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Summary of Récommehded'Fair‘Rate of Return .

Recommended Fair Rate;of,Retufn Applicablefto a

- Rate Base which Consists Solely of Historical Costs -

L R e e vt Cost
~Iype of Capital .  Ratios. ‘Rate
. : , B R

Long-Term Debt -~ 52,2 8.0

Preferred Stock 128 7.78

;Common,Equity . st : 35;0‘ .T;’" _kfl3;63

CTotal . 100.00

 Weighted
_Cost .
ok

438

he71

0 10.15

Recommended Range ‘of Cost of Equity and s
Fair Rate of Return Applicable Solely to Staff

Recommended Rate Base Contalnlng Some Measure of Current Costs

Steff Recommended Applicable‘C°St

Appllcable Falr

Rate Base Range r:of Equity Rangeiy , Rate of Return Range

$2,889,000,000 863y
USRS et

©$2,828,000,000 9,147 -

:;{8,404”;
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PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS ADDRESS..O

v My name 1s Donald H Muth. I am Superv1sor of Rate of Return

and Taxes, Flnance D1v1s10n, Bureau of Rates, Pennsylvanla Publlc Q s

Utlllty Commlss1on. My bu31ness address is Room 210 North

: Offlce Bulldlng, Harrlsburg, Pennsylvanla, 17120.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUNDAND EXPERIENCE IN THE UTILITY
,INDUSTRY OR IN UTILITY REGULATION

: ThiS'infprmation~1s summarlzed ;n Appendix'A of this,Statement.:“ ‘

HAVE YOU PREVIOUSLY PRESENTED TESTIMONY BEFORE THIS COMMISSIONV
Yes.r I have offered testlmony 1n the follow1ng cases:
;‘R I.D. No. M26~ Arco Plpellne Company
"R I.D. No. bbb, Shenango Valley Water Company‘ |
R—T7090h6h Western Pennsylvanla Water Company, Butler Dlstrlct “
R-77090M62 Mld—Penn Telephone Corporatlon |
~ R—YBOIQSMS,,PeopleseNatural‘Gas Company -
"R—78050616 kDauphin Coﬁééiidaﬁedkwater cdmpany‘ra

. R—78100686 Blue Mountain Consolldated Weter Company

The testlmony which I have presented in these cases related prlmarlly,

to state and federal 1ncome tax'lssues with the exceptlon'of the ,

Blue Mountain. Consolldated Water Company case in which I presented

testlmony concernlng the cost of equlty and falr rate of return :

| WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS CASE?




- R . : . . . ‘ R -32'-.'

1 A. I am respon51ble for recoﬁmendlng a cost of capltal ana falr‘raterx
2 - "of return Whlch Phlladelphla Electrlc Company should be afforded an £
(3 T 'opportunlty to earn durlng the prospectlve perlod 1ts rates w1ll be
b in effect. b .

5 Q. WHAT CONSTITUTES A FAIR AND REASONABLE OVERALL RATE OF RETURN AND
6 - HOW IS T DETERMINED? ' i

T A A falr and reasonable overall rete of return is omne Whlch w111 ,

8 ; allow the utlllty to ‘recover its costs of all classes of capltal usedc
9 %o finance the rate base durlng the prospectlve period whlch rates F
10 Wil be in effect In this case the capltallzatlon is made up of
11 k ’ three components, long-term debt, preferred stock and common
| 12 equlty It is flrst necessary to determlne the proportlon of each
13 - type of capltal whlch has flnanced.the rate base and ass1gn a cost-ff
1k rate to each. The costs of long—term debt and preferred stock are |
15 flxed and can be;computed accurately The cost of common equlty
‘16’ ; ‘; 1s muchfmore dlfflcult tO‘measure. It must be determlned through
17 , financial andeecenomic analysiseof market—related factors whlch ‘
18 ’ 'impact oh,investors expeCtationsfduring various'businessfeyclesrf
19 . of our economy. The determlnatlon of common equaty costs requlres
: 20 kthe analy51s of hlstorlc and - current flnan01al and economlc data
21 as Well as prospectlve estlmates of 1nflatlon,rates, 1nterest costs;
22 : and the state of our eCOnomy 1n general A proper nmfchlngiof
23 'costs to the bu51ness cycle 1s necessary to prov1de a cost of equlty :
keh ' g recommendatlon whlch w1ll allow the utlllty an onportunlty to earn’ jf

25 a»satlsfactOry return. Management's eff1c1ent~pursu1tnofrearn1ng;:,”’
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 that return Willfpreserve:iﬁskfinenciailsoundhessfand permit it to
‘compete for new capital in the marketplace with‘cempaniesfcf

‘comparable\risk.'

