent 

increase over the f i r s t 9 months of 1996. (see Figure 2) 

Chase expects t o t a l issuance f o r 1997 t o be between $165 

b i l l i o n and $170 b i l l i o n . 

Figure 2. Asset Composition of ABS Issuance f o r the 9 Month 
Period ended September 30, 1997 (SEC Registered) 

$ Amount %of 
Asset Type ( B i l l i o n s ) T o t a l 
C r e d i t Cards $ 33.0 24.3% 
Auto loans 28.0 20.6 
Home e q u i t y loans 36.0 2 6.5 
Manufactured housing 7.0 5.1 
Other 32.0 23.5 
Total $ 136.0 100.0% 

Source: Bloomberg Services and Chase S e c u r i t i e s I n c . Asset-
Backed Research 
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Q. The proposed transaction c a l l s f o r a $5,461 b i l l i o n 

s e c u rities issuance. Are such transactions unusual? 

A. No. M u l t i - b i l l i o n d o l l a r issues are frequently executed i n 

the ABS market. For example, securitizations of commercial 

loan obligations ("CLOs") have been as large as $5 b i l l i o n . 

(See Figure 3) 

Figure 3. Selected Asset-Backed Offerings in 1997 
(144A and SEC Registered) 

Offer $Amount 
Date Issuer Asset Class (BBs) 
10/9 Rose* CLOs US$ 3.09 

(Repeat O f f e r i n g See's Funding) 2 Ltd STG 1.45 

9/26 Platinum Commercial Loan MT 97-A* CLOs US$ 2.67 
10/15 T r i a n g l e Funding L t d . 97-1* CLOs US$ 4.51 

DMK 0.60 
9/11 Nation's Bank CLO 97-2* CLOs US$ 4.23 
9/04 S a l l i e Mae Student Loan 97-3 Student Loans 2.58 
6/11 S a l l i e Mae Student Loan 97-2 Student Loans 2.50 
3/12 S a l l i e Mae Student Loan 97-1 Student Loans 2.05 
10/24 Ford C r e d i t Auto Owner Trust 97-A Auto Loans 1.70 
8/13 Chase Manhattan C r e d i t Card 97-2 Cr e d i t Cards 1.59 
9/18 ContiMortgage HEL 97-4 Home Equity 1.53 
8/12 F i r s t USA CC Master Trust 97-6 Cr e d i t Cards 1.42 
4/08 GMAC 1997-A Grantor Trust Auto Loans 1.41 
3/04 Chrysler Premier Auto Trust 97-1 Auto Loans 1.25 
2/19 Chase Manhattan CC Trust 97-1 Cre d i t Cards 1.25 
3/12 Chase Manhattan Auto 97-A Auto Loans 1.14 
9/11 Toyota Auto Lease Trust 97-A Auto Loans 1.13 
7/31 Ci t i b a n k C r e d i t Card Trust I 97-6 Cr e d i t Cards 1.06 
9/04 Green Tree Mnfird Hous Trust 97-6 Mnfrd Housing 1.05 
6/20 PNC Student Loan Trust I 97-2 Student Loans 1.03 
7/28 Honda Auto Receivables 97-A Auto Loans 1.01 
10/21 F i r s t Chicago MT I I 97-T&U Cr e d i t Cards 1. 00 

* 144A Offerings 

Source: Securities Data Company and Bloomberg Services 
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1 Q. How do investors analyze asset-backed securities? 

2 A. ABS c r e d i t analysis focuses on the projected performance of 

3 the receivables through a "worst-case" scenario. This 

4 includes the assumption of, among other factors, a 

5 recessionary economy, bankruptcy of the or i g i n a t o r and 

6 s i g n i f i c a n t declines i n c o l l a t e r a l value. The assurance of 

7 timely payment of p r i n c i p a l and i n t e r e s t t o investors, even 

8 i n t h i s "stress" scenario, i s necessary t o achieve high 

9 ratings f o r ABS. Most issues are structured to achieve AAA 

10 or AA ratings f o r senior classes, and lower investment grade 

11 ratings f o r subordinate classes. As a r e s u l t , the senior 

12 class ABS provide assurance of payment t o investors even 

13 under circumstances where the cash flow from the underlying 

14 asset pool i s lower than what would otherwise be 

15 anticipated, f o r example, covering loan default increases of 

16 3-5 times the h i s t o r i c a l rate. As a r e s u l t , we have seen 

17 great s t a b i l i t y i n the ABS market, and downgrades f o r asset 

18 performance have been v i r t u a l l y nonexistent. The corporate 

19 market has much more v o l a t i l i t y i n ratings as the analysis 

20 uses more of an expected case scenario. 

21 Q. Please describe the structure of the financing proposal i n 

22 the Choice Plan. 

23 A. As described i n the testimony of Andrew S. Fastow, PECO 

24 would s e l l the intangible t r a n s i t i o n property ("ITP") and 

25 related intangible t r a n s i t i o n charges ("ITC") t o a 

26 bankruptcy-remote special purpose e n t i t y ("SPE") established 

27 f o r the transaction f o r $5,461 b i l l i o n pursuant t o a QRO. 
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1 The SPE would finance i t s acquisition of the ITP and related 

2 ITC by issuing $5,461 b i l l i o n of t r a n s i t i o n bonds 

3 ("Transition Bonds") . 

4 Q. Under the Choice Plan, who w i l l purchase the $5,461 b i l l i o n 

5 of Transition Bonds? 

6 A. The ent i r e $5,461 b i l l i o n of Transition Bonds w i l l be 

7 deposited i n a special purpose e n t i t y known as a grantor 

8 t r u s t . The grantor t r u s t w i l l issue two classes of t r u s t 

9 c e r t i f i c a t e s ("Pass-Through C e r t i f i c a t e s " ) . The Class A 

10 Pass-Through C e r t i f i c a t e s w i l l be issued t o investors and 

11 w i l l be backed by the p r i n c i p a l and a portion of the 

12 i n t e r e s t payments the grantor t r u s t w i l l receive as a r e s u l t 

13 of i t s purchase of the $5,461 b i l l i o n of Transition Bonds. 

14 Enron (or i t s designee) w i l l be issued Class B Pass-Through 

15 C e r t i f i c a t e s backed only by the portion of the in t e r e s t 

16 payments not allocable to the Class A C e r t i f i c a t e s . 

17 Q. Please describe the flow of ITC charges under the Choice 

18 Plan. 

19 A. After issuing the Pass-Through C e r t i f i c a t e s , the ongoing 

20 cash flows of the structure involve: (1) the b i l l i n g of ITC 

21 charges by PECO (acting as "servicer" on behalf of the SPE) 

22 (2) the c o l l e c t i o n of the ITC charges from customers by PECO 

23 and other e l e c t r i c generation suppliers ("EGSs") (3) the 

24 payment of ITC charges (whether or not collected) by PECO 

25 and the EGSs to the SPE, (4) the payment by the SPE of 

26 p r i n c i p a l and int e r e s t t o the grantor t r u s t as the holder of 

27 the Transition Bonds, and (5) the payment by the grantor 
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t r u s t of p r i n c i p a l and in t e r e s t t o holders of the Pass-

Through C e r t i f i c a t e s . This payment stream i s i l l u s t r a t e d 

below: 

Figure 4: Ongoing Cash Flow After the Sale of the Trust 

Certificates 
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Q. Are you f a m i l i a r with the Application of PECO Energy Company 

for Issuance of a Qualified Rate Order Under Sections 2808 

and 2812 of the Public U t i l i t y Code ("PECO Application") 

f i l e d with the Pennsylvania Public U t i l i t y Commission and 

the proposed P a r t i a l Settlement Agreement? 

A. Yes. 

Q. Based on your knowledge of the PECO Application, the P a r t i a l 

Settlement Agreement and the Choice Plan, please describe 

the major s i m i l a r i t i e s between the two financing proposals. 

A. The structure of the two proposals and the procedures 

necessary f o r the issuance of bonds under the two proposals 

are quite similar. Under both plans, PECO would make an 

application f o r a QRO to issue t r a n s i t i o n bonds backed by 

ITC payments. In both cases, PECO would include the 

mechanisms necessary to obtain very high c r e d i t ratings and 
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1 favorable tax treatment. Both proposals also provide 

2 protection t o the ratepayers from load decline i n PECO's 

3 service t e r r i t o r y . 

4 Q. What are the major differences? 

5 A. The major s t r u c t u r a l difference i s the use of the grantor 

6 t r u s t t o issue the Pass-Through C e r t i f i c a t e s backed by the 

7 Transition Bonds to investors. 

8 Q. Are you f a m i l i a r with the ITC S h o r t f a l l Agreement included 

9 i n the financing proposal i n the Choice Plan? 

