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Commonwealth Telephone Company 
Summary of Cost of Capital and Fair Rate of Return 
Based Upon the Estimated Average Calendar Year 1993

Capital Structure

Type of Capital Ratios(l) Cost Rate

{

Weighted 
Cost Rate

Long-Term Debt 60.32% 6.24%(1) 3.76%

Preferred Stock 0.12 5.26 (1) 0.01

Common Equity 39.56 15.30 (2) 6.05

Total 100.00% 9.82%

Notes:
(1) Company provided.
(2) The 13.80% common equity cost rate recommended by Mr. Hanley is applicable to

the 54.82% average common equity ratio based upon permanent capital 
maintained by the Proxy Group of Five Independent Operating Companies as 
detailed on page 2 of this Schedule and discussed in Mr. Hanley's 
accompanying direct testimony. The 13.80% common equity cost rate must be 
adjusted upward to reflect Commonwealth Telephone Company's lower estimated 
average common equity ratio of 39.56% for calendar year 1993. In a study 
conducted by Brigham, Gapenski, and Aberwald, it is concluded that a 1 
percentage point change in common equity ratio results in an average 12 basis 
points change in common equity cost rate in the range of 40%-50% common 
equity ratio. It can be derived that for each 1 percentage point change in 
common equity ratio between 50% and 60%, the common equity cost rate will 
change, on average, by 5.2 basis points. The adjustment is calculated as 
follows: ((54.82% - 50.00% - 4.82% x 0.052% = 0.25%) + (50.00 - 39.56% =
10.44% x 0.12% = 1.25%) - 1.50%). Thus, a 15.3% common equity cost rate is 
applicable to a 39.56% common equity ratio (15.30% = 13.80% + 1.50%).

Source of Information: Public Utilities Fortnightly. "Capital Structure, Cost of
Capital, and Revenue Requirements", Eugene F. Brigham, 
Louis G. Gapenski and Dana A. Aberwald, pages 15-24, 
January 8, 1987
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1991 1990 1989 1988 1987

Century Telephone
Enterprises

Long-Term Debt 45.06% 47.62% 52.26% 56.33% 56.86%
Preferred Stock 1.18 0.86 0.38 1.04 1.30

Minority Interest 0.00 0.00 0.43 0.00 0.00
Common Equity 53.76 51.52 46.93 42.63 41'84
Total Capital 100.00% 100.00% 100.00% 100.00% 100.00%

Cincinnati Bell, Inc.
Long-Term Debt 41.19% 40.63% 38.60% 37.24% 41.57%
Preferred Stock 5.50 5.58 6.39 6.92 0.00
Minority Interest 0.00 0.00 0.00 0.00 0.00
Common Equity 53.31 53.79 55.01 55.84 58.43
Total Capital 100.00% 100.00% 100.00% 100.00% 100.00%

Lincoln Telecommunications 

Long-Term Debt
Co.

31.63% 36.45% 27.39% 29.37% 31.47%
Preferred Stock 2.67 2.84 3.67 4.07 4.18
Minority Interest 0.00 0.00 0.00 0.00 0.00
Common Equity 65.70 60.71 68.94 66.56 64.35
Total Capital 100.00% 100.00% 100.00% 100.00% 100.00%

Rochester Telephone Corp.
Long-Term Debt 50.68% 47.34% 46.61% 43.09% 43.66%
Preferred Stock 1.92 2.55 2.92 3.65 3.86
Minority Interest 0.00 0.00 0.00 0.00 0.00
Common Equity 47.40 50.11 50.47 53.26 52.48
Total Capital 100.00% 100.00% 100.00% 100.00% 100.00%

Telephone and Data

Systems, Inc.
Long-Term Debt 33.08% 35.81% 40.56% 51.22% 59.88%
Preferred Stock 13.00 7.22 6.09 8.13 3.95
Minority Interest 0.00 0.00 0.00 0.00 0.00
Common Equity 53.92 56.97 53.35 40.65 36.17
Total Capital 100.00% 100.00% 100.00% 100.00% 100.00%

Proxy Group Average
Long-Term Debt 40.33% 41.57% 41.08% 43.45% 46.69%
Preferred Stock 4.85 3.81 3.89 4.76 2.66
Minority Interest 0.00 0.00 0.09 0.00 0.00
Common Equity 54.82 54.62 54.94 51.79 50.65
Total Capital 100.00% 100.00% 100.00% 100.00% 100.00%

Source of Information: Standard & Poor's Compustat Servives, Inc.,

Telecommunications Compustat II
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for the Years 1987 through 1991

1991 1990 1989 1988 1987
Ameritech
Long-Term Debt 39.20% 40.20% 40.34% 36.82% 37.57%
Preferred Stock 0.00 0.00 0.00 0.00 0.00
Minority Interest 0.00 0.00 0.00 0.00 0.00
Common Equity 60.80 59.80 59.66 63.18 62.43
Total Capital 100.00% 100.00% 100.00% 100.00% 100.00%

Bell Atlantic Corooration
Long-Term Debt 53.06% 50.13% 49.18% 43.58% 37.68%
Preferred Stock 0.00 0.00 0.00 0.00 0.00
Minority Interest 0.00 0.00 0.00 0.00 0.00
Cornnon Equity 46.94 49.87 50.82 56.42 62.32
Total Capital 100.00% 100.00% 100.00% 100.00% 100.00%

BellSouth Corooration
Long-Term Debt 37.85% 38.69% 35.73% 38.38% 34.73%
Preferred Stock 0.00 0.00 0.00 0.00 0.00
Minority Interest 0.00 0.00 0.00 0.00 0.00
Cornnon Equity 62.15 61.31 64.27 61.62 65.27
Total Capital 100.00% 100.00% 100.00% 100.00% 100.00%

NYNEX Corooration
Long-Term Debt 44.99% 43.87% 41.85% 40.45% 40.04%
Preferred Stock 0.00 0.00 0.00 0.00 0.00
Minority Interest 0.00 0.00 0.00 0.00 0.00
Common Equity 55.01 56.13 58.15 59.55 59.96
Total Capital 100.00% 100.00% 100.00% 100.00% 100.00%

Pacific Telesis Grouo
Long-Term Debt 41.48% 43.33% 40.82% 40.56% 41.65%
Preferred Stock 0.00 0.00 0.00 0.00 0.00
Minority Interest 0.87 0.70 0.49 0.27 0.16
Common Equity 57.65 55.96 56.69 59.17 58.19
Total Capital 100.00% 99.99% 100.00% 100.00% 100.00%

Southwestern Bell Corooration
Long-Term Debt 40.56% 39.18% 39.99% 38.21% 40.90%
Preferred Stock 0.00 0.00 0.00 0.00 0.00
Minority Interest 0.00 0.00 0.00 0.00 0.00
Common Equity 59.44 60.82 60.01 61.79 59.10
Total Capital 100.00% 100.00% 100.00% 100.00% 100.00%

U.S. West Inc.
Long-Term Debt 47.31% 45.95% 49.08% 46.76% 40.29%
Preferred Stock 0.00 0.00 0.00 0.00 0.00
Minority Interest 0.00 0.00 0.00 0.00 0.00
Common Equity 52.69 54.05 50.92 53.24 59.71
Total Capital 100.00% 100.00% 100.00% 100.00% 100.00%

Proxv Grouo Averaae
Long-Term Debt 43.49% 43.05% 42.43% 40.68% 38.98%
Preferred Stock 0.00 0.00 0.00 0.00 0.00
Minority Interest 0.13 0.10 0.07 0.04 0.02
Common Equity 56.38 56.85 57.50 59.28 61.00
Total Capital 100.00% 100.00% 100.00% 100.00% 100.00%

Source of Information: Standard & Poor's Compustat Servives, Inc.,
Telecommunications Compustat II
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Commonwealth Telephone Company 
Projected Common Equity Ratios Based Upon 

Total Capital for 1992, 1993 and 1995-1997 for 
the Proxy Group of Five Independent Operating Companies 
and the Proxy Group of Seven Regional Holding Companies

Proxy Group of Five 
Independent Operating Companies

Century Telephone Enterprises 
Cincinnati Bell, Inc.
Lincoln Telecommunications Co. 
Rochester Telephone Corp. 
Telephone & Data Systems, Inc.

Average

Proiected Common Equity Ratios

1992 1993
i

1995-1997

47.0% 44.5% 74.5%
57.0 53.0 57.5
70.5 73.0 81.5
52.0 53.0 63.0
57.5 55.0 57.5

56.8% 55.7% 66.8%

Proxy Group of Seven Regional 
Holding Companies

Ameritech 58 .5% 60..5% 66..5%
Bell Atlantic Corp. 51..5 52 .0 53..5
BellSouth Corp. 65..0 66..0 66.,0
NYNEX Corporation 58..0 58,.0 59.,0
Pacific Telesis Group 62,.0 63..0 62..5
Southwestern Bell Corp. 62.,0 63.,5 66..0
U S West, Inc. 57.,5 57..5 58..0

Average 59,,2% 60.,1% 61. 6%

Source of Information: Value Line Investment Survey. January 15, 1993

and March 5, 1993



Commonwealth Telephone Company
Average Investment Horizon and Current Institutional Holdings for 

the Proxy Group of Five Independent Operating Companies and 
the Proxy Group of Seven Regional Holding Companies for the years 1987-1991

Common Stock 
Rate in

Turnover
Years

Five Year 
Average

March 1993 
Percentage of 
Institutional

1991 1990 1989 1988 1987 1987-1991 Holdings

Proxy Group of Five 
Independent Operating Companies

Century Telephone Enterprises 3.1 2.6 2.0 2.2 2.4 2.5 67.4%
Cincinnati Bell, Inc. 5.1 5.8 4.7 5.7 6.7 5.6 26.3
Lincoln Telecommunications Co. 4.2 4.4 1.7 3.0 3.4 3.3 33.4
Rochester Telephone Corp. 4.4 3.5 1.9 2.3 1.8 2.8 30.9
Telephone & Data Systems, Inc. 2.4 2.9 1.9 3.2 1.8 2.4 71.3

Average 3.8 3.8 2.4 3.3 3.2 3.3 45.9%

Proxy Group Seven
Regional Holding Companies

Ameritech 4.5 4.3 3.5 2.9 1.9 3.4 32.2%
Bell Atlantic Corp. 3.8 3.8 3.3 3.2 2.3 3.3 32.0

BellSouth Corp. 5.5 4.8 3.9 3.8 2.7 4.1 26.5
NYNEX Corporation 3.2 2.4 2.5 2.5 2.0 2.5 38.8
Pacific Telesis Group 3.6 3.3 2.5 2.9 1.8 2.8 37.9
Southwestern Bell Corp. 3.3 3.2 2.8 3.2 2.3 3.0 39.0
U S West, Inc. 3.4 3.4 3.3 2.7 2.2 3.0 42.6

Average 3.9 3.6 3.1 3.0 2.2 3.2 35.6%

Notes: (1) The average investment horizon is calculated by dividing average
common shares outstanding by common shares traded.

(2) The percentage of instutional holdings is calculated dy dividing the
number of shares held by institutions by the number of shares outstanding.

Source of Information: Standard & Poor's Compustat Services, Inc., Telephone Compustat II
Standard & Poor's Stock Guide
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Commonwealth Telephone Company 
Dividend Payout Ratio (1)

Historical Comparison of the Proxy Group of Five Independent Operating Companies 
and the Proxy Group of Seven Regional Holding Companies 

for the Years 1987-1992, Inclusive and 1993 Spot

Year

Proxy Group of 
Five Indepentent 

Operating 
Companies (2)

Proxy Group of 
Seven Regional 

Holding 
Companies (2)

1993 (3) 66.9% 75.4%

1991 65.6% 100.8%

1990 52.6 76.0

1989 58.7 74.4

1988 52.8 62.7

1987 54.3 64.0

5 Year Average
1987-1991 56.8% 75.6%

Notes:

(1) Dividend payout ratio is computed by dividing the yearly reported dividends 
declared by the yearly income available for common equity.

(2) Arithmetic average of achieved results for all individual companies in the 

group.
(3) Spot 1992 dividend payout ratio is computed by dividing the current 

annualized DPS by the latest reported twelve months EPS.

Source of Information: Standard & Poor's Compustat Services, Inc.,
Telephone Compustat II 

Interactive Data Corporation
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Commonwealth Telephone Company 
Price-Earnings Multiples (1)

Historical Comparison of the Proxy Group of Five Independent Operating Companies 
and the Proxy Group of Seven Regional Holding Companies 

for the Years 1987-1991, Inclusive, and 1993 Spot

Proxy Group of Proxy Group of
Five Independent Seven Regional

Operating Holding
Year Companies (2) Companies (2)

1993 (3) 27.9x

i

16.2x

1991 28.8x 18.2x
1990 24.6 14.8
1989 39.2 14.5
1988 20.0 10.2
1987 14.7 10.9

5 Year Average
1987-1991 25.5x 13.7x

Notes:
(1) Price-Earnings Multiple = average yearly high-low market price ▼ reported 

earnings per share.
(2) Arithmetic average of achieved results for all individual companies in this 

group.
(3) Spot 1993 Price-Earnings Multiple * spot market price on 4-06-93 + latest 

reported twelve months earnings per share.

Source of Information: Standard & Poor's Compustat Services, Inc.,
Telephone Compustat II 

Interactive Data Corporation
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Illustration of the Impact
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on DCF Derived Common Equity Cost Rate 
of Assumed Constant and Non-Constant Price-Earnines Multiple

Stock Selling at Book
Stock Selling 
Above Book

Line
No.

Expected
Constant
Price-

Earnings
Multiple

Expected 
Increase 
in Price- 
Earnings 
Multiple

Expected
Constant
Price-

Earnings
Multiple

Expected 
Increase 
in Price- 
Earnings 
Multiple

1. Market Value at time of purchase $10.00 $10.00 $15.00 $15.00

2. Book Value at time of purchase $10.00 $10.00 $10.00; $10.00

3. Market-to-Book Ratio at time of 
purchase (Line 1 + Line 2) 100% 100% 150% 150%

4. Earnings per share $1.40 $1.40 $1.40 $1.40

5. Earnings book ratio (Line 4 + Line 2) 14.0% 14.0% 14.0% 14.0%

6. Dividends per share $0.90 $0.90 $0.90 $0.90

7. Dividends Payout Ratio (Line 6 + Line 4) 64.3% 64.3% 64.3% 64.3%

8. Retention Ratio (100% - Line 7) 35.7% 35.7% 35.7% 35.7%

9. Dividend Yield (Line 6 + Line 1) 9.0% 9.0% 6.0% 6.0%

10. Price-Earnings Multiple at time of 
purchase (Line 1 + Line 4) 7.14 7.14 10.71 10.71

11. Assumed expected price-earnings multiple 
at time of sale 7.14 7.25 10.71 11.00

12. Assumed earnings and dividend per share 
growth rate 5.0% 5.0% 5.0% 5.0%

Dividend Yield (A)
Growth in Value

9.0%
5.0 (B)

9.0%
6.6 (C)

6.0%
4.9 (D)

6.0%
7.8 (E)

Cost of common equity 14.0% 15.6% 10.9% 13.8%

(A) Dividend yield calculated on Line Number 9.
(B) The value of stock in the marketplace is expressed as a multiple of earnings. At the end 

of one year the earnings per share would be 1.40 x 1.05 (a 5% growth rate) or $1.47. If 
the price-earnings multiple is held constant at 7.14, the value of the stock would be 1.4/ 
x 7.14 or $10.50. If the purchase price was $10.00, the growth in value is $0.50. A 
$0.50 growth related to a $10.00 purchase price is 5.0%.

(C) If the $1.40 earnings per share grow by 5%, the resultant earnings per share is $1.47. If 
the price-earnings multiple is 7.25, up from 7.14, the market value is $10.66. If the 
purchase price was $10.00, the growth in value is $0.66. A $0.66 growth in value relative 
to a $10.00 purchase price is 6.6%.

(D) $1.47 x 10.71 = $15.74 - 15.00 - $0.74 -r $15.00 = 4.9%.
(E) $1.40 earnings per share x 1.05 — $1.47 x 11 price-earnings multiple - $16.17 less $15.00 

purchase price - $1.17 increase in value relative to a $15 purchase price - 7.8%.

Comment: For simplicity of illustration, the next period dividend and the time value of
money has not been taken into account.
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Commonwealth Telephone Company
Price-Earnings Multiples for Industrials and Public Utilities 

and Interest Rates at the Peaks and Troughs of 
the Business Cycle Since the Arab Oil Embargo

S&P
Official

Turning Points 
in Business Cycle

S&P
Industrial 
Index (1)

Public 
Utility 
Index (1)

Yield on 
'A' Public 
Util. Bonds

30-Year
Treasury

Bonds

Nov. 1973 (Peak) 14.OOx 9.03x 8.26% N/A '(2)

Mar. 1975 (Trough) 9.52 7.20 9.24 N/A (2)

Jan. 1980 (Peak) 7.94 7.01 11.80 10.60%

July 1980 (Trough) 8.01 7.54 11.35 10.24

July 1981 (Peak) 9.22 6.65 15.04 13.59

Nov. 1982 (Trough) 10.20 6.94 11.91 10.54

Aug. 25, 1987 24.21(4) 11.92 9.94 (5) 8.97

July 1990 (Peak) 17.09 13.40 9.83 8.50

Mar. 1991 (Trough) 18.23 14.80 9.57 8.29

Feb. 1993 27.05 17.54 8.58 7.09

Notes: (1) Previously called the S&P 400 Industrials and S&P 40 Public 
Utilities. As of April 6, 1988, S&P no longer uses a fixed number 
of industrial and utility companies.

(2) N/A - Not Available.
(3) Represents the yield on Treasury Issues with maturities of three to 

five years.
(4) Peak of Price-Earnings Multiple within the business cycle.
(5) For the week ended August 26, 1987.

Source of Information: National Bureau of Economic Research
Survey of Current Business. April 1991 
Standard & Poor*5 Security Price Index Record 
Standard & Poor's Bond Guide
Federal Reserve Bulletin
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Commonwealth Telephone Company 
Inadequacy of DCF Return Related to Book Value

Market Value Book Value

Per Share $150.00 $100.00

DCF Cost Rate (1) 10.00% 10.00%

Return in Dollars $ 15.00 $ 10.00
/

Dividends (2) S 9.75 $ 9.75

Growth in Dollars $ 5.25 $ 0.25

Return on Market Value 10.00% 6.67%(3)

Rate of Growth on Market Value 3.50%(4) 0.17%(5)

Notes:

(1) Comprised of 6.5% yield and 3.5% growth.

(2) $150.00 (3 6.5% yield = $9.75.

(3) $10.00 $150.00 market value - 6.67%.

(4) Expected rate of growth per market based DCF model.

(5) Actual rate of growth when DCF cost rate is applied to book value ($10.00 
possible earnings - $9.75 dividends - $0.25 for growth + $150.00 market 
value “ 0.17%).
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Goldman Study of ’80’s Stocks’ Rise Poses Major Riddle

HEARD
ONTHE
STREET

Hy Rik;i:k Oiwknstf.in
M.iM (.'i-fiin li-i i>| 'I ni: W.m iSi 111 :i;i Jiiuhnai.

NKW YORK - What nuikcs slock prices 

nseV
Musi people would say rising corporate 

i-iimmgs and falling interest rates. Rut 
Uanio Wigmore, a limited (lartner at Cold- 
man Sachs, may have just blown a hole 
ihrongh this most cherished of Wall Street 

cmivicllons.
In a jusl-publlshed statistical study on 

slock prices in (he 1980s, Mr. Wigmore 

finds that "only 25% of stock price growth 
las measured by the Standard & Poor's 
5no| can be attributed to earnings and in­

terest rates.”
These are the factors, Mr. Wigmore 

says, “that are emphasized In Wall Street 
models of stock price behavior." Yet ac­
cording to his straightforward methodol­
ogy. they seem to account for only about 
one-third of the 1980s' rise in the S&P.

For the rest, Mr. Wigmore looks to the 
effect of mergers and recapitalizations and 
the "considerable optimism" that pre­

vailed among analysts, leading them to err 
on the high side again and again when pre­
dicting corporate earnings.

Yet even counting these factors, Mr. 
Wigmore finds that 387. of the rise in the 

S&P is simply unaccounted for. "This is a 
rather large component of the decade’s re­
sults," the understated Mr. Wigmore ob­

serves.
This X factor, lie says, may be attrib­

utable to changing social attitudes, such us 
a willingness (o assume more risk, or a ris­
ing propensity to hold stocks. "Does it rep­
resent recovery from undervalued stock
prices In (he 1970s?____ or overvaluation"
In the 1980s?

There is "a great deal of room for ob­
servers lo see whatever they choose to 
see," he says. The disturbing element, Mr. 
Wigmore says, Is that his study seems to 
rule out fundamental corporate perform­
ance as the rationale for much of stock- 
price behavior.

Although markets are often erratic over 
brief’periods, over the span of a decade- 
at least in theory-one would expect prices 
to follow fundamentals. "This paper Is a 
slap at efficient market theory," Mr. Wig­
more adds. "In some respects, It's an ap­
peal (for a return) to fundamental

Fueling the Bull Market
Battle WiBniDre's list ol factors boosting the 
S&P 500 by 227% during Ihe 1980s, in percent

Lower
interest
rales

- Higher 
earnings

Overl] 
oplim 
earnings 
estimates

Stic

- Mergers

Unknown

Smti: Unit Wlgmart, CtUnta Suit t Ct.

analysis."
'Tm with him," says Robert Shlller, a 

Yale University economist who has read 
the report. "Something else was driving 
the market. It's something Intanglble-and 
this is what's puzzling to people."

Mr. Wigmore, formerly Goldman's gen­
eral partner In charge of regulated Indus­
tries, retired In 1988. Like other limited

partners, the 50-year-old Mr. Wigmore 
maintains an office at the firm, but his 
day-to-day activities are separate.

Steven Einhorn, co-chninnan of Gold­
man's investment policy committee, ac­
knowledges in a brief introduction to the 
Wigmore report Hint "some will disagree 
with Barrie's methodology and/or conclu­
sions.” Nonetheless, Goldman took the un­
usual step of publishing (he work of a lim­
ited partner under the imprimatur of Gold­
man Sachs investment Research, noting 
that "we found it interesting and some­

what startling."
In the week since the printing, Mr. Ein­

horn says Goldman has had "an enormous 
response" from salespeople seeking copies, 
lie adds that although the report takes a 
longer-term view than most Wall Street re­
search, "it has our full endorsement.”

The study assumes that a given per­
centage rise in earnlngs-or drop in 
rates-should move the Si-P index upward 
by a like proportion. The S&P 500 earnings 

rose bi% In the decade. Were stock prices 
merely reflecting earnings. Mr. Wigmore 
says, they, too, would have climbed 54%. 
But, In fact, the S&P Index surged 227%, 
lo 353.-to from 107.9L Thus, Mr. Wigmore
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Goldman Study of the Rise by Stocks in 1980s 
Clobbers Conventional Wisdom, Poses Riddle

HEARD 
ON THE 
STREET

Continued From Page Cl 
calculates, earnings accounted for only 
24% of Hie actual rise in stocks.

Similarly, Mr. Wigmore reasons that 
the drop in interest rates, as mea­
sured by the yield on 
iO-year U.S. Treas- 
urys, should have 
propelled slock 
prices by 25%; that 
would account for 
only 11% of the ac­
tual rise In stock 

prices.
Also, he found, 

companies that were 
acquired in mergers 
or recapitalized ac­
counted for 12% of 
ihe actual rise in the 
S&P. Further, he 
found, if stock prices had risen in line with 
analysts erpectafionsrather than the mere 
earnings, stocks would have risen an addi­

tional 15%.
"Analysts showed a tendency when 

earnings were disappointing to move their 
optimistic expectations a year forward," 
he says. Thus, companies by and large 
weren't "punished" for falling short.

As for the ‘X* factor, Mr. Wigmore 
shrugs off several common rationales. He 
doubts that the total amount of shares out­
standing shrank sufficiently to cause a 
scarcity of shares-especiaUy given that

companies going private usually soaked up 
(lie same amount of capital in the form of 
debt.

Although the financial news media was 
"replete with discussions of ‘asset values' 
in the 1980s," and many stocks rose on 
mere whispers of a takeover, he disputes 
that merger activity permanently raised 
stocks in general. By the end of 1969, he 
says, the high-stakes merger game "was 
pretty much washed up."

Slmllnrly, Mr. Wigmore finds that the 
S&P wasn’t distorted by a handful of new 
industries, such as technology. And he ar­
gues that, in the case of the S&P Indus­
trials, cash flow didn't grow much more 
than earnings; thus, "no extra growth was 
hidden by accounting practices." Finally, 
he says the time period in question is fair: 
"Both years 11979 and 19891 were preceded 
by prolonged economic and earnings 
growth, and there was considerable debate 
In both years about when a recession 

would begin. Return on equity for the S&P 
500 was 15.6% In 1979 and 15.6% In 
1989."

Mr. Wigmore, chary of trampling on the 
turf of Goldman's paid analysts, declines 

to make a market forecast for the 1990s. 
Yet his paper seems of a piece with a re­
port he wrote in 1989, documenting a de­
cline In the credit quality of junk bonds 
throughout the 1980s. Both reports Implic­
itly condemn the decade as speculative.

"You can't say whether the 1980s stock 
market overperformed because the '70s un­
derperformed, or because the 1980s were 
overly optimistic," Mr. Wigmore says. "It 
was probably both."
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UTILITY REGULATORY POLICY IN THE 
UNITED STATES 

AND CANADA

COMPILATION 1991-1992

OF THE

NATIONAL ASSOCIATION OF 
REGULATORY UTILITY COMMISSIONERS

Paul Rodgers
Administrative Director and 

General Counsel

Karon Bauer 
Editor
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TABLE 45 * AGENCY AUTHORITY OVER RATE OF RETURN

Agency Capital Method loenev avora in determinim rate of return Ouretion of
deter- structure «• m •• •• • • •« call protec-
mines is adjustec tion provision
rate of to exclude No ONE Dia- Coop- influences
return non-utility method count- arable Earn- Mid- Capital judgment in

AGENCY under its financing ALL are ed earn- ings/ point asset Risk determining
general when it is consid- cash Inga price W pricing prem* rate of
authority traceable ered flow test ratio roach model iun Other return

FCC X X X i/
FERC X X X X 10/ X 10/ X 10/ X 10/
ALABAMA PSC X X X
ALASKA PUC X X X Possible.
ARIZONA CC X X X 2/ /
ARKANSAS PSC X X
CALIFORNIA PUC X X v X V X X X X X Possible.
COLORADO PUC X X X 12/ X
CONNECTICUT OPUC X X X 2/ X
DELAWARE PSC X X 2/ X X X
D.C. PSC X X X
FLORIDA PSC X X 1/ X VGEORGIA PSC X X X It X X X 11/
HAUAU PUC 14/ X X X 2/ X X
IDAHO PUC X X X 3/ X 3/ X 3/
ILLINOIS CC X X X 2/ X X
INDIANA URC X X
IOUA UB X X 1/ X X X X 9/
KANSAS SCC X X X
KENTUCKY PSC X X X 2/ X X X X X
LOUISIANA PSC X X
MAINE PUC X X V X X X
MARYLAND PSC X X X X 9/
MASSACHUSETTS DPU X X X 7/ X 7/
MICHIGAN PSC X X 2/ X X X X X X
MINNESOTA PUC X X X
MISSISSIPPI PSC X X X X
MISSOURI PSC X X X
MONTANA PSC X X X X
NEBRASKA PSC 5/ X X X
NEVADA PSC X X X X X
NEU HAMPSHIRE PUC X X X Yes
NEW JERSEY BRC 14/ X X X X X X
NEV MEXICO PSC X X X 2/ X X
NEU MEXICO SCC X X X
NEU YORK PSC X X X X 10/ X
NORTH CAROtINA UC X X X V X X X X X
NORTH DAKOTA PSC X X
OHIO PUC X X X X 10/ X 10/ No decision.
OKLAHOMA CC X X X 2/ X X
OREGON PUC X X 1/ X X
PENNSYI VANIA PUC X X X ll X X X X X Mavbe. if soon
RHODE ISLAND PUC 14/ X X X X X X X X 4/
SOUTH CAROLINA PSC X X X X X X
SOUTH DAKOTA PUC X X X X
TENNESSEE PSC X X X X X X
TEXAS PUC X X X V X X X
TEXAS RC 6/ X X X It X X X
TEXAS UC X X X
UTAH PSC X X X
VERMONT PSB 14/ X X X X X
VIRGINIA SCC X X X VWASHINGTON UTC X X X
WEST VIRGINIA PSC X X X 2/ X X X X X
WISCONSIN PSC X X X 2/ X X X
WYOMING PSC X ICS X V X X X
PUERTO RICO PSC 14/ X X X
VIRGIN ISLANDS PSC X 1?/ X V X X X
CANADIAN RTC X X 2/ X X X
NATL ENERGY BOARD X X X 2/ X X X X X
ALBERTA PUB X X X 2/ X X X
NOVA SCOTIA PUB 14/ X X X 2/ X X X
ONTARIO EB 14/ X X X 2/ X X
ONTARIO TSC 14/ X X 2/ X X X X X
QUEBEC NGB X X 2/ X X
QUEBEC TB X X X 2L X

** For definitions of terms, please consult the Glossary of Terms at the back of this book. ICB=Case-by-Case Basis
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FOOTNOTES - TABLE 45 
AGENCY AUTHORITY OVER RATE OF RETURN

1/ Non-utility investment dollars are always excluded from rate base. Where non-utility investment is comparatively 
small, capital ratios are not adjusted. When non-utility investment is large, we usually remove non-utility investment 

from equity.
2/ Commission favors no single method, but rather that which produces the most reasonable results.
3/ All three methods used and accepted. In most cases more than one method has been introduced.
4/ It may use any method it desires especially in the case of a small company.
5/ No Commission regulation of electric or gas utilities. ;
6/ No Commission regulation of electric or telephone utilities.

7/ DCF is preferred, but Department approves other methods which check DCF result; risk spread analysis preferred 
by a slight margin. Financial condition of utility also given serious consideration.

8/ Individually considered according to standard criteria - utilize double leverage principle.

9/ DCF is preferred; all methods are considered including econometric modeling approach.
10/ No single method, however, discounted cash flow is frequently used.
11/ Discounted cash flow most often used, but risk premium method used also. Determined case by case.
12/ DCF has been the preferred method, but its results should be checked with other methods.
13/ Never an issue before this agency.
14/ Commission did not respond to request for update information; this data may not be current.

FJH-1
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Commonwealth Telephone Company 
Summary of Indicated Discounted Cash Flow Model Results

Proxy Group 
of Five 

Independent 
Operating 
Companies

Proxy Group 
of Seven Holding 
Distribution 
Companies

Discounted Cash Flow Model
Results Using Historical 
and Projected Growth in
Earnings and Dividends
Per Share (1) 11.0% 10.3%

Discounted Cash Flow Model
Results Using Only Projected 
Growth in Earnings and
Dividends Per Share (2) 12.0 10.5

Discounted Cash Flow Model
Results Using the New York
Public Service Commission
Staff Recommended Methodology(3) 13.9 11.2

Use 12.3% 10.7%

Notes: (1) From page 1 of Schedule 15
(2) From page 1 of Schedule 16
(3) From page 1 of Schedule 17
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Commonwealth Telephone Company

Discounted Cash Flow Model Using Historical and Projected
Growth in Earnings and Dividends Per Share Summary of Conclusion

Line

Proxy Group of
Five Independent

Proxy Group of 
Seven Regional

No. Operating Companies Holding Companies

1. Dividend Yield (1) 2.8% 5.0%

2. Dividend Growth
Component (2) 0.1 0.1

3. Yield 2.9 5.1

4. Growth in Earnings and 
Dividends Per Share (3) 8.1 5.2

5. Indicated Return Rate 11.0% 10.3%

Notes (1) From page 4 this Schedule.
(2) This reflects a growth rate component equal to one-half the 

average of the five-year historical and five-year projected growth 
rate in earnings and dividends per share (from page 5 of this 
Schedule) x line 1 to reflect the periodic payment of dividends 
(Gordon Model) as opposed to the continuous payment. Thus, 2.8% x 
(1/2 x 8.1%) = 0.1%.

(3) Conclusion of growth from page 5 of this Schedule.



Commonwealth Telephone Company 
Discounted Cash Flow Model Using Historical and 

Projected Growth in Earnings and Dividends Per Share 
for the Proxy Group of Five Independent Operating Companies

Line
No.

Century
Telephone
Enterprises

Cincinnati 
Bell, Inc.

Lincoln
Telecom.
Company

Rochester
Telephone

Corp.