. ’HAVE YOU PREPARED AN EXHIBIT WHICH SUMMARIZES YOUR OVERALL RATE OF ‘
: RETURN RECOMMENDATION7

Yes. Exhlblt No DHM;lA which has been prepared by me or under my 'fR7c

superv151on, 1ncludes schedules whlch summarlze my recommended

overall rate of return and presents the flnanc1al and,economlc factors

~which I.haveranalyzed to arrive at my‘recommendatlon.

WEAT CAPITAL STRUCTURE HAVE YOU UTTLIZED TO DETERMINE YOUR OVERALL
RATE OF RETURN RECOMMENDATIONV

Schedule No 3, whieh 1s a reproductlon of Phlladelphla Electrlc

Company s (PECO's) Attachment II—A—lc, presents the Company and

~ System capltal structures at March 31, 1979 and March 31, 1980 with :,

and‘w1thout short-term‘debt I Wlll use PECO's capltal structure
at March 31, 1980 of 52. 27 long—term debt, 12 8% preferred stock

and 357 common equlty 1n order to be as prospectlve as 90851ble.;

WHAT COST RATE DO YOU RECOMMEND FOR APPLICATION TO THE 52.2% LOVG-TERM

DEBT PORTION oF PECO'S CAPITAL STRUCTURE7

Schedule No h is a reproductlon of PECO's Attachment II—A—Ga, 2 of

2 whlch presents the Company s welghted effectlve cost of debt at

efMarch 31 1980 - The Company has calculated 1ts welghted average

‘cost of debt on a current yleld be51s to be 8 31% ~Qn;thls«g-
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‘schedule PECO had‘estimated:a‘raferof‘iO.QS% for the $100,000,000 of -
bonds whlch it sold in October, 1979. Mer. PaQUette'teStifiedrthatv‘ff‘

,these bonds Were actually 1ssued at an effectlve cost rate of 12 62%.‘7

In response to the flllng requlrements, PECO has supplied

Attachment II—A~6c, Sheet 1 of 2 whlch 1nd1cames that it has received

substantlal galns through the rescqulsltlon of long—term debt Slnce:*”«;eifbf"‘W
'the ratepayers have prev1ously pald for thlS debt through thelr cost

of serv1ce, 1t is my opinion that a representatlve portlon of thls

gain should be.used to reduceithe Welghted effective cost-of debt,

in this case. On page 2 of Schedule LT have summarlzed the Calculafb

tion of my recommended cost rate for 1ong-term debt of 8 h07 WhiCh; 

; con31ders the 12. 627 cost rate of the new bond 1ssue and the gain‘;

on reacqulred debt.

'WHAT COST RATE DO YOU RECOMMEND FOR APPLICATION TO THE 12.8% PREFERBED';«"'

STOCK PORTION OF PECO'S CAPITAL STRUCTURE?

Schedule No. 5 1is a reproductlon of PECO'S Attachment II—A~6b 2 of 2

- which presents the Company s effect1ve cost: of preferred stock at

, March 31 1980. PECO haS'also recelved galns from redemptlon of

its preferred stock as shown on Attachment II—A—6c, Sheet 2 of 2.