10 A. Yes. The Choice Plan w i l l require a highly creditworthy 

11 party t o enter i n t o an agreement known as the ITC S h o r t f a l l 

12 Agreement with PECO, to v i r t u a l l y eliminate the r i s k t o 

13 ratepayers of increased payments due to load decline. 

14 Q. I s i t your opinion that Enron w i l l be able t o obtain a 

15 highly creditworthy guarantor t o enter i n t o the proposed ITC 

16 S h o r t f a l l Agreement? 

17 A. Yes. There are numerous highly creditworthy i n s t i t u t i o n s 

18 who regularly engage i n the provision of guaranties i n 

19 connection with structured financings. 

20 Q. I s the Choice Plan's proposal t o have the SPE issue bonds t o 

21 a grantor t r u s t that w i l l i n turn issue two classes of Pass-

22 Through C e r t i f i c a t e s a novel or d i f f i c u l t structure f o r a 

23 s e c u r i t i z a t i o n financing? 

24 A. No. Multiple classes of c e r t i f i c a t e s and/or notes are 

25 frequently issued out of grantor t r u s t s and other legal 

26 e n t i t i e s issuing ABS. These transactions involve a wide 

27 v a r i e t y of assets, including U.S. Treasury s e c u r i t i e s , 
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1 corporate bonds and real estate mortgages as well as ABS. 

2 Aggregate transaction amounts are well i n t o the b i l l i o n s of 

3 do l l a r s . 

4 Q. How do you believe the r a t i n g agencies would t r e a t the 

5 financing proposal i n the Choice Plan? 

6 A. Because the Transition Bonds and the Pass-Through 

7 Ce r t i f i c a t e s t o be issued pursuant t o the Choice Plan w i l l 

8 contain a l l of the characteristics required by the r a t i n g 

9 agencies f o r t h i s asset class, we expect a favorable 

10 reception by the r a t i n g agencies for the Choice Plan. 

11 Q. How w i l l these securities be received by the c a p i t a l 

12 markets? 

13 A. Transition bonds have been well-studied by the investment 

14 community and t h e i r introduction t o the market i s highly 

15 anticipated. Transition bonds have a number of features 

16 that make them a t t r a c t i v e , including the l e g i s l a t i v e mandate 

17 t o issue these secu r i t i e s , the strong and predictable cash 

18 flows of public u t i l i t i e s and the true-up feature. Among 

19 t r a d i t i o n a l asset-backed investors, t r a n s i t i o n bonds 

20 represent an opportunity to d i v e r s i f y t h e i r p o r t f o l i o . 

21 Chase also expects that these securities w i l l be purchased 

22 by investors i n more t r a d i t i o n a l corporate debt instruments, 

23 such as bonds issued by u t i l i t i e s . Accordingly, we expect a 

24 favorable reception by the investor community. 

25 Q. Are you f a m i l i a r with the lawsuit f i l e d by the U t i l i t y 

26 Workers Union of America, AFL-CIO System Local No. 102 and 

27 others against the Commission and i t s Chairman challenging 
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1 the c o n s t i t u t i o n a l i t y under the Constitution of the 

2 Commonwealth of Pennsylvania of the E l e c t r i c i t y Generation 

3 Customer Choice and Competition Act (the "Competition Act")? 

4 A. Yes. 

5 Q. I s i t your b e l i e f that t h i s lawsuit i s l i k e l y t o adversely 

6 a f f e c t the marketing, or constitute a legal impediment t o 

7 the issuance, of the Pass-Through Certificates? 

8 A. An adverse determination i n t h i s lawsuit would impair the 

9 marketing and issuance of the Pass-Through C e r t i f i c a t e s . 

10 However, we have been informed by counsel that t h i s lawsuit 

11 i s without merit. 

12 Q. Are you f a m i l i a r with the lawsuit f i l e d by the Indianapolis 

13 Power & Light Company against the Commission challenging the 

14 c o n s t i t u t i o n a l i t y under the commerce clause of the U.S. 

15 Constitution of the Competition Act? 

16 A. Yes. 

17 Q. I s i t your b e l i e f that t h i s lawsuit i s l i k e l y t o adversely 

18 a f f e c t the marketing, or constitute a legal impediment to 

19 the issuance, of the Pass-Through Certificates.? 

20 A. An adverse determination i n t h i s lawsuit would impair the 

21 marketing and issuance of the Pass-Through C e r t i f i c a t e s . 

22 However, we have been informed by counsel that t h i s lawsuit 

23 i s without merit. 

24 Q. Does t h i s conclude your testimony? 

25 A. Yes, at t h i s time. I must say, however, that t h i s testimony 

26 i s based my knowledge of these matters as of today. Given 

27 the constant movement regarding s e c u r i t i z a t i o n i n p a r t i c u l a r 
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1 and electric industry restructuring in general, I must 

2 reserve my right to update or supplement this Testimony to 

3 properly inform the Commission and to reflect additional 

4 information as i t becomes available. 
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1 Q. PLEASE STATE YOUR NAME AND BUSINESS AFFILIATION. 

2 A. My name is Susan P. Voorhees. I am a Managing Director in the Global Asset-Backed 

3 Securities Group at Chase Securities Inc. 

4 

5 Q. HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN THIS 

6 PROCEEDING? 

7 A. Yes, I submitted Enron Statement Number 9. 

8 

9 Q. HAVE YOU HAD THE OPPORTUNITY TO REVIEW PECO'S TESTIMONY 

10 ON THE FINANCING PROPOSAL IN THE CHOICE PLAN? 

11 A. Yes. 

12 

13 Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY? 

14 A. To address certain portions of the testimony of Mr. Mitchell relating to the financing 

15 proposal in the Choice Plan. 

16 

17 Q. PLEASE COMMENT ON MR. MITCHELL'S STATEMENT ON ESTIMATED 

18 COSTS ON PAGE 11 IN HIS RESPONSE TESTIMONY. 

19 A. Mr. Mitchell estimates that there will be $32 million in issuance expenses. Under the 

20 Choice Plan, PECO should not be responsible for any underwriting fees in connection 

21 with issuance of the Transition Bonds. Accordingly, the fees incurred by them should 

22 be much lower because Enron will purchase the Transition Bonds, and any 

23 underwriting fees incurred in connection with the marketing of the Pass-Through 

24 Certificates would be for Enron's account. In addition, Mr. Mitchell estimates use of 



1 proceeds costs of $504 million. Since Mr. Mitchell does not discuss the use of 

2 proceeds, it is not possible to evaluate the accuracy or reasonableness of this estimate. 

3 

4 Q. CAN YOU COMMENT ON MR. MITCHELL'S TESTIMONY REGARDING 

5 ISSUANCE OF THE TRANSITION BONDS WHILE LITIGATION IS 

6 PENDING. 

7 A. Enron has agreed to have the Grantor Trust purchase the Transition Bonds assuming 

8 that the Transition Bonds are granted a AAA rating (or its equivalent) or the highest 

9 possible rating for their asset type (the "Required Rating"). 

10 It is impossible to predict what consequences, if any, the pendency of the 

11 litigation might have on issuance of the Pass-Through Certificates. At this time, the 

12 litigation is viewed as lacking merit. The pendency of litigation, its status and the 

13 possible effects of the litigation would be disclosed by the underwriter in the offering 

14 materials relating to the securities. It is anticipated that absent an adverse non-final 

15 determination the Pass-Through Certificates would be issued and marketed in 

16 accordance with the terms of the Choice Plan. Assuming the Transition Bonds receive 

17 the Required Rating and contain other provisions required by the market to address the 

18 effect of potential legal challenges, as is being clarified in pending transactions by 

19 California utilities, Chase believes it will be able to market the Pass-Through 

20 Certificates as contemplated by the Choice Plan. 

21 
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Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY? 

A. Yes. 
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1 Q. Please state your name and business address. 

2 A. Christopher P. Kinney, 270 Park Avenue, New York, New York 10017. 

3 

4 Q. Could you state your professional qualifications? 

5 A I am employed by Chase Securities Inc. where I am a Managing Director in the Global 

6 Power and Environmental Group. I have 16 years experience in commercial and 

7 investment banking. In my current capacity, I am focused on the "Power" sector, which is 

8 largely comprised of electric utility companies. I routinely perform financial analysis on 

9 electric utility companies in conjunction with advisory and financing assignments. I am the 

10 lead investment banker from Chase's Global Power and Environmental Group assigned to 

11 a team that is engaged in the securitization of regulatory assets of electric utilities. I am a 

12 Chartered Financial Analyst and a member of the New York Society of Security Analysts. 

13 

14 Q. What is purpose of your testimony? 

15 A. To respond to Barry Mitchell's testimony regarding the impact of the Choice Plan on the 

16 PECO's financial integrity, and specifically, the projected bond rating based on Table 

17 JBM-1. 

18 

19 Q. Have you been able to replicate and evaluate Mr Mitchell's analysis? 

20 A. Not in a manner that would be consistent with standard practices in financial analysis. 

21 

22 Q. Please explain. 

23 A. I do not have sufficient information to completely evaluate Mr. Mitchell's analysis. There 

-1-



1 are four broad categories of assumptions that need to made and then tested for 

2 reasonableness. 