Telephone 
& Data 

Systems. Ii

1. Dividend Yield (1) 1.1% 4.1% 3.7% 4.4% 0.9%

2 . Dividend Growth
Component (2) 0.1 0.2 0.1 0.1 0.0

3. Yield 1.2 4.3 3.8 4.5 0.9

4. Growth in Earnings and
Dividends Per Share (3) 10.2 8.2 7.2 4.1 10.6

5. Indicated Return Rate 11.4% 12.5% 11.0% 8.6% 11.5%

Notes: (1) From page 4 of this Schedule.
(2) This reflects a growth rate component equal to one-half the average of the five-year historical 

and five-year projected growth rate in earnings and dividends per share (from page 5 of this 
Schedule) x line 1 to reflect the periodic payment of dividends (Gordon Model) as opposed to the 
continuous payment. Thus, 1.1% x (1/2 x 10.2%) = 0.1%.

(3) Conclusion of growth from page 5 of this Schedule.
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Commonwealth Telephone Company 
Discounted Cash Flow Model Using Historical and 

Projected Growth in Earnings and Dividends Per Share 
for the Proxy Group of Seven Regional Holding Companies

Line
No . Ameritech

Bell
Atlantic 
Corp.

1. Dividend Yield (1) 5.0% 5.1%

2 . Dividend Growth
Component (2) 0.1 0.1

3. Yield 5 .1 5.2

4 . Growth in Earnings and 
Dividends Per Share (3) 5.9 5.3

5. Indicated Return Rate 11.0% 10.5%

Pacific
BellSouth 
Corn.

NYNEX 
Corp.

Telesis
Group

Southwestern 
Bell Corp.

U S West, 
Inc .

5.1% 5.4% 4.8% 4.1% 5.2%

0.1 0.1 0.1 0.1 0.1

5.2 5.5 4.9 4.2 5 . 3

4.4 4.4 5.5 5.6 5.1

9.6% 9.9% 10.4% 9.8% 10.4%

Notes (1) From page 4 of this Schedule.
(2) This reflects a growth rate component equal to one-half the average of the five-year historical 

and five-year projected growth rate in earnings and dividends per share (from page 5 of this 
Schedule) x line 1 to reflect the periodic payment of dividends (Gordon Model) as opposed to the 
continuous payment. Thus, 5.0% x (1/2 x 5.9%) = 0.1%.

(3) Conclusion of growth from page 5 of this Schedule.
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Commonwealch Telephone Company 
Discounted Cash Flow Model Using Historical and 

Projected Growth in Earnings and Dividends Per Share

Dividend Yield
Average of Average of Average of Average

Spot Last 3 Last 6 Last 12 Dividend

Proxy Group of Five
Independent Operating Companies

(4-06-93)(1) Months (2) Months (3) Months (4) Yield (5

Century Telephone Enterprises 1.0% 1.1% 1.1% 1.2% 1.1%
Cincinnati Bell, Inc. 3.6 4.0 4.4 4.5 4.1
Lincoln Telecommunications Co. 3.6 3.8 3.6 3.7 3.7
Rochester Telephone Corp. 4.1 4.2 4.4 4.7 4.4
Telephone & Data Systems, Inc. 0.9 0.9 0.9 0.9 0.9

2.6% 2.8% 2.9% 3.0% 2.8%

Proxy Group Seven
Regional Holding Companies
Ameritech 4.7% 4.9% 5.2% 5.3% 5.0%
Bell Atlantic Corp. 4.9 4.8 5.1 5.4 5.1
BellSouth Corp. 4.9 5.0 5.2 5.3 5.1
NYNEX Corporation 5.2 5.3 5.5 5.6 5.4
Pacific Telesis Group 4.5 4.7 4.9 5.0 4.8
Southwestern Bell Corp. 3.9 4.0 4 . 1 4.3 4.1
U S Wes t, Inc. 4.9 5.1 5.3 5.5 5.2

4.7% 4.8% 5.0% 5.2% 5.0%

Notes (1) The spot dividend yield is the current annualized dividend per share divided by the spot market 
price at 4-06-93.

(2) The average 3-month dividend yield was computed by relating the indicated annualized dividend rate
and market price on the last trading day of each of the three months ended March 31, 1993.

(3) The average 6-month dividend yield was computed by relating the indicated annualized dividend rate
and market price on the last trading day of each of the six months ended March 31, 1993.

(4) The 12-month dividend yield was computed by relating the indicated annualized dividend rate and 
market price on the last trading day of each of the twelve months ended March 31, 1993.

(5) Equal weight has been given to the 12-month average, 6-month average, 3-month and spot dividend 
yield. This provides recognition of current conditions, but does not place undue emphasis 
thereon.

Source of Information: Standard & Poor's Compustat Services, Inc.,
Interactive Data Corporation
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Cotnnonwealth Telephone Company 
Discounted Cash Flow Model using

Historical and Proiected Growth in Earnings and Dividends Per Share

1 2 3 4 5 6 7 8 9 10 11 12

Value Line Standard Average Average of Average of
Value Line Projected I/B/E/S Mean Deviation Projected Historical Historical
Historical 1989-'91 to Projected of all of All Five-Year and Projected and Projected Cone1usion
Five Year 1995-97 Five-Year Growth Growth EPS Growth EPS Growth OPS Growth of

Growth Rate(1) Growth Rate(1) Growth Rate(2) Rates Rates Rate(3) Rate(4) RatefS) Growth(6)
No. of

DPS EPS DPS EPS EPS Analysts 
(Mean)

Proxy Group of Five
Independent Operating Companies 
Century Telephone Enterprises 3.OX 9.5% 7.0% 28.0% 14.1% 13] 12.3% 9.6% 21.1% 15.3% 5.0% 10.2%
Cincinnati Bell, Inc. 12.5 8.5 5.0 6.5 6.6 15] 7.8 2.9 6.6 7.6 8.8 8.2
Lincoln Telecommunications Co. 7.0 9.0 6.5 6.5 5.5 [2] 6.9 1.3 6.0 7.5 6.8 7.2
Rochester Telephone Corp. 4.0 1.0 3.0 8.5 7.9 [7] 4.9 3.2 8.2 4.6 3.5 4.1
Telephone & Data Systems, Inc. 7.5 7.0 6.0 28.0 15.3 C2] 12.8 9.3 21.7 14.4 6.8 10.6
Average 6.8% 7.0% 5.5% 15.5% 9.9% 12.7% 9.9% 6.2% 8.1%

Standard Deviation 3.7% 3.5% 1.6% 11.4% 4.5%

Proxy Group Seven
Regional Holding Companies
Ameritech 8.0% 5.0% 5.0% 5.5% 5.7% C18] 5.8% 1.2% 5.6% 5.3% 6.5% 5.9%
Bell Atlantic Corp. 7.0 4.5 4.0 4.0 6.7 [20] 5.2 1.5 5.4 5.0 5.5 5.3
BellSouth Corp. 7.0 1.0 3.5 6.0 6.0 [20] 4.7 2.4 6.0 3.5 5.3 4.4
NYNEX Corporation 7.0 1.0 4.0 5.0 5.8 [15] 4.6 2.3 5.4 3.2 5.5 4.4
Pacific Telesis Group 7.0 4.5 4.5 5.0 6.2 [19] 5.4 1.1 5.6 5.1 5.8 5.5
Southwestern Bell Corp. 6.0 2.5 5.5 9.0 7.3 [15] 6.1 2.4 8.2 5.4 5.6 5.6
U S Uest, Inc. 7.0 1.0 4.5 9.5 6.0 [17] 5.6 3.2 7.8 4.4 5.8 5.1
Average 7.0% 2.8% 4.4% 6.3% 6.2% 6.3% 4.6% 5.7% 5.2%

Standard Deviation 0.6% 1.8% 0.7% 2.1% 0.6%

Notes:
(1) As shown on pages 8 through 19 of this Schedule. Historical growth rates are five-year compound growth rates. Stock turnover rates for the five years ended 1991 

based on shares traded and shares outstanding for the Proxy Group of Five Independent Telephone Companies and the Proxy Group Seven Regional Holding Companies were 
3.3 and 3.2 years, respectively (see Schedule 7). Thus, this indicates the propriety of five year compound growth rates since the approximate investors' holding 
period horizon is around five years.

(2) Compound growth rates in earnings per share are the only projected growth rates available from the I/B/E/S monthly summary.
(3) Average of Value Line Projected Growth Rate in EPS (column 4) and I/B/E/S Projected Growth Rate (column 5).
(4) Average of Value Line Historical Growth Rate in EPS (column 2) and Average Projected Five-Year Growth Rate in EPS (column 9).
(5) Average of Value Line Historical Growth Rate in OPS (column 1) and Average Projected Five-Year Growth Rate in OPS (column 3j.
(6) Equal weight given to historical and projected growth rates in earnings and dividends.

Source of Information: Value Line Investment Survey. January 15, 1993 and March 5, 1993
I/B/E/S Custom Report. March 18,1993
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Cornroonwealth Telephone Company
Nunber of Standard of Deviations from the Mean of Historical

and Projected Growth in Earnings and Dividends Per Share by Company

Humber of Standard Deviations from the Mean (1)

Value Line
Five Year Historical 

Growth Rate

Value Line Projected 
1989-91 to 1995-97 

Growth Rate

I/B/E/S Projected 
Five-Year

Growth Rate

Student's t-statisti< 
for 5 Observations < 

the 95% Level of 
Confidence

Proxy Group of Five
Indeoendent Ooeratina Comoanies

DPS EPS DPS EPS EPS

/

Century Telephone Enterprises 1.0 0.3 0.6 1.6 0.2 2.8
Cincinnati Bell, Inc. 1.6 0.2 1.0 0.4 0.4 2.8
Lincoln Telecocnnunications Co. 0.1 1.6 0.3 0.3 1.1 2.8
Rochester Telephone Corp. 0.3 1.2 0.6 1.1 0.9 2.8
Telephone & Data Systems, Inc.

Proxy Group Seven
Reoional Holdino Comoanies

0.6 0.6 0.7 1.6 0.3 2.8

Ameritech 1.8 0.7 0.7 0.3 0.1 2.8
Bell Atlantic Corp. 1.2 0.5 0.8 0.8 1.0 2.8
BellSouth Corp. 1.0 1.5 0.5 0.5 0.5 2.8
NYNEX Corporation 1.0 1.6 0.3 0.2 0.5 2.8
Pacific Telesis Group 1.5 0.8 0.8 0.4 0.7 2.8
Southwestern Bell Corp. 0.0 1.5 0.2 1.2 0.5 2.8
U S West, Inc. 0.4 1.4 0.3 1.2 0.1 2.8

Notes: (1) Nunber of standard deviations from the mean calculated using the following formula:

D = lx - El = 13.0 - 12.31
a 9.6

a - 1.0 (Century Telephone Enterprises, Inc. Value Line Five-Year Historic 
Growth Rate in DPS.)

Where:
D = The nunber of standard deviations from the mean 
x * suspected outlying growth rate 
E = mean of growth rates 
a = standard deviation of growth rates

Source of Information: Howard Balsley, Quantitative Research Methods for Business and Economics.
Random House, Inc., 1970, pp 296-297
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Number of Standard Deviations from the Mean (1)
Value Line Value Line Projected I/B/E/S Projected

Five Year Historical 1989-91 to 1995-97 Five-Year

Cocmtonwealth Telephone Company
Number of Standard of Deviations from the Mean Historical

and Projected Growth in Earnings and Dividends Per Share by Group

Growth Rate Growth Rate Growth Rate

OPS EPS DPS EPS EPS

Proxy Group of Five
Indeoendent Ooeratino Comoanies
Century Telephone Enterprises 1.0 0.7 0.9 1.1 0.9
Cincinnati Bell, Inc. 1.5 0.4 0.3 0.8 0.7
Lincoln Telecommunications Co. 0.1 0.6 0.6 0.8 1.0
Rochester Telephone Corp. 0.8 1.7 1.6 0.6 0.4
Telephone & Data Systems, Inc. 0.2 0.0 0.3 1.1 1.2

Student's t-statistic for 5
Observations at the 95%
Level of Confidence 2.8 2.6 2.8 2.8 2.8

Proxy Group Seven
Regional Holding Comoanies
Ameritech 1.7 1.2 0.9 0.4 0.8
Bell Atlantic Corp. 0.0 0.9 0.6 1.1 0.8
BelISouth Corp. 0.0 1.0 1.3 0.1 0.3
NYNEX Corporation 0.0 1.0 0.6 0.6 0.7
Pacific Telesis Group 0.0 0.9 0.1 0.6 0.0
Southwestern Bell Corp. 1.7 0.2 1.6 1.3 1.8
U S West, Inc. 0.0 1.0 0.1 1.5 0.3

Student's t-statistic for 7
Observations at the 95%
Level of Confidence 2.4 2.4 2.4 2.4 2.4

Notes: (1) Nunber of standard deviations from the mean calcultaed using the following ft

D = lx - xl = 13.0 - 6.8
a 3.7

a * 1.0 (Century Telephone Enterprises, Inc. Value Line Five-Year Historic 
Growth Rate in DPS.)

Where:
D = The nunber of standard deviations from the mean 
x = suspected outlying growth rate 
7 = mean of growth rates 
a = standard deviation of growth rates

Source of Information: Howard Salsley, Quantitative Research Methods for Business and Economics.
Random House, Inc., 1970, pp 296-297
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for 3-for-2 sroc* spit paid on 12/31/SZ)-

POSITION .'1990 .1991 .93032

Other •
Current Assets 
Accts Payable 
Debt Due ; 
Other i. 
Current Uab.- -. 
Rx Chg. Cov.

326
333
"653
133
37.5
31.9

11.6
49.7
■573
•18.4 
28.1 
29.6 

. 832 .--7871

H5
49.0

“553
33.1 

_11.1
78.6

■7S3

BUSINESS: Century Telephone Enterprises, ha, is an independ­
ent teleconuuticatm conpany, serving 397,500 customers in 14 
stales in (he Souh and MWnetH. Other operations indude redo 
paging and ceOular (15 rrilion POPs, 33 rrdfon to USAs, 61000 
subserbers). .Bt revenue breakdown: (siephone, 64%; cellular, 
14%; pagng 2% (second highest ceduiar exposure d any regulated

-telephone'ca). Acq. Universal Telephone ii ’89. Central Telephone 
d Ohio in ^ Bl deprsdaion rats: 6.6%. Est plant age 5 yean. 

.Has 2020 employees. 1440 stockholders. ESOP has 40% d 
'voting power; QAMCO Inrestors, 4% Chairman: Clarke Wirams, 
Sr.; PresidemCEO.: Glen F. Post III Incorporatad: LA. Address: 

- 520 Riverside Drive, Monroe. LA 7131. Tale.: 311381950a . -

252% 334% 351%

ANNUAL RATES 
ddHnge(p«ri$ 
Revenues 
"Cash Row” 
Earnings " 
Dividends 
Book Value

Past Past Eafd‘81‘91 
lOYra. STn. toW-TT* 

20% ■ 7.0% . 153%
. 4.0% 6.5% .17.5%

7.0% 93% 283%
4.0% .10% - •710% ' 

. 7.5% 115% 19.0%

Cal*
andar

QUARTERLY REVBA&StSrt) 
MarSI JunJO Seo30 Dec31

Full
Yew

1989 47.5 492 55.7 - 60.8 2132
1990 .60.4 60.7 628 64.9 2496
1991 64.7 •’691 •:. 724.-74.8- 281.0
1992 752. 892 ; 927 933 ISO
1993 903 70S - 710 120 429

Cal* EARMNGS PER SHARED ' Full
andar Mai31 JoilSO Sop30 Dec21 Yew
1989 .12 .12 .12 • .13 -.4

1990 .14 -.14 ..- >.16 .18 ..82
1991 .15 . - .18 21 ' •. 28 .60
1992 24 2? .33 1.15
1993 31 33 .37 39 1.40

Cal* QUARTERLY OMOBCS PAID (»• Fun
andar MarJI Juil30 Sep20 Dealt Yew
1989 Ml 368 ...tti .AU 27
1990 .07 .07 .07 .07 28
1991 .071 .071 .071 .071 ® 29
1992
1993

.073 .073 .073 .073 • 29

Century Telephone's ' earnings . mo­
mentum remains impressive* Century’s 
cellular .^operating profits are growing 
dramatically. A significant portion of this 
is due to the rollout of service in many of 
Century’s rural markets. The rural build­
up is increasing Century’s geographic cov­
erage. • Before, callers had to endure call 
dropoff once. they drove into an unbuilt 
service area..'Npw, on the same route, the 
connection ia' maintained. This brings in 
revenues with few additional costs besides 
transmitting the call. Another benefit of 
these new calling areas is, their locations,- 
which border on the older markets that 
Century . operates.' This -clustered geog­
raphic setup enables many expenses, in-, 
eluding call transmissions and marketing, 
to be shared between the!.adjacent mar­
kets. Finally, Century has .changed - the 
commission schedules for its outside sales 
force in order to retain a more profitable 
mix of customers. Based on the timing of 
Century’s cellular buildup, it's likely that 
these trends will continue to aid earnings 
in *93. And, going forward, . • -
Rapid earnings advances should be 
fueled by cellular' as well* Falling prices

for cellular phone equipment continue to 
be supported by technology and the manu­
facturing economies of scale that are gen­
erated by higher numbers of new cellular 
subscribers. These factors, along with the 
•increasing applications (such as , data 
transmission) that cellular has for busi­
ness users, should keep subscriber growth 
strong. Also, the new. pocket-size phones 
.will allow numbers to be assigned to cus­
tomers rather than'locations, thus ensur­
ing that customers can always be readied. 
Ibis increases the probability- of cellular 
eventually achieving mass-market-pene­
tration. And as revenues continue, to soar, 
margins should expand since many costs, 
sudi as overhead and depreciation, r are 
likely to stay about flat. ' ; r .
These shares merit our highest rank 
for Timeliness. There is the potential 
risk (slight,. in our opinion) 'that the cel­
lular industry’s growth prospects may be 
diminished at some point either by the 
•onset of new technology dr regulatory 
restrictions: However, at the stock’s cur­
rent quote, we feel this risk is worth tak­
ing.
Philip S. Midqueen January 15, 1993

A) Bared on prim sta. ou. tram sspm.. 
ufy-diL Wore sa. Nan mj. rpt ii oarty Feb. 

" i:'82 It ExcL ncExd extra, gain: '82 K 
(loss}: '83. (2£); 34. le

nonrecur. gams 
37, 128; 36. 34; 30.

5t 32 it (B) Next divd. mng. about Feb. 16. 
goes ex about Feb. 2a Oivd pay. dates about 
15th of Mar., June, Sept. Dec aoivd. reinvest, 
plan avad. (C) Ind. intang. In 31: $114.3 mil

i Ful diki- 
iadopt

* (H)AIJ
per sh. figs. adj. tor 34or-2 split paid 12/31/32

Factual matafiat M obtainad (ram aouraaa batavad to ba ratlabla, but tha piftbnar is not raoponsfeM lor any orrars or omtnaano conUMd horain. ___________________
For mo eonfidorrhal wo ot sufesofeora. Rtphntng. copying, and dbtrfcutnn by parmmion only. Copyright 1933 by Valua Uia PubHahing. Inc. S Rag. TM—VaJua Lina. mo.

/t Financial Strength '
StockeFrlce Stability 45
Price Growth Parslatance - 90
Earning* Predictability 85
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CINCINNATI BELL I
NYSE4SN

nca RsnizUce. )

SAFETY
fiali: 1 H^iest ft S LomsO 
BETA JO . ItJO-UsteQ 

iMMYPBflJKTBIB '
Anii'ITotal 

Prfco Gab) Ratun 
Hfh 35 (♦105%) 23% 
Lct 25 (♦45%) 14%

Inst dor DodsioRs
VAUJJASON 

bka 0 0 1 0 0 0 1 0 1
OMn 0 0 0 0 0 0 0 0.0
SM 0 0 0 0 0 0 0 0 0
institutional Dsdstons-

:s
tffW ww

10
20.

ton
25
22

LHigh
■0tm\

3£
30

Psmiht XO1 
ahana. ZD —

40
t3;4

RECBff 47 PRICE 11

5.2 5.4 7.1
4.1 4.4 5.3

7.3 »“t Babfia

2-for-

. ^

11.9 13.4 23.5 35.0 274 *: 25.4 20.9
6.8 9.7 10.6 204 18.6 }>: 17.9 15.4

M -1 «glB
IW

TTT »T-t
■ mi ■ ■ .1 ■ ■ i n it vi mm ram rrm 1111 rm t iw n s

. 2jpf; LasSL

HE A4 P /Trailng: 18J\ RELATIVE 4 0/1 MW * 70/ 
uno ^I.OVu^luj PIE RATIO 1.04 YID . 4.f 7o

GE
Zi

Bl»i «gtH

VALUE
LINE 756

........ . •

Other.
Current Assets 
Acds Payable 
Debt Due 
Other
Current Uab. 

Fix. Chg. Cov.

4.1
332.9

■3370
894

139.2
106.0

T35J

7.6
305.7

. 13.6.
366.2 _____

"3753 “5TO
123.3 99.6
172.8
119.3
im

ANNUAL RATES
ol<hanga(pa(tii)
Revenues
“Cashflow"
Earnings .
DMdends
Book Value

314% 224%
Past

ICYri 
13.0% 16.5% 
10.0% 11.5%

. 6.0% 6.5%
9.0% 12.5% 
6.0% 10.5%

193.0
998

■5553

246%
Put Effd ,89>’91 
SYn. toW-ffT 

8.5% 
7.0% 
6M% 
5.0% 
2.5%

Cat- QUARTERLY REVENUES (S aril) ° Fun
tnder MsrJI Juit.30 SeoJO Dec21 Year
1981 222.5 227.4 223.3 226.8 900.0
1990 221.3 245.4 263.2 283.0 1012.9
1991 274.7 256.3 2852. 271.8 1088.0
1992 297.9 275.4 277.9 2715 1125
1993 290 295 305 310 1200

Cat- EARNNGS PER SHARE* Full
endar Mir.31 JunJO SepJO Dec, 31 Year
1989 .39 .38 .37 .36 1.5A
1990 .29 .38 .37 .40 1.44
1991 24 .11 29 .36 1.00
1992 .22 .16 .19 .75 .75
1993 .19 23 25 27 .95

Cal- QUARTERLY DIVIDENDS PAID I Puli
endar Msr.31 JunJO Sep.30 Dec.31 Yesr
1969 .14 .17 .17 .1? .65
1990 .17 .19 .19 .19 ' .74
1991 .19 .20 .20 .20 .79
1992 .20 20 .20 .20 .80
1993

(A) Primary earnings. Next earnings report due 
ate Jan. Excludes non-recurring charge: 91, 
37e; extraordinary charge: ‘92.36 

leno meeting

1976 1977 iWi\ 1979 ‘igaff’ 1&1 16621 1963 19641 1987 1988 1989 1990 1991 19921 1993 ^ VALUE IK PUL, IHC 95-97

157 
' -.86 

.35 
20

419
1.03
.55
22

'■ 4.62 
122 
X6

I1-’ 27

- 4.81 
'124 
'.65 

: 20

' 4J1 
; 1.15 

53 
22

- 104 
1.19
32
33

526 
: 132 

83 
. .34

586 
• 186 

’ .66 
' 35

162 
- 1.69 

.72 
37

697
181

.78

.42

7.48
1.77
.69
.44

‘ 091 
254 
1.00 
.48

11.67 
' 117 

1.31 
86

1602
"336

180
.68

16.62! 
' 117; 

1.44: 
.76!

17.66 
297 

• 1.00 
.80

}&IS 
295 

" .75 

.60

1663
140

' 05 
.80

Revetwsspersh0 ' 
“Cash flow" per sh:' 

Earning*persh* - 
Dh/'dsOeeTdpersh^

2735
4J5
100
1O0

1.01
138

121
170

- 1.43 
' 4.09

1.54
4.40

‘ 152 
' 455

134 
. 4.65

1.04
477

.66
5.10

•• 89 
' 5.53

1.51
690

1.19
643

1.36
7.02

1.71
174

119 
- 982

326
1046

262
9.44

2SB
940

240
245

Capl Spending per sit 
Book Value per sh*

285 
. n.jy

5114 57.79 “aol 6229 6630 7088 7526 - 7110 67.61 66.96 6664 $194 .6221 59.90 60.941 61.60 6200 61.00 1 Common ShsOutsfe6 61.00
• 7.6 
' .97 

7.5%

6.1
.80

6.6%

-S!

’ 7.3%

S.6 
’ J1 

8.4%

63
.64

9.4%

6.4 
'' • .78 

9.9%

19
.76

.92%

7.0
89

7.6%

67
- .62 

7.7%

7.7 
• .63 

. 7.1%

10.9 
" .74
45%

113 
' .80
4.0%

'118 
!/ .98

16%

161 
■ 137 
25%

1621
120

33%

21.4
1.36

3.7%

■ 233 
1.40 

46%

<
AvgAnnl P/E Ratio 
Relative P/E Ratio 
AvaAnnlDtv’d YWd

763
125

33%

CAPITAL STRUCTURE as el 9/38/92
Total Debt $544.0 rriH DuelnSYrs COO.Omil
LT Debt $351.0 nit LTInterest $3£.0rnil 
Indudes $33.9 captafeed leases 
(LT ftterest coverage; 38x; Total interest 
coverage: 32x}
Pension Liability None -.
Pfd stock $60.0 mH - Pfd. Dhr. $4.4 mSL :
1.6 nrilon shares d 72S% cumulative voting 
preferred convertible irto 2 shares dcomrron. - 
Callable beginning 7122/93 at $39.38/sh. Subject to 
mandattry redemption 7/22/98 (privatety placed).

CommoRStocfc61.S22.789shares '"

CURRENTPOSmON 1990 1991 9/30*2
• AilU-1 ~ -........................

3S7.4
40.5

4282
49.6

447.4
414

4669
518

4926
562

6338
J44

736.4
643

9000 
‘ 944

10129
91.0

1066.0
65.7

1125
510

■ 1X0 
650

Revenue ($mfll)° . 
Net Profit KmO)

. 7650 
- • 720

37.4%
10.2%

41.7%
11.6%

39.0%
106%

39.4%
11.1%

403%
11.6%

34.3%
&%

267%
11.4%

26.0%
103%

31.4%
.9.0%

35.5%
6.0%

310%
45%

320%
6.4%

In come Tax Rats- 
Net Profit (largin ' -

320%
73%

310%
61.7%

363% 
632% <

361%
619%

34.7%
653%

312%
668%

“JiST

56.4%
372%
628%

36.6%
61.4%

40.6%
59.4%

41.0%
533%

370%
570%

415%
530%

Long-Term D«bt Ratio 
Common Equity Ratio

375%
■ 575%

582.5
772.0

5692 
74981

565.0
742.0

6058
7561

6314
775.6

7611
839.1

666.4
624.1

9383
6943

10767
9815

10868
1030.7

1020
70S

m
. 1050

Total Capital ffmiD) ' 
Net Piant ($mll) -

1200
1033

15%
10.9%
10.9%

10.0%
132%
13.1%

101%
129%
129%

101%
111%
111%

104%
118%
118%

93%
14.3%
14.3%

10.9%
169%
162%

11.4%
16.4%
15.6%

10.1%
142%
13.6%

7.9%
102%

•103%

70%
80%
80%

75%
100%
100%

% Earned Total Capl - 
% Earned Net Worth 
% Earned Comm Equity

720%
160%
185%

19%
65%

62%
53%

63%
51%

6.0%
54%

69%
50%

7.5%
48%

9.0%
42%

68%
46%

6.6%
• 54%

21%
81%

NUF
106%

15%
85%

%RatalnedtoCommEq
%AnDiv'dstoNstPref

80%
54%

Target Pries Range 
1995 1996 1997

Shadedi 
- .truncate
r receaetone

-60
-60 
•50 
• 40 
-32
-24
•20
-.16

•12 
-10 
: a
; t
.4

BUSINESS: Cincinnati Bell Inc, supples telephone senice to Cin­
cinnati and adjacent counties In Kentucky, Indiana, and Olio. ' 
Serves *out 820,000 access ines.' Unregulated operations are 
mainly n telemarketing services, information services, and softwwe 
related to tetocormiunications. 100% erf switching is electronic 
1991 revenue brefttdown: bxai service, 33%; network access.

11%; tol service, 3%; other, 53% 1991 depredation rate: 8.1% 
Estimated plant age: 6 years. Acquired Auxton Computer Enter­
prises 5187; Vanguard Technologies 7/88. Has about 11,500 em­
ployees, 22244 shareholders. Chairman & Chief Executive Officer 
Dwight H. Httbarti. Incorporated: Ohio Address; 201 East Fourth 
Street, Cincrnatj, Ohio 45201. Telephone: 513-397-9900.

Cincinnati Bell is restructuring its op­
erations once' again. The company plans
to eliminate an additional 380 employees, 
on top of the 1,400 employees that nave 
left since June, 1991. The total charge to
earnings in the fourth quarter is expected 
to be about 20# a share, part of which re* 
suits from costs associated with the IRS* 
refusal to renew its contract with Cindn* 
nati Bell Information Services (CBIS). 
(This charge, along with an additional 
charge of 4# a share related to early retire* 
ment of debt, is excluded from ouf. es­
timates.) The restructuring should save 
the company about 13# a share annually, 
starting in the second quarter of *93.
The uformation services segment 
should provide the impetus for long* 
term growth. CBIS is developing an 
open-architecture platform for wireline 
and cellular communications companies. 
Instead of working from scratch to develop 
tailored systems for each individual client, 
the platform will dramatically cut 
customization time and expense, thereby 
making it very marketable. Although de­
velopment costs are putting a drag on cur­
rent earnings, the project should start

producing profits in 1994. Meanwhile, Cin* 
cinnati Bell’s telemarketing unit, Matrixx 
Marketing, continues to do well domesti­
cally. Its French unit has been generating 
operating losses, however, due to the slug­
gish European economy. But it appears 
that'the worst is over, and we expect this 
unit to break even by the middle of 1993.. 
Slow growth continues at the tele* 
phone segment. Access lines increased 
1.9% in the third quarter over last year’s 
level, the best gain since the first quarter 
of 1991. The new restructuring plan 
should further reduce Cincinnati Bell .Tel­
ephone’s costs to offset increased deprecia­
tion expense, and new CLASS services 
(such as Caller ID) are now offered to 60% 
of the company’s Ohio customers. These 
new services should be a good source of in­
cremental revenue in 1993.
Long-term investors might find ap­
peal in this turnaround situation. Al­
though this issue is ranked to underper- 
form the year-ahead market and we expect 
only a partial earnings recovery in 1993, 
total return potential out to 1995-97 ap­
pears to be above average.
Jeffrey M. Bagley January 15, 1993

dates: Feb. 1. May 1, Aug. 1, Nov. 1.
■ Dividend reinvestment plan available 
(C) In ntiSons, adjusted lor stock splits

(D) Revenues indude non-regulated operations 
as of 1967. (E) Includes rtangtoles: in 91, 
$2429 ntibon, $3.94/share.

(B) Next dividerai meeting about March 1. (C) in moons, adjusted lor siodt spits. Earning
Ftctual mai*nal b obtained from oourcos bofovod to bo nliiblo, but tho publisher it not responsbl* lor any arrort or omissions containad harain. L 
Forth# confidanoat usa of subserfcars Rap Anting, copying, and dstrfeution by parmssion only. Copyright 1993 by Value Uno Publishing. Inc. 9 Reg TM—Value

Company’s Financial Strength A
Stock's Price Stability 60
Price Growth Persistence 70
Earnings Predictability' 75

Late. Inc.
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LINCOLN TELECOM.
nsssjJt5aser)l~,‘
SAFETY. 3
(Scale t tfitfwstloSLswesq 

BETA .90 (i.oo-Uaikst) 
PROJECTIONS—

Ann'l Total
Prieo Gala Ratum 

{10 35 (+45% 13%Gm 25 (+5%f 5%

Insidar Dads Iona
AUJJA80ND 

MBur 0 0 1 1 0 0 0 1 0 
opum 000000000 
MM 000000000

Institution*! Decisions
iQ-B am xth

MSVT .12....H 12
MSil 20 . 17
ttiXm 6631 - 6626 - .6324
1976 1977 1978 1979

adaraa 10- 
trMM It —

inavfmaanipiiimmnimiiiifi nwiaanmurain'

1982i 1983 1984 1965 1986 1987 19881 1989 1990 19911 1992 19931"TOmCToej 95*97

211 222 292 276 9.61 282 11.071 1028 10.45 1072 na 11.45 Revenue per sh fli
241 255 277 268 266 277 321 118 322 141 178 190 "Cash now* per sh 4J
78 79 J9 .66 1.11 122 1.49 1.49 1.47 1.66 1.79 1.85 Earnings per shA 27
.49 ■ JO .53 .55 .55 .59, .67 .74 .74 .60 .86 SI Div’ds Oecfd psrsh ■ ■ 1.1

222; 1.85 1.46 1.79, 1.67 1.69 | 1.62 206 213 203 t70 ZOO Capl Spending per sh 22
.6.03 225 6.78 7.02, 7.54 212l 8.56 230: 10.011 1062 1125 1130 Book Value per sh 1SS
15.92 1628 1628 16.601 1260 17.34, 1249 16.49 . 16.47 1245 f&ro; 1190 Common ShsOutsfa6 Ilf

6.61 23 28 9.6 101 10.1 ! 105 17.61 llti 14.5 13.5 AvgAnnl P/E Ratio 12
.75 .70 .63 .78 ' .68 .68 .87 123, 1241 .83 .61 Rttattn P/E Ratio IX

23* 7.6* 7.9* 6.6* 49* 4.7* 42* 28* 1 28*1 3.3* 18* AvgAnnl DlVdYWd SSI

129.1 1329 145.3 145.4 159.4 1702 1826 169.6 1721 178.3 1762 190 Revenues ($mSI) 20
121 13.5 16.9 152 19.0 21.7 25.5 221 247 27.8 29.6 90S Net Profit ({mi) 35..

402% 37.4* 39.2* 328% 41.1% 1 321* 301* 311% 325* 37.7* JUX 95S% income Tax Rate 3529
102* 10.1% 11.6% 10.4% 11.9* 1 127* 140* 14.6* 144* 15.8* 108* KS% Net Profit Margin list
41.0* 425% 401* 323% 323* 29J* 229* 25.4* 312* 302* 1 282% 252% Long-Term Debt Ratio 77.05
521% 522* 54.9* 529* 59.2* ' 622% 67.0* 70.8* 618* 67.0* 1 705% 718% Common Eoultv Ratio 8725
180.9 195.0 201.3 204.7 211.5 2125 211.3 216.7 2523 2655 278 280 Total Capital ($miU) 371
2423 244.7 240.5 2392 239.8 2412 236.6 244.8 2503 2514 268 268 Net Plant ($mBD '25:
9.0% 26% 100% 9.1* 107* 11.9* 113* 126* 102* 11.8% 125% 725% X Earned Total Cap'l 7255

123* 121* 14.0* 120% 141* 14.5* 17.0* 155* 142% 15.0% 110% 141% * Earned Net Worth >1591
129* 126% 14.7* 124* 146* 15.0* 17.6* 16.0* 14.7% 15.4* 1SS% 115% % Earned Comm Eauftv >4.05
46% 4.6* 27* 4.6% 7.3* 76* 28* 82* 72* 01% 10% 7S% * Retained to Conun Eq ' 72%

67* 65% 56* 65% 52* 49* 45% 50* 51% 48* '48% 49% XAIIDiv'dstoNetProf 49%

,0M. OTC-ltec *
[KENT
race

24 Pit c
funo 1

A 4 /Tniliftg:113\ 
0.1 \mucm)

REA7TVE A 7Q 
P/E RATIO U./9

m
YU)

00C
O Vo VALUE

LINE
190

ijHIgh:
SiLbw:

62
45

sov-as
44

7.0
S.9

7.4
5.7

ii.i
72

13.8
9.2

14.5
10.1

16.3
13.0

34.6
17.1

33.5
tftS;

29.3 
a 21-0

, 28.5 
21.3

Target 
1995 j

I Pries I 
1996

Rai
1<

" ___14
SSW: — - ~ J

. _ _ _oivio+a' « ftCM
lit

-7%! hill ft1
n.
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—
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i ereM
-

Perearir m - 4—r
_ -

l4r H— 4-1—
• i, r receesione I

Options: None

512 
1.42 

' .50 

-2*

4.48
1^8

.SO
J8

103
1.48
it

’.29

111
1.6S

.70
.33

7.00
Mt

.62
37

7.60 
225 
39 

- .45
2.61
401

1.97
413

1.71
445

203
4.63

202
528

233
170

11.61 1463 14.92 15.31 15.69 15.92
6.7 

' .66 

7.2*

6.6

6.2*

65
.69

7.3*

72
•1.04
6.6%

5.9
.78

7.7*

62
.77

8.1*
CAPITAL STRUCTURE as d 9/30^2

Total Dahl $101.6 mil 0ualn 5Yn$523ird.

LTDabt$78.9mOL 'L LT Interast$7.9 mil.-

(LT hterest earned: 7. lx; total intetest' 
covwaga: 6.5x)

Ptnsion Liability None '

Pfd Stock $4.5 mil Pld Otv’d $.2 rril ' ':;

Commofl Stock 16.267.1S6 shs:

CURRENT POSITION 1990
CaTJ&ts

Othar • •
Cunoflt Assets 
Accts Payable 
Debt Due . .

1991 9/3tm

Current liab. 
FucChoCov.

Revenues ... 
“Cash Row” 
Earnings • 
Dhridaras ' s>. 
Book Value

63.3 36.2 . 43.1
27.2 27.3 32.1

- TSOI ■ 63.5 J!i

........132 •13.0 ■ -202
. 13.4 21.6 227

14.4 1S.8 ' • 19.1
. 4i.fi -50.4 . fii?
551% 607% 475%

Past Past Esfd'Sg-'SI
10 Yn !Yr& .to95-'97 .
.4.5% 3.0% 4.0% .
5.0% 3.5% 6.0% -

:>6.5% 9.0% 6.5% '
7.0% 7.0% 6.5%
6.5% 7.0% • '8.5%

BUSINESS: Lincoln TetecomnuricatiorB Company, formed in 
1981, is a holding company whose phndpai subsidiary. Liwoln 
Telephone & Telegraph Ca, provides local and long (Usance serv­
ice to 22 contiguous counties in southeastern Nebraska. Other op­
erators indude rnterexchange service, tetocorm equipment <&- 
trbutkn and answering services Has 233,778 access lines Si

deprec. rate: 6.6%. Labor costs: 31* of revenues. Est’d plant age: 
6 years. Has approx. 1,459 employees; 7,685 common shrhldrs In­
siders own 220* of conrnon; Gabeii Group Inc and Ganco In­
vestors Inc, S.6%; US Trust Company of New York, 8.4%. 
Chairman. President & C.E.O.: J.E. GeisL Inc: Nebraska. Address: 
1440 M Street Uncoki, Nebraska 68508. Tel: 402-474-2211.

Cal­
endar

QUARTERLY REVENUES ($ oHL) 
UarJI Jun20 Seo20 Dec21

Puti
Year

1989 412 .41.7 . 427 ^ 43.9 169.6
1990 426 .-; '43.6 < 429 43.0 1721
1991 ■ 429 ; 43.5 U.1 . 45.9 176.3
1992 .42 6 43.4 ..44.5 45.5 1762
1193 44.0 45.0 45.0 45.0 780

Cel* EARMNGS PER SHARE A - Full
•ndar UilSI JurtSO Sep20 Dec21 Yesr
1969 .. v33 iir»i37 -jr.39 — .40 .1.49
1990 ,.J6 .,37 -;,.39 .36 1.47
1991 '.J3i f..M . .AS ,.44 1.66
1992 ‘JJ>rAi. .52 .49 1.79
1993 ■S9 S3 .49 1.85

Cal- QUARIEKLY DMDBiDS PAID^ Pull
•ndar Mar41 .Jun30 Sep^O Dec.31 Yaw
1999 .17..,,.195 ..185 .185 ,73
1990 ,.165... ,195 .185 .185 .74
1991 .195 .SO ’20 .20 .79
1992
1993

20 20 ^2 ^2
22 '

.84

' . INDUSTkYj Telecom. Senrices

Steady population*! and business 
growth should continue to push Lin* 
rain Telecommunication's earnings 
upward. The Nebraska population is 
inching higher at an annual rata' of about 
1.5%, supporting a slow expansion in line 
count.'Also, 'with an acceleration in the lo­
cal ecbnbmv and a surge in the use of cel- 

telephones, revenues from business 
account will likely grow at a 9%-10% rate. 
We also expect improvements' in produc­
tivity' as Lincoln digitizes its lines.. Earn­
ings over the coming. 3 to 5 years should 
increased slightly faster than tee estimated 
4% annua] improvements in revenues. • 
But, 'recent rate adjustments by the 
Nebraska Public Service Commission 
could slow growth slightly over the 
coming yeax>. In 1991, the Commission 
ordered a change in Lincoln’s billing struc­
ture, increasing rates for local services and 
decreasing long-distance , rates. The 
changes were designed to be revenue- 
neutral. This order was intended to bring 
Lincoln’s revenue streams better in line 
with thejr costs, arid thereby improve the

company’s competitive position with 
respect to independent long-distance carri­
ers. However, because the changes boosted 
Lincoln’s revenues in 1993, the Commis­
sion recently issued a partial reversal of 
its initial order.
Non-pension retirement cost account­
ing could also slow earnings growth. 
A new accounting rule requires Lincoln to 
accrue rather than expense non-pension 
retirement benefits, starting this year. We 
expect tiie. company to. amortize the re­
sultant transition obligation over 20 years. 
This would add an estimated $3 million to 
annual expenses, reducing . earnings . per 
share by 110. However, because this ac­
crual would be a non-cash charge, it is un­
likely that it would. diminish Lincoln’s 
willingness to increase its annual divi­
dend.
These shares are ranked to keep pace 
with the market over the coming six 
to 12 months. Through 1995-97, though 
we expect improvements in Lincoln’s earn­
ings and diviaend payout will support only 
a below-average total return for these 
shares.
John Peter Dowd March 5, 1993

dales: 10tn of January, April. July, October.
■ Dividend reinvestment plan available (O In 
(rilions, adjusted for siodt splits.

A) Based on average shares outstanding, 
tad earrings report due late April (B) Next 

divtfend meeting about Mar. 20. Goes ex 
abal Mar. 26. Approximate dividend payment ,
Fecft** m+'+™1 Is etnaewd from soureas bekavodto b» rotiibM, faKfre pUtMt+r « not rosponsMIo for any •nor* or omissions eontamod har+in.
For If* cor»nl*nOal of siAscrfcars. FWpnnliftg. copying, and dstrfcutwi byp+rm*ston only. Copyngrt 1993 by Valua Una Publishing. Inc (4 flag. TM—Valua Lina. Inc

Company's Financial Strength B++
Stock's Price Stability ' 60
Price Growth Persistence 85
Earnings Predictability 95
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ROCHESTER TEL. nyse^tc

3
- -

SAFETY 1 "*-«
(Sola: 1 Mtywa to $ IsMsi)
BETA .85 (i.oo'.Mirtot)

. liis-iy PROJECTIONS—
Am'IToUI

Pric* Gaia Rtfum 
Hgh 55 4-50% 14%
Imr 45 *30% 9%
Insidar Oadtfens • • - 

.HAUJJASON 
MM 0 0 0 2 1110 0 
Oplm 000000000 
MM 0 0 0 0 0 0 0 0 0 
Institutional OaeWons ~ 

lot? ■■ xnt as
Mtor'. 29 28 '" 05
MM 43.'..'38'-: 27 
HftitMl 9019 812S 8379

•High:
Stow:

145
9.4

ParoMit' 8.0 • 
Mans 4.0' 
tradad 2,0* SBE

REcea
PRICE - 37

::i&s 16.8
18.5

200 k DMderba p th 
-flMag ibvlnwiwiRMa

t

168
13.8

Etl

21.1
16.1

26.0 24.9 25.7 456 4}i5: g 34.0 358
18.0 18.5 20.3 25.7 24.8 s 26 0 29.1

2-tof- i »oa>

m

| rtalhwF fcadfewi sjQi

PfE 67 4 /TrARi>j:113\ RELATIVE i ft7 WTO . A 00/ 
RJCIO I/,] VlM«: 11.0/ KRATIO \Aj( YIO : 4.0/C

S5i

5 UliuTinQi

VALUE

LINE
766

ailnulil

Targal Prica Rang*
1995 1996 1997

Shad ad i 
indlesta 

. tacaattana

-.100 
- 80
- 64

- 48
- 40
- 32

- 24
- 20 
- 16 
- 12

- 8 
- 6

Options: Non#
»VALUE US PUB, INC>|'g571976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993

7.44
'23

.89

.47

6.10
240

.96

.53

8.66 
252 

•'1.16 
•- .71

' 8.81 
*• 272 

' 127 
•.80

10.38 
k 288

1.40
; is

11.93 
• 321 

1.67 
25

1269
3.14
1.58
1.04

1425 
r 328 
' 1.70 

• 1.10

17.56 
' 182 

1.89 
•1.16

1283
433
1.94
124

19.48
•' 427 

1.77 
1.29

2021
448
1.85 

- 1.33

20.66
4.83
211
1.36

2227
456
158
1.43

20.72
4.43
1.72
1.47

2209
485
1.84
1.51

ats
' 5.40 
' 205 
: 1.55

2175
175
225
10

RavNtMsptrsii ;;. 
■Cuh now* par »h 
Eamiagsparsb* ' 
Dhr*dsDa^dparrt *1

2725
115
100
175

1.77
7.83

1.83
135

1.43
6.99

1.49
9.60

208
1021

266
1028

124
11.50

152
1212

323
1285

106
1157

467
1400

426
1426

4.46
1452

4.15
1163

3.67
15.44

132
17.73

170
1185

295
1155

Capl Sptflding par*# 
Boofc Valua part# 
Common StaOutsfa8

255
2250

1128 1128 1190 19.47 19.88 20.15 20.30 20.37 20.41 20.41 20.57 21.73 2295 2524 2196 31.84 3115 070 000
-7.7

.99
18%

.82
1.07

6.6%

7.4
1.01

13%

7.3
1.06

8.5%'

6.7
.69

9.2%

6.9 
' 24 
82%

12
20

10%

9.1
.77

7.1%

10 
' .74 

7.7%

9.5
.77

6.7%

126 
'• .85
18%

11.9
.80

11%

11.0 
- 21 
19%

110
1.36

4.0%

114
127

4.6%

16.3
1.04

5.0%

T15
95

4.9%

AvgAtml P/E Ratio 
Raiativa P/E Ratio 
AvgAnnlDtVdVMd

110
195

17%

CAPITAL STRUCTURE aa of 9/30/92 
Total Oabt S589.4 rriEL DuoinSYn$616ndL 
IT Dabt 6567.0 mil LTIntarast$46.6mi[ , 
Ind 313 rriL 1146% debs., cv. imo'47.4 shs. a 
$21,075 each after 10/26/91 _ - 
(Total interest coverage 3.lx)
Laesaa, UncapHaUzad Annuai rentals $16.3 miL

PeneionLlabilltyNone'.,' .. v-., .

Pfd Stock $228 mat P(d Oty'd $12 mil c

Common Stock 33,316,598 shs.
at of 10/31/92 '.-r-;

257.5
33.6

2902
36.0

358.3
392

4042
41.1

400.7
316

4392
415

478.6
49.6

5620 
‘ 51.5

6010 
• 49.7

7013
57.5

795
689

a
759

420%
110%

45.5%
124%

47.1%
11.1%

44.0%
111%

414%
m

412%
-92%

317%
10.4%

326%
92%

37.3%
6.3%

372%
82%

05%
15%

389%
91%

Revenues ($m IB) 
Net Profit (RnSI)

575
106

income Tax Rata 
Nat Pra« March

05%
109%

312%
511%

35.4%
592%

34.6%
60.1%

372%
57.4%

319%
514%

43.4%
528%

40.7%
519%

44.8%
522%

43.5%
532%

502%
472%

415%
520%

410%
510%

401.6
405.8

417.0
4142

436.1
449.4

4829
528.6

493.0
5782

587.4
6321

600.1
666.0

755.4
7517

634.7
8514

1179
10119

>2f0
1050

1245
1150

Long-Tana Dabt Ratio 
Common Equity Ratio

00%
610%

Total Capital ($miD) 
Nat Plant (Smlfl -

m
1300

9.6%
111%
119%

9.9%
13.4%
14.1%

113%
14.0%
14.7%

9.7%
117%
14.4%

19%
11.6%
123%

6.6%
125%
110%

19%
119%
14.5%

62%
123%
127%

7.7%
10.9%
102%

6.7% 
' 9.8% 
102%

79%
109%
119%

89%
119%
119%

% Earned Total Cap'!
% Earned Nat Worth 
%Eamad Comm Equity

109%
139%
115%

CURRENT POSmON 1990 
CasH&ts 

Other .
Current Assets 
Acos Payable 
Debt Due - 
Other
Current Uab.'"
Fix. Chg. Cov.

21.0 
154.5
T753

77.5
67.0
54.0

7553

1991 9/30/92 
. 42.6

163.2 
.■5052 
... 101.1

• 12.3
• 71.9
"i553

4.9%
66%

5.1%
69%

17%
62%

5.3%
64%

11%
76%

3.6%
•73%

14%
64%

18%
71%

1.6%
66%

12%
81%

29%
77%

39% 
‘ 72%

%R*tainodtoCommEq 
% AD Dirts to Nat Prof

59%
59%

472
166.9
2747

95.4
22.4 
58.3

T757

BUSINESS: Rochester Telephone Corp. servbs Rochester 1 other 
areas of NY. parts of 15 other states through'-acquired 1 mostly 
rural telephone cos. (about 69% of *91 revs., 89% of op. he.). Other 
revs, derived from unregulated ops. hd. regional hng-distance, 
network systems, and celuiar (Scensed to serve 1.4 rrdlion popufr' 
lion equivalents or 'POPS"). Access Ones: 889,000, 95% digkaL

Provides interexchange svc. with AT&T. Bl telephone rev. ntc b- 
cal service, 38%; network access, 33%; other. 29% *91 dep. rate: 
6.1% Has about 4,559 employees. 11834 shareholders.' Sprint 
owns 9% oi sock, conpanies controlied by Mario Gabeli own 
4.5% Pres idem. C.EO.: Ronald Binner. Inc.: NY. Address: 180 S. 
enmon Ave., Rochester, NY 14641 Teh.: 716-777-1000.

324% 309% 320%
ANNUAL RATES Past 
of change (pwsii) lOYrt
Revenues 
“Cash Row" '
Earnings 
Dividends .
Book Value .

6.5%
5.5%
4.5%
6.0%
4.5%

Pest Esl’d '6»-’91 
SYri toW-W 
4.5% 4JJ%

-3.5% • 
UJ% 
4.0% 
3.5%

6.0%
89%
3.0%
S.0%

Cal- QUARTERLY REVENUES (t mfflJ Full
tndar Mar2T Jun20 Sep-30 Dec.31 Year

1989 134.7. 138.7 142.5 . 146.1 5620
1990 146.6 145.3 150.4 -157.7 600.0

1991 159.4 162.7 18Z9 198.3 703.3
1992 191.7 195.8. 201.6 2059 795
1993 200' 204 ' 213- 216 835

Cal- EARHNGS PER SHARI A Full
endar Msr.31 JuruSO Sep20 DecJl Year

1989 .53 -. .56 .49 .45 c -1.98
1990 .43 .41 .44 .44 1.72

1991 .44 .41 .47 ‘ .52 1.84
1992 .47 .49 .54 95 205
1993 .52 95 0 M 225

Cat- QUARTERLY DIVIDENDS PAID H Full
endar MarJI JunJO Sep.30 Dec.31 Year

1989 .355 .3» .355 .355 1.42
1990 ' .365 .365 .365 .365 1.46

1991 .375 .375 .375 .375 1.50

1992 .385 .385 .385 ' .385 1.54
1993 .395

Rochester Telephone is in the midst 
of a solid earnings upswing. In the past 
few years, the company had been on an ac­
quisition binge, buying up a number of 
small telephone companies in rural areas. 
The resulting earnings dilution from this’ 
program helped depress bottom-line re­
sults over that time. Since the company 
has accomplished its goal of achieving a 
substantial presence outside of its home 
base in Rochester (where the targeted 
maximum rate of return was set at a com-

fiaratively meager 11.7% by state regu- 
ators), such acquisitions are no longer a 

bottom-line problem. ' •
Long-term earnings growth is likely 
to exceed historical trends.' For one 
thing, the telephone network is served al­
most entirely- by software-based digital 
switches.-This allows the company to offer 
numerous add-on services (such as auto­
matic redialing) to its’ customers. These 
services,- which don’t require much up­
grading in the network, generate addi­
tional revenues that carry low incremental 
operating expenses. Also, this ' portion of 
Rochester Tel’e profits isn't subject, to 
earnings caps due to the discretionary na­

ture of the services. Second, the company 
recently agreed to the formation.-of a joint 
venture with NYNEX to combine cellular 
operations in upstate New York. This will 
result in billing, marketing, and other 
functions being combined between the two 
companies. Also, the two communications 
firms combining their customer bases 
ensures that future improvements in the 
cellular plant will create higher returns. 
Third, the end' of the company's acquisi­
tion program and a dropoff in capital out­
lays (due to the completion of the conver­
sion'of its switches to digital from analog 
as well as to a surplus of fiber cable) 
should allow excess, cash to be generated 
by operations. Our projections assume that 
most of these funds will be used to reduce 
debt and accompanying interest cost.
These shares are ranked to keep pace 
with the market averages in the year 
ahead. Among the stock’s attributes are 
safety and an above-average yield: And, 
we’re projecting annual earnings per-share 
growth of 10% annually. Thus, tnis stock 
should offer decent long-term returns on a 
risk-adjusted basis.
Philip S. Mulqueen January 15, 1993

recurring gains: '87, 3e. 91. 52C. Exdudes ex­
traordinary gains: ‘89,82c. 91.12*. Ind. un­
usual loss: '90, 2*. Next earnings report due

25. Goes ex about Mar. 10. Dividend payment 
dates: Feb. 2 May 1. Aug. 1. Nov. 3. ■ Divi­
dend reinvestment plan avaiable. (C) Quarterly

earnings do not add due to change in shares 
outstanding.(D) In millions, adjusted tor stock 
split.

Company* Rnandal Strength
Stock's Price StabBtty
Price Growth Persistence
Earning* Predictability

Factual malarial is obtained from sources befceved to be reliable, but the p ill Esher is not responsfele tor any errors or omisstons contained herein. ___________________
Fof the cordidenttal we ol subsertoers. Rep noting, copying, and dstrtoutwn by permission only. Ccpynght 1993 by Value Line Pubfcshing, Inc 9 Reg TM—Value Late. Inc.

At
85
70
90
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TELEPHONE&DATA SYS.
axsNcu____

SAFETY 3*^
(Scatel Hipest lo SLoms) r' 
BETA 1.35 (i.oo« UvtoQ 
—PROJECTIONS

, . . Ami Total
Prieo ' Cab) ■' Aoturn 

rtflh 65 (*125% 23%
Loll 60 (♦60%)

Insider D*dsion* - 
H A M J i 

siw oioio 
OMm 0 0 10 0 
MM 00010

13%

A 8 0 N
0 0 0 0 
0 0 0 0 
10 0 0 

Institutional Decisions
■ ion •• ail US

Mto------- M '*••• 49-------45
»M 271 24 - 35
WftffW 2S34S* 26910 26414
19761197711978 11979

irHiflh:
Xom:

36
32 24

Percant ftO— 
mcree 40 ~ 
traded ; .20 —

ASE-TDS
RECENT
PRICE - 38

m* 7.4
4.7

6.2 
• 3.7

H4JU “Catfil «u>Drt

PIE'
RATIO

PA A /Trifling:714'
0^,0 24-0 ^

9.6
5.6

17.6
8.2

27.8
11.2

-3-iot

5SOM.

RELATIVE A Oft P/E RATIO O.OU

46.5
26.9

eett-

488
2rJ

40.4
28.5

mYU) 0.8% VALUE

LINE
770

41.3
30.1

mgwmwmiBm

roniimni
irfliiiiinnni

WD fn tUM ■ i ■ H hw i ■

ruuisn nimra.mmir
1983 1985 1986 1987 1988 1989 1990i 1991 1992 1993 •VALUE WE NIL nt 95-97

; 426 522 5.00 .. 565i . 7.14 7.54 7.92 - 511 : 9.72 1613 1665 1270 Rmnuupertb 7170
. 1.16 •- 1.44: 1.48 1.73 r 128 . 212 j 217 . 218 293 275 m / 120 "CtthFIWperah: 5J0

. .44 . .41 i .45 ' .41 .42 .471 . .40 25 26 .59 .65 20 Earnings per sh^ 263
.14 .16! .18 -• .20 .21 : .23i 24 - 26 28 .30 .32 M DIv’dsDed’dpersti** 20

3.11 - 260 232 - 243 .220 242 250 - 268 328 - 434 -400 ■ ITS, Cip1 Spending pvsh . 120
- 3.71 3.98 .4.06 4.28 4.63 589 7.81 1200 14.17 1646 1635 11451 Book Value per sb > 2720
16.18 16.471 19.86 . 263S 21.69 2615 24.79 2927 3022 ’ 3496 4273 4443 Common StaOutafg 6 6600
: 92 .14.91 .160 . 11.5 166 252 462 NMF 367 56.4 - 372 AvgAnnl P/E Ratio 272

. : i.oi 126 • 23 23 126 - 1.71 664 NMF 287 . 660 105 Rotative P/E Ratio .. : 270
^ 64% 26% 4.0% . 4.1% 28% 1.9% 1.3% .7% 2% .2% .6%: Ayg Ann! Div’d Yield 2%

70.6 87.6 992 1161 1552 174.6 1962 239.7 . 294.6 354.0 455 565 Revenue* (RnlH)-' 885
‘ 6.4 •- 7.8 8.6 92 ' 92 112 10.6 11.1 272 21.11 220 410 NrtProfflfltnfln 133
267% 29.9% 31.0% 272% 364% 421% 40.8% I 412% 37.6% 41.4% 472% 392% heem* Tax flat*, . 362%
m 69% 67% 72% 63% i 65% 54% 1 4.6% 92% 6.0% 62% 72% Nat Profit Uarolo 1 717%

669% 1-69.0% 668% ! 662% 668% 59.0% 563% 39.0% 342% 322% 263% 320% Long-Tem Debt Ratio 265%
269% i 26.1% 369% 29.4% 31.8% 37.0% 41.4% 54.1% 58.1% 54.6% 372% 332% Common Eoufcr Ratio 372%
2229 i 251.1 2652 296.4 2292 3666 4672 6556 739.6 11620 7365 7483 Total Ctgltal(SmlO) 7660
2028 1 2272 2372 2665 2928 319.3 3792 463.1 6245 9972 7273 7400 Nat Plant (fenflO 7800
4.9% 1 52% 66% 6.0% 53% 64% 4.6% 64% . 51% 1 32% 10% 42% % Earned Total Capl . 62%
67% 10.1% 66% 66% 64% 7.7% .50% 60% 61% 61% 13% 32% % Earned Not Worth ' 720%
60% 10.6% 66% 92% 69% 7.7% 50% 61% 6.1% 1 60% 13% ' 82% % Earned Comm EouNv 720%
62% 68% 58% 52% •• 42% 42% 1 20% 1.1% 66% . 12% 72% 32% % Retained to Comm Eq 702%
42% . 43% 45% 48% 54% 49% 64% 65% 43% ...53% -33% 47% % All Div'd* to NetProf - 76%

Target Pries Range
199S1 1996 1997

.3.40
'■ .95
‘ .19 

.05

179
1.07
.23
.07

4.38

• til 
. 28

'■ .06

:150 
. 1147 
•23

; • ..09

6.12
1.61
-28

.10

625
1.62
.44

' .12
1.92
230

1.36
246

200
266

241
292

263
3.16

254
323

6.43 651 6.74 6.82 725 ‘ 9.70
. 6.5 

.79 
4.3%

CAPITAL STRUCTURE as of 9/30/92 ~ -
Total Debt $424.8 nil Du# In 5 Yra $1250 ml 
LTDoM 9407,8 nil LTbitoraat 931.0 rrdL - 
(IT interesl earned: 27z; iota! bitefest ' ' 
coverage: 26x)
Ponalon Liability None-No defined benefit plan - - 
Pfd Stock 941.7 rrA Pfd Div'd 91.7 nil . . 
Ind 11 dJferent series d redeemable and norw 
redeemable, mostly dosety held with 917.1 nil fiq. 
value w. nesd5%-9%and even, into approx.; ~... 
915,000shs. • — •••
Common Stock 40,769,991418. " ui'
(Indudes 6860.697 Series A cam. shs.}
(41.7 rrtlion tuly diuted shares) ■ •

CURRENT POSITION 1990
Cas!i%!seu 728

Other.
Current Assets ;
Acds Payable'
Debt Due 
Other •
Current Uab. '*' 
Flx.Chg.Cov.

49.0
"iin

372 
65.2 

- 23.5 
1433 
168%’

1991 9/30/92 
47.7 

109.6 
1372

53.4
68.1

12TT
43.7
S6.6
29.0

39.4
•17.0
582

T33-.TT33
125% 158%

BUSINESS: Telephone & Data Systems, Inc. s an independent 
telecommunications company; servng about 316000 access ines 
In primarily rural areas through 86 telephone cos. in 28 states. Tele- - 
phone operations providad 60% of 1991 revs. Other subsidiaries in­
dude American Paging (12% of revs.) and 83%-owned United - 
States Cellular (28% d revs^ 19.8 mffion papulation eqiwatents).'

31 telephone rev. breakdown: tol services. 57%; local services,. 
29%; other, 14%. SI depredation rate: 68% Has 3,297 employ­
ees, 3,078 shareholders; Insiders control about 81% of Series A 
common shs:, corrpanies all. with Mario Gabell 8% Chairman: 
LT. Carlson, Sr. President/CEO: LT. Carbon, Jr. Inc.: IA. Address: 
30 N. LaSalle, 84006 Chicago, 0.60602 Tela: 312-630-1906

ANNUAL RATES Put 
d dtangs (per sh) lOYrt
Revenues 
“Cash Flow”
Earnings 
Dividends ■.
Book Value .

4.5%
5.5%'
4.5%

10.5%
17.0%

Put Est'd'SS-W 
5Yra toWl 

9.0% 13.5%
6.5% 14.0%
7.0% 28.0%
7.5% 60%

27.5% 60%

Cal­
endar

QUARTERLY REVENUES {$ mil) 
Mar.31 JunJO SepJO Doc31

Fun.
Year

1989 53.3 57.8 • 61.6 ■. 67.0 239.7
1990 67.4 71.8 . 75.0 80.4 294.6
1991 772 66.0 925 98.3 354.0
1992 100.6- 111,0 118.4 725.0 455
1993 730 740 • 743 750 565

CaL EARNNGS PER SHARI A Full
•ndar Mar.31 JuruSO SepJO Dec31 Year
1989 .05 .08 .10 .12 .35
1990 .18 20 21 - 21 .86
1991 .17 .18 .17 .07 .59
1992 .14 .17 .16 .70 25
1993 .70 20 24 20 20

Cal- QUARTERLY DIVIDENDS PAID N Full
•ndar MarJI JunJO 8ep.30 Dec. 31 Year
1989 .065 .065 .065 .065 • .26
1990 .07 .07 .07 .07 28
1991 .075 .075 .075 .075 • .30
1992
1993

.08 .08 .08 .08 .32

Telephone & Data Systems?- opera­
tions are performing welL Revenue 
growth in the telephone segment is now 
comparatively - strong. And cellular sales 
are rising rapidly, due in part to the com­
pany's expanded market coverage: More 
importantly, strong revenue trends in cel­
lular are causing operating income to 
move past the break-even level, since 
many expense items typically rise at slow 
rates or can be shared across different ge­
ographic markets. .
However* dilution from investments is 
restraining bottom-line growth. The 
company’s cellular subsidiary, U.S; Cel­
lular (reported on the following page), has 
been investing in new licenses and up- 

ading its infrastructure. The equity 
nancing needed for such investments is 

spreading ThleData’s profits over a larger 
number of shares, lb some extent, we ex­
pect this factor to persist in the first half 
of 1993. But, by the latter part of the year, 
TeleData’s results should look more im­
pressive since we expect U.S. Cellular’s in­
vestment activities to taper off. ' " '
The company's extensive cellular as­
sets should generate rapid share-net

growth over the long term. Advances in 
compatible portable technologies such as
fax machines and laptops are making cel­
lular an increasingly, important to(H for 
business users. And further penetration of

¥
nr

the mass market is likely as cellular 
equipment prices decline and the con­
venience of portable phones becomes more 
commonly uiown. With demand on the 
rise, fixed costs, such as overhead, should 
rapidly decline as; a proportion of reve­
nues. The profits generated by cellular 
should result in above-average price gains 
for TeleData stock over the coining 3 to 6
years. " ‘ v:-™;;-' . ' ' '•.......
However* there • are risks here; The 
valuation of cellular properties is subject 
to a high margin of error since a dispro­
portionate share of cellular earnings will 
be generated far out in the future. And 
mass-market penetration is, in our view, 
probable but not a given. The emergence of 
competing technologies and the possibility 
of adverse regulatory events are other fac­
tors to consider. On balance, however, we 
still like the risk/reward tradeoff that 
these shares offer.
Philip S. Mulqueen January 15, 1993

ucl gain (loss) from disc, operations: '62 
(2C); 83, (3«1: '84, (lie); '85, (36): 86, 22C; 
87, SC: ‘88, 3C. Exd. extra, charge: 8t. 15ft .

dividend meeting about Mar. 30. Next ex- 
dividend date about Mar. IS Approx, dividend 
payment dates: March 25. June 25. Sept 25,

Dec. 30. ■ Dividend reinvest plan aval (5% 
discount). (C) In mifions. adj. (or stock splits. 
Common stock has 1 vote/sh.; Series A 10 
votesrsh.