3 1) The assumptions regarding the projected operating results of the Company in the partially 

4 deregulated environment envisioned by the Choice Plan; 

5 2) The assumptions regarding the effect of the accounting entries, the Transition Bond 

6 financing and the use of proceeds on the financial statements of the Company; 

7 3) The assumptions regarding the calculation ofthe S&P benchmark ratios in Table JBM-1; 

8 and 

9 4) The assumptions regarding the application of the benchmark ratios in the final 

10 determination of a bond rating. 

11 Mr. Mitchell has not supplied the necessary information regarding the assumptions 

12 he has made in each of these categories. Without this information, we cannot completely 

13 evaluate his assertions. 

14 

15 Q. Can you please provide some examples of how the assumptions in these categories 

16 will affect the conclusions? 

17 A. I will provide two: For category 3 above, the ratio calculations require judgment of the 

18 analyst regarding the potential impact of the calculation inputs on the rating. For example, 

19 the calculation ofthe Debt to Total Capital ratio could be significantly influenced by the 

20 treatment of the approximately $2 billion write-off of regulatory assets that PECO has 

21 agreed to in the Partial Settlement, and that presumably would be required in the Choice 

22 Plan. It could be argued that S&P will largely ignore this write-off in its ratings analysis 

23 due to the fact that the write-off will be a non-cash charge to earnings and does not affect 
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1 revenue since the regulatory assets being written off primarily are deferred taxes that are 

2 not currently being recovered in rates. This argument is further supported by the fact that 

3 S&P has not changed the current bond rating (BBB+) or the outlook (positive) since the 

4 public announcement of the $2 billion write-off. I have attached an example ofthe 

5 calculation of this ratio with and without the inclusion of the write-off in Exhibit I. 

6 

7 Q. What is your second example?" 

8 A. For category 4 above, S&P's bond rating methodology incorporates both quantitative and 

9 qualitative analysis. This is detailed in S&P's publication. "Rating Methodology for 

10 Global Power Companies" dated October, 1997 (attached as Exhibit n to this testimony) 

11 in which the author says, "The two components are inextricable." Therefore, to base a 

12 conclusion of a bond rating on simply the quantitative analysis can be misleading. 

13 Furthermore, to my knowledge, S&P abandoned the purely ratio-based quantitative 

14 approach to bond ratings in 1994, and has not since that time published any definitive 

15 ratios for bond rating purposes. Given the sweeping changes in the electric utility 

16 industry, and in particular electric utilities located in the Commonwealth of Pennsylvania 

17 that are preparing for transition to a partially deregulated environment, I do not believe it 

18 would be appropriate to base rating projections on the abandoned 1994 approach. 

19 

20 Q. Given the lack of sufficient information to evaluate Mr. MitchelPs assertions, have 

21 you attempted to analyze the effects ofthe Choice Plan on PECO's Fmancial 

22 integrity? 

23 A. Yes. I have performed the analysis and the ratio calculations, filling in the missing 
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1 assumptions as required in a manner I believe to be reasonable. 

2 

3 Q. What is the result of your analysis? 

4 A. I summarize in Table CPK-1, contained in Exhibit II, the same ratio results presented in 

5 Table JBM-1. 

6 

7 Q. What is your conclusion? 

8 A_ The conclusion is that the results of this analysis vary considerably from Mr. MitchelPs. 

9 These results show that while the Choice Plan has an impact on PECO, the results are not 

10 "catastrophic." In fact, the results show that PECO would retain its investment grade 

11 status and otherwise are consistent with a partial recovery of stranded costs by an electric 

12 utility and a movement to a competitive environment for the generation portion ofits 

13 business. 

14 

15 Q. Please explain. 

16 A. It would be reasonable to conclude that if a monopoly enterprise is subject to competition, 

17 its financial performance would decline unless it significantly changed its business profile. 
i 

18 S&P's Barbara Eiserman wrote in her paper entitled "Deregulation Leads to Riskier Era 

19 for U.S. Electrics" dated October, 1997: "The monopolistic, tightly regulated utility 

20 industry quickly is being exposed to competition, especially in the generation and bulk 

21 power markets. The risk faced by the industry is that competition will inevitably lead to 

22 lower rates, which may translate into reduced cash flows, lower earnings protection 

23 parameters and more volatile profit." 



1 Q. Does this conclude your testimony? 

2 A. Yes, at this time although I may wish to amend or supplement my testimony if PECO 

3 provides, information that they have withheld, if that information would cause me to 

4 reconsider the assumptions I have used in the analysis. 

5 
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Induding $2 bBHon 
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BB-

37.14% AA 

ToW defai lo capHsl ratio deffned ta: 
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oWlgiition* and al off-balance sheet dofat 

-over 

Notes payable, long term debt (includlrqj current mfltufftas), cepttetixed leete 
obRgaUons, sR off-bsfance sheet debt, minoffly fntereal; prefefred end 
prelerence stotk end common equity. 
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ti^a^pooekafaAao^fi^lwaidbryoaduftdgn^Mgaiiiiiipnnrii 



COMMENTARY 

Fmamarfflett' 

Buibfliy noocpp* 

•ws ass w 

f^B| CTBABMUIIU' 
ap(f Cm nri farihg ftpiW&y cnapicoMiM MUivf cmb Ava. ̂ psiifijr IACE uffian ice ID apitti1 

dn^ c ibtfhp ̂  tfp cvftod wVtii M tt ao^Bg tadi BMX ht flOBsldcnd. RdBBdaA^ps «vh 
md A* Bditbb&f of (wl (IBBBBBIIO fowtd. A cckiyH dAmpiffy wBtw <K At tBdfa 
fB^ofa^ ttptat onten anl «A Bom. Maks aoai at mnoctte uax « mB^d a 
Qtpint •rmre fa wc whiwlBnrf Bad Anwytap^ miriBif nail wd awddtl pfotpm Om. =J 

SaBAidaelWtBfaia»tePifadta«»BadbBakluaBWi»i>P CgmiBHilimiiaititigtaaaroa ^ 
AcBhgyfcJWBi BihBiiwitldAipmwiAiBaieiiBidBiiBidDI iABii wli i^woirwij^. riru ^ 
cbsxstsrict ds cfasbbttdos of AvjdtRAnaktr Atu it tdtqw t̂ tottt n iMwiia hxpttfiatd ridxitP^ •=«=• 
jgfctenBtg^jiAiripBll Ode 1 iwiMtti lawiif b ^ t M y w i t o t A r my rtAiBtcnAitfdyBkriA, CD 
wefcoftteyatmtarfcciifaoAit A h mfcn Ahemtdtriy.wgyrifr •••'•ntin«iaittAd«A S 
tidebyBirt^ojwotf ManMy'iCBBOililflcKAffiytBiiiittBArtdMaofqidt. ^ 

Por awwajiJH)«*wdipftie^frBTritidtefaK^<»atc>aa«ywq^ capadty 1 v J 
tpcti cyAy. Tha wcflpord by »iBlu»ia faoaB, toABfifcckpdBt, A^iApdpohy.mdtoy wytoofyra-
aotedpoi tcpudtat At woipotBioo of Ao opral wiiUHt For piwtn—K^^B^d uifliricii WMtyw fcaopa 
Mdaapt iiii r,aa»gAyMMBri>hiAyto«|ctt«qBicytaMdri^toiB<BodiddnaW AoBdAoaoJ W 
i n i a . nffinmritinrriibrfOiimri-lnrtniMlphiiriT miai> ' -T i in ' i 1 i - n ^ n - r - ^ r O 
ond At oUUiy to BAN MCS nUog ion tocoout boA pobdod lod eooqwdD^ csBtdtcaomd* 

l i i a m ^ ^ OtturAm toiw ..̂ Mi,,;,;, n.,,1 „>,„ •••••ii.ni, 
liijjiiinilf) itfrr JirloTihidriiB jinffi niiiiaaiBti nTI t tim rf.f~i ny 1 — ' " i ^ -
CBpscmadd totaaaBByfrll beiow* 4. 

W E B twwmSSĵ  uumt- P M M H B B aaa caKWaain cOBtpaowa, aaaPBani **• w n t w aww ^ W O T P 
obMABfiiB*bfala^BodiiiiitbMlflbyofBaaadal|iiUiiiiBiinn hABograoditBrnBniiiti ntm.nw 
pdaijBaBiiii 1 fiomnow••|inir<«oyfay»bngpakbiAaaa^BABfaaariBlyniiajiiiijiii totiyphil 

i dbtrifadoo mpptoict! bv^fttfl fnfie fijctPB of wydtdBO^ oiaAo^ ari maoapBOHit WK 
! Inpomac ABO optaBBOt aod co^tdtnoaH, abto«h Ac irio**c cBBpbab on AHnoci oay dttc 

j u t b c lypaof fymskBfaBllttsof (ypi, dv flQ^anry savisDOBatâ ofl bo't pott hapcn L Van-
. bi |arfrt 1 tnd pmikt* till at bna| nal naitaw) HjidMia j laiithi hr Ifp miAlinriiiii TV 

1 flgdagaaacr 4goytiitiioii an aba taponu* faooo, wbb w«ak tfomanir pifanoim t pad 1 h^c 
tcaaBrbjatlttthiBrfAi bnpniiiia1),5nadBtdJc>onrt^MwbttitiiitimiiiBai, mmaffy bt 

Bsonvp vpnova aaa ot fspoost B nooKy CBBflgBa 
ffqtdirfno S^grfadcudifatiAetffaBtBBaitbuAiABBia; ntit>i,iadbotgwttbifamBOoAt 

' oOBi^a^A>tsidpctfbaoBa0tkABA^«fAaM^balfiBadaIpiofibcB^HABiBBKdBM,b3casri^ 
gBrfb%MpnwtbwiiAy^»aiii|iiBri gahoaj m fi w i n Coffgacfr, ^imftiifA or flimyiftb* 
PBApdoeayyorfaacwioJ indw AaflaaacitlpaAifloofuitokidmm^mftnoogfafliaa uyuiriuoal 
anadpote. To bo ajbacd poaUoA* o^Asofy ants Aoold hada^y ood iBoor oopdMM psbanaBBt 
Aijj|iu^mp«^yf^nifafa»iinaMBafboiMiiliribffiijBfinilB|iniiAlfiiriiMi Aboiapanagp 
<fe au^UflSBCy t y i B ^ pc to <ad Ac ta^ of fbw Aar Atr ia l iti r)1 fcamcwmbbMbpgioyhcc. 
OfMjy, Acre fa c a m Atf Ae attfcafei of t nnody pawtni ateUbcMTwedfaBainadfili 
B n e o l ^ W ^ f t l W ^ B l M m s t e A e B e i c b ^ a a i r ^ ^ f a i A i c s o U d o o f l t t t e 
T b B t & a o g ^ o u a i t f m a A g w i a t o b g t f ^ o c A a m a M ^ a W c ^ 
ji 1 BIJIH in il ibbM'-fn. I 'Ml i r r nri 1 *i -innif i - r " - ' - ^ y - ' —•-
<M^daa^aetetoipmnBOBdwMfccBbpo(aiiyiliBaj binlj,ABitpd«ocytawooA.aad«ffdo. 

"BB r̂poftttftOOd pftCNCCL 



COMMENTARY 

or 

O 

piQcnn Iwdhtd a loaJ cr ttdomi BJAAML Thoe on i&g aaanctdat tcanjua <ai oAg wppeg of 
Ai huiimi, acfc M iiii|oriif''ri OKTJ, •riiwpiiiiil tni i ifi ry nrfm Adfay rirtng; •ndoxmitigala.h 
oddbnoti, rt* msii of ft unfâ l &CBDHH 6 M A I K in̂ OiK oWftdono mwrtooy CMMOBCT mdpc^ 
yfch ft WftiuwlA t—Ari of iP*o*t ood ft ortoy of oAorô pidftdowfcSAoJMdfcPoof̂ r̂ oy Aflw io 
A* onpocv of JOA conmAoi ood ot̂ priooft os • Bttq^i o|HBiiooo ood fiDOodil pfffenBoMfc 

TrftOCBbAB itfd AiKAoriOD confOMQ MB rm nod iofCBOB *yi,^y CMpAicd ttOoopoAsSt wiA coos 
itfootco»finsbaoii Aa^i*<Miuau.ttateaanflMnvBB^ioaoioaccnBcowrootscMl,fa 
10111 mi oi vmi mflkfa; » retnm on A i k tMtt kmmwmt. T,twli i run howil noa, Standjini Poort »o>*> 

^ lafctfBOttanAptMiitiiit^ifyrfcngo^cCTgwa. Whfeta^k^ II^AKPI 
. ttk ooifa tprt-hMftd awi; Ac ff^ooiwocB of AgcM»ooaoypn»teftto>Anythu otfiifŷ rootf BUdvn 
^ oc co ABaqwdctt hawun illiful mitcml mwmou Aftwn A* toMinm pi •••mi oc Ae cooyftfty. 
*g OMAowbeAcoeo^l—ilnuiiiAmbAelocfaofgaaotiniioiiw faemiBi) tocaogalfp.Sipcc 

O nofteerfmoiagieceAoefyfiofaoi MAoMooocafimia^opiDlead AeanofoipM^MiEAoaMybr 
cĉ vfleo ownccer imuywycouiw l o r d ^ w y o n - umofonv* OBneora oc peon DCBC*O BKT 
puliuuiu>Wfr4o^rOTTakiaBwflhoBe»e>ipoo^^ 

\ J Awnhadoo boAf- Ihmt fiBMKfal K B A I QOB ApcoAog oo o enayoftĵ e efefey tp Meg perfoo-
q>crcfc*fcapt,|iiiftMiiMnel—ififiMiBtlefai IQIJ lomoolioi BOBriAyA^con-todiygua. 

CCMBAOCPCBOUBOOOU ieefoAioeAet'boced IUEC, pooc 
^ cap^^tBiwc^iBfcgfagdpricqBqtoycdafcfcmflnBt^ 

aaocf Mnkc Ac «bA oAa IBOK of *K9*mm, A d k ^ f f a r B ^ ^ ^ b Aca^BwkUiipcodee^ 

by O B B B M fcom b A p wdifH I V I A H , ilAn p QUI IIA^ i nrop •on mmuk OAg Aarihgoo pB-
BBpcgfci tbecoagy imhwugfiu^dy) hAoM bybgyfat hcofegBfc ocgaywing AgricteyAw^bao*/ 
Hm, « d adGnff Ae peooc m ft COPOOP. U A I lo Ae ssAeoof bwiacB en dkcHBd faBypSBoeUnJIC 
Poor ,ic^eMDocm^BffW»(MifBAUl»97CMArVBM,Mdip^ 
B a A A g t o e e d p o > * g « ^ ^ A B ^ y h d h B o r o B O B ^ k i B ^ f e d t o 
cteciifcwy cr otaeiy AcriboBP AecOftPBod̂ rtpcoipnMfac AetcibieywAof iwawweeodceA AP^OB 
eJomndy idettd to AepmQAof Aeloodeoooê r. OaneMT pt^Aii jo^Kmoc JbrABribncft Acê  
Ĉ CB fine oriBoB involt̂ d ooiy io AnAcom oarf B R A UJCJU ouAnbtfc Ac otioofc fee tlKafAy con* 
mopooo h oopwoBflt beowPt Ae fypied ACPAQBC cccô tt ftBBC ponioo of ip dfcpftodoo "OPB Aioo î c 
ôfciBBiric, pec trajii A n y A i iMbfao B py fiaod Bieiiblj or ywr iy WPIBIH I ilinge ABnaybebi 

y*iflt.*uii»ihii(fr.BWBtf^aitruaiBM'tiOPhut^oaiAfcito 
Ac BIBB is •hiA Assftoooo psfiop ftie pM̂ Mê  SPBO^A of loop-BB deepfld it cnodo^ from ft 
II ^ unit i j n i i n - l " ! nirriTiiiliiirvriiii-ni •iinim iiiaiiilueiiiBiniiii.iiiiiM pnl 
CB|dog>OMtt n BMboHOtt of CPBOBp AO^B wiAA Ae cardflft om* TW JiOBiioBhiiqf Of iBC|BA( ABBBC 
b *fco amiynd. Many tmcuhf n iinaoii igo AIDQ^ periaA ofwyftopeftwAfiiflaBwdfcyftwPBC—• 
aaceaaa. Tbic inipiij qgoagaibaae m lifp'fii i nf coil ledKolibj1 pafap A a ariMî  ii IIBBU, 

SwUriacPoo f̂tahocriBwAoMBftBywiidiiiiipiBWiatwittcpAaB^ wjoit biipumnftf̂  ACMBCPB 
lohoid ACBL- SpEfficfaoBBadABopdAdoA AaBKaPd powA BUB of Ac BttAc(» ftxen̂ A of Ad faBa~ 
dug, bttcorieal ond ptt̂ enrfpmrA, aiuaiii end naoA ia yupaUrtao. ca t̂oyaBK. and per capia A 
CBBe.OAeciA»«AapgfaciBApwadpoyBBBBttt<cBBitTi, AeipaBq oifpatfclofoiuwoc.BP^ 
pa«iqdtffr ot Anbuian miatgfĉ  Ac afrniddhy of Aaddqradamomaf BbibyaodifliapBi ao 
payAdrbOi. 