Factuet meianel s obtained from aources bokovad to bo reliable, but the pubhsbor o not roaporefale for an/ orrery or omission* contained herein _
Fot the confidential use of subscrfcert Reprinting, copying, and dstrfeutnn by permission only. Copynght 1993 by Value Itne Pubtshing. Inc. 9 Reg TM—Veiue Law. Inc.

Company'* Financial Strength
Stock's Price Stability
Price Growth Persistence
Earning* Predictability

B
40
65
55
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AMERITECHkyse,
MUNKS 3-.,.

SAFETY 1
(Safc 1 K^iest Q S LomsQ 
BETA .85 - (1.00 ■MaAeQ
—iMW/ PROJECTIONS—

. Ann'l Total 
Prteo Gala Rstum 

H(h 100 (+40%) 13%
Low 80 LlS%) 8%

ln*id»r Dwcblona
UAH J JASON 

t»sur 030000000 
0»l«i 010000220
WM 0 0 0 0 0 1 2 1 0 
Institutional Oociaions ~ 

wn «•« am
WtUT 114 ...113 .124
WSlI 149 134 113
HnWH 77289 '78089 78506

•AIT

Ptrcant 8.0' 
Mwm 4.0' 
tndad 2.0*

American Information Technologies Corp. 
Ameritech), is one of the seven regional 
idding companias. resulting from the 

breakup of the American Telephone & 

Telegraph Co. on January 1, 1984. One 
share o Ameritech stock was exchanged for 
10 shares of AT&T (pre-divesiiture) common 
stock. The stock-began trading on a when- 
issued basis on November 21, 1983. 
“Regular” trading of Ameritech shares be­
gan onFebruarylMOW._________

CAPITAL STRUCTURE as d 9/30/92
Total OtM $6556.2 miL Dus In 5 Y» $2500.0
mil
LT Debt $4765.8 mil . IT Intsrsst $362.2 nil 
Ind $24.4 mil capitalized leases. .
(IT fteiest earned: 6£c; total Interest . 
covefape:4.8x) . -

Leasee, Uncapitalized: Annual rentals $60.1 mil

Pension Liability None 
PfdStoekNone • .

Common Stock 269,oeaooo shs. -

CURREN^ POSITION
Ca^MS^S 
Other - 
Current Assets 
Accts Payable 
Debt Due .
Other • > 
Current Uab.
Fix. Chg, Cov,

1990
119.2

2356.8 
2478.0 
1396.6 
.1694.8 
ISIS.5
4606.9 
‘ 481%

■ 1991
25.3'

2500.8
55281
1405.0 
1973.2
1693.8
5072.0 
383%

9/30/92 
: 20.8- 

• 2397.6 
54T81

' 1SOO.O
1792.4
1546.5

-48389
475%

ANNUALRATES Past 
efdflngafparsl)) 10 Tn 
Revenues 
“Cash How"
•aminos „ -
DMdinds : " •
Book Value ^-•* —

Past Est'd'e9.’91 
SYrs

5.0% 25%
5.0% 4.0%
5.0% 5.5%

: 8.0%' - 5.0% 
3.0% - fi-0%

Cal- QUARTERLY REVENUES (fBU Pull
sndar Msr.31 JubJO Sep.SO Dec.31 Year
1989 2500 - 2552 - 2555 2604 10211
1990 2619 '2680''2669 2695- 10663'
1991 2628 - 2742 '2705 2743 10818 '
1992 2691 2806 ' 2B13 r-' 2800- 11110
1993 2800 2300 .2930 2950 11590

CaL ■■ EARHNGS PER SHARE (*» Fun
sndar MarJI • Juru30 SepJO DaoSI Year
1989 1.12 • 1.19 1.06 1.22 4.59
1990 1.13 1.33 -1.18 1.09 4.73
1991 t.07 1.15 1.15 1.27 4.64
1992 1.16 1^8 1^3 ■ ■118 4.95
1993 112 111 . 117 1.40 5.30

Cal- QUARTERLY DIVIDENDS PAID (Ha Full
sndar Mat31 JunJO Sep.30 DecJI Year
1989 .73 -.73 • .73 .73 192
1990 .79 -.79 .79 .79 3.16
1991 .85 .85 .85 :.85 . 3.40
1992 .88 .88 .88 .08 3.52
1993 .92 •

i {tight 22 3 26.0 35.5
flow;! 20.7 20.8 24.8

RECENT
PRICE 71

xOMdapdapah
dMd >d bvlnterett

TTT

50.8 49J 46.9 68.3 ' 698 Z 69.8
32.7 37.0 41.0 46.9 525 r 55.6

TToT tiTpif

HMItyH/IttSfNflgm

2.fw.

PE 4k 4 /Tnffing:1U\ RELATIVE A QQ DiYD C 00/ 
RATIO l^.lVUedaiMj PE RATIO U.OO YU 0.6/0

soil

VALUE

LINE 751
74.0
56.3

uiiiiinimrinnwnnMrianiiniTmmrvwwiMSfsaBMH^H
iiiiiiiiiiiiiiiiniiiiiiiHiiiiiiiiiitiiiiiimiiiiiiiiimiiiiiiiiimiiiinuiiiirHiittrTTTiimmrTTTTT

1982 1983 1984 1985A 1986 1987 1988 1989 1990 1991 1992 1993 65-97

' .. 2836 '3039 3230 3473 3679 37.79 ' 4034 4657 4130 4170 Rsvanusspersh - 4530

- 7.94 9.18 932 10.86 11.00 1123 11.85 11.81 1245 1105 “Cash Flcw“ per sh 1435

- 339 3.67 3.94 424 4.42 . 439 4.73 464 - 435 830 Earnings per ah W 140

- 100 120 140 155 - 176 236 322 143 156 . 170 Ofv’dsDecrdDsrsb<e>B 4.75

- 534 632 727 7.12 - 634 730 601 607 640 605 Capl Spending per ah . 105
24.08 25.51 26.66 27.71 29.14 . .28.45 2925 3637 2600 2120 Book Value per sh1 3530

— 29428 29106 285.44 274.61 26920 270.19 26433 26663 28600 271.00 Common Shs Outsf gP) 27730

. .. 63 . 61 10.7 103 : 163 115 110 114 115 AvgAnnl P/E Ratio 743
. .64 .66 ' .73 JO 36 35 37 .65 VJ0 Relative P/E Ratio 1.10

- 6.6% 7.4% 5.7% 5.6% 60% 62% 62% . 65% '5.4% AvgAnnlDlv'd Yield . 41%

87218 6900.8 83463 9021.1 93611 95360 99013 10211 '10663 10818 11110 11580 Revenues ($miQ) * . . 12620
8917 1037.1 990.6 1077.7 1138.4 11861 12064 12382 12518 12319 1325 7430 NetProfBftmtm 1760

61.7% 60.8% 442% 412% 443% 373% 316% 366% 367% 303% 311% 321% Income Tax Rate 331%
102% 11.7% 113% 113% 1212% 115% 112% 111% 113% 11.4% 111% 714% Net PrafRMartin 131%

414% 40.4% 37.8% 37.1% 369% 364% 367% 366% 383% 411% 393% Long-Term Debt Ratio 331%
57.8% 59.6% 612% 619% 63.1% 63.6% 663% 664% 610% 581% 603% Common Equity Ratio 661%
11475 11867 11967 .12106 j- 12052 12331 12755 -12807 13061 11995 72645 Total Capital ($mlll) .. .14950
14410< 15024 15362 15789 ,15933 16078 .16296 16652 16986 17050 17400 Net Plant ($mBI) • 18500
m 10.1% '10.7% 10.9% 1 '11.4% ii.3% 11.1% 112% 11.1% 121% 131% % Earned Total Capl1 110%

15.7% 14.0% 143% 15.0% I 166% 153% 161% 162% 152% 191% 715% % Earned Net Worth! | 173%
15.7% 140% 14.5% 15.0% 1 166% 153% 161% 162% 152% 19.0% 715% % Earned Comm Eouitv a 173%
15.7%, 5.7% 5.8% S.9%- : 63% 69% 69% -53% 41% .51% 53% % Retained to Comm Eq 61%

• - 59% -60% 61% 1 -60% 61% 63% - 67% ..73% -.72% -70% %AIIDIv,dstoNetPrd 65%

Target Price Range
1995 1996 1997

Shaded areea
. Indicate 

- reeeeelofte

•200 
• 160 
•128

• 96 
- 80
• 64

- 48
- 40 
•'32

• 24

■ 16 

•M2

Options: C80E

BUSINESS: Ameritach b a holding ca for IUND, MICH, OK. and 
WS Bells A other suts. Provides communications services directty 
to 75% of population in these states. In 10/83 Ameritech became 
1st regional holding ca to oiler cellular phone service (21 nrilion 
POPS, 521.000 customers). Access Ines: 16.9 mOon;46%d lines 
digital .’91 rev. breakdown: local service, 45%; long-distanca,112%;'

.'network access. 24%; other. 19% Purchased 49.9% stake in 
Telecom Corp. d New Zealand on 990 (now 34.5% alter 1991 

'equity oflering). Customer Ihes/BeB employee; 256. ‘91 dep. rate: 
'',7.1% Has 73,9^ employees, 1.04 mlilon shareholders.

ChaimHft/C£.0.: Wliam L Weiss. Inc: DE. Address: 90 South 
: Wacker Drive, Chicago, 160606. Tel.: 312-750-5000.

Ameritech's *93 ;profit prospects look 
good. The economies of the Midwestern 
markets served by the company are grow­
ing at a good clip. AmeHtech also contin­
ues to upgrade its network’s switching and 
transmission .capabilities. This program 
will stimulate, demand since the upgrades 
will enable new caQing services to T>e ■ of­
fered to customers. These investments will 
also. reduce maintenance expenses as well 
as the manpower required for network op­
erations. Finally, a much larger portion of 
Ameritech’s. income . is !.unconstrained,.-by 
.regulatory caips compared to past years.;.'.- 
The long-term trend .ini 1 the telecom­
munications industry'is towards- more 

competition.. ' Cellular providers,. '. firms 
with . private, fiber-optic networks, ’ and 
other enterprises are how .all capable., of 
transmitting calls. Thus, Ameritech can no 
longer be considered a natural monopoly, v. ■ 
The rate structures in ':some'-of the 
company’s markets is an aid to some 
of Aineritech’s rivals. Regulators have a 
tendency to set rates for local calls by 
residential '.users .at .below cost while 
longer-distance business users must pay a 
premium to route, their calls througn the

/telephone network.- This allows competi- 
. tors, ■ with' altemate networks, to step in, 
undercut Ameritech'on price for its premi- 

! um services and still; make a profit. As a 
result, one of the company’s goals is to get 

. .rate . structures more closely aligned to 
! costs in a number of its markets. • ' 
.Cable, TV ,operators ,’are a 'potential 
thraat!. The outlays that cable operators 
would have t«r make fiTtheir plants hi'or­
der .to^provide, phone service is less than 
the investment, (though.the gap appears to 

' be closing) required of :Ameritech to pro- 
f.vide video^progitimming._Top,' the.market 
for telephone service, is ten times bigger 
than .the video market,'-malting the compe­
titive .tradeoff' still worse for'Ameritech. 
However, Ameritech has better finances, 
superior billing and marketing functions, 
and switching capabilities in the network 
that allows interactive video services to be 
oiTered, And, cable operators are still pro­
hibited from providing an audio tone. All 
told, Ameritech’s eventual fate in the new­
ly competitive marketplace is hard to pre­
dict. However, earnings volatility is more 
.likely for this equity in the future.
Philip S. Mulqueen January IS, 1993

Dte to pcst-divestilum estimates and 
(B) Based on avg. shs. outstanding. 

Eid nonrear gain: ’88,13c 91.286. 92. '

usual loss: 1990.12t Next egs. rpl due mid- 
Jan. (C) Next dw'd meeting about Mar. IS. 
Goes ex about Mar. 25. OiVd payment dates

about the 1 st ot Feb., May, Aug., and Nov. ■ 
Ow'd reinvest plan available. (D) In miions, 
adj. for stock splits. (E) FASB 106 adapted
year-end '92 as 1-time charge (S1.7

Factual maianal is otauinsd from sources believed to be reliable, but the publsher is not responstils tor any errors or omissions contained herest. __________________
For the confidential uee ol subscrtoers. Reprinting, copying, and disirtoution by permssion only. Copyright 1993 by Value Line Publishing. Inc. 9 Reg. TM—Value Line, Inc

Company’s Financial Strength 
Stoat's Price Stability 
Prlca Growth Persistence 
Earnings Prsdlctabllity

A*
96
60
100
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BELLATLANTIC NYSE-BEL

SAFETY 1
(Sok t K^esl Id 5 LomsQ 
BETA 55 (iJO.UateQ

RECENT
PRICE 51

\7A 20 8 26.8
16.3 16.4 19.4

PfE
RATIO

38.S
25.0

1.40x0

g g ^TfiRng:lU
i IMmMIF

39S
30.3

ridendi • >h
JttttBS fistft

37.3
31.1

RELATIVE ft Q7 P/ERARO U.9f

56.1 
34.7

a- msubu

57.1
38.5

54.1
43.0

DIYD
YID 5.1% VALUE

LINE 752
53.9
40.3

Torgot Prfeo Rang*
1995 1996 1997

160
120
100
80
64
48
40

~ 92 
~ 24 
- 20 
— 16
— .'12

1 •.

— a

iSi'S-J? ■PROJECTIONS'
^ . Ami Total
PHeo Oslo Muta 
60 («20%J 9%
60 (Nil S% 

Insldar D«elalona
MAMJJA60N 

Mlw.1 10000000 
Oatm 000000000 
HM 000000100

24 )M »pl>
mi'

B9WF DUfU fUJWE

!Ha»

Iratltutlonal Dadstons
ion urn am

III'

Mi

166 . J7B 179
iso*. - iTr:. ;^

118267 123462 126799

Pareant 60* 
rtiam 60- 
tradad. 2.0:

;antie is one ot the seven regionir 
holcfing companies- resultirn from the 
breakup of- Hie American Telephone & 
Telegraph Company on January 1, 1984. 
Each AT&T shareholder received one share 
of BeO Atlantic' common for every 10 shares 
of. AT&T (pre-divestiture) common stock 
held. The stock began trkling on a when- 
issued basis on November 21, 1983. 
"Regular'' (rating of Bell Atlantic shares be- 
ganonFebmary 16,1954. ' . • .

iminuM rwmm-ainniiTiimim
iiiiimiiiiiiiiniiiiiiininiiimi iitniiuii

Aata KaPtfea
Shadadi 

MdlcMa 
t' ffcaaatorta

OpBortsiCBOE
1982 1963 1984i 19851 .1987 1 1988 19891 1990 iwii 19$2l •VALUE WE PUL INC. 95-97

- .. 2030 2274 2493 2599 27911 2992 3128: 31.01 2Z00 2175 RenninptfsbW - 3225
5.44 6.45 " 7.77 6.47 932 996 938: 117 185 170 ■Cub Hoc* per sb 1025
2.49 ' 274 293 112 333 334 138, 141 825 145 EimbipptfibOT 425

. 1.60 1.70 180 192 204! 220 238! - 252 260 266 Dirts OeeTd per shra* 320
4.60 5.41 5.76 597 623: 695 1411 621 LX £50 Cap! Spending pvsh £30

: 1 .. " 16.64 ’ 19.83 2091 2207 2329! 21.78 22711 1177 11S5 1145 Book Value per sb' 2105
396.46 399.49 39794 396.19 394.031 394.45 391191 39105 43320 43100 Common SbsOutsfgOT 43520

* 73 62 11.1 112 115 114 143 14.0 142 Aug Anal P/E Rtfio' ' 132
.68 .67 .75 .75 97 - 191 1.08 .89 X RtMnPfE Rsfe • -1.00

m 7.6% 59% 53% 5.8% 49% 49% 13% 17% AvcAmI Dirt Yield £4%

8357.7 6883.4 6090.1 90842 9920.8 10296 10880 11448 12298 12280 12570 12950 RmauosfSmOQW.. , 74300
- 928.1 1026.1 973.1 10929 1167.1- 1240.4 1316.8 13199 13125 13319 1405 7500 Net PreA frill!) ' 7850

39.8% 42.7% 42.9% 426% 417% 363% 217% 299% 339% 313% 110% 342% Income Tax Rate . 342%
'11.1% 11.6% 120% 120% 11.8% 1*0% 121% 119% 10.7% 109% 772% 772% Net Profit llarab 122%

41.1% 38.7% 38£% 373% ItST 41.7% 47.3% 479% 50.4% 415% 452% Long-Term Dtot Ratio!1) ; 452%
' 58.9% ' 61.3% 61.8%. 627% 627% 513% 527% 522% 499% 512% 522% Common Eouftv Ratio 1 532%

11794 12254 .12812 13278 13941 15734 16311 17101 15791 15675 75250 Tbte Coital ($mlll)re. 18725
‘15084 15789 16537 16932 17245 18174 16874 19447 19962 79830 79760 NetRantfriOn ' 20060

8.7% 9.6% 10.1% 103% 10.3% 9.8% 9.9% 92% 102% 772% 772% % Earned Total Capl 720%
14.8% • 13.0% 13.6% 14.0% 142% 14.3% 114% 14.7% 17.0% 772% 782% %EamadNa1 Worth ' 115%

-*.. 14.6% 13.0% 13.8% 14.0% 142% 14.3% 114% 14.7% 17.0% 772% 1 782% %&fnsd Conun Eoultv 782%

' .6% 4.6% 5.2% 5.4% 19% 5.7% 14% 4.5% 49% 32% 42% % Retained to Comm Eq 52%

88% 96% 69% ’ 62% 61% 61% ' 60% 65% 69% 73% . 80% 77% % Alt Dirts to Not Praf ; 77%

CAPrTAL STRUCTURE MOl 0/30/92'
Total Dobt $10084 irii Duo In 5 Yf»-$4120 mil 
IT Ddbt $7627 nA - LT li^Urast $560.0 rril 
Ind. $180.0 miL capKaTzed leases.

(IT hterest earned: 5.0c total intarast -'. 
eoyerage: 4.3x) •
Loosos, Uneapltaltzod Annual rentals $1128 mil 
Pension UabiDtyNone- . _ - 
Pfd Stock None..

Common Stock 432.909,827 shs. n of 1031/92.

CURREKT POSITION
Ca^uiais - 

Other ■
Current Assets - 
Acos Payable . 
Debt Due 
Other
Currant Uab.'. 
Fix.Chg.Cov. *

1990 .. 1991 . 9/30/92
109.7

3717.9
3827.6
2171.0
2597.0
1197.0.
6965.0. 
396%

245.3
3604,1
3849.4
1876.0
2014.3
1284.9
5T753
358% ■

2312
3772.9
40041
16159
2457.4
1366.3
3533

399%

BUSINESS: Bel AUanic Coip. Is a holding company lor the- 
Chesapeake A Potomac Telephone Cos., NJ. Bel, Diamond State . 
Tel, and Sell Co. at PA Bed Adamic is a major suppler of tele-' 
phone services in DE. UD, NJ. VA West Virginia, and Washington,
D C. Owns 10.7% d the assets d the lornier AT&T; 50% d (dm 
acquisition d Telecom Corp. Access lines ki service: 17.8 rrd. :

About 98% d switching is electronic. 91 revenue breakdown: local 
service, 39%; access charges, 24%; tol 13%; other, 24% Telco 
employees per 10,000 access Ones; 37.0. ‘SI depr. rale: 7.2%. Esi 
plant age: 6 years. Has 75600 employees, 1.1 rriEcn shareholders. 
Chairman & C.EO^ Raymond W. Smith, he.: DE Address: 1600 
MatketStreeL, PMadehhia. PA 19103. Tel: 215-963^000.

ANNUAL RATES Past 
rfdangetpertfQ lOVit 
Revenues . •
“Cash Flow"
Earnings 
Dividends 
Bodt Value

Put Esfd •89-*91 
SYtl. tD’95-’97
6.0%
7.0%
4.5%

1.5%,
Z0%
4.0%

7.0% • 4.0% 
1.5% 1.0%

Cal-
•ndar

QUARTERLY REVENUES (tmOJ- 
MarJI Jun30 Sap20 De&31

Full
Year

1989 2768 2882 - 2910 2SBB 11448
1990 3018 3077- 3098 3105 12298
1991 2996 - 3081' 3104 ' 3099 12280
1992 3077».. 3149 3167 3777 72570
1993 3200 3225 3250 3275 72950

Cal- EARMNGSPSSHAflEW ■ Full
endar MarJI Jun30 Sep20 D»e21 Year
ita “IT !S? Te 7T 134
1990 - .90 .92 .91 .65 3.38
1991 .88 , .89 .96 .68 3.41
1992 ., .81* , .83 .82 .79 32S
1193 24- 25 27 29 145

Cal- QUARTERLY DMOBfDS MID <<*. Fun
endar Mar21 JuftSO Sep20 Dec21 Year
19B9 ”3i IS !Sr 116
1990 .55 .59 .59 .. .59 2.32
1991 .59 .63 .63 .63 248
1992
1993

.63 .65 . .65 .65 258

An improving economy, low interest 
rates, and tight cost controls should 
continue to fuel Bell Atlantic’s profit 
gains. Although economic growth is still 
somewhat sluggish in its operating areas, 
growth in' access lines and minutes of 
usage is on an upward trend. In addition, 
the company is taking advantage of 
today's low interest rate environment to 
refinance a good portion of its long-term 
debt. As a result, we expect pre-tax inter­
est savings of over $15 million annually. 
Meanwhile, Bell Atlantic continues to be­
come more and more efficient It already 
boasts the lowest cost ‘structure among the 
seven' Baby Bells. Management remains 
focused, on additional productivity gains, 
and savings resulting from additional 
workforce reductions should further en­
hance the company's operating leverage. 
Meanwhile, Bell Atlantic's cellular 
unit is enjoying excellent growth. The 
company is signing on new customers at 
an annual rate of about 28%,'with annual 
revenue growth of 22%. After Bell Atlan­
tic’s recent merger with Metro Mobile 
CTS, the company is how the fourth larg­
est cellular operator in the U.S. When the

S
two systems are fully integrated and sup- 

ort functions centralized, Bell Atlantic 
ohile will. enjoy enhanced economies of 

scale in the well-travelled Northeast cor­
ridor. '
The proposed AT&T-McCaw Cellular 
deal will likely increase competitive 
pressures. AT&T: is negbtiatirig to ac­
quire a 33% stake in McCaw, the country's 
largest cellular operator. Although Bell At­
lantic would compete directly with the for­
midable power of AT&T, only: in its 
Pittsburgh cellular market^ the proposed 
pact would put AT&T back into the local, 
albeit wireless,' telephone market. On the 
bright side, however, the- transaction 
would give Bell ' Atlantic and' other 
Regional Bells a .strong argument to con­
vince regulators that the traditional 
monopoly on local service is eroding, and 
that restrictions should be eased so . that 
they can compete more effectively.
Bell Atlantic stock is ranked to under­
perform the market in the coming 
year. At its current price, total return 
potential out to. 1995-97 appears to be sub- 
par as well.
Jeffrey M. Bagley January 15, 1993

(A) Historical figures (pce-1984) are not com­
parable to post-dwestiture esttmaes and re­
sults. (B) Based on avg. shs. outstanding. Exd. 
nomeairmg charge: *89. 606: *91, $3-94; 92,

16 (net). Excludes extra, charge; 92, 76- Next 
earrings report due late-Jan (C) Next dividend

I about Mar. 23. Goes ex-div. about
,r. 6. Expected div. payment dates: Feb. t, .................................

Faetuil rnMantl • •btalnad hom aeureae bafcavd to bo roliabl#. but tha pubfehor Is not rasporabk* tor any anon or ornate ns eonlainad ho roe.
For tha cortidonttal lao ol subsenbors. Rapmting. eepyeg. and datrtouten by parmosion onty. Copyright 1993 by Valuo Una Pubtslsng. ine. ® Rag. TM—Valuo Una, Ine

May 3. Aug. 2. Nov. 1, ■ Dividend reitvestment 
plan avaHable. (D) In rnffiens. adjusted Iv
stock splits. (E) Indudes finance sub. from 
1988. (F) Restated for Metro Mottle merger.

nye Financial Strength A*
Stock’s Price Stability 90
Price Growth Persistence 60
Earnings Predictability 100
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BELLSOUTH NYSE-81S

BellSouth Corporation is the largest regional
telephone company resulting from (he 
breakup of the American Telephone & 
Telegraph Company on January 1, 1984. 
Each AT&T shareholder received one share 
of BellSouth common for each 10 shares of 
AT&T (pre-divestiture) held. The stock be­
gan trading on a when-issued basis on No­
vember 21, 1983. "Regular” trading'of 
BellSouth shares began on February 16, 
1984.

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 * VALUE LNEPU&.1N& 95-97

.. 21.47 2329 2199 2520 29.30 29.07 30.06 2178 3053 37.40 RavenuespefshW 3525

- 623 • 7.03 729 825 927 926 920 • 122 £40 £00 "Cub Flow* perth hjds

- 2.65 3.13 139 146 151 8.48 138 111 133 166 Eunbgspershffl 425

- 1.72 128 104 120 138 222 228 176 -176 230 Dhr'dsDeefdpersh<e>a 130

.. 107 173 194 625 6.91 . 169 169 140 153 120 Cap1 Spending per sh £30

• - 20.98 2227 &61 ' 24.89 2521 2721 2154 27.01 2733 2193 Book Vskit perth 1150

• .. 44168 457.90 47637 48122 464.04 481.55 47720 48111 494100 50000 Common Shs OutsfoP) 50000

- 72 14 11.0 11.4 11.5 119 118 16.0 >10 AvgAnnl P/E Ratio >15
.67 .68 .7$ 76 35 1.05 1.17 1.02 20 Rstothre RE Ratio >25

- 6.3% 7.1% 14% 5.6% 53% 12% 5.0% 16% 15% —
AvgAnnlOYd Yield . 12%

10354 10724 9631.4 10664 11444 12269 13597 13996 14345 14446 >5103 >5700 Revenues ($m31)W >7775
1351.8 1371.5 12572 14172 15817 16642 '16652 16412 1631.5 1506.9 >643 >075 Net Prof* rSfliffl) 2330
41.7% 411% 41M 419% *&% 314% 31.5% 303% 313% 332% 310% 310% Income Tu Rats 302%
111% 12.8% 111% 113% 119% 116% 112% 11.7% 11.4% 10.4% 103% n.« Net Profit Harein - >1>%

415% 40.6% 318% $17% 34.5% 372% 310% 311% 37.1% 310% 342% Long-Term Debt Ratio -342%

.. 56.5% 59.4% 61.2% 642% 65.5% 617% 610% 613% 619% 610% 662% Common Edtitv Ratio 532%

- .. 14574 15855 16669 17517 18299 18870 20157 20447 20650 2>3O0 21985 Total Capitol (fcnlfl). / 24660
19082 20396 21234 22169 22678 ms 23742 23907 24059 23960 24120 Nat Plant (SmlD " - 26720

- 11.4% 92% 10.3% 117% 10.6% 10.4% 9.6% 92% 16% 92% >00% % Earned Total CipT • »2%

.. 16.6% 114% 119% 14.1% 119% 14.1% 115% 119% 11.5% >10% >25% % Earned Net Worth >4J%
16.6% 13.4% 119% 14.1% 119% 14.1% 115% 119% 112% >20% >25% % Earned Comm Eouftv >4.3%

.. 12% 52% 16% 16% 11% 4.7% 15% 18% 19% 20% 21% % Retained to Comm Eq 42%
.75% 81% 61% 60% 60% 64% ' 66% 72% 78% 75% 12% 79% %AIIOIv'dsto Net Prof 77%

CAPITAL STRUCTURE ta of 9/30/92 
Total Datat $6690 ntil Dua In 5 Yrs $2420 mO. 
LT Dabt $7573 ml : LT intuwt $595 ndL

tnd$43&7fnfion capitalized leases. - -

(LT nterest earned: 5.% total interest 
coverage: 4.4x)

Penaiefl Liability None 
Ptd Stock None

Common Stock 433,625,927 shs. ' 
aaoMl/Ml ‘ -

CURRENT POSITION 

Other '
Currem Assets ■ 
Accts Payable 
Debt Due - 
Other ’ . .
Current Uab...........
Foe. Chg. Cov.

1990
‘469.1
3180.4
3649.5 
10379
1122.5 
2116.0 
WSA
391%

1991 9/3tm
426.9

3208.6
3637.5 

955.6
1667.8
2220.1
4643.5 
•350%

350.8
3296.6
3647.4 

888.7
1316.7 
2437.0
4642.4 
‘407%

BUSINESS: BelSouth Corp. b the largest telephone holding com­
pany resulting from the AT&T breakup (owns 14% of the tamer 
AT&T’s assets). Through Southern Bel and South Central Bel sub­
sidiaries saves customers in Alabama, Florida, Georgia, Kentucky, 
Louisiana, MssissppL North Carcfina, South Carofina, and Tames-' 
see! Access Ines in service: 18.4 millort.; ’91 telco revenue break­

down: local service, 40%; access charges, 26%; tod, 10%; other, 
24% Telephone conpany enployoru per 10,000 access bias: 

"44.7. W depredation rata: 7.9% Estimated plant age: S yrs. Has 
96,976 employees, about U miL shareholders. Chairman, OE.O. 

'& Presrdent John L Qandstsn. he: GA. Address: 116 Peachtree 
St, N. £, Atlanta, GA 30367. TeL: 404-249-2000.

ANNUAL RATES PeM 
efdwge{pard4 lOYre 
Revenues
"Cash Flow" , . - 
Earnings
Dividends - .' -
Book Value ;

Pest EsfdW-'M 
5 Yrs toW-VT

3.0%S.5%
6.5%

''1.0%

7.0%
4.0%

3.0%
6.0%

>3.5%
3.0%

Cal- QUARTERLY REVENUES (tmSlJ Full
aider MarJI Juru30 SeoJO Dec21 Year
1989 3367 - 3469 - 3545 3615 13996
1990- 3524 3619 3551 -3651 14345
1991 3540 3582 ^ 3695 14446
1992 3739 :3817 3736 vS608 15100
1993 3S50 3925 3950 • 3975 15700

Cal- •-EARMNGSPERSHAREm Fun
endar MarJI JurUO Sep20 0oc21 Year
1989 .82 •■• .87 - .89 • .90 3.48
1990 • .91 : -.84 .75 3.38
1991 .82 :76 . ::73. .80 3.11
1992 ..86 .94 .:.78 .77 3J5
1993 .05 JO J3 J7 3.65

Cat- QUARTERLY DMD9iD$ PAJDOT* -Full
endar ItarJI Jun20 Sep.30 Cecil Year
1969 .& .63 .63 .ti 248
1990 .63 27 ..67 , .67 164
1991 .67 .69 .69 -.69 274
1992 .69 .69 .69 .69 276
1993

BellSouth is benefiting from a rela­
tively . strong Southeast economy.- In 
the third quarter, the company "posted the 
best annual access line growth of all - the 
Baby Bells. Minutes of usage/although in-' 
flated by • Hurricane Andrew, showed 
strong gains as well. Despite the added 
near-term expense,' there may be ’'some 
positive' consequences "from Hurricane 
Andrew's devastation. As insurance elaimw 
are settled,-there will be Vast sums of 
money injected into the Florida and Loui-' 
siana economies to rebuild homes and pur­
chase ' durable ' goods. In - : additlon,;- 
BellSouth enjoys good population growth' 
in its operating areas, logether, these fac­
tors should add up to increased demand 
for the company's services/thus enhancing 
its long-term profit growth potential. ‘
The wireless segment promises' long-' 
term growth ... BellSouth and other: 
Regional Bells are investing heavily in' 
wireless technologies, such as cellular, 
paging, and mobile data. Indeed, as a re-: 
Suit of acquisitions and expansion in the 
customer base, total subscribers to its cel­
lular services grew by 50% over last year’s 
total. Although its recent investments will

dilute earnings in the near term, we view 
'these investments as necessary to insure 
long-term gains as its markets are opened
up to increased competition. ...... v
... but . the proposed AX&T-McCaw 
Cellular deal will likely Increase com­
petitive pressures. AT&T is negotiating 
to acquire a '33% .stake in ;McCaw;"'the 
country's largest cellular, operator. -If .the 
deal is apnroved,'BellSottth’s"cfellular oper­
ations'will compete directiy with the for­
midable AT&T in some of its markets. In 
addition^ the .pact .would put AT&T back 
-into the local, albeit wireless, telephone 
market. On,the bright ade,:however, the 
transaction *. would give.-BellSouth and 
other Regional Bells a strong argument to 
convince regulators and the courts that 
the monopoly on local' service is eroding, 
and tiiat restrictions should be eased so 
that they can compete more.effectively.. 
BellSouth stock is ranked to under­
perform the market over the next 
year. And although we project good earn­
ings growth, total return potential out to 
1995-97 is only about average, despite the 
good current yield.
Jeffrey M. Bagley January IS, 1993

(A) Historical figures (pre-1964) are not com- 
paiabte toast-divestiture estimates and re­
sults. (B) Based on average shares outstand­
ing. Next earnings repon due tat e-Jan.