AdbmW •bhBhBl^acaBa^ipda«BBpUB,a*a!ipaB^byai*BuePBpioywopp«iM>-
A».**eay Ofiihiiaaitfip aiaWia^l iMaiiiiiurfnin,pidb»uiiinifioniiUii,iiHpiyttpAaat 
(PBBBV ctoAA nA&pi 

FBraiaaric ̂ onlBlni ngiiin, dheBBl • btr oitxmamufnma,mAaui^asMiriiml} a iori-
" ^ " , - * ' — i J — ^ - - ' i t i — " T I ' I —nr—lir T"fTBiyili,Lui j lul nilili mwii. 
DOB n «iM«d awaantif Ac ofty ray fcaoe dfaffiaM opooara co qrAaf voMiey.OpdwoAB' 
haod,fti^ttdABiBliiBi^ictfiii^nit^ftPBhfeBadBactpfnfrta^ 
« ntgoram are jdmdficd » dflmjipc Arir tbftry and pfâ ancc » Ac boenrn Sac doge faa o f » buy 
niinwii •laHban an iJ~fT'-*^-Trm[b-•riTiii'i ffiaaiwljiaf wia mrilf nBima aiOi itm »wj BB 
I iwrpjayaa AaaiamtcBiaAABO^Brrtannpiiii bam of Aaan^fcego.Maiooi^hy LIBIIBUI 

BSJ piBmsBn Ev AvoaXcy. 



Sm&zir, (ot ebnhcvvmiunif* firmpimw. Ae total wmhcretfcaiMiuit k\^t ifimilwmii) is 
mbscd » *«•> A« Afdiend 6htanj of die maBnam MHVIPT'I anurmix.Tb£BaB«otiwoD 
«Ujpia|^iai^diBribwtAQniifrHimeieidcfliiSBdp 

Jlhjiioiuiino m moiowine Umi^ ij 0 ilw iiiw^iliwilib rniftrnffr"'' ' f-^-
aea-Ai nnl|.Ao*codHm w«fa»—11A i tfi it fi eoattowicpcBpeeiKgi 

oo idatdal BO Aec daaftod eho«e for a dtadRrioo vribr-
Aoote k«7«oni*dfcrowiero oonodiAm eenfmv* At Joodpo of * inmpiie« beftoo-A treot. 

nnUri^^^p-oy rtw^ u iu fk iJ * toeaad—dooooeae whptBlni' mfTHim«inecbttP*tfcmnkmis 
•hi.BdlBi««Ur,OwABmfak^lonmiuiB*iB. . . . ^ - y AKcoonimBdaiml) U^uMHm*»riflBio 

mTTr^l^^MMhBwrrtTff* Tft^-rtf T*nrirpirnfiT—frutti i—-^-—m*~~*L. 
p^«iAtta*yT*r iwuyl i |Bi l i i r fnf l Uodairttind •ntairwtodmaemtpwbearfaabm 
imfil nfoattrtiBir-if ^ t t

r - r t ^ - i « — • • • ' • - ' — * — — " 
QpiiMUd TiimiiiiiiiiHuniUlni*^^- | • i f m' "r ' — |— 

doH. To sBiIma Ac opecadoar fee o SMaaAdea of dtaajbaciao aeiopaBr, Saodeicdtek^'sfoeMiaoo 
A r i m - t t « r c | m d o A f r o a A e p ( f q < n t o B o f c ^ i d ^ t 0 d ^ 
t^—^^^i ig M e i iM»aaf*adgirk:ppgrtr l i i i i iBa Biater miMirmattgndttmiTOOiprsagt 
^ p p f r ^ A ^ g g e r f M q M M M C O W F B n d w A i f t f l ^ ^ ^ 
myf* gt»«^«MflBMAgtefeaceHaKatfmBapaAtA.«caag«ciiU»>r«rO*M'*du'«P«*' S 
a^« l iW7.C«*«pmd*cwpfcaAapU^ 
ofci«nrBioci«yBod-MA,tfowtaQlK^nuykodmprfdaLrt^^ ^ 

I n a x c ^ ^ w ^ « r f M ^ F ^ k i i i j e n > i « h « . M a a d . B * h i t a a j d B o t ^ 
otfe»bfgMp6taa»«hqitfa»wiiiM pleod.. BniioiaBala»dodarwgto<y«idfaA.TheiB- Q 
mid V I I I * I ill! IIOMI. i d "Pdh| •idlmooi r a r m m ^ f-| iJ w 
niiilairiiojiiiiillni • i a i a i n i a i i f T r r r " ' J - ' - y - T - M T ~ J - 1 1 " u ^ — " r T" 
typd^dBinoipCiCoddUpnatMdMMiijaii IIQIU aoadayn tAettemfaqBOtyw inyaarf. E»»^ta of Q 
o p B a d a f A f l f a ^ M A l M a f e d l B n a r m n B ^ a a d d m n A i o n L l t e X 
cttttOirflwo^fl^saABeenaiaicdbataoBaiBpDaooimkffiiaBmidasdoo. w 

^yfc^ hi TB—jilt miBMia • fare iiWrinml mmaihn iin B I ^ I I . nail n iht fiBiitm i r-ff *f mrrrlrTr 
iadldQk»CBniaodtoBMyio^qfawkfaiaanBBaadiM»lj immlmod bgjegbaeauaedMydoBot 
imi Oo aiaaiMwlni inlaadmjr.fianphnri infi ifflir^ nr fimnl nrmim tr f f " " r*^"^" ^ 
liflhm-LUi I U J nm Im ihBilj tiitem li mil) nm rf if TIB II riirhnirnr T T 1 m1mt r"" ' 1 " " 
poUcd or n ^ a d e t a U a pewor a t r o enoff fa M^qrnKK. h adteoo, w m j * M of deeodeor 
ccnfeBCUteefaigpmideflL , , J ,. 

fWfFriTmif ^ » — n * " " * " * | » mmham* BBTMnMltftWl BOB daglbOnOQ 
art a«af A K aie pnd pi^Icoadkbaa^aeefadoc^aMaicAttd.Ad«d 

_ » Cw maemo «)«WP irBt*v*uaiaa aiMtbc«niaPtp*bk>mk,yg' n f f i c * g g , P w * i d c fa r 

ittc^BadiBfcaUilMi^ofdfciyiam.OpeBm|pufBuaaoB^id»ba^ 
iBaa t a»geqyB^n l iB i ih i i fB i in>^wi»Br i»^ t t .H^ i> * ' " ' 1 11 "[.mr A w ^ h k a u m a 
low^BRiodd^BmtpBnvavp^iBOBBaiiviiwedfMniUfinBfieAtdBiHnaiBBBnlQiMuA 

C U I ^ I I * * CiJUUiLaU • fiiBaMifril idai fin r-1*——' ' " I T — " r r 1 * 
ftBleedbyaf t t a g A m m f l p o f a . i g « P « f a ^ i nnif iTfrinnum&eptmtirm ^wxaiflfldcra-
EdayUMBMBIof hmiilniuMl|iii mt Mmliuy i|iiian 
fay lanfinfa piipii!ii-»odA»ide.Aft«l»BBafMaaa-

" " " " " Haal 
Aooidiajdr«Biihi liiiaii^Aif Tbbtenfcod ftnlTn Ift ifllMII 
- ^ j i i ^ b O T f a A i a m « b * * K e » p R > - W O B t m i ^ " 

aeMmnzteavpialMiMBAAnartfnnbaABi M l n v n A B Mbn^af iao WMlkMd 
adicy.tabSMraBpofinBai4^ifiwbasl<(»n j . i t ,lbl ftttfdAW opHM 
owytyfiBiiprfftnff,WbgcA«rtaiBnoiaiibiiiii fcn- • I • 1 • 
^Ba-odarbMriavneoBBpatefadKaoAaiAedi- " — n 