Excludes extraordinary gain (loss): '89,(5d); 
92 (8<). Exdudes nonrecurring gain (toss): '89. 
214; Si. (74); 32. 84. (C) Next dividend meet­
ing about March 23. Goes ex-dividend about

April 6 Dividend payment dates: Feb. 1, May 
1,Aug. t, Nov. 1. ■ Dividend reinvestment plan 
avaittle. (D) In mrlbns, adjusted lor stock 
spits.

Factual malarial b oMainad from aowe«a baiavad to bo raliabla, but lha piAfehar i* not rasponsfelo lor any arrors or omnsera comainod ha rain ___________________
Fortha certeamal usaof siAacrfean Aaprinng, copying, and dtstrfeulion by parmatan only. Copyright 1993 by Value Una Publishing. Inc. 9 Rag TM—Valua Una, Inc

in/t Ftnandel Strength A*
Stocfe Price SUbDJty ’ 96
Price Growth Pereiatence 80
Earnings Predictability 100
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NYNEX Corporation is ono at the seven 
regional' hoidins compares resulting from 
the breakup of- American- Telephone & 
Telegraph Company on Jarman 1, 1984. 
Each AT&T shareholder, received one share 
of NYNEX common for every ten shares of 
AT&T (pre-divestiture) common stock held. 
The stock began trading on a when-issued 

basis on November 21, 1983. 
trading of NYNEX shares began on Febru- 

an 16,1984. -

1984 1986 1987 198& 1989 1991 1992 1993 « VALUE LmE NIL INC. 9547

. ...

.47.63
10J9
505
100

51.01
1251
143
120

5525
M.16
101
146

5112
1118
626
172

-6429
.17.62

6.63
4.04

6735
1731
17$
436

6738
17.72
106
4.56

64.92
17.41
171
4.56

$160
1LS
127
464

S4J0
1825
IS
472

RavaouaspefsfaW
aCttfaFlM"pKak
Earnings par shtto
DlYds Dacfd oar Mtf6) ■

74JJ5
2125

720
575

' 922 
39.06

1022
4129

1125
4175

1146
4429

14.13
4723

1229
47.55

1246
45.72

1227
44.76

11.15
410

1125
410

Capl Spending par ah 
Bosk Value par ah

1325
5110

. ..
201.00 20220 20270 204.40 19624 197.03 200.10 20176 2010 208M Coalmen Sht OutsfoW 20100

-

6.5
.61

9.1%

72
.63

7.6%

103
.70

16%

102
.73

14%

99
- 22 
11%

113
1.01

17%

.128
25

19%

129
.62

62%

12S
.75

52%

AvgAnnl P/E Ratio 
RabthraP/ERatto 
AvgAnnl Hiv'd VMM

132
120

52%

CAPITAL STRUCTURE as of 9/30/92 - 
Total Defat S822Z2 rriLDus In 5 Yrs SB06.1 mS.
LT Defat $6942.4 mfL LT tntsrsat $575.0 nsL

{LT tasrest earned: 3.7x; total interest 
cowfBge:3.3x}

PeMiofl Uabitty None

Pfd Stock None ‘ l-

CommoflStock206.llW9l shs.

9666.3
873.1

10270
962.7

95713
9614

10314
10952

11342
12153

12064
12763

12661
13110

13211
11325

13565
12011

13229
1150.8

13175
1285

18500
1380

RmmiM($min)iA) ' 
NetPreAftniO)

1500
1545

345%
10.0%

41.1%
9.6%

392%
10.3%

421%
10.6%

423%
117%

34.7%
10.6%

221%
114%

283%
6.6%

23.4%
62%

242%
8.7%

31JX
U%

32M
112%

bteeme Tax Rata- 
Nit Profit Marais -

322%
- 117%

— 43£%
56.6%

40J% 
59.1%

39.3%
60.7%

382%
612%

39.6%
602%

39.9%
1 60.1%

418%
592%

432%
56.8%

428%
572%

42M
58M

420%
562%

Long-Tarn Dabt Ratio 
Common Eoufiv Ratio

412%
5910%

•• — 12566
15166

13297
16377

13752
17107

14344
17904

15273
1SS1

| 15661 
18370

i 15634 
i 19465

16094
19729

i 15953 
. 19915

15825
19710

1750
12545

Total Cq>ttal($mni)
Nat Plant (SnOn /

1930
19395

...

9.7%
13.7%
13.7%

92%
126%
126%

9.6% 
111% 

i 111%

102%
117%
117%

10.0%
119%
13.9%

10.4%
' 14.0% 

14.0%

9.0%
121%

1 121%

93%
132%
132%

9.0%
126%

' 126%

10M
fire
lire

102%
115%
132%

%Eam0TotMCap1'. 
%Eamad Nat Worth 
% Ea mad Comm Enultv

102%
145%
142%

66%
12%
91%

10%
60%

i 14% 
i 59%

52%
56%

19%
61%

5.6%
60%

1 11%
; 74%

4.0%
70%

1 25%
< 60%

ire
74%

42%
71%

% Ratainad to Comn Eq 
%ADDIv’datoNatPmf

42%
73%

CURRENT POSITION
Ca£Ku
Other.
Current Assets 
Acos Payable 
Debt Due 
Other
Current Uab.'. 
FlrChp. Cov.

1990
121.7

3791.7
55T33
2979.4
1457.7
1044.5

325%

1991 9/30/92
158.0

3660.1
SSTET
3040.2 
1573.4
786.6 

5400i 
297%

103.3
3424.0
55573
25222
12793
941.0
77433

BUSINESS: NYNEX Corporation is a hoUir^company for New 
York Telephone Company and New England Telephone Corrpany. 
NYNEX b a major supplier of telephone service it New York, 
Maine, Massachusetts, New Harrpshrte, Rhode Island, Vermont 
and pans of ConnecticuL The corrpany owns 114% ofthe assets 
of the lormer AT&T. Access ines in service: lS.6milion. 1991 rev­

enue breMtdown: local service,- 46%; network access, 25%; to9 
servica, 9%; other, 20% Telecommunicaiions enpioyees per 
10,000 access (nes:46.4. ■gi depredation rate: 7.6% Has 83,500 
employees, about 1.1 mil shareholders. Chairman & Chief Execu­
tive Officer Wiliam Ferguson. Incorporated: DE. Address: 335 
Madison Ave.,-New York, NY 10017. Telsphone: 212-370-7400.

329%
ANNUAL RATES Past 
ofdenpfperrt) 10 Ta 
Revenues 
"Cash Flow"
Eflmkms 
Dividends 
Book Value -

Pest Esfd ’89-*91
SYrs. taTOW

5.5% 20%
7.0% 3.5%
1.0% 5.0%
7.0% 4.0%
20% 3.0%

Cal­
endar

QUARTERLY REVENUES (9 BiL) 
Mas31- Juil30 Sap30 Dee31

11

1989. 3235 3299 - 3309 3368 13211
1990 3315 3442 3390 3438 13565
1991 3355 3360 3271 3243 13229
1992 3236 3284 3325 9328 13175
1993 3315 3350 9400 3425 13500

Cal- EARMKS PER SHARE (■> Full
tndar Mat31 JunJO Sap20 Dec21 Year
1989 1.44 1.42 1.47 1.42 5.75
1990 1.46 1.S2 1.50 1.60 6.08
1991 1.34 1.44 1.44 1.49 5.71
1992 1.55 1.62 1.55 1J5 127
1993 129 1.S5 1.68 1.72 £65

CaL QUARTERLY DMOBfOSPAIOmi Fun
endsr MarJI Juil30 Sap.30 Dec31 Year
1989 1.01 1.09 1.09 1.09 478
1990 1.09 1.14 1.14 1.14 4.51
1991 1.14 1.14 1.14 1.14 4.56
1992
1993

1.14 1.16 1.16 1.16 4.62

An improving Northeast economy and 
continued cost, cutting should keep 
NYNEX’s profit recovery on course. 
Although the economies in its operating 
areas are recovering somewhat more slow* 
ly than in the rest of the country, an up­
ward trend . is clearly visible. NYNEX 
posted its' largest -, sequential-quarter 
growth in access lines in two end one-half 
years. Minutes of use are showing signs of 
improvement as well. Meanwhile, the com­
pany has just cut its workforce by an addi­
tional 1,700 employees, bringing it closer 
to- the average productivity level of the 
other. Baby Bells. As a result, we expect 
operating margins to expand in the coming 
quarters, thus enhancing the bottom line., > 
The cellular business is growing ... 
NYNEX has increased its subscriber base 
by about 68,000 customers within the past 
year, a 23.4% gain. The company is clearly 
positioning itself for long-term growth in 
its cellular markets. It is aggressively ex­
panding its cell sites, adding 113 sites in 
the first nine months of 1992 (compared to 
72 sites built in all of 1991), with another 
300 planned by the end of 1994. Although 
current earnings are being affected by in­

creased depreciation expense, the long­
term payoff should be substantial.
... but the proposed AX&T-McCaw 
Cellular deal will likely increase com­
petitive pressures* AT&T is negotiating 
to acquire a 33% stake in McCaw, the 
countiys largest cellular operator. If the 
deal is approved, NYNEX’s cellular opera­
tions will compete directly with the formi­
dable marketing power of-AT&T. hi addi­
tion, the pact would put AT&T back into 
the local, albeit wireless, telephone mar­
ket. On the bright side, however, the 
transaction would give NYNEX and other 
Regional Bells a strong argument to con­
vince - regulators that . the traditional 
monopoly on local service is eroding, and 
that restrictions should be eased so that 
they can compete more effectively.
These shares are ranked to mirror the 
market averages over the coming

Sear. Although NYNEX stock still ranks 
[ighest for Safety, investors should con­

sider the additional risk associated with 
increased competition in the company's 
markets. Overall, total return potential 
out to 1995-97 appears to about average. 
Jeffrey M. Bagley January 15, 1993

(A) Calendar years (except ‘83.12 months 
ending 6/30). (B) Based on average shares 
outstanding. Excludes nonrecurring gain (loss): 
TO, (91.64): ‘90. (91.30); 91, ($2.73); ^ 10C.

Next earnings 
id end meeting

due late-Jan. (C) Nextdiv- 
March 20. Goes ex about

March 25. Dividend payment dates: Feb. 1,
May 1, Aug. 1, Nov. 1. ■ Dividend reinvestment 

Factual matahal to obtainad Item soureaa batayad to ba ratoabto, but tha pubfehat to not rasponsbla' lor any arrera or omrssiom contain ad harain.

plan available. (D) in nitons, adjusted for spu Compeny’e Financial Strength
Stock's Price SUbBIty
Price Growth Persistence
Eaminge Predictability

A*
95
90
100

For tha confidantiel um ot aubscrbars. Rapnming, copytns. and dstrbutMrt by parmsiton only CcpyngM 1993 by Valua Una Pubhsfeng. Inc. 9 Rag. TM—Valua Lina, me.
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PACIFIC TELESIS nyse-pac
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SAFETY • 1
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BETA .90 (t.oo ■ Mvkri)

PROJECTIONS
Ann'l Total

Priea Gala flrtum

K 65 *45% 13%55 *20% 8%
tnsidor Oodslons 

M A U J J 
to fc)i 0 10 0 0 
Opfen 2 0 0 0 0 
toM 0 0 0 0 0

A 8
0 0 
0 0 
0 0

Institutional DecMon*

:zi
rtm writ

-.-.148 . .152 166 Percent 40
ITS ITS 153 efteree 40

140110 140312 143623 traded ZO
Pacific Tdras Group is one ol the seven 

regional holding companies that resulted 
from the breakup of American Telephone & 
Telegraph on January 1,1984. One share of 
Pacific Telesis stoat was exchanged for 
every 10 shares of AT&T common (pre- 
divestiture). PacTel shares began trading on 
a when-issued basis on November 21, 
1983. “Regular” trading began on February 
16,1984.

tSOaU ihridndi
Wiaan LBats^.

RECENT
PRICE 45

14.6
12.8

17.8
13.1

p«h

S

iSmT

21.5
16.7

PfE 4 /TniEn|:1A1^
10.1 VUtfatojRATIO

31.1 33.8 32.S 51.1 Si.5 • 45.S 47.0
18.4 ' 22.5 24.9 30.4 36.3 | 38.5 36.9

tp«-

It'll'1

afafcl; pit

1

RELATIVE 4 fM 
PIE RATIO l.Ul

Matto t Pric»3

E^eS^mi

TtmfE iM

m

no 4.8% VALUE

LINE 765

mk

Target Price Range
1998 1996 1997

_8fad*d i 
Indicate 

• receeatena

Options: PACE
>VAL^EURg?DL'gg,

CAPITAL STRUCTURE as of 9/3092
Total DoU $6425 rrriL Duo In 5 Vis $25000
mil
LT Oobt $5339 nil LTlntoiwt $422.1 nil

(LT interest earned: Six; total interest 
coverage: 4.4x)

Leasas, Unopttalfzed None

Penelon Uabllfty None ■

Pfd Stock None

Common Stock 404,384,944 shs.
aaof1G/3iA2

CURRENT POSmON 1990 . -1991CaJi3«otS 110 ' 86

aher •••-■• 2366 2433
Current Assets 2476 2519
Accts Psvabte - 1970 1772
DebtOue . 120 - 967
Other - 1446 804
Current Uab.• ^oSS ”1S43
Rx. ChO. Cov. 1 343% 396%

9/30/92 
125 

2390 
“ST? 

• 1556 
. 1086 

754
“33§3
435%

ANNUAL RATES Past 
o/dunge{p*d!) 10 Yr*. 
Revenues . •
-CashHow"
Earnings '' . • 
Dividends ■ -
Book Value . . -

Pest Est,d'89-<91 
SYn. tofeVr 
4.0% 1.5%
7.5% £0%

' 4.5% ' 5.0% ' 
7.0% ' 4.5%

• 2.5% ; 3J% .

Cal­
endar

QUARTERLY REVENUES (tniiL) 
Mir21 JuilSO SeoSO Dee41

FuO
Year

1989 2343 2407 2369 '2475 9593.0
1990 2373 2434 2469 2441 9716.0
1991 2410 - 2520 2499 ’ 2466 9895.0
1992 2474 .'2498 - 2512 ' : 2428 9810
1993 2475 - 2590 2550 2483 mo

Cal- EARMNGS PER SHARE1 FuO
andar Mv41 Juit30 SepJO Dec41 Year
1989 .76 .79 .0 ’ .79 5.02
1990 • .65 ‘.72 ’ .72 ‘ .68 2.77
1991 .68 ■ .73 ':.70 : ‘.TO 2.81
1992 1.68. .71 : '-.70 :r, ,71 2M
1993 M • .75 .72 .75 185

CaF- QUARTBaJD(VlD910SPAIDDi FuO
andar Mw41 Jun40 SepJO DecJI Year
1969 -.44 .41 ■ .il ' - .4? 1.85
1990 .47 - .505 .505 .505 1.99
1991 .505 -.535 .535 .535 211
1992
1993

.535 .545 .545 .545 217

1982 1983 1984 1985 1986 1987 1988 1969 1990 1991 1992 1993

1955 
£78 

' 2.12 
155

1179
105
227
1.43

2055
£02
251

.152

2155
652

221
1.64

2264
724
261
176

2354
.7.69

102
158

2452
755
277

202

2467
7.42
281
214

2450

756
2J0
218

210
7.7D
20
222

RavMBttpersh* 
*Cssh Roar" per sh ; 
Esmingipersfi* . 
Dh’dsDed’dperrt °i

520
1620

526
17.04

469
1101

-475
.1147

356
1950

422
19.68

485
18.53

.40
1927

550
200

140
2120

400.14 429.41 430.55 427.12 418.91 40079 399.46 401.02 444.79 40570

Cipl Speeding per >8 
Book Vriueper rt y 
Common Slit Ouafg*

7.1

JU
m

it
56

75%

10.1 
: .0
10%

124
53

£0%

10.4

0
£0%

•; 114 

1.01 
40%

16.0
1.19

4.6%

148
44

£1%

110
JO

52%

AvgAnnl P/E Ratio 
Rotative P/E Ratio 
AvgAnnl Dfi/’d Yield

81326
012

78243
823.5

649£6
929.1

89775
1079.4

91314
9504

94650

1100
9500
12420

971£0
11020

9600
1109.0

0/0
mo

10010
mo

39.5%
7.0%

415%
10.6%

44.7%
10.9%

445%

120%
402%
10.4%

07%
129%

37.4%
129%

364%
115%

335%

112%
STM
113%

38M
iij%

Revenues (Rnfil)* 
Net Profit ftp ffl)c

47.2%
43.6%

44.1%
520%

459%
54.9%

41.4%
562%

402%
9.6%

405%
95%

401%

9.4%
426%
0.9%

415%
04%

04%
624%

STM
SSM

booms Tu flats 
Net Profit Manrin

12302
1510

1240
16000

13339
1690

13318
17245

13233
17192

1397
17155

13279
17079

13105
1710

13233
17117

7330
17200

ism

17450

Long-Term DM Ratio 
Common EquBy Ratio f
Total Capital ftnlB)* 
Net Plant ($mfll)

£1%
10.M
10.6%

92%
126%
128%

92%
127%
127%

1£1%
134%
159%

£1%
120%
120%

107%
147%
14.7%

115%
157%
157%

157%
145%
14.9%

105%
145%
143%

704%
755%
755%

704%
155%
755%

% Earned Total Cap'l - 
% Earned Net Worth 
% Earned Comm Equity

24%
78%

4.6%
$4%

4.0%
64%

55% .11%

74%
£4%
57%

£9%
50%

44%
67%

43%
70%

15%
75%

55%
73%

% Retained to Comm £q 
%ADDhf’dstoNetPrel

2740
555
550
235
C45

2140
395.10

110
125

SM

■10640
1490

SSM
ISM
STM
£25%
75725
17900
174%
115%
755%

£5% 
. 50%

BUSINESS: Pacific Telesis Group is ongof 7 regional hoidtag cos. 
previously owned by AT&T. Serves 63 of 53 Cailomb counties 
through Pacific Bell subsidiary {97% of regiiatad revenues) and 
about one-third of Nevada through Nevada Bel (3%). Also markets 
celulaf and paging services and business Wonreiion systems. Has 
14.5 niEon access Ines b service. 314 ndion celutar POPS in

U.S. about 30-35 mi Don more POPs wetseas mostly b Germany 
and Japan. 91 revenue breakdown: local senrice, 34%; nenKxk ac­
cess, 23%; tol 22% unregulated, 21% .‘91 deprecation rate: 
7.1% Has 62236 enployoos. 1.1 rriDon shareholdats. Chairman 
& CEO: Sam L Gbn. he.: NV. Address: 130 Kearny Street. San 
Francises. CA 9410& Teh.: 415694400a

Pacific ..Telesis plans-to fully spin off 
its wireless operations. In about, a year, 
the company plans to divest its cellular, 
paging, . and other . wireless businesses 
through.a combination of public and pri-. 
vate equity sales. The wireless operations 
are to be folded into a new corporation 
named - :*PaicTel Corporation*.. ^“PacTal* 
shares aren’t likely ^to pay dividends,, 
which is typical of cellular ,stocks. After 
the spinoff. Pacific Telesis will consist of 
the leftover segments, namely-the Pacific 
and Nevada ^Bell_-subsidiaries. -Pacific 
Telesis shares are. Hkely to .be - high. in 
quality and income payout in line with-tra­
ditional phone company stocks. v
We like this strategy. Ironically,. ;the 
sum of Pacific Telesis’ parts appears to be 
less when together than when separated. 
This is due to regulations, stemming from 
the ’84 AT&T breakup, .that prohibit the 
wireless, .subsidiaries from manufacturing 
their own equipment and from providing 
long-distance services while they’re af­
filiated with a Regional Bell Company. 
Also, the new wireless entity will be capi­
talized solely with equity.. Such financial 
strength should, allow -it to continue to

sustain its significant investment activ­
ities in new and existing wireless projects 
even if it can no longer obtain financing 
from its parent company.
Meanwhile, earnings momentum is 
slow. PacTePs cellular segment is either 
building or rolling out calling service in 
Germany, Japan, and Portugal. /These ac­
tivities .will continue ' to 'hurt 'near-term 
profits ..(though .weJ .expect long-term re­
turns .from these projects to oe worth­
while) since the initial revenue. stream 
from these, ventures is far lower than the 
.depreciation, .; interest, L;and .. operating 
startup costs being incurred. Domestic cel­
lular ^operations may also be hurt by a 
recent ruling, currentlv under review, by 
California regulators that could limit the 
pricing flexibility and profitability of cel­
lular operations in that state.
The stock’s total return potential 
looks solid after adjusting for its low- 
risk profile. Also; the spinoff should gen­
erate incremental value for shareholders. 
However, we don’t expect these shares to 
perform better than the market in the 
next six to 12 months.
Philip S. Mulqueen January IS, 1993

(A) Historical figures (pre-BA) not eompartafia 
to post-divestitum resufe. (8) Basad on 
weighted avg. shs. out Next ags. report b mid- 
Feb. Exd nonrecur. less as. In ‘90, (174); *91,

a Orvid. rabvastirem ptan (3.5% dsesum) 
avaiabb. (E) In (rdiorts, ao) (or stock qm.
(F) Assumes adaption cf FAS8 106 in ‘93 with 
previous yr. accruals amortized over 20 yrs.

Factual malarial to oMaaiad trem aeurcaa baiavad to ba roltobla. but tha pubfahar to not maponsfcia tor any amts or SRimers eoraanad toman. __________________
For tto cordtdoflMI uaa ol sutoerfeara. Rapnnono. copymg, and dtotrfeuton by parmtoaion only. Copyright 1993 by Vahia Lino Pubkshir?, Inc. S Rog. TM—Value Uno. ho.

(234). (C) Exd. nonrecur. gams: In '82, $226.1 
rrill; 'BS*. $216.4 rril (0) Next rfivid. meeting 
about Mar. 10. Goes ex about Apr. £ Oivkt 
payment daes: Feb. t, May 1. Aug. 1, Nov. 1.

i Financial Strength A*
Stock's Rric» Stability 0
Price Growth Pvslstencs - 0
Earnings Predictability - 95
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S.W. BELLnyse-sbc
, Avm^aTiMEUNL.-.(SBfcfifflP.iv

SAFETY - 1 ►v—
(ScaJ*:1 ttjfwiloSLwnfl)
BETA 35 ' (i.oo^UirtMi)

iM&JfPROJECTtgng
Ann'l Total

Prk*' Gain - Rotura 
Mjh 95 ♦30%) 10%
Lo* 80 ♦10%) 8%
Insider Dodolona ............

UAMJJA80N 
MM "1000010 00 
Ortm 000000000 
MM 0 0 0 1 0 0 1 0 0 
Institutional Decisions - - -

- uai , joi am
MM------ 167*“ 173-—160
Mill 163 -141.. 140
WfKMff 110606 106661 110441

Marse 40- 
trsded 20

Southwestern Bell, is one of the seven 
regional holding' companies that resulted 
from the breakup at American Telephone & 
Telegraph Co. on January 1, 1984, One 
share of Southwestern Bell stock was 
issued for .each 10 shares of AT&T (pre­
divestiture). The stock began trading .on a 
when-issued basis on November 21,1983. 
''Regular” tradira of SWB shares began on 
February 16,1984; *

RECENT
PRICE 74 RATIO 16,4 (SS!^f)pOATIO 1.03 TU : 4.0% VALUE

LINE 768

iiilfiim" SnSammmlf rnffnlSii

■ I! LOW
. 20.7 

t9.4
23.8
16.3

29.5
228

36.8
264

45.5
2B.3

42.6
33.0

64.4
384

844
-4?f

« 654
i49-0

74.6
S6.8 - •

Target
1995

: Price l 
1996

Range
1997

• • - p * ' •».
“ 160

rl'Is'lV.'f.'.H.tl “ 1 A)

MM, - 5#;;: S ' «a « » M M «• “.10U
_ M

<:yS ■ M 1 s A . ’ • - 1 T. Dv
__ AJ—t—

B|titi' 1111 eeTt
-- '

- 46
' f—1 i . .. . -

-.40
_ . AA

' . — ' . t £• ' . .•••
“*■ s9a

•x -.v 1. TmA \ • a ♦ • •
is? \ .* . 1 • <W5>'1 .. ■ • 29

S 1 *• % > ...... !. $ r
. IV

' il1 '
— 8lud«Sereee

sate'-
wfona

“ 1Z

- 8
,

1 w\
recM

Pin ffiTTM.UMWfcl

1982 1983^ 1984 1985 1987 1988 1989 1991 19921 1993 -« VALUE IMCTJa 95-8/

., - .. 24.08 2652 2645 9.64 2114: 29541 - T019 31.09 .4145 4145 Ravamtaaparah* - - HU

• -
’ i 6.78 . 7.69 104 658 . 167 - 953 •. 941 173 100 1101 "Cash Flow-par ah . 1135

.• —: '3.01' 343 142 148 153 164 - 167 • 185 445 -. 470 Eamlnga per ah* £40

- — 147 200 213 232 248> 250 276 284 290 ISO DIv'daDecrd parade 174

~ 6.04 . 6.99 • 657 454 4.07 453 553 108 . 145 £70 Capl Spending par ah . £75

.. 23.43 24.75 9.07 2726 941 2753 9.62 .952 31.1! 3290 BoekVahiaperah* 4000

• .. — 298.60 298.86 299.88 300.45 300.41 30058 29957 300.16 ma 29900 Common Sha Gutafa * 296M

. , — 18 75 9.8 105 118 140 146 142 , 147 AvgAnnl P/E Ratio . 145

. .. .63 .63 ' .66 .73 . 50 - 1.06 . 1.10 :• 51 0 Rotattvo PIE Ratio . 110

- -- 9.1% 7.7% 65% 6.1% 65% 11% . 11% 12% 45% AvoAnnlOlYd YMd 42%

7711.1 7904.4 71914 79255 79024 80026 64S27 87295 91129 63315 9995 10600 RtvamiaafRnBQ* 13260
864.0 892.7 883.1 9962 10227 1047.1 i 1060.1 10928 1101.4 1156.5 140 140 Nat Preft (Smlin 1 1465

39.9% 40.7%, 39tB% 39.7% 41.0% .342% 245% 211% 285% 29.7% i 405% 300% Income Tu Rata. 400%
11A 114% 125% 126% 129% 111% 125% 125% 121% 124% ! 145% 110% Net PrefS Margin 140%
38.9% 40.0% i 41.4% 404% 3&6% 405% 372% 395% 39.0% 395% | 410% 465% Leng-Tenn Debt Ratio 440%
61.1% 60.0% 58.6% 59.7% 61.4% 592% 628% 605% 81.0% 615% 1 620% 615% Common EouSv Ratio 00%
12009 12427 1199 12396 12730 13840 13543 .13822 -14064 14535 : 1502! 1550 Total Capital (Smlll)- 1790
16072 16795 15394 16140 16727 16740 16304 16078 16322 16510 17535 14625 fM Plant (Imlll) 22280
9.2% 9.1%. 9.4% 10.0% 95% 94% 9.7% 95% 95% . 95% 105% 105% % Earned Total Cip'l 120%

11.8% 12.0% 126% 135% 111% 125% 129% 111% 126% 111% 145% UJ% % Earned Net Worth 15.5%
11.8% 12.0% 129% 13.5% 111% 128% 129% 111% 128% 13.1% 145% i 145% % Earned Comm Eoultv 15J%

1.5% 1.4% 45% 5.4% 49% . 44% 49% 45% . 44% v 45% 45% 1 £0% %RatalnadtoComir.Eq 65%
87% 68% 62% . 60% 62% • sr* 61% 63% 67% 66% 67% ! . 63% %AllDhr,ditoNatProf . 59%

Options: 0ACE

CAPfTAL STRUCTURE as of 6/30/92 
Total Dsbt S7309 mil Dus in 5 Yis $2880 mil. 
LTDsbt $5658 rrll.' LTIntmit$490mlL .
bid $55.7 (til. capitalized leases. - 
(LT kaeiest earned: 4.7ic total interest 
coverage: 43i0

Ueees, UneapitaUzed Annual rentals $66.3 mil

Pension Liability None .........

Ptd Stock None-'

Common Stock 299,648,490 shs.. ; 
ae of 10/31/92

CURRENT POSITION
Cas?%sisl$ 1 
Other .
Current Assets . 
Acds Payable'
Debt Due 
Other
Current Uab..

1990
250.2

24388
^686ll
2144J
1253.1

207.1
3EB5S
352%'

1991

327.5 
2396.4 
2753T 
2281.9 
199.3 
213.0 

455S2 
349%

9/30/92
547J 

2567 6

2403.5
1650.9
219.0

4273.4
403%

BUSINESS: Southwestern Bell Corporation $ one of the seven. 
regional holding companies (ormerty owned by the American Tele: 
phone & Telegraph Corrpany. Owns 10j% ol the assets of the for­
mer AT&T. Provides communications service in most of Arkansas 
(6.1% of access fines), Kansas (8.9%), Ussouh (16.7%), Oklaho­
ma (to.8%), and Texas (57.6%). Access lines n service: 12.4 nil

1991 revenue breakdown: local service, 38%; access charges, 
26%; tol 11%; directory advertising, 9%; other, 16% Telco em­
ployees per 10,000 access Ines: 422.,91 depreciation rae: 6.9% 
EstO plant age: 5 years. Has 61^30 employees, 1.05 milion share­
holders. Chdrman and C.E.O.: Edward E. Whitaoe, Jr. tnc.: DE, • 
Address: 1 BeBCtr^ Si Louis. MO 63101. Phone: 314-235-9800.'

ANNUAL RATES Paat - Paat Eat’d '8»-‘91 
ofdwioeiperstt lOYrt SYm IdIS-W 
Revenues •• 3.0% 7.0%
“Cash Flow” -- 6.0% 6.0%'
Eamtras . 25% 9.0%
Dividends 6.0% 5.5%
Book Value -- 3.0% 5.5%

Cal­
endar

. QUARTERLY REVENUES (t nil) 
Mar31 Jun.30 Sep.30 Deoil

Pull
Year

19B9
1990
1991
1992
1993

2056 2140 . 2209 2323 
2129 2169 . 2367 2448 
2143 2243.. 2424 2522 
2267 2369 2618 2701 
2430 2SS0 2750 2570

6730
9113
9332
0595

10500

Cal­
endar

EARWIGS PER SHARE * 
Mar.31 JtuiSO Sep40 DecJI

Pull
Year

1969
1990
1991
1992
1993

“^ .87 .98
.83 .87 1.08 '. .69
.75 .84 171 1.05

. .87 " 1.01 178 1.19
38 1.05 1.45 132

'3.64
3.67
3.85
445
470

Cal­
endar

QUARTERLY DIVIDENDS PAID c* 
Mar.31 JunSO Sep.30 Dec.31

Pull
Year

1969
1990
1991
1992
1993

.62 .65 .65 .65

.65 1 .69 .69 .69

.69 .71 .71 .71

.71 .73 .73 .73

2.57
2.72
782
290

Southwestern Bell’s stock price is up 
over 12% since our October report. A 
favorable yield ‘ and solid third-quarter 
earnings helped attract investors. Double-, 
digit sales growth from SWB’s cellular 
business, Bell Mobile Systems, an in­
creased. earnings contribution from .Tel- 
mex, and steady, .access line expansion at 
the telephone company,. produced - record 
results for the September oeriod. We think 
positive top- and! bottom-line, trends will 
continue as the southwest economy ex­
pands. Mobile Systems currently has one 
of the highest market penetration rates in 
the. industry, demand in Mexico for cel­
lular and wired telephones is likely to 
remain strong, and higher advertising rev-, 
enues should boost the Yellow Pages' re­
sults. Moreover, SWB’s telephone business 
will benefit from aggressive cost contain­
ment efforts. This stock is ranked to per­
form in line with the year-ahead market. 
But the region's regulatory climate 
leaves much to be desired. Last August, 
Oklahoma regulators ordered SWB to 
reduce its rates by $92.8 million and re­
fund $148.4 million to ratepayers. The al­
lowed return on common equity was cut to

pet
Mi

12.2% from 14.25%. An appeal is now 
ending with the state supreme court In 
issouri, the telephone company has filed 

a $153 million rate proposal that provides 
for network modernization, incentive regu­
lation, and rate cuts. In addition to SWB's 
application, the state authorities will con­
sider two other plans filed by the commis­
sion's staff and the Office of the Public 
Counsel. The' final outcome of the above 
cases is uncertain. Our projections to ’GS- 
*97 assume that the Oklahoma ruling will 
stand, and that a workable decision will 
come down from the Missouri commission.. 
We believe utility investors can find 
better alternatives. In the coining 3 to 5 
years, management plans to focus oh non- 
regulated businesses since growth op­
portunities for the telephone company ap­
pear limited. These operations could help 
support annual earnings advances of 9%. to 
’95-97. But even at this pace,' SWB’s profit 
growth will probably lag behind that of 
most other telephone issues. Moreover, 
due to the recent share price runup, the 
stock’s total return potential to mid-aecade 
is subpar,
David M. Reimer January 15, 1393

(A) Historical figures (pre-19&<) not com­
parable to post-divestiture ast's and results.'
(B) Primara earnings. Next eamngs report due 
late Jan. Exdudes nonrecurring loss: '91,27&

(C) Next dividend meeting about Mar. IS. Goes
ex about Apr. 5. Approximate dividend pay­
ment dates: Feb. 3, May 1, Aug. 3. Nov. 2. ■ 
Dividend reinvestment plan avaiabte.

(D) Includes intangbles. In '91: $1401.3 mi- 
ion, $4.67/share.
E) In mafions, ad|usted tor stock spill
F) Ooasnl add due to rounding.

Pactuti matsritl M oManad tram source* b«iov*d to bo reiioblo. but ttto pifebher » not responstole for any arrart at omission* containad ha ram____
Par lha cenlidanttsl usa of subserfoar* Raprmtng, copying, and distribution by parmission only. Copyright 1993 by VaJua Lina Pubtariing. ine. 9 Rag. TM—Valua Lna. Inc.

Company's Financial Strength A+
Stocks Price Stability - 90
Price Growth Paraistanc* 100
Eamlnga Predictability 100
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US WEST NYSE-USW
3 Av«rag»

maitai\iilSr“r I.
SAFETY 1«*-
Saki K^wa 0 S Lon«sQ 
SETA JO (i.oo.UvtoQ 

iJSWy PROJECTIONS— 
. - Anil Total 

Prleo Oaln Ratum 
M *55% • 16% 
50 *30% 11%

E9

Irtsidar Docblons - r-
U A U J J A 9 0 N 

Hto 000000000 
0M« 201006000 
MM 1 0 1 0 1 6 0 0 1 
Institutional Dodsien*

wn-i- am mt
MBoi'*" 196 161— 155
MM 178-. - 156 -151
IWWOIH65069 165675 165778 .

U S West is one ol the seven regional.hoto- 
ing companies resulting from the breakup of 
American Telephone & Telegraph Company 
on January 1,1984. Each AT&T shareholder 
received one share of U S West common for 
every 10 shares of AT&T (pr*divestiture) 
common stock held. The stock began trad­
ing on a when-issued basis on November 
21,1983. "Regubr” trading of U S West 
shares began on February 16,1984. 1‘-

1982 1983 1964 1985
16.90
5.17
2.31
155
4.50

1725
36551

6.7
.62

65%

2052
5.78
242
1.43
525

1824
380.65

64
.65

7.4%

1986
2157
6.12
2.43
1.50
4.76

19.16
379.95

104
73

5.7%

1987
22.75

7.13
2.66
1.64
451

20.09
371.16

10.0
.67

62%

1988
2524
7.67
2.6$
1.76
624

2151
36526

96
50

6.4%

1989
2541
755
3.01
158
5.64

2158
37349

112
55

46%

1990
2550
7.74
3.11
240
650

23.46
393.49

11.7
57

49%

1991
2460
493
1.38
208
446

2139
409.94

245
1.69

47%

1992
240
755
10
211
£0

2455
Trie?

HI
.73

47%

1993
27.10

755
120
220
425

2555
4740

Rawnuwparrt*
aCutiFtow>|Mrtli
Etmtopparth*
Dfr,d»0*crdp«rihce
bpl Spending p« ah 
Book Value ptrth 
Common ShaOuttfq0
Avg Anal P/E Rttlo 
RtMIve P/E Ratio 
AvaAnnl Dtv'd Yield

95>97

3325
950
450
250
490

29£5
421.00

12S
55

44%

CAPITAL STRUCTURE at of 9/30/S2 
Total Debt $9339.4 rriL Due in 5 Yn $36648 
nil
LT Debt 67354.4 ml. LT Interest $595.0 mH 
(LT interest earned: 24x; total interest 
coverage: 23x) :

Leaser UneapRalized Annual rentals $1392 mD. 

Pension Liability None 

Pfd Stock None" ■ -'::

Common Stock 413.400209 sht..

74620
837.3

7800.6
894.4

72805
867.0

NMF
11.2%

NMF
115%

41.7%
122%

37.7%
623%

346%
61.4%

422%
57.8%

11721
15672

11942
15666

11502
14582

7.1%
11.9%
11.9%

9.1%
122%
122%

46%
113%
113%

.9%
99%

2%
96%

46%
56%

CURRENT POSITION
can&.

Other.
Current Assets 
Accts Payable 
Debt Due 
Other
Current Liai).
Fix Chg. Cov.

1990 1991 9/30/92

78126
925.6

6308.0
924.3

64455
10055

9220.6
1043.0

9690.6
1110.7

9957.3
11949

10577
553.4

10750
7260

11250
7330

423%
11.8%

41.4%
11.1%

36.1%
11.9%

29.7%
11.3%

241%
11.5%

315%
120%

243%
52%

320%
11J%

320%
775%

Revenues ($min)A 
Not Profit (SmE)

7400
7079

tneemo Tax Rate. 
Net Profit Hergin

320%
710%

40.5%
59.5%

40.3%
59l7%

395%
60.1%

444%
54.6%

475%
527%

417%
543%

445%
55,7%

425%
575%

425%
575%

Long-Toms Drift Ratio 
Ccmmon Eauhv Ratio

420%
540%

11677
15242

12188
15614

1240
15721

14252
17007

15319
17413

16415
1610

17217
18064

77425
1340

18290
19090

Total bpItahSmO) 
Not Plant ftmUQ

2740
2090

95%
13.3%
13.3%

92%
127%
127%

9.7%
119%
119%

44%
114%
114%

92%
116%
13.6%

95%
110%
13.0%

5.0%
5.8%
5.8%

40%
125%
>25%

40%
725%
725%

%Eanud Tetri CapT 
% timed N»t Worth ' 
% timed Comm Equity

740%
745%
USX

5.5%
59%

4.8%
63%

55%
61%

42%
61%

55%
61%

55%
57%

NMF
NMF

45%
69%

4.0%
69%

% Retained to Comm Eg 
%AD Div’datoNetPref

55%
60%

338.2
2476.9
2815.1

981.1.
1822.3
1517.6
432UJ
320%

817.0
2578.1 
3353TT

690.9
1873.2
2085.3
4849.4 
320%

7215
2667.1
3389.0 
7412

1955.0 
2114S

BUSINESS: U S West Inc. is one o( seven regional phone holding 
cos. resulting Iron the AT&T breakup (owns 9.9% ol the former 
AT&T assets). Major substtaty, U S West Connmications 
(formerly: Mountaki Bell. Nonhwastam Bed, and Padfic Northwest 
Bel) serves Arir, Colo.. Idaho, Iowa, Minn.; Montana, Neb., N.-- 
Mex^ N. Dakota, Ore., S. Dakota Utah, Wash., and Wycm. Access

fines It service: 132 million, 'gt teico revenue breakdmvn: local 
servica 33%; tod, 14%; access charges, 25%; other, 28%, Teloo 
employees per 10,000 access Ones: 40.1 SI deprec rata: 6.9% 
Esi ptsit age: 5 yra Has 64.206 etiptoyees, about 900,000 share­
holders. Chrmn.. Prea & C.EO.: R. MoConridc Inc: CO. Address: 
7800 E. Orchard Rd., Englewood, CO 80111. Tel: 303-793-6500,

4811.1
360%

ANNUAL RATES Past, 
ddengs^sty lOVra 
Revenues 
“Cash Flow"
Earnings 
Dividends 
Book Value .

Past EafdW-Sl 
SYra toSS-ST 
4.5% 4.9%
4.5% 6.0%
1.0% . 9.5% 
7.0% . - 4.5% 
4.5% 4.5%

Cal- QUARTERLY REVENUES (Sb&L) FuO
endar Mar.31 JunJO SepJO DeoSI Yaw
1989 2394 2435 2323 2539 9690.6
1990 2426. 2411 2482 2638 9957.3
1991 2450 2501- 2617 3009 10577
1992 2510 2543 2562 3735 10730
1993 2600 260 7750 8250 11250

Cat- EARWIGS PER SHARE* . Full
endar Mtr51 JuilSO SepJO Dec31 Yew
1969 .69 .71 .70 .91 3.01
1990 .73 .72 .77. .69 3.11
1991 .73 .70 .66 *468 1.38
1992 .76 .75 .69 JS 3.05
1993 .77 .78 .79 M 120

Cat- QUARTERLY OMDENDS PAID e 1 FuO
endar Mar51 JunJO SepJO Oec.31 Year
1969 .44 .47 .47 .47 1.85
1990 .47 .50 .SO .50 1.97
1991 .50 .52 .52 .52 2.06
1992 .52 .53 .53 .53 211
1993 .53

The U S West cellular group is ex­
panding rapidly.- Over the past year, 
NewVector, the company’s cellular' com­
munications subsidiary, has added 
107,000 new subscribers, advancing its 
customer base by 40%. Considering the 
group’s calling region has nearly 19 mil­
lion potential subscribers, we expect new 
accounts and revenues to continue their 
strong growth. One of the hottest regions 
in the' country is in the Minneapolis/St. 
Paul" area in Minnesota.' However, the 
competition looms large aa an AT&T- 
McCaw Cellular merger will create a for­
midable foe with tremendous resources at
its disposal and a respected name. ............
Additional services will help to boost 
revenues further. Caller ID has recently 
been approved in New Mexico, Colorado, 
and Arizona. This service identifies the 
number, or name and number of a caller 
on a display unit at the subscriber’s tele­
phone. Caller ID is currently offered in 
Idaho, Iowa, and Nebraska with proposals 
pending in Oregon, Washington, and Wyo­
ming. Other services which will be offered 
include: Call 'IVace, Selective Call For­
warding, Priority Call (designated calls re­

ceive' a special ring), Call Rejection 
(specific calls are rejected), and Contin­
uous RediaL The company is also deter­
mining how to bring video and data capa­
bility to its residential customers. Tele­
phone and CATV suppliers are providing 
proposals on how best to provide these ad­
vanced services, which will include in­
expensive two-way voice communication, 
video capability, and integrated voice and 
data services. Meanwhile, the total num­
ber of access lines has increased 2.9% over 
tiie same period a year ago with business 
lines rising by 3.8%. And now that the 
economy is showing signs of firming, we 
expect these growth rates to continue 
through the year. For 1992, U S West like­
ly earned $3.05 a share. We believe earn­
ings will rise another 5% in 1993, totaling 
$3.20 a share.
High-quality U S West shares are 
ranked to match the broader market 
averages for the coming six to 12 
months. This stock is suitable for most 
conservative investors. It has a good divi­
dend yield and offers a worthwhile, risk 
adjusted, 3- to 5-year total return.
Mitchell A. Oppenheim January 15, 1993

(A) Hstonol figures (pre-1984) are not com­
parable to post-divesmure estimates and re­
sults. (B) Based on avg. shs. outstanding. Ind. 
ctaga of 13c. '86; $1.36, 91. Eld. non-

recurring gain: 38.24C: '89. 5C- 91 
don't add due to change in shaes outstanding. 
Ned earnings report due late January. (C) Next 
dividend meeting about March IS. Goes ex-

Factual maianal a obtainad tram aourcaa baiavad to ba MabM. but tha pubishar is not rasponsfcla lor any

dividend about January 20. Dividend paymeri 
dates: 1st of Feb.. May. Aug.. Nov. a Dividend 
renvestment plan available.
(D) In irilions, adjusted for stock spits.

; or omissions containod ha ran

Company's Financial Strength
Stock's price Stability
Price Growth Persistence
Earnings Predictability

A+
0
85
60

For tha corVidanOal usa of tifiscrfeari. Hapmng. copymg. and dstrtoutnn by parmssion only. Copynght 1993 by Valua Lina Pubkshinp. Inc. 9 Rag TM—Valua Line. me.



Exhibit No. FJH-1
Schedule 16
Page 1 of 6

Commonwealth Telephone Company

Discounted Cash Flow Model Using Only Projected
Growth in Earnings and Dividends Per Share Summary of Conclusion

Line

Proxy Group of
Five Independent

Proxy Group of 
Seven Regional

No. Ooerating Companies Holding Compani<

1. Dividend Yield (1) 2.8% 5.0% ;

2. Dividend Growth
Component (2) 0.1 0.1

3. Yield 2.9 5.1

4. Growth in Earnings and 
Dividends Per Share (3) 9.1 5.4

5. Indicated Return Rate 12.0% 10.5%

Notes: (1) From page 4 of Schedule 15.
(2) This reflects a growth rate component equal to one-half the 

average of the Value Line five-year projected growth rate in 
earnings and dividends per share and I/B/E/S projected five-year 
growth rate in earnings per share (from page 4 of this Schedule) 
x line 1 to reflect the periodic payment of dividends (Gordon 
Model) as opposed to the continuous payment. Thus, 2.8% x (1/2 x 
9.1%) - 0.1%.

(3) Conclusion of growth from page 4 of this Schedule.



Commonwealth Telephone Company 
Discounted Cash Flow Model Using Only 

Projected Growth in Earnings and Dividends Per Share 
for the Proxy Group of Five Independent OperatinR Companies

Century
Line
No.

Telephone
Enterprises

1. Dividend Yield (1) 1.1%

2. Dividend Growth
Component (2) 0.1

3. Yield 1.2

4. Growth in Earnings and
Dividends Per Share (3) 14.1

5. Indicated Return Rate 15.3%

Cincinnati 
Bell. Inc.

Lincoln 
Telecom. 
Company

Rochester 
Telephone 
Corp.

Telephone
6c Data 

Systems, Inc

4.1% 3.7% 4.4% 0.9%

0.1 0.1 0.1 0.1

4.2 3.8 4.5 1.0

5.8 6.3 5.6 13.9

10.0% 10.1% 10.1% 14.9%

Notes: (1) From page 4 of Schedule 15.
(2) This reflects a growth rate component equal to one-half the average of the Value Line five-year 

projected growth rate in earnings and dividends per share amd I/B/E/S projected five-year growth 
rate in earnings per sharer (from page 4 of this Schedule) x line 1 to reflect the periodic payment 
of dividends (Gordon Model) as opposed to the continuous payment. Thus, 1.1% x (1/2 x 14.1%) - 
0.1%.

(3) Conclusion of growth from page 4 of this Schedule.
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Commonwealth Telephone Company 
Discounted Cash Flow Model Using Only 

Projected Growth in Earnings and Dividends Per Share 
for the Proxy Group of Seven Regional Holding Companies

Line
No. Ameritech

Bell
Atlantic 
Corp.

BellSouth 
Corp.

NYNEX 
Corp.

Pacific
Telesis
Group

Southwestern 
Bell Corp.

U S West, 
Inc.

1. Dividend Yield (1) 5.0% 5.1% 5.1% 5.4% 4.8% 4.1% 5.2%

2. Dividend Growth
Component (2) 0.1 0.1 0.1 0.1 0.1 0.1 0.2

3 . Yield 5.1 5.2 5.2 5.5 4.9 4.2 5.4

4. Growth in Earnings and 
Dividends Per Share (3) 5.3 4.7 4.8 4.7 5.1 6.9 6.2

5. Indicated Return Rate 10.4% 9.9% 10.0% 10.2% 10.0% 11.1% 11.6%

Notes: (1) From page 4 of Schedule 15.
(2) This reflects a growth rate component equal to one-half the average of the Value Line five-year 

projected growth rate in earnings and dividends per share and I/B/E/S projected five-year growth 
rate in earnings per share (from page 4 of this Schedule) x line 1 to reflect the periodic payment 
of dividends (Gordon Model) as opposed to the continuous payment. Thus, 5.0% x (1/2 x 5.3%) - 0.1%.

(3) Conclusion of growth from page 4 of this Schedule.
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Commonwealth Telephone Company
Discounted Cash Flow Model Using Only

Pro]iected Growth in Earnings and Dividends Per Share

1 2 3 4 5 6 7 8

Value Line
Projected I/B/E/S Standard Average

1989-'’91 to Projected Mean Deviation Projected Conelusion
1995-•97 Five-Year of all of All Five-Year EPS of

Growth Rated) Growth Rate(2) Growth Rates Growth Rates Growth Rated) Growth(4)
No. of

DPS EPS EPS
(Mean)

Analysts

Proxy Group of Five
Indeoendent Operating Companies 
Century Telephone Enterprises 7.0% 28.0% 14.1% 13] 16.4% 10.7% 21.1% 14.1%
Cincinnati Bell, Inc. 5.0 6.5 6.6 (5] 6.0 0.9 6.6 5.8
Lincoln Telecommunications Co. 6.5 6.5 5.5 (2) 6.2 0.6 6.0 6.3
Rochester Telephone Corp. 3.0 8.5 7.9 [7] 6.5 3.0 8.2 5.6
Telephone & Data Systems, Inc. 6.0 28.0 15.3 (2) 16.4 11.0 21.7 13.9
Average 5.5% 15.5% 9.9% 12.7% 9.1%

Standard Deviation 1.6% 11.4% 4.5%

Proxy Group Seven
Regional Holding Companies
Ameritech 5.0% 5.5% 5.7% [16] 5.4% 0.4% 5.6% 5.3%
Bell Atlantic Corp. 4.0 4.0 6.7 [20] 4.9 1.6 5.4 4.7
BelISouth Corp. 3.5 6.0 6.0 [20] 5.2 1.4 6.0 4.8
NYNEX Corporation 4.0 5.0 5.8 [15] 4.9 0.9 5.4 4.7
Pacific Telesis Group 4.5 5.0 6.2 (19] 5.2 0.9 5.6 5.1
Southwestern Bell Corp. 5.5 9.0 7.3 [15] 7.3 1.8 8.2 6.9
U S West, Inc. 4.5 9.5 6.0 [17] 6.7 2.6 7.8 6.2
Average 4.4% 6.3% 6.2% 6.3% 5.4%

Standard Deviation 0.7% 2.1% 0.6%

Notes:
(1) As shown on pages 8 through 19 of Schedule 15. Historical growth rates are five-year compound growth rates. Stock turnover rates for the five years ended 1991 

based on shares traded and shares outstanding for the Proxy Group of Five Independent Telephone Operating Companies and the Proxy Group of Seven Regional Holding 
Companies were 3.3 and 3.2 years, respectively (see Schedule 7). Thus, this indicates the propriety of five year compound growth rates since the approximate 
investors' holding period horizon is no more than five years.

(2) Compound growth rates in earnings per share are the only projected growth rates available from the I/B/E/S monthly summary.
(3) Average of Value Line Projected Growth Rate in EPS (column 2) and I/B/E/S Projected Growth Rate (column 3).
(4) Equal weight given to projected earnings and dividends per share.

Source of Information: Value Line Investment Survey. January 15, 1993 and March 5,1993
I/B/E/S Custom Report. March 18, 1993
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Exhibit No. FJH-1
Schedule 16

Page 5 of 6

Conmonwealth Telephone Company 
Nunber of Standard of Deviations from the Mean of 

Projected Growth in Earnings and Dividends Per Share bv Company

Number of Standard Deviations from the Mean (1)

Value Line Projected 
1989-91 to 1995-97 

Growth Rate

I/B/E/S Projected 
Five-Year 

Growth Rate

Student's t-statistics 
for 3 Observations at 

the 95% Level of 
Confidence

Proxy Group of Five
Indeoendent Ooeratino Comoanies

OPS EPS EPS

Century Telephone Enterprises 0.9 1.1 0.2 4.3
Cincinnati Bell, Inc. 1.1 0.6 0.7 4.3
Lincoln Telecommunications Co. 0.5 0.5 1.2 4.3
Rochester Telephone Corp. 1.2 0.7 0.5 4.3
Telephone & Data Systems, Inc.

Proxy Group Seven
Reoional Holding Companies

0.9 1.1 0.1 4.3

Ameritech 1.0 0.3 0.8 4.3
Bell Atlantic Corp. 0.6 0.6 1.1 4.3
BelISouth Corp. 1.2 0.6 0.6 4.3
NYNEX Corporation 1.0 0.1 1.0 4.3
Pacific Telesis Group 0.8 0.2 1.1 4.3
Southwestern Bell Corp. 1.0 0.9 0.0 4.3
U S West, Inc. 0.8 1.1 0.3 4.3

Notes: (1) Number of standard deviations from the mean calculated using the following formula: 

0 = |x * x| = |7.0 - 16.4]

a 10.7

a - 0.9 (Century Telephone Enterprises, Value Line Five-Year Projected 
Growth Rate in DPS.)

Where:
D = The number of standard deviations from the mean 
x = suspected outlying growth rate 
x = mean of growth rates 
a ~ standard deviation of growth rates

Source of Information: Howard Balsley, Quantitative Research Methods for Business and Economics.
Random (1) Inc., 1970, pp 296-297



Exhibit No. FJH-1
Schedule 16
Page 6 of 6

Conrnonwealth Telephone Company 
Number of Standard of Deviations from the Mean of 

Projected Growth in Earnings and Dividends Per Share by Company

Number of Standard Deviations from the Mean (1) 
Value Line Projected I/B/E/S Projected 

1989*91 to 1995*97 Five-Year
Growth Rate Growth Rate

DPS EPS EPS

Proxy Group of Five
Indeoendent Ooeratino Companies
Century Telephone Enterprises 0.9 1.1 0.9
Cincinnati Bell, Inc. 0.3 0.8 0.7
Lincoln Telecommunications Co. 0.6 0.8 1.0
Rochester Telephone Corp. 1.6 0.6 0.4
Telephone & Data Systems, Inc. 0.3 1.1 1.2

Student's t-statistic for 5
Observations at the 95%
Level of Confidence 2.8 2.8 2.8

Proxy Group Seven
Reoional Holding Companies
Ameritech 0.9 0.4 0.8
Bell Atlantic Corp. 0.6 1.1 0.8
BelISouth Corp. 1.3 0.1 0.3
NYNEX Corporation 0.6 0.6 0.7
Pacific Telesis Group 0.1 0.6 0.0
Southwestern Bell Corp. 1.6 1.3 1.8
U S West, Inc. 0.1 1.5 0.3

Student's t-statistic for 7
Observations at the 95%
Level of Confidence 2.4 2.4 2.4

Notes: (1) Nunber of standard deviations from the mean calculated using the following formula:

0 = lx - xl = 17.0 - 5.51
a 1.6

a - 0.9 (Century Telephone Enterprises, Value Line Five-Year Projected 
Growth Rate in DPS.)

Where:
D = The nunber of standard deviations from the mean 
x - suspected outlying growth rate 
X = mean of growth rates 
a - standard deviation of growth rates

Source of Information: Howard Balsley, Quantitative Research Methods for Business and Economics.
Random House, Inc., 1970, pp 296-297



Exhibit No. FJH-1

Schedule 17
Page 1 of 9

Commonwealth Telephone Company 
Discounted Cash Flow Model Using the New York Public Service 

Commission - Staff Recommended Methodology 
Summary of Conclusion

No.

Proxy Group of
Five Independent 

Operating Companies

Proxy Group of 
Seven Regional 

Holding Companies

1. Dividend Yield (1) 2.99% 5.27%

2. Average of Projected Growth in Earnings
Per Share and Projected BR + SV (2) 10.9 5.9

3. Indicated Return Rate 13.89% 11.17%

4. Use 13.9% 11.2%

Notes: (1) From page 3, column 6 of this Schedule.
(2) Conclusion of growth from page 4, column 6 of this Schedule.



Exhibit No. FJH-1

Schedule 17
Page 2 of 9

Discounted Cash Flow Model Using the New York Public Service 
Commission - Staff Recommended Methodology

Adjusted
Average of Growth 
in Earnings Per DCF Derived

Dividend Share and Projected Cost of
Yield (1) BR + SV (2) Equity

Proxy Group of Five
Independent Operating Companies 
Century Telephone Enterprises 1.10%

i

16.1% 17.20%
Cincinnati Bell, Inc. 4.60 7.2 11.80
Lincoln Telecommunications Co. 3.73 6.3 10.03
Rochester Telephone Corp. 4.60 9.0 13.60
Telephone & Data Systems, Inc. 0.94 15.7 16.64

Proxy Group Seven
Regional Holding Companies 
Araeritech 5.31% 5.7% 11.01%
Bell Atlantic Corp. 5.33 6.1 11.43
BellSouth Corp. 5.57 5.2 10.77
NYNEX Corporation 5.59 4.9 10.49
Pacific Telesis Group 5.06 5.9 10.96
Southwestern Bell Corp. 4.26 7.0 11.26
U S.West, Inc. 5.76 6.3 12.06

Notes: (1)

(2)

From page 3, column 6 of this Schedule. 
From page 4, column 6 of this Schedule.



Commonwealth Telephone Company 
Calculation of the Adjusted Dividend Yield

1 2 3 4 5 6
Six Month Adjusted

Quarterly Average Adjustment Adjusted Annua1 Dividend

Proxy Group of Five
Independent Operating Companie

Dividend(l)

s

Price(2) Factor (3) Price (4) Dividend(5) Yield (6;

Century Telephone Enterprises $0,076 $27,702 0.038 $27,664 $0,305 1.10%
Cincinnati Bell, Inc. 0.203 17.719 0.100 17.619 0.810 4.60
Lincoln Telecommunications Co. 0.231 24.938 0.114 24.824 0.925 3.73
Rochester Telephone Corp. 0.398 34.792 0.197 34.595 1.592 4.60
Telephone & Data Systems, Inc.

Average

Proxy Group Seven
ReRional Holding Companies

0.086 36.594 0.043 36.551 0.345 0.94

2.99%

Ameritech $0,933 $70,771 0.461 $70,310 $3,730 5.31%
Bell Atlantic Corp. 0.670 50.657 0.331 50.326 2.680 5.33
BellSouth Corp. 0.726 52.490 0.359 52.131 2.905 5.57
NYNEX Corporation 1.180 85.000 0.584 84.416 4.720 5.59
Pacific Telesis Group 0.560 44.511 0.277 44.234 2.240 5.06
Southwestern Bell Corp. 0.750 70.855 0.371 70.484 3.000 4.26
U S West, Inc. 0.560 39.177 0.277 38.900 2.240 5.76

Average 5.27%

Notes: (1) (Column 5 + 4).
(2) From page 9, column 4 of this Schedule.
(3) ((45) + (91) x Column 1).
(4) Column 2 - Column 3.
(5) Estimated quarterly dividends payments from the second quarter 1993 through the first 

quarter 1994 from Value line.
(6) Column 5 -*■ Column 4.

Source of Information: Standard & Poor's Compustat Services, Inc., Telecommunications Compustat II
Value Line Investment Survey. January 15, 1993 and March 5, 1993
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Commonwealth Telephone Company 
Discounted Cash Flow Model using 

Projected Growth in Earnings per share and BR ♦ SV

1 2 3 4 5 6_

Standard
I/B/E/S Mean Deviation

Projected of al l of All Conclusion
Five-Year Growth Growth of

BR + SV (1) Growth Rate(2) Rates Rates Growth(3)
No. of

EPS Analysts 
(Mean)

Proxy Group of Five
Independent Operating Companies 
Century Telephone Enterprises 18.0% 14.1% [31 16.1% 2.8% 16.1%
Cincinnati Bell, Inc. 7.7 6.6 15] 7.2 0.6 7.2
Lincoln Telecommunications Co. 7.1 5.5 [2] 6.3 1.1 6.3
Rochester Telephone Corp. 10.0 7.9 [7] 9.0 1.5 9.0
Telephone & Data Systems, Inc. 16.0 15.3 [2] 15.7 0.5 15.7

Average 11.8% 9.9% 10.9%

Standard Deviation 5.0% 4.5%

Proxy Group Seven
Regional Holding Companies
Ameritech 5.7% 5.7% [18] 5.7% 0.0% 5.7%
Bell Atlantic Corp. 5.5 6.7 [20] 6.1 0.8 6.1
BellSouth Corp. 4.4 6.0 [20] 5.2 1.1 5.2
NYNEX Corporation 4.0 5.8 [15] 4.9 1.3 4.9
Pacific Telesis Group 5.5 6.2 [19] 5.9 0.5 5.9
Southwestern Bell Corp. 6.6 7.3 [15] 7.0 0.5 7.0
U S West, Inc. 6.5 6.0 [17] 6.3 0.4 6.3

Average 5.5% 6.2% 5.9%

Standard Deviation 1.0% 0.6%

Notes: (1) From page 7, Column 12 of this Schedule.
(2) Compound growth rates in earnings per share are the only projected growth rates available.from the 

I/B/E/S monthly sunnary.
(3) Equal weight given to projected l/B/E/S growth rates in earnings and Br ♦ SV.

Source of Information: Value Line Investment Survey. January 15, 1993 and March 5, 1993 
I/B/E/S Custom Report. March 18,1993
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Conrnonwealth Telephone Company 
Number of Standard of Deviations from the Mean of 

Projected Growth in I/B/E/S Earnings Per Share and BR ♦ SV by Company

Number of Standard Deviations from the Mean(l)

Value Line Projected 
1989-91 to 1995-97

Growth Rate______
(8R+

SV)

I/B/E/S Projected 
Five-Year 

Growth Rate

EPS

Student's t-statistics 
for Z Observations at 

the 95% Level of 
Confidence

Proxy Group of Five 
Independent Operating Companies
Century Telephone Enterprises 0.7 
Cincinnati Bell, Inc. 0.6 
Lincoln Telecommunications Co. 0.7 
Rochester Telephone Corp. 0.7 
Telephone & Data Systems, Inc. 0.6

0.7 12.7
0.8 12.7
0.7 12.7
0.7 12.7
0.8 12.7

Proxy Group Seven 
Regional Holding Companies
Ameritech NMF 
Bell Atlantic Corp. 0.7 
BellSouth Corp. 0.7 
NYNEX Corporation 0.7 
Pacific Telesis Group 0.8 
Southwestern Bell Corp. 0.8 
U S West, Inc. 0.5

NMF 12.7
0.8 12.7
0.7 12.7
0.7 12.7
0.6 12.7
0.6 12.7
0.7 12.7

Notes: (1) Number of standard deviations from the mean calculated using the following formula:

D = lx - xl = |18.0 - 16.11
<7 2.8

a = 0.7 (Century Telephone Enterprises Five-Year Projected Growth Rate in BR + SV.) 

Uhere:
D * The nunber of standard deviations from the mean 
x = suspected outlying growth rate 
x = mean of growth rates 
a - standard deviation of growth rates

Howard Balsley, Quantitative Research Methods for Business and Economics. Random House, 
Inc., 1970, pp 296-297

Source of Information:
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Commonwealth Telephone Company 
Number of Standard of Deviations from the Mean of 

Projected Growth in 1/B/E/S Earnings Per Share and BR + SV by Company

Proxy Group of Five 
Independent Operating Companies 
Century Telephone Enterprises 
Cincinnati Bell, Inc.
Lincoln Telecommunications Co. 
Rochester Telephone Corp. 
Telephone & Data Systems, Inc.

Student's t-statistic for 5 
Observations at the 95%
Level of Confidence

Proxy Group Seven 
Regional Holding Companies 
Amerttech
Bell Atlantic Corp.
BellSouth Corp.
NYNEX Corporation 
Pacific Telesis Group 
Southwestern Bell Corp.
U S West, Inc.

Student's t*statistic for 7 
Observations at the 95%
Level of Confidence

Number of Standard Deviations from the Mean (1) 
Value Line Projected l/B/E/S Projected

1989-91 to 1995-97 Five-Year
Growth Rate_________________ Growth Rate

(BR+
SV) EPS

1.2
0.8
0.9
0.4
0.8

2.2
0.7
1.0
0.4
1.2

2.6 2.6

0.2
0.0
1.1
1.5
0.0
1.1
1.0

0.8
0.8
0.3
0.7
0.0
1.8
0.3

2.4 2.4

Notes: (1) Number of standard deviations from the mean calculated using the following formula:

D = lx • xl = |18.0 • 11.81

o 5.0

o - 1.2 (Century Telephone Enterprises Five-Year Projected Growth Rate in BR ♦ SV.) 