^^Sc»k&ieoB*adbrpdAaA>nn>«bDixdiffieeK Ttoa BiiBntMdfffcawaB Jfl u H » » • 
gdBey peteoad»fapaod m i l l i i a r m l a w o,.,,,,, u s AS « V a a 

SJLua faiffinWAgdteBiBPBttodoAn m^muMlaa 48 t i l » n < » 

q f c h y , . ^ . . IrtujdMifiobMrtiaaimnlintfnr b r ^ A i r t b A p d « r ^ M i l u ill). 
ajHcosa of Ae*oAetlite apace bfedafrwaecr 
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bgllBB SKABV jvC80BifB Jf CMBpmB jOTAteu^tf 4DCQpMBtR9* Sri^^BNnROO Jttt fotMUHf 

*rf*MMpftafwriaagB*«MBttiB-hiiitaghi milyiifM iinf/rrAMi Hwii eeaMaatt,<B4,inniiiiL r 

flCustnteiMdidtftQAfldDB mspute* B ^ ^ B tide ft llut^ ft pw* at dStcShtttrf (owwriH î Mdcn̂ BKcBr 

- f(Bt^fuwtf. Qwfc^•> cfallafayptwMtdtymnlaiiti, mlmAaaofiptnifti b httertaal fer 
^ rigfarfyi^dtwri mmtitniiw mil ititirhwfcBi mnwaiii tofar|—taati ortapgy nadcrtert op»rfai 

doot tedttdc tumffllft tpd^fhttttof bty iMcdwoof Bm^tPM^d^dkicAttilAy cf ippi—oopwopt, 

• Q dtgnflfltirim Mifeba aod io nnhfiibinc^iaw i umiiii ii • mt en the buriaot poofik ipmaa. Similnd 66 
PDOTI~fflanoi faaodal ppCdtt, cotpni•m gnab, •imi»ri, ipftw •, pUm far bod> wyWairfdwarfarf 
busMMt a* "dl oi aatfew fco» ct t^dp * ^ « unpbo*aaa£ 

"IhaagOMBoof aaoapj>twibtBoî JAodifcHo^hJWot^p^ao>wEiaadoo%jiodiwigptof oMpoiy 
|d«M. tttf faoaad on nodi fcctott at mmt* wbsnf qpaooicE^agta^ of ndfofftyuBe^iBd kfiowbd^of 

j nigonwaaoditewAMinagwmnrtoM^aodwiah^^ 
[ lyoin't OBBbjto myig.nafOflthbfdrfbpwBboUBjpttoi, oadip ht ptopEMWiohptBogbiCQPt* 

paoy mm ihe faBMoaaaa>attto^^€mopMt*|*rfcy britoiodfaamd by fhonghifnt botoociopof patfeaod 
j pmart prionpo, n wcetd o< qgAbflity, ml i Wo iin apmoMrioadoo wbfa Ae putfa, n giitm j Ii u fii i. and 

Ar fuaatbrf ooBMomdQ'* / v * 
K<yfip»«mtpofry naidibi na— A d o d c t o a y f a thgkyto^iiibn cwi ifbajKoperettopaad. 

of imneat aapwLuai, gaoeymeart arierit eomoAMBrt to orAe ̂ nafay. T^b op be aoeqaMl by 11 AMi» 
og afleeaadageod fioaotag ptecAa, e^bafiaiac* ood eoonm dMdcod obfeccra, tad Aeaofipu^r 
phi lw mdiy pynfieg growA aod HA nfcAj, 

EOOATW QDAUTATM AlALTSS 
CencrtDowbAinAwtfwffMaiof AeabBBteuJiq'biAiaaydocarriinpUTopetaAigAdttaod Aeio« 
cwanagly compttiwe oaoirt of dtc boetMot KiA Biay be fetAer hcjgbiHicd by ebamocof Ae tegJoory •ft-
laifli Biiioo iififeib^liiiifiti timitiiaiitejtiwiillybeiin^ilinhtwlMiifniiiiaiifib iwiiaaiiniin 
dw7.t0«tqgft 

Ototmiop b a cooMwfiy hnootyfc BlnroBiaicphyoflt^f loAoAyMAoble bo<oeeA oAer aod dotce' 
CMecBnpeat pebnadyoo pntc 

H O W M , tbMfieby bat BOM chtNCMbrica Act oabe b bat Bv oAcr c w 
iiiodMtt«CeattafrtBtdtlteofcbyoae<phattotod»BcctnflyffuatbcBeed BwamaMOody w bb 
proArad* tnd bt AbosabiEty s s be bae t̂tod by ousnfaw ceHtnbn. Ths^ itfii&Qbyf AfivtnlaKiyf 
aod •atnevafaooddUtBvbBemydbQaffeAoot^^'adagaBOigafiy ftoaanoAB^ todpoAepicBote 
petmiambdpffiiibiuibiT Vibe lAWtcr^a^goAaai iwrwiiMnjua aodhodbiflow*!!, rm orifaf Ac 
tbipe ead ftuuitB (orbob of fit—a^ Sot eoao^b^ uoeiwipfftde au*lut) of Aesdocy dtbciwd co Ac BO-

CcRciObeB abo facta eeâ tte optfedog tbbh B t c w doaiicbycuMxbenBcad.gMectdB^plBao 
aftird to bene oophoocd oon^' dnce ibey BO otdy pebt wbto Aey IUB> Fiuibiiioota, cOBBocaual 
BMSCI coedd Acose doowd c s o t w bno Ao ait Arr to toA u îaooncst povvxvAiA cooU bceotdy of 
OM^tbifAcootapoaotfAiiiagepMfcwtgepttfoAIki^^AaeloirpBATr^ 
IttanlyiomArtrwiniinindib ind jnpaaaofogoawedBD 

Rif̂ Mdoo. £aae gcarrtwwi nay inada bf̂ dy n^beetand adricoc t^pMar bmbww pioflci Aaa Aab 
dat^dand hosAcoB dee o e voce aoblc ao^nne ffAoaL Ibc otaspb^ eoote ecocABied n^pty tyMM 4^ 
ff^ccoAcaaagdi ihd naWlny from Adr bbddy uUiLdva aaeefl̂  taaaedog B pnt frooi Anct or MACSB 

QOg gfabri ptatfaBB opepae a do»gAmd eo*booa^g wbcm ceowam ibiiiieioed by cbe omdnc E^s 
awpduByoaaddmaOvdaBMffl pvAxv* aod *aiy aaomf gjbAal tieouLmSiy iTtctoB. AtgpAdooi^* 
callyttnttdgAebmiefciwcwoAofAeibfbn) loeHrn Tbe^AacMybepdaBg^a^ni^r 
MAerAMHBtdamAct.TbBiyMaMyeiiadwAmanpbjutbidlnBapoolor ii fcny. iilMiib;gin 
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fhiii "MiMUniflf rmg'i —irr hm ibnuiiini if Ai imiWi itaukif vi kmrmilu) nr nA w i •nl-rrhir 

t i wAdboMj OMmpfarip iwd ImiumW Bgnnci? A AWBBC QUCOPMC hftw yiAw a cciMĉ  pp— B̂pi 
SQ^ wqdld bi puwivc baa a cndk n k penpastvc An tcgoufti/ A a b AMCN by osJy • htwtfbl of prod* 
BEB orbtABom ^oold AbodMc cooocwttodoo dA» Ac dcoriAy onri^ti hBOBC- wocc byddi pntf* *>M 
fc^ffPfy " ^ r * , > T " f * M i tirf aaw>4*̂ îp*B«iint ffli btgti to d^dop. b (COBNS co 
bit B i t 1 * , * ^ t l f f f T " " * < *"r**f fT w ^^ > 0 < ^ " f f r ^ ^ ^ y **' w < a ^ * t4<r<ii n i l i ully ^ j M a h l e . 

furtnf B*Arr r •fooitnn wmdd toeomp—c rtiib im nmno of cbaikby ui|W cod do-
ouad. h BSIBS of dnoo^ wbfif Afo Ac •oaoeodc pmpcB, Jafltffoouy pcocBCfc ood dasbby c w n ^ 
doo fMUBPvttdo AeoH^ora^ooeAcRAocioeBd^coapnvoiKfBnSbdmiopAtMBki, 
gn^proapoeica^bcb^Aaoif lAnOKcoGOitasyBAcsAetl^ 
bo jc tpawoi i i i i intiiflbfAwnjiiiiiioidryorHllwhwiiijiifHuii ttemai»h»mtmnhi toni* 
oace dw n^oo, QenMb pco^ooo conld br ded B AO bo of Am btAnay. 

hteipodt^pply.wboaBiAcoAn pbymfaAcaOffctBpiodqbBgcibcfaogbnBBBgy'Ho^owdi 
coppdyb A B O T C I O P B B A»p«d?5B|»kii '^—ilf bl wdow wbi —Wnf pot I O B I H oowyo!. A 
dlftiliiildUf'lWiiiMiwiihrcinco niinbii ilw ihm •mi li im-ni«ii r -hTTim—r ' 
bg.TlAwoBMampcg^od^bBb»ri,dcyrOifa<<ttdgMqn^^ 
co csAdog gmoOMA W^1^ "wtf BAOOB AC pnctnAf oo^oo^* coo^pcA^ paBoon) sod VAei 
Q O B d b e d I ^ B B i f l O d B t f O B B b t l i a o ^ O r C C C C C u d c B l C p b w d B m i O ^ b l tdlfafaw, tf I P O ^ B q d o f l C O O -

lllAllll¥ '̂̂ <V^TTI^.^hW^Tf•^T^rT^WWrfTmf^TOllllMA^ rionrpiif)-IO-'V " *T II 
riBiBiii inii j bmiiuiiinohiiicibi nwbir iBCrtcrnonT — 
•AO. At* k a oflKmuy w CMAO AB MAdAy sod afatflky of po«r ĉ yly. 