Where:
D = The number of standard deviations from the mean 
x = suspected outlying growth rate 
x = mean of growth rates 
a - standard deviation of growth rates

Source of Information: Howard Balsley, Quantitative Research Methods for Business and Economics. Random House,
Inc., 1970, pp 296*297
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Corcmonwealth Telephone Conyany 
Discounted Cash Flow Model 

Calculation of Projected Growth in "SR ♦ SV*1

1 2 3 4 5 6 7 8 9 10 11 12
Rate of

Value Line Projected Return on
1995 -1997 CD Book

1995 Avg. Common Retention
EPS DPS BVPS BVPS (2) BVPS (3) Eauitv (4) Rate (5) ,,BR,,(6) "S"(7) »V”(8) "SV"(9) MBr+SV"(10)

Proxy Group of Five
Independent Operating Companies 
Century Telephone Enterprises S2.40 $0.40 $14.60 $12.60 $13.60 17.65% 83.33% 14.71% 4.51% 72.79% 3.28% 17.99%
Cincinnati Bell, Inc. 1.90 1.00 11.35 10.45 10.90 17.43 47.37 8.26 (1.30) 46.95 (0.61) 7.65
Lincoln Telecomnunications Co. 2.25 1.10 16.50 15.35 15.93 14.12 51.11 7.22 (0.17) 52.82 (0.09) 7.13
Rochester Telephone Corp. 3.00 1.75 22.60 21.35 21.98 13.65 41.67 5.69 9.18 46.76 4.29 9.98
Telephone & Data Systems, Inc. 2.65 0.40 21.60 19.35 20.48 12.94 84.91 10.99 10.19 49.26 5.02 16.01

Average 9.37% 4.48% 53.72% 2.38% 11.75%

Proxy Group Seven
Regional Holding Companies
Ameritech $6.40 $4.15 $35.90 $33.65 $34.78 16.40% 35.16% 6.47% (1.37%) 59.23% (0.81%) 5.66%
Bell Atlantic Corp. 4.25 3.00 23.05 21.80 22.43 18.95 29.41 5.57 (0.09) 61.37 (0.06) 5.51
BellSouth Corp. 4.65 3.30 32.50 31.15 31.83 14.61 29.03 4.24 0.43 47.04 0.20 4.44
NYNEX Corporation 7.90 5.75 55.10 52.95 54.03 14.62 27.22 3.98 0.11 45.26 0.05 4.03
Pacific Telesis Group 3.80 2.35 23.80 22.35 23.08 16.46 38.16 6.28 (1.40) 54.65 (0.77) 5.51
Southwestern Bell Corp. 6.30 3.74 40.00 37.44 38.72 16.27 40.63 6.61 0.02 56.31 0.01 6.62
U S West, Inc. 4.30 2.60 29.65 27.95 28.80 14.93 39.53 5.90 1.58 37.97 0.60 6.50

Average 5.58% (0.10%) 51.69% (0.11%) 5.47%

Notes:

(1) From pages 8 through 19 of Schedule 15. Assumed for the year 1996.
(2) Colunn 3 ■ Column 1 ♦ Colum 2. Assuned for the year 1995.
(3) (Column 3 + Column 4) * 2.
(4) Column 1 * Column 5.
(5) (Column 1 * Colum 2) + Column 1.
(6) Colum 6 x Colum 7.
(7) From page 8 of this Schedule.
(8) From page 9, column $ of this Schedule.
(9) Column 9 x Column 10.

(10) Colum 6 + Colum 11.

Source of Information: Value Line Investment Survey. January 15, 1993 and March 5,1993
Standard & Poor's Compustat Services, Inc., Telecommunications Compustat II
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Commonwealth Telephone Company
Calculation of Five Year Average Growth in Coitmon Shares Outstanding

1986
Common
Shares 86-87 

Outstanding Growth

1987
Common
Shares 87-88 

Outstanding Growth

1988
Cornnon
Shares 88-89 

Outstanding Growth

1989
Common
Shares 89-90 

Outstanding Growth

1990
Common
Shares 90-91 

Outstanding Growth

Five Year 
1991 Average

Common Cornnon 
Shares Share 

Outstanding Growth

Proxy Group of Five 
Independent Operating Companies 
Century Telephone Enterprises 
Cincinnati Bell, Inc.
Lincoln Telecommunications Co. 
Rochester Telephone Corp. 
Telephone & Data Systems, Inc.

Average

Proxy Group Seven 
Regional Holding Companies 
Ameritech
Bell Atlantic Corp. 
BellSouth Corp.
NYNEX Corporation 
Pacific Telesis Group 
Southwestern Bell Corp.
U S West, Inc.

Average

37.881 5.09% 39.808
65.836 (2.87) 63.944
16.596 4.46 17.336
20.572 5.65 21.734
21.695 6.73 23.155

285.915 (3.95%) 274.610
397.942 (0.44) 396.186
476.969 0.89 481.225
202.700 (0.61) 201.468
430.550 (0.80) 427.122
299.880 0.19 300.448
379.952 (2.31) 371.158

2.05% 40.626 12.69%
(2.71) 62.208 (3.71)
(4.88) 16.490 0.00
5.59 22.948 10.00
7.08 24.794 19.25

(1.97%) 269.198 0.37%
(0.54) 394.030 0.11
(3.57) 464.043 3.77
(2.25) 196.945 0.05
(1.92) 418.911 (0.50)
(0.01) 300.414 0.06
(1.58) 365.284 2.38

45.782 1.02% 46.251
59.902 1.73 60.937
16.490 (0.14) 16.467
25.242 14.34 26.861
29.566 2.54 30.317

270.191 (2.17%) 264.326
394.454 (0.32) 393.191
481.553 0.09 481.972
197.045 1.55 200.096
416.810 (4.16) 399.459
300.583 (0.24) 299.669
373.992 5.21 393.493

1.72% 47.048 4.51%
1.08 61.595 (1.30)

(0.27) 16.422 (0.17)
10.33 31.843 9.18
15.33 34.964 10.19

4.48%

0.87% 266.633 (1.37%)
0.73 396.051 (0.09)
0.98 486.698 0.43
1.81 203.724 0.11
0.39 401.018 (1.40)
0.10 300.158 0.02
4.18 409.936 1.58

(0.10%)

Source of Information: Standard S Poor's Compustat Services, Inc. Telecommunicatons Compustat II
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Commonwealth Telephone Company 
Calculation of the Premium/Discount of a 

Company's Stock Price Relative to It's Book Value

1 2 3 4 5
Beginning Ending Average Six Month
Book Value Book Value Book Value Average V

Per Share(l) Per Share(2) Per Share(3) Price (4) Factor(5)

Proxy Group of Five
Independent Operating Companies 
Century Telephone Enterprises $ 7.391 $ 7.685 $ 7.538 $27,702 72.79%
Cincinnati Bell, Inc. 9.410 9.390 9.400 17.719 46.95
Lincoln Telecommunications Co. 11.510 12.020 11.765 24.938 52.82
Rochester Telephone Corp. 18.075 18.975 18.525 34.792 46.76
Telephone & Data Systems, Inc. 18.690 18.445 18.568 36.594 49.26

Average 53.72%

Proxy Group Seven
Regional Holding Companies 
Ameritech $31,400 $26,300 $28,850 $70,771 59.23%
Bell Atlantic Corp. 20.300 18.840 19.570 50.657 61.37
BellSouth Corp. 27.520 28.080 27.800 52.490 47.04
NYNEX Corporation 46.020 47.030 46.525 85.000 45.26
Pacific Telesis Group 19.735 20.635 20.185 44.511 54.65
Southwestern Bell Corp. 30.510 31.400 30.955 70.855 56.31
U S West, Inc. 24.010 24.590 24.300 39.177 37.97

Average 51.69%

Notes: (1) Estimated using Value Line data at the end of the third quarter, 1992.
(2) Estimated using Value Line data at the end of the first quarter, 1993.
(3) (Column 1 + Column 2) +2.
(4) Six-month average ending March 1993 of monthly high and low stock; prices. -
(5) (1 - (Column 3 t Column 4)). ^

vO

o
Source of Information: Standard & Poor's Compustat Services, Inc., Telecommunications Compustat II ^

Value Line Investment Survey. January 15, 1993 and March 5, 1993 ^

E
x
h
i
b
i
t 

N
o
. 

F
J
H
-
 

S
c
h
e
d
u
l
e 

1
7



Exhibit No. FJH-1

Schedule 18
Page 1 of 11

Commonwealth Telephone Company 
Indicated Common Equity Cost Rate 

Through Use of a Risk Premium Model

Proxy Group Proxy Group
of Five of Seven

Independent Telephone

Line Operating Holding

No. Companies Companies

1. Prospective Yield on A Rated Public
Utility Bonds (1) 7.9% 7.9%

2. Adjustment to Reflect Bond Rating
of Difference (0.1)(2) (0.2) (3;

3. Adjusted Prospective Yield 7.8 7.7

4. Equity risk premium (4) 5.5 5.4

5. Risk Premium Derived Common
Equity Cost Rate 13.3% 13.1%

Notes: (1) Average forecast based upon five quarterly estimates of A rated
seasoned public utility bonds per the consensus of nearly 50
economists reported in Blue Chio Financial Forecasts; dated April
1993 (see page 2 of this Schedule) The estimates are detailed

below.
Second Quarter 1993 7.7%
Third Quarter 1993 7.8
Fourth Quarter 1993 7.9
First Quarter 1994 8.0
Second Quarter 1994 8.1

Average 7.9%

(2) One-third of the average 1988-1992 yield spread of A over AA rated
public utility bonds of 23 basis points (from page 5 of this
Schedule) (1/3 x .23 = .077, rounded to .1%) in order to reflect the 
A+ bond rating of the proxy group.

(3) The average 1988-1992 yield spread of A over AA rated public utility 
bonds of 23 basis points (from page 5 of this Schedule) rounded to 
.2% in order to reflect the AA bond rating of the proxy group.



Page 2 BLUE CHIP FINANCIAL FORECASTS ____ April 1993

Exhibic No. FJH-
Schedule 18
Page 2 of 11

Consensus Forecasts Of U.S. Interest Rates And Key Assumptions1

Instrument 
Prime Rate 
LIBOR 3-Mo.
Fed Funds Rate 
Commercial Paper. 1-Mo. 
Treasury Bill Yield, 3-Mo. 
Treasury BQl Yield, 6-Mo. 
Treasury Bill Yield, 1-Yr. 
Treasury Note Yield, 2-Yr. 
Treasury Note Yield, 5-Yr. 
Treasury Note Yield, 7-Yr. 
Treasury Note Yield, 10-Yr. 
Treasury Bond Yield, 30-Yr. 
Corporate Aaa Bond Yield 
A Utility Bond Yield 
Home Mortgage Rate

Kev Assumptions 
Fed's Trade-Weighted S Index 
Real Gross Domestic Product 
GDP Implicit Deflator 
Consumer Price Index

.......... ....... ■■■History ——......... ...................—
Week Ending---------- --------Month------- Latest Q*

Iar.26 Mar.19 Mar. 12 MslI Feb. Jan. DSSa mm
6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00
3.13 3.13 3.13 3.08 3.12 332 330 3.13
2.93 3.04 3.02 3.24 3.03 3.02 392 3.04
3.14 3.16 3.15 3.13 3.14 331 3.71 3.17
3.00 3.06 3.04 3.04 3.01 3.13 332 3.06
3.14 331 3.18 3.14 3.08 337 330 3.17
330 336 339 330 339 330 3.71 3.41
3.93 3.99 4.03 3.85 4.10 439 4.67 4.15
530 533 534 5.09 5.43 5.83 6.08 5.48
5.67 5.73 5.65 534 5.87 636 6.46 5.93
5.98 6.03 5.96 5.90 636 6.60 6.77 638
6.83 6.85 6.76 6.79 7.09 734 7.44 7.08
739 7.61 734 736 7.71 7.91 7.98 7.73
7.73 738 7.62 7.47 7.80 8.13 837 7.84
730 737 747 7.44 7.68 8.02 8.22 7.73

History
IQ 2Q 3Q 4Q IQ 2Q 3Q 4Q

1221 1991 1221 1221 1222 1222 1222 1222
84.6 93.0 933 883 883 88.0 81.8 883
-3.0 1.7 13 0.6 39 13 3.4 4.7
53 33 34 34 3.1 37 30 23
33 34 37 3.6 39 33 36 33

- Consensus Forecasts - Quarterly Avg. -
2Q 3Q 4Q IQ 2Q

1222 1222 1222 1224 1224
6.0 6.0 6.1 63 63
33 3.4 3.7 3.9 4.1
3.0 3.1 3.4 3.6 3.8
33 33 3.6 3.8 4.0
3.0 33 3.4 3.6 3.7
33 33 33 3.7 3.9
3.4 33 3.7 3.9 4.1
4.0 43 4.4 4.6 4.8
53 5.4 5.6 5.7 5.9
5.7 5.8 6.0 6.1 63
6.0 6.1 63 6.4 63
6.8 6.9 7.0 7.1 73
73 73 7.6 7.7 7.8
7.7 7.8 7.9 8.0 8.1
73 7.6 7.7 7.9 7.9

- Consensus Forecasts • Quarterly Ave. -
2Q 3Q 4Q IQ 2Q

1222 1222 1222 1222 1224
93.1 943 94.9 95.0 953

3.0 33 33 33 3.0
37 38 39 3.1 33
3.0 3.1 33 3.4 33

•Panel roemben' forecasts ate on page* 4 through 8. Historical data for interest rates (except LIBOR) is from Federal Reserve Statistical Release (FRSR) H. 1S and 
Fed Bulletin. LIBOR quotes available from Telente. Definitions of interest rates reported here ate same as those in FRSR H.15. Treasury bQl history and 
forecasts are on an investment or bond equivalent yield basis. Trade-weighted U.S. £ Index is from FRSR G-5 and Fed Bulletin. Real GDP, GDP Implicit Deflator 
and Consumer Price Index history from "Survey of Current Busmess,'’ US. Department of Commerce. "Through week ended March 26.

U.S. 3-Mo. T-Bills & 30-Yr. T-Bonds1 U.S. Treasury Yield Curve
Week ended Mar. 26,1993 vs.

-leso-------- 1991 — —1992----------1993— 1994

US. Real GDP1 US. Consumer Price Index1

— 1990-------- 1991— —1992— - 1993— 1994 -1990-------- 1991 - — 1992— -1993— 1994

iT-Bill and T-bond yield* through dw wedt aided Much 26 were used for 1A quana 1993. Consaaus forecasts 
from February 1993 issue woe used fori Aquaria 1993 GDP and CPL
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Exhibit No. FJH-1
Schedule 18
Page 3 of 11

ConuwnweaUh Telephone Company 
Comparison of Bond Ratings for the Proxy Group of 
Five Independent Operating Companies and the Proxy

Grouo of :Seven Regional Holding Comoanies

Rating
March 1993

Standard & Poor's Bond

Bond
Rating

Numerical
Weighting

(1)

Average
Nunerical
Weighting

Proxy Group of Five
Indeoendent Ooeratino Comoanies
Century Telephone Enterprises NR N/A
Cincinnati Bell, Inc.

Cincinnati Bell Telephone Co. AA- 4.0
Lincoln Telecommunications

Lincoln Telephone & Telegraph AAA 1.0
Rochester Telephone Co. A+ 5.0
Telephone and Data Systems BBB 9.0

Average for the Group A+ 4.8

Proxy Group of Seven
Reoional Holding Comoanies
American Information Tech.

Wisconsin Bell AAA 1
Ohio Bell Telephone Company AAA 1
Illinois Bell Telephone Co. AAA 1
Michigan Bell Telephone Co. AAA 1
Indiana Bell Telephone Co. AAA 1

Average AAA 1.0
Bell Atlantic Corporation

Chesapeake & Potomac Tel*MD AA 3
Chesapeake & Potomac Tel-WVA AA 3
Bell Telephone Co. of PA AA 3
Diamond State Telephone Co. AAA 1
Chesapeake & Potomac Tel*DC AA 3
New Jersey Bell Telephone Co. AAA 1
Chesapeake & Potomac Tel-VA AA+ 2

Average AA+ 2.3

Bell South Corporation
Bell South Telecommunications Inc. AAA 1
South Central Bell Telephone m 1

Average AAA 1.0
NYNEX Corp.

New England Tele & Teleg AA- 4
New York Telephone Co. A 6

Average A+ 5.0
Pacific Telesis Group

Pacific Bell AA- 4.0
Southwestern Bell Corp.

Southwestern Bell Telephone A+ 5.0
U S West Inc.

U S West Communications, Inc..(2) Ml iA

Average for the Group AA 3.2

Note: (1) As developed on page 3 of this Schedule.
(2) Ratings are those of Mountain States Telephone & Telegraph, Pacific

Northwest Bell Telephone Company and Northwestern Bell Telephone Company.

Source of Information: Standard & Poor's Bond Guide



Exhibit No. FJH-1

Schedule 18
Page 4 of 11

Numerical Assignment for 
Standard & Poor's Bond Ratings

Standard & Poor's 
Bond Rating

Numerical 
Bond Weighting :

AAA 1

AA+ 2

AA 3
AA- 4

A+ 5
A 6
A- 7

BBB+ 8
BBB 9
BBB- 10

BB+ 11
BB 12
BB- 13



Standard & Poor's
Comparison of Interest Rate Trends 

for Investor-Owned Public Utility and Industrial Companies 
______________ for the Years 1983 - 1992 and 1993 to Date

AAA Rated AA Rated A Rated BBB Rated Spread on
Public Public Public Public Public Utility Bonds

Tears Utilities Industrials Soread Utilities Industrials Spread Utilities Industrials Spread Utilities Industrials Spread A over AA
1983 11.88 11.45 0.43 12.01 11.71 0.30 12.29 12.05 0.24 12.81 12.76 0.05 0.28
1984 N/A 12.43 N/A 13.08 12.80 0.28 13.38 13.12 0.26 14.09 13.85 0.24 0.30
1985 N/A 10.94 N/A 11.38 11.45 (0.07) 11.77 11.54 0.23 12.12 12.20 (0.08) 0.39
1986 N/A 9.02 N/A 9.23 9.57 (0.34) 9.60 9.66 (0.06) 10.00 10.37 (0.37) 0.37
1987 N/A 9.32 N/A 9.55 9.77 (0.22) 9.86 9.98 (0.12) 10.29 10.46 (0.17) 0.31
1988 N/A 9.55 N/A 9.93 9.92 0.01 10.21 10.35 (0.14) 10.52 10.79 (0.27) 0.28
1989 N/A 9.16 N/A 9.43 9.47 (0.04) 9.72 9.94 (0.22) 9.93 10.35 (0.42) 0.29
1990 N/A 9.34 N/A 9.67 9.66 0.01 9.88 10.07 (0.19) 10.17 10.86 (0.69) 0.21
1991 N/A 8.69 N/A 9.23 9.04 0.19 9.39 9.51 (0.12) 9.53 10.04 (0.51) 0.16

Jan.1992 N/A 8.13 N/A 8.79 8.38 0.41 8.97 8.90 0.07 8.98 9.25 (0.27)
Feb.1992 N/A 8.32 N/A 8.89 8.61 0.28 9.06 9.12 (0.06) 9.13 9.44 (0.31)
Mar.1992 N/A 8.57 N/A 8.95 8.74 0.21 9.15 9.29 (0.14) 9.24 9.47 (0.23)
Apl.1992 N/A 8.57 N/A 8.97 8.75 0.22 9.16 9.28 (0.12) 9.23 9.42 (0.19)
May 1992 N/A 8.50 N/A 8.93 8.68 0.25 9.12 9.22 (0.10) 9.15 9.25 (0.10)
Jun.1992 N/A 8.45 N/A 8.91 8.63 0.28 9.09 9.18 (0.09) 9.11 9.20 (0.09)
Jut.1992 N/A 8.21 N/A 8.82 8.37 0.45 9.00 8.98 0.02 8.97 9.01 (0.04)
Aug.1992 N/A 8.02 N/A 8.79 8.19 0.60 8.91 8.85 0.06 8.92 8.89 0.03
Sep.1992 N/A 7.98 N/A 8.71 8.15 0.56 8.94 8.72 0.22 8.91 8.98 (0.07)
Oct.1992 N/A 8.17 N/A 8.48 8.35 0.13 8.97 8.78 0.19 8.95 9.13 (0.18)
Nov.1992 N/A 8.23 N/A 8.55 8.40 0.15 8.75 8.81 (0.06) 8.85 9.14 (0.29)
Dec.1992 N/A 8.06 N/A 8.45 8.22 0.23 8.66 8.57 0.09 8.72 8.99 (0.27)
Avg.1992 N/A 8.27 N/A 8.77 8.46 0.31 8.98 8.98 0.01 9.01 9.18 (0.17) 0.21

Average spread 1983 through 1992 0.28

Average spread 1988 through 1992 0.23

Jan.1993 N/A 7.99 N/A 8.20 8.13 0.07 8.63 8.48 0.15 8.52 8.94 (0.42)
Feb.1993 N/A 7.82 N/A 8.10 7.87 0.23 8.58 8.28 0.30 8.31 8.81 (0.50)
Avg.1992 N/A 7.91 N/A 8.15 8.00 0.15 8.61 8.38 0.22 8.42 8.68 (0.46) 0.46

Note: (1) In January 1984 the AAA Public Utility Bond Yield was suspended because of lack of appropriate issues.

Source of Information: Standard & Poor's Statistical Service - Security Price Index Record
Standard & Poor's Monthly Bond Guide
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Exhibit No. FJH-1

Schedule 18
Page 6 of 11

Commonwealth Telephone Company
Judgment of Equity Risk Premium for the Proxy Group of Five Independent Operating 

Companies and the Proxy Group of Seven Regional Holding Companies

Line
No.

1.

2.

3.

Proxy Grouop 
of Five 

Independent 
Operating 
Companies

Calculated equity risk premium 
based on the total market using 
the beta approach (1) 6.9%

Mean equity risk premium based on 
two studies using holding period 
returns of public utilities (2) 4.0

Proxy Group 
of Seven 
Regional 
Holding 
Companies

5.9%

4.8

Average equity risk premium 5.5% 5.4%

Notes:

(1) From page 7 of this Schedule.

(2) From page 8 of this Schedule.
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Commonwealth Telephone Company
Derivation of Equity Risk Premium on the Total Market Approach 

Using the Beta for the Proxy Group of Five Independent Operating Companies 
and the Proxy Group of Seven Regional Holding Companies

Line
No.

1. Arithmetic mean total return rate on
the Standard & Poor's 500 Composite 
Index - 1926-1992 (1)

2. Arithmetic mean total return rate
on the Salomon Brothers Long-Term 
High-Grade Corporate Bond Index
1926-1992 (1)

3. Equity risk premium

4. Adjusted Value Line Beta (2)

5. Beta adjusted equity risk premium

Proxy Group 
of Five 
Independent 
Operating 
Companies

12.4%

(5.8) 

6.6 

xl. 04 

6.9%

Proxy Group 
of Seven 

Regional 
Holding 
Companies

12.4%

(5.8) 

6.6 

xO. 90 

5.9%

Notes: (1) From Stocks. Bonds. Bills and Inflation - Quarterly Market Reports.
Volume 10, Number 4, 1992, Ibbotson Associates, Inc., Chicago, IL

(2) See page 11 of this Schedule.
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Commonwealth Telephone Company Schedule 18
Derivation of Mean Equity Risk Premium Based on Two Studies Page 8 of 11 

Using Holding Period Returns of Public Utilities
Over A Rated 

Public Utility Bonds
Over Aa Rated 

Public Utility Bonds

Line
No.

Time
1.

Period
Arithmetic Mean Holding Period 
Returns (3):

Standard & Poor's Public 
Utility Index 
Public Utility Securities

AUS Consultants 
Utility 

Services Group 
S tudy (1)

1

1928-1991

10.9%

a.) Salomon Brothers Long-Term 
High-Grade Corporate Based 
Index
Aa Rated Public Utility Bonds 
A Rated Public Utility Bonds

Equity Risk Premium

a.) Adjustment to reflect yield 
spread between Aa rated public 
utility bonds and bonds used 
in the study

b.) Adjustment to reflect yield 
spread between A rated public 
utility bonds and bonds used 
in the study

Adjusted Equity Risk Premium

(5.7)

5.2

(0,5)(6)

4.7%

Soldofsky 
Study (2) 

2
1972-1981

AUS Consultants 
Utility 

Services Group 
S tudy (1)

3
1928-1991

10.9%
9.2%

(5.7)

(6.0)(4) _____

3.2(5) 5.2

3.2%

(0.1)(7)

5.1%

Soldofsky 
Study (2) 

4
1972-1981

8.7%

(4.2)(4)

4.5 (5)

4.5%

6. Midpoint of Range 4.0% 4.8%

Notes:
(1) S&P Public Utility Index and Long-Term Corporate Bonds (Salomon Brothers Long-Term High 

Grade Corporate Bond Index) year-by-year total returns 1928-1991, AUS Consultants - 
Utility Services Group, 1992.

(2) Robert M. Soldofsky, "Return Premiums on Utility Common Stock", Quarterly Review of 

Economics, Summer 1985.
(3) Holding period returns are calculated based upon income received (dividends and 

interest) plus the relative change in market value of a security over a one-year holdin 

period.
(4) Debt return rate shown in column 2 is based on public utilities with Aa rated bonds.

Debt return rate shown in column 4 is based on public utilities with A rated bonds.
Study also reported that the debt return rate for public utilities with Baa rated bonds 
was 5.7%.

(5) Premium shown in column 2 is based on public utilities with Aa rated bonds. Premium
shown in column 4 is based on public utilities with A rated bonds. Study also reported 
that the premium for public utilities with Baa rated bonds was 4.0%.

(6) Spread calculated as the difference in the arithmetic mean yields on A rated public
utility bonds of 6.5% and Aaa and Aa rated corporated bonds, as a proxy for the Salomon 
Brothers Long-Term High-Grade Corporate Bonds Index, of 6.0% for the years 1928-1992, 
inclusive.

(7) Spread calculated as the difference in the arithmetic mean yields on Aa rated public 
utility bonds of 6.1% and Aaa and Aa rated corporate bonds, as a proxy for the Salomon 
Brothers Long-Term High-Grade Corporate Bonds Index, of 6.0% for the years 1928-1992, 
inclusive.
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Commonwealth Telephone Company
Mean Equity Risk Premium Based on Three Studies Encompassing 
Shorter Time Periods and Based on DCF Used Only as a Check

Line
No.

1. Other Studies Used as a Check
(a) Brigham, Shome & Vinson 

(1966-1984)
(b) Brigham, Shome & Vinson 

(1980-6/1984)
(c) AUS Consultants (1981-1986)

2. Average

3. Prospective yield on 20-year U.S.
Treasury Bonds (2)

4. Spread

5. Equity risk premium increase per one
percentage point decrease in bond 
yield (3)

6. Increase in equity risk premium

7. Average equity risk premium from other
other studies used as a check:
Over Aa rated public utility bonds 
Over A rated public utility bonds

8. Average equity risk premium from other
studies used as a check adjusted to 
reflect the increase in equity risk 
premium occasioned by a decrease in 
bond yield:

Over Aa rated public utility bonds 

Over A rated public utility bonds

Average Risk Premium (1) Average Yield
Over A Over Aa 20-Year

Rated Public Rated Public U.S. Treasury
Utility Bonds Utility Bonds Bonds

3.6% 3.9% . 8.4%(4)

2.6 3.2 12.4 (4)
3.0 3.0 11.5 (4)

3.1% 3.4% 10.8%

6.7

4.1

x .63

2.6

+ 3.1
+ 3.4

5.7%

6.0%

Notes: (1) From page 10 of Schedule 20.
(2) Average forecast based upon five quarterly estimates of 10- and 30-year 

Treasury Bond yields of 6.3% and 7.0%, respectively, per the consensus of 
nearly 50 economists reported in the Blue Chip Financial Forecasts dated 
April 1993 (see page 2 of this Schedule). The resulting average of 6.7% 
(((6.3% + 7.0%) -r 2) - 6.7%) is used as a proxy for the prospective yield 
on 20-year U.S. Treasury bonds.

(3) Brigham, Shome & Vinson have shown that for every one percentage point 
decrease in the yield on a 20-year T-Bond, the equity risk premium would 
increase by 0.63%. Please see Mr. Hanley's testimony for a complete 
explanation.

(4) Ibbotson Associates, Stocks. Bonds. Bills and Inflation - 1992 Yearbook 
Market Results for 1926-1991. Exhibit A-9, p. 148.



Commonwealth Telephone Company
Derivation of Mean Equity Risk Premium Based on Three Studies Encompassing 

Shorter Time Periods and Based on DCF Studies
Used Only as a Check

Over A Rated Public Utility Bonds Over Aa Rated Public Utility Bonds

AUS Consultants AUS Consultants
- Utility - Utility

Line Brigham, Shome & Services Group Brigham, Shome & Services Group
No. Vinson Studies(l) Study (2) Vinson Studies(l) Study (2)

Time Periods
DCF Indicated Arithmetic Mean Common

1966-1984 1980-6/1984 1981-1986 1966-1984 1980-6/1984 1981-1986

Equity Return Rate:
1. Dow Jones Utilities 13.1%(3) 17.1%(3) 13.1%(3) 17.1%(3)
2 . Seventy-Six Electric Companies 15.9%(4) 15.9%(4)

Arithmetic Mean Bond Yield
3. 20-Year Treasury Bonds (8.0) (12.3) (8.0) (12.3)
4. Company Specific Bonds - - (12.9) - - (12.9)
5. Risk Premium 5.1 4.8 3.0 5.1 4.8 3.0
6. b) Adjustment to reflect yield spread

between Aa rated public utility 
bonds and bonds used in the study (1.2X8) (1.6X9) - (7)

a) Adjustment to reflect yield spread
between A rated public utility 
bonds and bonds used in the study (1•5)(5) (2.2)(6) - (7)

7. Adjusted Equity Risk Premium 3.6% 2.6% 3.0% 3.9% 3.2% 3.0%

Notes: (1)

(2)

(3)

W

(3)

(6)

(7)

(8) 

(9)

Eugene F. Brigham, Dilip K. Shome and Steve R. Vinson, The Risk Premium Approach to Measuring a Utility's 
Cost of Equity. Financial Management Spring 1985.
Comparison of cost of long-term debt and cost rate spread in long-term debt and common equity for seventy-six 
electric companies using Value Line projected growth rates and historical dividend growth rates for 1981- 
1986, inclusive, AUS Consultants - Utility Services Group, 1986.
Two-stage DCF cost rate calculated using non-constant growth DCF model, forecasted constant growth in 
dividends per share and long-term growth rates.
Single-stage DCF cost rate calculated using constant growth DCF model, monthly dividend yields and forecasted 
growth rates.
Spread calculated as difference in average yields on A rated public utility bonds of 9.89% and 20-year 
constant maturity Treasury bonds of 8.37% for the years 1966-1984.
Spread calculated as difference in average yields on A rated public utility bonds of 14.57% and 20-year 
constant maturity Treasury bonds of 12.37% for the years 1980-1984.
No adjustment is necessary since study was performed using public utility common equity returns and long-term 
debt yields of public utilities with various bond ratings.
Spread calculated as difference in average yields on Aa rated public utility bonds of 9.54% and 20-year 
constant maturity Treasury bonds of 8.37% for the years 1966-1984.
Spread calculated as difference in average yields on Aa rated public utility bonds of 13.92% and 20-year 
constant maturity Treasury bonds of 12.37% for the years 1980-1984.
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Exhibit No. FJH-1
Schedule 18

Page 11 of 11

Commonwealth Telephone Company 
Value Line Adjusted Betas for the 

the Proxy Group of Five Independent Operating Companies 
and the Proxy Group of Seven Regional Holding Companies

Proxy Group of Five
Independent Operating Companies

Value Line 
Adjusted 

Beta

Century Telephone Enterprises 1.20
Cincinnati Bell, Inc. 0.90
Lincoln Telecommunications Co. 0.90
Rochester Telephone Corp. 0.85
Telephone & Data Systems, Inc. 1.35

Average 1.04

Proxy Group Seven
Regional Holding Companies

Ameritech 0.85
Bell Atlantic Corp. 0.95
BellSouth Corp. 0.85
NYNEX Corporation 0.90
Pacific Telesis Group 0.90
Southwestern Bell Corp. 0.95
U S West, Inc. 0.90

Average 0.90

Source of Information: Value Line Investment Survey,
January 15, 1993 and March 5, 1993
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Page 1 of 3

Commonwealth Telephone Company 
Indicated Common Equity Cost Rate Through Use 

of the Capital Asset Pricing Model for 
The Proxy Group of Five Independent Operating Companies and 

the Proxy Group of Seven Regional Holding Companies

Line
No.