EQBPBBflgofciDyAiprtAojoodAohiCBAtonmmBd*BMfatrfiarii^pihj AgdlpUyBfcA 
pMtr pool ncoy hoW cobs ngm&ig pna bide dbpndw fiooodil m ^ o s of maAcc pUyen, or oAer foe. 
WB.niBiiiHiiiB>yb»^sMob6|rtoacobiiid>oragbcliobiiii<Aboi^of 
adodBA^r,l^lioibiiwiftit.oodct«aMrlft«>faAmBdbc»iiii>oirt (ipfnihmmhuooMiicoodwg 
hr iinmhiiil H"VT Abhciifri fboity. Ac nasi tnoconiflii tlbr Ar foibiwoiioi ita bu mfbsmillngalg 
doo b bi Ao aodUaval aoao. SdD, nvAidoo b Bcriy m coBBaio apdA pcofit poufal, ^Aflc pnm^« Bc-
AfwrfoogodKdiwidfaTfcctaA af a<ooo^pg|»ydsiOfypcuicmuiibooBAfaid a oc§«h*o><BBi 
of anfitqoifap. 

SxaodBcd tc Fooc's ̂ ffl acA to ABDOIOV If Aa ofaboaty CBAOOBBC b tafpooxT* of ttodb ̂ mfay, ood 
gbflpasolwdphyiHiftld tfMdinlflc^ao/sCTaofcooettAchapAofdaoAadgiqybiOfrfadg-
• o A h s boo • pbA fwa Ae poondal tor a nWady be nodl&d. Tbe lUC. b oBcadooa 
fat b^Mf touBd its ooBpcddvc p e w pooC ooly n bew AciBpAcef tup •» ttAsc^wcedy and tiajper <*iA 
AepDaTsncAaxdcsfcdagprisK 

F'*""y ow^wt" T****^*"*"* ^^^"t '̂iHf*^H î * ^^aterwci b " ^ - T ^ T " * * * " ! ^ f^^in*"" ̂ ""^ftT 
narfeotfiMnpHfaoatdtfdeedbpBfiaBd«AB^CBa.AbDAdRUl,a»dBCpo<^biaaefe^nfao- ^ 
A|aDCBdo«(.PERCBaypMbiAoKCpEB«bcabidkiesupaapBBOdoamutaiaaaAiybcdQ4b^ ^ 
BptiwIuilwmiomftoiiiBniiii'iioi Asein^iiytwiiiimiyfimkstfgaad»niuctnwcorii«Kwif #n 
aManifioBB.ft^dMBa—yabotttpcudaacBiaipAio iiaifBowdalgedboiocddoBilfatcBaMPCoAe ^ 
n«rfac.Qc»»PwaAcdlDihdiiHo»wUtpcbgtbtiwil^iUiff ^tbr»ebfc Q£ 
non irnf) Pilioi iliiaiii aiw-rfirnr biiim wal iifbn umaiir ^ nrrmi. Inifcniiin mn if rtirmnnr Q 
AM.ObnAgeiapoo<iiopierdt>oc»kchidpndB6aiafieij dpatnes baBcralaaccaacbwgft ^ 
"iianrerit fin irfTii—M'TTa i||ii nf ii|iilBiaplniliiiiiiiwiMiii imimpair nnlii i|iiiTiij Fur iiim|Jr QL. 
hwBBbiiiiiiwriBMliyiooir.ibiai •iiiia>gtioeiCBgbdBBeiriatdbyoyBl(bBAcBrtfrabofadaAe> Q 
A C ^ B O ^ Ae bsBfrqaBacioaicogef AcocgcptoiaAttrioi TtepoaatipwBooBpisOBe Q 
ft^T*H\ aaaBBBX todss B s m y of SBid con ood da face I B V B dA to die pmcneoc-

AbrbBLMtAxttfarsaenmsiavaftyAft^ 
BHtocbo.AgOM«to«ortaoABwytoiiatit<BnBBiCBiaponbsebBoooswi^ 
•ad ii Mimnu'ii (u tnipiBl ^ fats) comnma. bgycagy boa oo eb^adeo to mm u i Bay be ftm whadd 
pabsmiBaro*^ i i i^sfOMbci^aam»c** fcaafcf r i^ 
bb!oaoABoaeibtb^Tlki(tBJ^bcrfaji>tniiii lannlftpmbtewflairBtBoalyAc^qy toxorip-
teAd cBbfefc MBfao bi A * c CBBtriet an pfsariy wbelmeb. b o ooridpeiadA AeOlAeciBidooW 
iBd«Mdlaitnmn^hddd^and»iAAwiAAcbtoBtodliydbcdbucioo j ii| farsopply.Hew-
eocrih^locpujyeiBBde^BtBycoBeoMalMniHii bid AebopdaeioAooBeodbfcAcif atiWooil 
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Aa uprfydi ol ognsdw owriipi somc f̂ait widi ntflBBBbon pf mHECtt and caspodA' 
•Pta ftprint aAtio oddch • pLiM.i iiiift «woptoy b a pbyg (tantl, wgi«oil» aadoooi, ar iaieiiiwiuiiin 

ha»lififfifOiywiifariwwkoptci».TrwT«nfwkw to 
o pbiK rioifco ta CBUBCB^ pco'ddoi opoaaB^ Ihobadooi oad oppanmbbta HvvioK a ftMBBfic locadon 
B%ha«»'*»'|oteAagd>>pha(btiooaa»iMudf toprowidBiy—wdaBnapporLAoJifaidBdmyofa 
powartprt optfodaai b <fiwt4jy daJ io ai ooinprtfciwe poaidco-

Hwviftet ycifaarioptapna efiuairf; b aucbl »aMiipuiumm*> S^plonof fad, hhorf ood mppbo 
on mainlufmaiiaiw liilr in iinwiiiiir*i*TiiTirrinpiTiiiiiln~ mn \ur^n Ttmrnmairnnln irrii^ 

l ifiBf^KvdjsnpDdorpteaffnM^Stvybd&Poof^ 

< AvteddEosoppoacdDidjdasaaafeu'O^plkzs.Vbaibif bseatfcehioDciepwihof opoaoai v d 
„ ripmitinim iiwltur 'illTtiTjtr""IUTT11^firr"*—^|ii | ' V ' " ^ 
2 ootofr wfflmtoipcncrtrk^r^iptrtywTOPae^mc^ 
/ n M7pbdbi4>nomaboatMfiteeospKM.CeD«itanwttBndtB become tophbricnod io pfay*-
— n|oodfipeadribedgiagoffudiieiBiiiii»r ibk-Toibenwe ibn •ftiiiiniiuacgmpmy hatgnaggf a 

ecfltaa^atnaibiodprioeb«>0 beoawraoawAdielBvbofbideeattvt»in4hed90E«eia«arc 
O ^^^e W todBBdia . io iBeeBPga«pmbapap*raq^ofWpoaf^B^,wtoor f |^ 

ibe amnbjf of bolpBS-
Q£ C O T I W I to tdle peniaa af piuilia IMI oo^at at acpodwiJ pnt** ceo prown gwaww froia price aad 
Q ^BweddcIhcaMyaMBbMaeeyBeidetti^ wgbpricoAirtHBriiyatHBgbBg30Mtde^iBUJ.mBf-

btp. Coopagi far dHfanMOBiea BOOMOO way eehoyo price ombweBfeioid eotftafaeifnibrtdariog 
fiW w ihf"**"*"rn>#^rfift*<^^r **frJU*—• A t m y ^ « p"" f*,<>*>yi ***• 
aofi^ 4 ocos p^boAt ffdteauiibei deecset5 OOMI pB bwb, lbs idoridbttco ibe pool eod fenbv 5 
B S I > 8 « Ae bwcr« »wsbey pael far 5 eeott, • * iA b 1 cent tichr duo bb amnprncot-Toite-
oojc didf 4 cog t^neumjt, ibe adhr PB>» ibe buyer 1 cettt. Cbady* ssnyot wfl) *tty dep™AD| on bow 
oeBBeoi B B Rrocmd, ood baMf modi of podaetfea b eeU •aAr connaa * B m on die ipoi matte. Tlwc 
aw8i^B OB fadKod^c of laeBiyBeBrt nebeppobje. 