Proxy Group
Five Independent 

Operating 
Companies

Proxy Group 
Seven Regional 

Holding 
Companies

1. Risk-Free Rate (1) 7.0% 7.0%

2 . Average Company-Specific
Market Premium (2) 8.7 7.5

3. Capital Asset Pricing Model 
Derived Company Equity
Cost Rate 15.7% 14.5%

(1)Notes:

(2)

Developed in note 3 of page 3 of this Schedule. 

Developed on page 2 of this Schedule.



Exhibit No. FJH-1

Schedule 19
Page 2 of 3

ConmonMeatth Telephone Company
Development of the Market-Required Rate of Return on Common Equity 

Using the Capital Asset Pricing Model for 
the Proxy Group of Five Independent Operating Companies 
and the Proxy Group of Seven Regional Holding Companies

Adjusted to Reflect a Forecasted Risk-Free Rate and Market Return

Proxy Group of Five
Indeoendent Ooeratina Comcanfes

Value Line 
Adjusted

Beta

Company-Specific
Risk Premium

Based on Market 
Premium of 8.3%(2)

CAPM Result 
Including 
Risk-Free

Rate of 7.0%(3)

Century Telephone Enterprises 1.20 10.0% 17.0%
Cincinnati Bell, Inc. 0.90 7.5 14.5
Lincoln Telecommunications Co. 0.90 7.5 14.5
Rochester Telephone Corp. 0.85 7.1 14.1
Telephone & Data Systems, Inc. 1.35 11.2 18.2

Average 1.04 8.7% 15.7%

Proxy Group Seven
Regional Holding Comoanies
Ameritech 0.85 7.1% 14.1%
Bell Atlantic Corp. 0.95 7.9 14.9
BelISouth Corp. 0.85 7.1 14.1
NYNEX Corporation 0.90 7.5 14.5
Pacific Telesis Group 0.90 7.5 14.5
Southwestern Bell Corp. 0.95 7.9 14.9
U S West, Inc. 0.90 7.5 14.5

Average 0.90 7.5% 14.5%

See page 3 for notes.



Exhibit No. FJH-1 
Schedule 19

Conunonwealth Telephone Company Page 3 of 3
Development of the Market-Required Rate of Return on Conunmon Equity 

Using the Capital Asset Pricing Model for 
the Proxy Group of Five Independent Operating Companies 
and the Proxy Group of Seven Regional Holding Companies 

Adjusted to Reflect a Forecasted Risk-Free Rate and Market Return

Notes:
(1) The Capital Asset Pricing Model (CAPM) is applied using the following 

formula:

P-s “ ^-F + P (Pm ' Pp)

where Rs - Return rate of common stock
Rf - Risk Free Rate 1
P - Value Line Adjusted Beta
Rm = the return on the market as a whole

(2) From the twelve previous month-end (Apr. '92-Mar. '93), as well as most 
recently available (Apr. 2, 1993), Value Line Summary & Index, a forecasted 
3-5 year total annual market return of 16.2% can be derived by averaging the 
12-month, 6-month, 3-month and spot forecasted total 3-5 year total 
appreciation, converting it into an annual market appreciation and adding the 
Value Line average forecasted annual dividend yield.

The 3-5 year average total market appreciation of 66%, produces a four- 
year average annual return of 13.51% ((1.66v) - 1). When the average annual 
forecasted dividend yield of 2.68% is added, a total average market return 
of 16.19% (2.68% + 13.51%) rounded to 16.2% is derived.

The average of the 12-month, 6-month, 3-month and spot total market 
return of 16.2% minus the risk free rate of 7.0% (developed in Note 3) is 
9.2% (16.2% - 7.0%). The Ibbotson Associates calculated market premium of 
7.3% for the period 1926-1992 results from a total market return of 12.4% 
less the average income return on long-term U.S. Government Securities of 
5.1% (12.4% - 5.1% = 7.3%). This is then averaged with the 9.2% Value Line 
market premium resulting in an 8.25%, rounded to 8.3%, market premium. The 
8.3% market premium is then multiplied by the beta in column 1 of page 2 of 
this schedule.

(3) Average forecast based upon five quarterly estimates of 30-year Treasury 
Bond yields per the consensus of nearly 50 economists reported in the 
Blue Chip Financial Forecasts dated April 1993 (see page 2 of 
Schedule 18). The estimates are detailed below:

Treasury Bond Yield

Second Quarter 1993
30-Year

6.8%
Third Quarter 1993 6.9
Fourth Quarter 1993 7.0
First Quarter 1994 7.1
Second Quarter 1994 7.2
Average 7.0%

Source of Information: Value Line Summary & Index

Blue Chip Financial Forecasts. April 1993 
Value Line Investment Survey. January 15, 1993 and March 

5, 1993
Ibbotson Associates, Stocks. Bonds. Bills and Inflation - 
Quarter Market Report. Volume 10, Number 4, 1992 
Ibbotson Associates, Inc., Chicago, IL 

I/IDEAS Database
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Commonwealth Telephone Company
Comparable Earnings Analysis

for a Non-Utility Group Comparable to
the Proxy Group of Five Independent Operating Companies

Non-Utility Group
Comparable to the Proxy Group
of Five Independent
Ooeratino Comoanies

Adj.
Beta

Unadj.
Beta

Affiliated Publications 1.00 0.95
Aflac Inc. 1.10 1.09
Alaska Air Group 1.20 1.24

Alberto Culver 'B' 1.10 1.13
Alexander & Alexande 1.00 0.97
Alexander & Baldwin 0.80 0.68
Allegheny Ludlum 1.00 0.92

Amax Inc. 1.25 1.30
Amerada Hess 0.85 0.74
Amer. Bankers Ins. 0.90 0.84
Amer. Business Prod. 0.85 0.70
Amer. General Corp. 1.10 1.13
Amer. Greetings 1.05 1.05
Amer. Maize 'A' 0.95 0.92
Anadarko Petroleum 1.00 0.95
Archer Daniels Midi' 1.05 1.02
Armstrong World Inds 1.30 1.39
Arvin Ind. 1.00 0.95
Asarco Inc. 1.10 1.11
Avery Dennison 1.10 1.09
Avon Products 1.25 1.35
Ball Corp. 0.90 0.80
Banc One Corp. 1.15 1.22
Bankers Trust NY 1.25 1.36
Banta Corp. 1.20 1.24
Bassett Furniture 0.80 0.67
BB&T Financial 1.00 0.92
Bearings, Inc. 0.85 0.77
Beckman Instruments 1.05 1.00
Belo (A.H.) 'A' Corp 0.80 0.68
Bemis Co. 1.25 1.31
Bergen Brunswig 1.10 1.09
Berkley (W.R.) 0.90 0.79
Blair Corp. 0.85 0.75
Bob Evans Farms 0.90 0.82
Boise Cascade 1.05 1.00
Bowater Inc. 1.15 1.22
Brinker Int'L 1.10 1.07
Brown Group 0.90 0.83
Bruno's, Inc. 0.95 0.85
Brush Wellman 0.90 0.84
Burlington Northern 1.15 1.20
Cabot Corp. 0.95 0.88
Carter-Wallace 1.15 1.17
Caterpillar Inc. 1.15 1.21
CBI Inds. 1.05 1.05
Centex Corp. 1.25 1.37
Chemical Waste Mgmt. 1.20 1.27
Chesapeake Corp. 1.05 1.06
Chris-Craft 1.00 0.99
Church & Dwight 0.80 0.68
Cintas Corp. 1.05 1.00
ClARCOR Inc. 0.85 0.72
Clark Equipment 1.20 1.29
Cleveland-Cliffs 0.90 0.83
Coca Cola Bottling C 0.90 0.83
Colonial Companies 0.85 0.70

Residual Rate of Return on Net Worth
Standard
Deviation 1989 1990 1991

3-Year
Average

3.9850 21.7% 11.3% 5.8% 12.9%
4.0705 11.5 14.8 16.1 14.1
3.7480 12.6 5.0 3.0 6.9
3.9868 18.4 15.2 12.1 15.2
3.2561 14.5 12.2 NMF 13.4
3.5708 33.5 16.9 12.7 21.0
3.9019 40.6 19.6 11.3 23.8
4.0475 18.0 10.2 1.4 9.9
3.6257 19.8 12.7 NMF 16.3
4.0524 10.3 15.6 17.3 14.4
3.4388 13.2 13.0 13.8 13.3
3.6611 10.0 13.5 11.1 11.5
3.4044 11.9 12.6 11.3 11.9
4.0098 10.8 9.8 9.5 10.0
4.1225 7.9 8.9 5.1 7.3
3.2504 14.0 13.5 11.9 13.1
3.9822 15.7 12.9 6.8 11.8
4.1403 4.3 6.8 4.5 5.2
4.0468 16.5 13.3 3.5 11.1
3.4469 16.1 8.5 7.6 10.7
4.1519 66.8 49.6 NMF 58.2
3.3622 9.3 12.2 10.9 10.8
3.7316 15.9 14.6 13.9 14.8
3.4403 NMF 22.0 19.5 20.8
3.5875 12.2 14.2 12.4 12.9
3.1953 7.2 8.2 7.2 7.5
3.3714 14.2 14.4 12.4 13.7
3.6219 13.6 10.7 3.2 9.2
3.5277 15.6 11.1 11.1 12.6
3.2413 10.0 13.2 5.4 9.5
3.4597 17.7 17.2 16.1 17.0
3.7409 12.2 14.0 14.1 13.4
3.2155 16.0 10.3 11.0 12.4
3.7199 24.7 29.0 21.6 25.1
3.6844 12.6 13.9 14.3 13.6
3.5961 17.0 4.8 NMF 10.9
3.7976 14.7 8.7 4.5 9.3
4.1154 17.9 13.7 12.6 14.7
3.2890 9.1 9.5 6.0 8.2
3.2068 16.4 17.8 17.1 17.1
4.0674 6.3 8.1 NMF 7.2
3.4777 22.2 17.7 13.6 17.8
3.1915 8.6 8.3 9.3 8.7
3.9343 14.6 13.5 13.2 13.8
3.4756 11.1 4.6 NMF 7.9
3.8237 8.9 10.8 9.2 9.6
4.0238 13.8 9.0 6.7 9.8
3.7470 18.0 18.2 13.4 16.5
3.8625 15.2 6.1 4.8 8.7
3.4336 64.6 30.0 5.5 33.4
3.7531 15.9 18.9 19.0 17.9
3.4349 16.5 16.9 16.9 16.8
3.8896 15.9 23.1 19.2 19.4
3.6397 13.2 7.9 NMF 10.6
3.7810 24.2 8.9 13.0 15.4
3.9429 34.2 35.9 36.6 35.6
3.4957 12.9 12.9 14.0 13.3

FJH-
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Cownonweatth Telephone Company
Comparable Earnings Analysis

for a Non-Utility Croup Comparable to
the Proxy Group of Five Independent Operating Companies

Non-Utility Group
Coirparable to the Proxy Group Residual Rate of Return on Net Worth
of Five Independent 
Ooeratina Comoanies

Adj. 
Beta

Unadj. 
Beta

Standard
Deviation 1989 1990 1991

3-Year
Averaae

Cotrmunic. Satellite 0.95 0.91 3.2445 10.5 10.1 9.7 10.1

Computer Sciences 1.05 1.01 3.4843 12.7 12.0 11.2 12.0

Cont'L Corp. 1.10 1.08 3.6087 6.7 6.8 2.7 5.4

Cooper Tire & Rubber 1.25 1.36 4.1077 18.8 18.0 18.1 18.3

Corestates Fin'L 1.20 1.28 3.3128 15.9 8.3 14.8 13.0

CPI Corp. 0.90 0.84 3.7416 23.2 22.2 16.9 20.8

Crane Co. 1.00 0.97 3.6277 19.7 19.8 15.0 18.2

Cross (A.T.) 'A' 0.95 0.89 3.4356 23.3 16.8 13.1 17.7

C'Jimins Engine 1.05 1.02 3.8044 NMF NMF NMF NMF
Dekalb Genetics 'B' 0.90 0.82 3.9482 11.5 13.2 14.7 13.1

Delta Air Lines 1.10 1.11 3.2422 17.6 11.6 NMF 14.6

Dexter Corp. 0.90 0.85 3.8307 13.2 12.3 NMF 12.8

Dibrell Brothers 0.95 0.92 4.1341 19.4 18.0 21.8 19.7

DU lard Dept. Stores 1.20 1.25 3.3674 13.5 13.4 13.0 13.3

Domtar Inc. 0.85 0.74 4.0164 1.2 NMF NMF 1.2

Donaldson Co. 0.90 0.83 3.8566 15.6 16.3 17.3 16.4
Dow Jones & Co. 1.05 1.03 3.7513 10.9 7.4 5.0 7.8

Dresser Ind. 1.20 1.23 4.0580 10.2 9.9 7.9 9.3

Echlin Inc. 1.05 1.01 3.4440 6.9 7.1 6.4 6.8

Ecolab Inc. 1.05 1.05 4.0549 0.6 11.9 18.7 10.4
Edison Bros. Stores 0.90 0.79 4.0613 25.1 17.2 15.8 19.4

Engelhard Corp. 1.10 1.12 3.5085 9.6 9.9 11.6 10.4
Ennis Business Forms 0.90 0.78 3.2747 34.6 37.8 31.2 34.5

Equifax, Inc. 1.00 0.96 3.8152 18.0 21.7 15.4 18.4
Federal Express 1.15 1.21 3.9922 11.1 7.0 6.3 8.1
Federal Signal 0.90 0.81 3.6417 17.6 19.2 18.8 18.5

Ferro Corp. 1.25 1.32 4.1367 16.7 10.3 12.0 13.0

First Bank System 1.00 0.95 3.9445 0.2 10.1 12.4 7.6
First Kawaiian Inc. 1.05 1.02 3.3360 20.4 16.0 16.4 17.6

First Union Corp. 1.00 0.96 3.4415 31.3 22.1 19.0 24.1
Fleetwood Enterprise 1.25 1.31 4.1019 13.0 7.1 8.6 9.6

FIightSafety 1.20 1.30 3.6079 19.5 18.8 14.8 17.7
Florida Rock 0.85 0.74 3.7137 14.6 9.9 1.2 8.6

Fluke (John) Mfg. 1.05 1.05 3.9102 14.1 10.3 9.0 11.1

FMC Corp. 0.95 0.85 3.9611 -- NMF NMF 0.0

Food Lion 'B' 1.20 1.24 3.8855 26.0 25.8 24.8 25.5

Forest Labs. 1.25 1.37 4.0066 13.3 14.3 13.3 13.6

Garan Inc. 0.80 0.69 3.9374 13.2 14.1 13.4 13.6

GATX Corp. 1.05 1.07 3.8132 13.0 14.8 13.5 13.8

Genovese Drug 'A' 0.80 0.68 4.0367 7.7 13.8 16.0 12.5
Gibson Greetings 1.00 0.94 3.7514 16.8 15.8 13.8 15.5

Gilbert Assoc. 0.85 0.73 3.7958 8.8 9.0 5.5 7.8
Goodrich (B.F.) 1.20 1.25 3.9130 13.3 6.6 NMF 10.0
Goodyear Tire 1.05 1.04 3.9345 13.8 NMF 1.1 7.5

Goulds Pumps 1.15 1.20 3.8793 15.4 14.8 14.3 14.8

Graco Inc. 0.90 0.77 3.6856 19.0 19.3 10.0 16.1
G'T Atlantic & Pacif 1.15 1.19 3.3826 13.4 12.4 5.6 10.5
G'T Lakes Chemical 1.25 1.36 3.4555 20.8 18.9 17.5 19.1
Halliburton Co. 1.00 0.98 3.8118 6.2 8.8 5.1 6.7
Hancock Fabrics 0.90 0.77 3.6854 30.3 30.1 23.7 28.0
Hanna (M.A.) Co. 0.95 0.89 3.6631 13.3 9.3 7.2 9.9
Hannaford Brothers 0.90 0.81 3.2095 17.3 16.3 14.4 16.0
Harnischfeger Inds. 1.25 1.35 3.8868 10.5 12.0 10.9 11.1
Harris Corp. 1.20 1.29 3.6090 12.3 12.1 9.0 11.1

Harsco Corp. 0.85 0.71 3.6770 2.9 15.9 16.0 11.6
Hartford Steam Boile 0.95 0.88 3.3044 23.1 22.2 18.0 21.1
Hasbro, Inc. 1.20 1.25 3.6798 11.5 10.3 12.8 11.5
Helene Curtis 0.95 0.91 3.9933 11.5 4.4 11.6 9.2
Helmerich & Payne 0.90 0.77 3.5420 5.1 9.9 4.3 6.4
Hormel (Geo. A.) 0.90 0.83 3.8445 14.9 15.0 14.8 14.9
IBP, Inc. 0.85 0.76 3.9261 7.1 9.5 0.3 5.6

FJH-



Comnonwealth Telephone Company
Comparable Earnings Analysis

for a Non-Utility Group Comparable to
the Proxy Group of Five Independent Operating Companies

Non-Utility Group
Comparable to the Proxy Group Residual Rate of Return on Net Worth
of Five Independent Adj. Unadj. Standard 3-Year
Ooeratino Companies Beta Beta Deviation 1989 1990 1991 Average

IMC Fertilizer 1.00 0.95 3.8757 17.9 10.1 13.7 13.9

IHCERA Group 1.10 1.10 3.6528 7.9 6.8 9.0 7.9
Inland Steel 1.20 1.23 4.0349 7.7 NMF NMF 7.7
Ionics, Inc. 1.00 0.94 4.1055 5.3 6.3 6.5 6.0
Johnson Controls 1.15 1.21 3.6601 10.0 8.9 8.9 9.3

Jostens, Inc. 1.00 0.98 3.3471 24.5 23.4 21.7 23.2
Katy Inds. 0.95 0.89 3.9766 5.7 5.6 0.5 3.9

Kaydon Corp. 0.90 0.79 3.4256 25.2 22.9 18.5 22.2
Kelly Services 'A' 0.95 0.91 3.4763 25.0 21.1 10.9 19.0
Kennametal Inc. 1.05 1.05 3.5228 14.7 13.9 11.3 13.3

Keycorp 1.05 1.07 3.4812 13.9 13.7 12.7 13.4

Keystone Int'L 1.15 1.22 3.8920 18.5 18.6 16.9 18.0
Kimball Int'l 'B' 0.85 0.73 3.8423 13.9 15.6 10.2 13.2
La Quinta Mtr. Inns 0.80 0.69 3.8085 4.0 1.7 1.1 2.3
Lawson Products 0.85 0.76 4.0213 23.9 20.7 13.8 19.5

Lawter Int'L 0.95 0.91 3.4639 22.3 22.3 22.7 22.4
La-Z-Boy Chair 0.90 0.78 3.7996 13.2 10.2 10.2 11.2
LeaRonal Inc. 0.85 0.75 3.9514 14.3 10.2 9.8 11.4
Legg Mason 1.20 1.28 3.7941 10.2 10.2 14.3 11.6
Lilly Inds. 'A' 0.85 0.70 3.6934 16.9 13.7 8.6 13.1
Lockheed Corp. 0.90 0.81 3.4822 0.3 14.5 12.3 9.0
Loctite Corp. 1.10 1.10 3.2579 23.7 21.1 20.8 21.9
Longview Fibre 1.05 1.04 4.0549 17.3 15.8 4.4 12.5
Louisiana Land Expl. 0.95 0.90 3.5989 8.3 12.2 4.7 8.4
Louisiana-Pacific 1.15 1.21 3.6665 16.4 7.8 4.6 9.6
Lukens Inc. 0.90 0.82 4.0630 17.1 18.7 9.3 15.0
Luria (L.) & Son 0.90 0.80 4.0913 4.1 1.4 1.5 2.3
Lyondell Petrochemic 0.95 0.92 4.0421 NMF NMF NMF NMF
Manitowoc Co. 0.85 0.71 3.7183 10.5 7.3 9.2 9.0
Marsh Supermarkets 1 0.90 0.78 3.9708 15.0 15.6 11.0 13.9
Marshall Industries 1.15 1.22 3.8593 15.9 14.3 10.9 13.7
Media General 1.00 0.95 3.4896 8.0 7.8 NMF 7.9
Medicine Shoppe Int' 0.90 0.84 4.1031 18.7 18.9 18.8 18.8
Medtronic, Inc. 1.15 1.23 3.4770 20.1 20.2 20.3 20.2
Mel Ion Bank Corp. 1.15 1.22 3.5800 11.0 5.7 13.5 10.1
Mercantile Bancorp. 0.85 0.76 3.2809 0.1 12.9 12.2 8.4
Meridian Bancorp 1.10 1.14 3.7845 12.8 7.0 13.3 11.0
Miller (Kerman) 0.85 0.72 3.5948 15.3 14.8 11.7 13.9
Millipore Corp. 1.10 1.13 3.7413 12.5 12.7 12.6 12.6
Modine Mfg. 0.80 0.68 3.8740 13.7 9.2 12.4 11.8
Molex Inc. 1.05 1.05 3.6127 14.9 12.4 11.7 13.0
Monarch Mach. Tool 1.00 1.00 3.8075 3.2 0.6 1.8 1.9
Morrison Knudsen 1.15 1.17 3.3425 12.8 12.5 8.0 11.1
Mosinee Paper 0.85 0.72 3.9496 2.2 14.4 1.1 5.9
Motorola, Inc. 1.25 1.31 3.4346 14.0 11.7 9.8 11.8
Multimedia, Inc. 0.95 0.86 3.3908 NMF NMF NMF NMF
Myers Inds. 0.90 0.77 3.8890 18.1 17.0 14.5 16.5
National Medical Ent 1.25 1.35 3.8023 17.4 19.2 15.7 17.4
Newell Co. 1.25 1.37 4.0445 18.7 18.9 18.5 18.7
Newhall Land & Farmi 1.05 1.05 3.9362 43.1 32.8 25.5 33.8
Noble Affiliates 0.80 0.67 4.0785 3.7 11.4 7.3 7.5
Nordson Corp. 0.90 0.83 3.4153 32.0 22.5 22.1 25.5
Norwest Corp. 1.10 1.13 3.2230 18.5 17.1 15.4 17.0
NOVA Corp. 0.95 0.86 3.6655 7.7 6.4 3.0 5.7
Nucor Corp. 1.25 1.35 3.4220 9.9 11.5 9.1 10.2
N.Y. Times 1.05 1.05 3.3040 6.4 6.1 4.4 5.6
01 in Corp. 1.05 1.05 3.5712 18.6 11.7 10.7 13.7
Oneida Ltd. 0.90 0.78 3.7254 14.3 7.3 7.8 9.8
Orion Capital 0.90 0.83 3.5437 12.6 12.0 4.0 9.5
Overseas Shipholding 0.90 0.81 3.7882 7.4 7.9 7.2 7.5
Owens & Minor 0.95 0.87 3.7778 3.2 10.3 10.1 7.9
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Non-Utility Group
Comparable to the Proxy Group
of Five Independent 
Ooeratinq Comoanies

Adj.
Beta

Unadj.
Beta

PACCAR Inc 1.10 1.13
Pall Corp. 1.10 1.12
Parker-Hannifin 1.05 1.00
Pentair, Inc. 0.85 0.76

Pep Boys 1.25 1.34
Perkin-Elmer 1.00 0.99
Phelps Dodge 1.20 1.26
Phillips Petroleum 0.95 0.88
Pioneer Hi-Bred 1.00 0.99
Pittston 1.15 1.16
PNC Bank Corp. 1.25 1.34
Policy Mgmt. Sys. 1.25 1.33
Polygram Nv (Ny Shs) 0.90 0.78
Premark Int'L 1.05 1.07
Premier Industrial 0.90 0.80
Primark Corp. 1.00 0.94
Progressive (Ohio) 1.00 0.99
Reynolds Metals 1.25 1.32
Reynolds & Reynolds 1.10 1.09
Roadway Services 1.15 1.20
Rogers Corp. 0.85 0.75
Rouse Co. 1.20 1.26
Russell Corp. 1.20 1.26
Rykoff-Sexton 0.80 0.67
Salomon Inc. 1.15 1.20
Schulman (A.) 0.90 0.78
Scott Paper 1.15 1.16
Scripps (E.W.) 'A' 1.10 1.11
Sealed Air 1.15 1.21
Service Corp. Int'L 0.95 0.91
Sigma-Aldrich 0.95 0.88
Smith'S Food & Drug 1.15 1.19
Smucker (J.M.) 'A' 0.90 0.78
Stanhome Inc. 1.00 0.96
State Street Boston 1.25 1.36
Student Loan Marketi 1.25 1.33
Sundstrand Corp. 1.20 1.23
Tandy Corp. 1.25 1.33
Thermo Electron 1.00 0.98
Thermo Instrument 0.85 0.74
Thomas Inds. 1.00 0.93
Time Warner 1.25 1.31
Timken Co. 1.15 1.17
Tootsie Roll Ind. 0.85 0.74
Toro Co. 1.05 1.04
Travelers Corp. 1.20 1.27
Trinity Inds. 1.10 1.11
Trinova Corp. 1.20 1.29
Tyco Labs. 1.15 1.19
Tyson Foods 'A' 0.90 0.83
UniFirst Corp. 0.90 0.78
United Asset Managem 1.00 0.98
Unocal Corp. 1.00 1.00
UNUM Corp. 1.05 1.07
Upjohn Co. 1.00 0.99
Varian Associates 1.25 1.32
V.F. Corp. 1.20 1.25
Washington Fed'L S&L 1.20 1.27
Washington National 0.80 0.68
Wausau Paper 1.00 0.93
West Co. 0.85 0.70

Residual Rate of Return on Net Worth
Standard 3-Year
Deviation 1989 1990 1991 Average

3.5978 18.8 6.7 3.8 9.8
3.3934 16.5 15.0 16.4 16.0
3.1733 13.3 11.8 6.3 10.5
3.7432 11.8 10.4 11.8 11.3
3.9580 11.2 10.9 10.2 10.8
3.4104 7.7 11.3 19.3 12.8
3.9059 37.3 27.0 14.7 26.3
3.5830 23.4 23.2 3.6 16.7
3.5948 11.7 11.2 15.3 12.7
4.0078 4.2 8.7 14.2 9.0
4.0657 13.3 2.7 11.8 9.3
3.4917 9.4 11.4 9.6 10.1
3.6436 22.8 24.8 22.3 23.3
4.1254 9.8 10.0 12.2 10.7
3.3015 32.8 29.7 25.6 29.4
4.1028 2.2 0.3 0.2 0.9
3.5262 17.9 20.4 10.1 16.1
3.1998 19.8 13.1 5.2 12.7
4.0923 12.3 10.4 9.1 10.6
3.3385 13.3 15.3 14.3 14.3
3.6941 2.9 4.2 NMF 3.6
4.0706 13.3 NMF 14.0 13.7
3.8545 15.9 14.7 11.2 13.9
3.8085 6.3 7.4 6.7 6.8
3.7274 13.2 8.6 12.6 11.5
3.6949 18.5 16.1 16.9 17.2
3.3694 14.6 11.4 5.7 10.6
3.7367 13.9 11.2 10.5 11.9
4.1379 0.0 15.6 NMF 7.8
4.0342 9.1 14.6 11.9 11.9
3.2895 21.4 19.3 18.1 19.6
3.6641 10.4 12.4 9.4 10.7
3.4405 18.1 16.7 16.1 17.0
4.0214 26.2 23.8 18.7 22.9
3.8122 17.4 16.9 17.1 17.1
3.3354 24.8 27.5 30.0 27.4
3.4150 19.3 18.0 15.7 17.7
3.5495 18.1 16.8 11.2 15.4
3.4277 11.7 11.0 9.8 10.8
3.8700 15.8 10.3 9.9 12.0
4.0881 10.4 8.3 2.7 7.1
3.6365 NMF NMF NMF NMF
3.6135 5.2 5.1 NMF 5.2
3.2155 18.4 17.4 17.4 17.7
4.1318 21.3 10.9 6.0 12.7
4.0858 7.2 NMF 5.4 6.3
3.9464 13.4 8.9 6.4 9.6
3.9980 5.1 7.1 NMF 6.1
3.5523 17.4 3.5 13.1 11.3
4.0048 22.5 18.1 17.7 19.4
3.5981 14.5 15.3 12.9 14.2
3.4372 NMF 11.8 13.2 12.5
3.6847 10.7 13.7 3.0 9.1
3.4277 12.8 13.9 13.6 13.4
3.4316 22.3 25.7 26.8 24.9
3.7495 7.4 11.1 13.2 10.6
3.8337 21.5 12.8 17.2 17.2
3.4338 20.6 19.6 18.8 19.7
3.5622 NMF NMF NMF NMF
3.9171 22.6 13.3 23.4 19.8
3.5519 11.5 2.4 8.4 7.4



Exhibit FJH-1

Schedule 20

Page 5 of 5
(Corrected)

Commonwealth Telephone Company
Comparable Earnings Analysis

for a Non-Utility Group Comparable to
the Proxy Group of Five Independent Operating Companies

Non-Utility Group
Comparable to the Proxy Grot? 
of Five Independent
Operating Companies

Adj.
Beta

Unadj.
Beta

Uestinghouse Electri 1.25 1.36
Whirlpool Corp. 1.20 1.29
Willamette Ind. 1.10 1.09
Wolohan Limber 0.95 0.85
Woolworth Corp. 1.25 1.35
Worthington Inds. 0.90 0.79
Wynn'S Int'L 0.90 0.79
Yellow Freight Sys. 1.15 1.17
Zero Corp. 0.95 0.85
Zions Bancorp., 0.85 0.70

Average 1.03 1.01

eaas

Median

Comparable to the Proxy Group
of Five Independent
Operating Corpanies 1.04 1.03

Residual Rate of Return on Net Worth
Standard 3-Year
Deviation 1989 1990 1991 Average

3.3501 21.0 25.7 14.1 20.3
3.5413 13.6 7.2 11.2 10.7
3.8426 21.2 13.1 4.6 13.0
4.0260 17.8 16.3 11.7 15.3
3.3382 15.8 13.5 9.6 13.0
3.4313 20.0 16.0 12.6 16.2
3.2613 7.0 7.1 4.9 6.3
3.7390 4.2 13.9 5.6 7.9
3.5942 13.9 12.2 7.9 11.3
3.2050

3.6973

8.5 14.5 14.1 12.4

12.6X

3.6707

Notes: (1) The Non-Utility Proxy Group was selected based upon an unadjested beta range of 0.67 - 1.39
residual standard deviation range of 3.1878 - 4.1536 as explained in Hr. Hanley's direct testimony.

Source of Information: Value Line Investment Survey 
Value line, Inc.
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Non-Utility Group
Comparable to the Proxy Group Residual Rate of Retun on Net Worth
of Seven Regional Adj. Unadj. Standard h 3-Tear
Holdinq Comoanies. Beta Beta Deviation / 1989 1990 1991 Average

Anheuser-Busch \ 1.05 1.02
2.247/

24.7% 22.9% 21.2% 22.9%
Bandag, Inc. \ 0.95 0.86 2.3724 35.7 33.4 26.8 32.0
CPC Int'L \ 1.05 1.00 2.3v07 26.9 25.7 24.8 25.8
Dover Corp. \ 0.95 0.90 2/4577 19.3 19.8 15.1 18.1
Genuine Parts \ 0.95 0.88 /.1992 20.5 20.0 18.4 19.6
Heinz (H.J.) \ 0.95 0.91 /2.4647 26.7 25.0 21.0 24.2
Int'L Business Mach. \ 0.95 0.87 / 2.4700 13.6 14.1 5.7 11.1
Longs Drug Stores \0.95 0.88/' 2.4459 18.3 15.7 13.1 15.7
Marsh & McLennan \.95 0.87 2.4517 33.8 28.0 29.5 30.4
Mobil Corp. 0>75 0/0 2.2408 10.8 11.3 11.0 11.0
Pennzoil Company 0.75. y.56 2.3784 10.6 7.5 2.5 6.9
Ralston Purina 0.90'\ A83 2.2392 40.8 60.7 43.8 48.4
Raytheon Co. 0.80 Y0-63 2.4227 21.8 19.6 17.8 19.7
Thomas & Betts 0.80 An. 68 2.4517 16.0 13.8 13.3 14.4
Torchmark Corp. 1.00,i 0w98 2.4775 23.6 25.2 22.8 23.9
Wachovia Corp. 0.95/ 0.86 2.3535 15.5 15.4 14.7 15.2
Average 0.92 0.83, 2.3790

Median 19.7%

Average for the Proxy Group
of Seven Regional Holding
Companies 6.90 0.80 2.19S1

Notes: (1) The Non-Utility Pijoxy Group was selected based upon1 an unadjested beta range of 0.58 - 1.02 and a residual 
standard deviation range of 1.9063 - 2.4839 as explained in Mr. Hanley's direct testimony.

Source of Information: Value line Investment Survey

Value Line, Inc.