fa addMeo io dme moibbTiiBm, Viadefd teFoort watB»inB«kryiadmlcffldmcy wCTw^eaA 
B apadiy bcmct BvaflebifiQr feaaî  aod beat B K af iadMOad plaBi B coBpofod so btdoMip poos. 
fTririy.Wrfrf^Hnmsrfilii•[•iBmnmr-fi^nrrrrthxAunryinnrfsfA rainirBrfi mi nmnir—'^" 
d^ee m «teb a pbm b aawfip B B O W a eenaio period of dae, Abflr BBflabilny WfcaeB wbaiperooB 
«tf Ae dae b otaaid base bem aaiiabk B oprnat Hne B B B BeaBOe e po«B ptiafi fad cffiboM .̂ A km 
btatiBta I B A I I orfatr baa fad iapor pg oab ̂  OIMIIIIU Tbe a w^pi 1 of Ae leflffiria ie dir poctfafto b 

Tbe wrtiimlimii n Brifatd by a y jn i aiiiig cgnpaey abo tmpaa Sttadiid tc Poor*! aseasmtnt of tbb. 

a y dA la 8|bt of wmpii w iw IUIB Agu, adfiacoal opersdeg daltagB and mofrmi, end dtmBPaadoAaa 
^BBL AbaMnAadbeaai mutualsduolbfct^biAbpiBi bin eaycaaooiti^reaBBadbpgapee' 
dooeK A m of e^ibJ B mflpur fa Ac penfafio. Consovcdoo riA k onidbnd io tsoanef Aebwlaf 
oppbdOIMVADWCS, •tiSkf tp aoqdae peofSGB ae Aoe ofld ao bndpc aod BBM«falBan^.Tu»b^pw 
fan coAd BBfldcr Aaee cenBQOBB fjds frtan dw pnentor to Ac codfacBBot £m> LBcriyT caaifOBBBaBl 
Adawfl baa-aWrd. InpoddBoef aceAae B X could b^epipeitoocfiaiocbl anaqwttS far aoeMb«d 

CNBBby of dM guadoo potd^ i c A n Ae ebb of dcpaodoiK eo aay ooc coil, or aay one fad. Dift»' 
ear fad cmons aod ibc opdsdop AacacBdsibB of ibe fadCds (far sBttffai bear load ttcsos pealdng) fw-
ihi ib nrfTj illi jiiiiAJin. •nfiliiirflef ia|iiWliriii naafji•biil^imi ian ralmiii flmfhffiiT rVcftr e 
ri^fardriiafcmrbldaiioilf riAbr Aan a fimftilBi nf anffr TW i idiiiina irfria mrrrticnTpnircrptBTT 
beaoABBM e apxcio cpecBlad êdeBaocce Acy^wadDoseoacTlnCbe dwrhidepeBdiw^poo f̂ PCBABCT 
pwdBPeoCT^anadeeorpfaaBBicfMBa^mMMCBd wbhoBbawft of BouagojIcoHMiioBtiotfacAo 
sob uf ibeh IIBIBO Tbw, i \*\%n wjl ili|Biil oa Adr aMfey m fnkmm po-ct uoaieii nil; bdow Ae Bar-
beA bowwd pdec ov^far dasdeby* a nndMB pfaac bas km Bsepn fac acioc, bnenrbaveope-
iba iQ-htd^b ni. BMitnbf, ftiaiifi. minimi mm. iftl ncicibn rtBi nmt hr eldii tn menni itr ihli qf 
•ocmeiopdemo aad mdoB. 

Par ipsMCBOOCB s d i ^ ioeo Boe ec A B M O B oxtteecMd oaobest ccBaUoy '•tt be boponaffc CcoeeBBar 
«be BBMC dcB*er coadnmdy oo Adr eoBndoaean ̂ 1 bam aaAbAqr, sad bbdy CUBBBM-S, bi Ac 
he^faca. Tbb AA boaim H Ae CMBC Am Ac gBBsvoBi eempeav b lamind B owctaeoag nBasefldaoc 
|^Q«dA»sdcofittiiaagimnBai ftiiAiiilAcyooclebdb>ttABiAemoBiiBiiBiriliDdliiftfai idul 

i<»B hfebodjogBBdaadflrm^eemlBedMiptfbiooc aod bare sobwafidel pfaysot sodfr 
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MDckII<cM7. Stark 

rfan 
A fawaaw n a n k n n l ID a 

m B O ) CBK b teariifck COB cf pwda-

b^fivcd C M , Md to* kfaar M C ^ *qr flpy 
Tl*B,BtB»n9tec*sibfix7«abntki it 

t cf oi^pv^ M fiwd 
i i t t i i ffimijuii T^ecygofcH- ' i jiicilj •ffmiriMMo/p 

npp»dcwtrk btfinirimf TTAcwoMcfciiwicCMactiwlwuhtta, 
;tffaDk.T^ ptMlhi*^hada^rimk<^AtprfPcofdgafcfayg 

. Ac a w J * A cvaptfWic m ^ f f b r • M fafis^oc pvcBBrnlghc fac m pdaafly opon 
iiLb% dwui H I M luiMlw faMi ITIII lljihn paiiaitiij |d— iartf TTT • pwp i it •unpi fa) A i hi tip 

IdiiiBHciHf tula ijriiihiiiiN li jMMjc •imrtama rrxm^f AirlnifWTprilrhmniiMil WII i i 
llailitraj ilplnjlifb prin jmli haw 

WmaWUmfc^yBafcu iMa • * wpiai i i i t i—tiaiii kp icn In i pa*ina far tor-
en-ApcdaganayiacfafaaaiPtihiwii offaatt^towp<gApo*ctl*pfctfaaiwa II^IHII fimly U-
•^^•aMpdbMiP^Tfafc^cftt^«i*s,arfadIrifa^aftiaaiirfMcdfadMiii ' ia iliMiaiij 
__amu]iilapiiia|Biwhaii l a i n n ^ n a i n i niiirf^t^—g*"*" 1 r~ 
n a ^ g c y r w c w n M i c w ^ ^ w a y c i M c A a t o r p i w i i i i i a l wfarfaihii—pmattpcwaarofwa-
ptt cctd n anp C M CBUME> Sbpfat i 

pudraiidy far fac|« fc^pJborf 

reoi 

i end S i v M at I W « faa&fa • 
Htfcortm | i i » 

i pnMMa Wtfctec Ac ifavM d 

ia ii mall 
odAcUsfacWKaiickfa 

li a atial tar fa Acacfit t 
to a m ru i i iH- fa t 

cUcqpaoB, BodisoMEdcBikBod ob* 
pocicBadfaiia iffaiN han ACTfao^TMc 

BcraaanoA^imeb 
doAttfaool 

kcaAappabcTbiA-
ruoouiBiMPafacfac-

accAcguMtBUu'i oABan^BCRt 
» rnkpoWo, ofejaofes, aod fann. 

< 

O 

O 

o 
o 



ExidbiliU 

Tabte CPK-1 

Efftcta of Enron Plan Propoaot an Kay Financial Crftafta 

2000 2001 2002 2003 2004 2006 

Funds from OpefaUonaf 
Avflrafl« Tolal Debt 

0.26 0.22 0.24 0.23 0J24 024 0.24 

Fundi from OpomHonaf 
Interest Cover ago 

4.78 4.1S 4.47 4.31 4.35 4.30 4.40 

TtoWOobtfToWCApItad O.S7 0.40 0.42 0.44 0.45 0.47 a4ft 

Pm^sx Interest Covoraoa 2.50 2.B1 344 3.23 3.32 3.30 3.46 

NetCdshFltMf 
CspfU) Expendttures 

0.39 0.46 0.70 0.71 0.70 0.74 0.03 

'itfrcted Bond Rating BBB BBB- BBB BBB BBB BBB BBB 