Mr Paquette has testlfled that these galns were not used to reduce

~ the cost of service in thls rate flllng For the same reasons e

stated above. relatlve to long—term debt T have used>a representatlve ;:k;:f,f"‘

portlon of these galns to reduce the effectlve cost raxe of preferred S

o stock. My recommendaﬁlon for the effectlve cost rate of preferred

stock to be used in thms case 1s 7 787 as summarlzed on page 2 of 2

:of Schedule 5,
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WHAT ) YOUR RECOMMENDATION FOR cosm OF COMMON EQUITY 7O BE ALLOWED
IN THIS CASE AND WHAT APPROACH HAVE YOU USED TO DETERMINE IT9

My recommendatlon for the cost of common equity to be applled to

the portlon of the rate base flnanced by common equity capltal 1s 13 63%.,7 o

I have performed my~cost of common equity analy51s using several
methcds.‘ They are the Earnlngs/Prlce Ratio Method and ﬁhe Dlscounted
Cash Flow (DCF) Method I have used each of these methods to determine
a market-based cost of eqnlty capltal for PECO and a barometev group

of elght electrlc umllltles of 51milar 51ze located in the Eastern

‘-part of the Unlted States.' S

I have supplemented these two nmthods through ﬁhe uee'of

: comparative risk analysis‘ My risk analysms 1s not used as an

1ndependent method‘of determlnlng the eost of equlty'but rather ,v;_’

o determlne where the 1nvestor Would percelve PECO’s cost of

common equlty would fall w1th1n 8 range of equlty costs, I have,

comblned my comparatmve risk analysms wmth economlc analysms to S

._determlne a cosgt of equity capital which will be consistenﬁ with the
buS1ness cycle during the prospective period PECO's rates will be \f-ft? e

Jin effecti» If = cost of eqnity is based on financ1al analysxs of

data, extracted from a perlod dur1ng~wh1ch the bu31ness cycle was at
a peak 1t could be severly overstated durlng a trough or recessmonary

period. . Conversely a cost rete set durlng a recess10n&ry perlod

cou“ﬁ substantlally overstate ‘the cost of eqplty durlng a peak or '7 ‘;5

,perlod of prospermty.-'
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' There are several reasons for u51ng a barometer group of companles

many lnstances where the company for whlch a cost.of equity'is being o

WHY HAVE YOU INCLUDED A BAROMETER GROUP OF EIGHT ELECTRIC UTILITIES

AS PART OF YOUR ANALYSIS* '

in rate of return analysms. Slnce the cost of equlty is set in’ the

marketplace 1t is necessary to use market—based data ~There:are,,[ff~

determlned is part of a holdlng—company system or does not have :

common stock that is traded in the market-place. Under these ,ef" o

eircumstances it is necessary tosch003e'a group of companles as a
surrogate to determlne the cost of equlty capltal ‘In this situation,f
1t is 1mperat1ve that the companles selected be as 31m11ar as p0531ble -

in size and rlsk characterlstlcs.

In the case of Phlladelphla Electrlc Company, 1t has common stock"
that 1s actlvely traded. In thls 51tuatlon a barometer group is used :

as a benchmark to satisfy the long established regulatory guldellne

of prov1d1ng a utlllty the opportunity to earn a return equal to that ‘d

of 51m11ar rlsk.enterprlses.

WHAT UTILITIES HAVE YOU SELECTED FOR FINANCTAL COMPARTSON TO PECO?

On Schedule No. 8 I have llsted the elght utilities whlch I have

selected together w1th a summary of my selectlon crlterla as 1t
pertalns to each” company.

In selectlng thls barometer group, my magor concerns Were that

they be located in the Eastern part of the Unlted States, be of

similar: size Wlthln a reasonable range have 51m11ar common stock

ratlngs and have a suff1c1ent portlon of thelr operatlng revenues

generated by the sale of electrlclty t6 be con51dered prlmarlly

electric utilities by investors.
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During the selectionkproeees I‘had'amalyZed 30vof~the’100;fE
1argest electric Utilitiestin“tbe country. The majority‘of'
these utilities were ellmlnated because they Were elther ﬁb

holdlng companles, were locatea in a dlfferent part of the E"‘

country, were not of comparable smze or: had an operatlng reVenue Rt

mix which contained 1nsuffic1ent electric reventes.

SCHEDULE NO 8 INDICATES THAT OF THE EIGHT COMPANIES WHICH YOU

 HAVE SELECTED THO HAVE BOND RATINGS OF As, FIVE ARE RATED A AND

ONE IS RATED Baa ISN'T IT NORMAL PROCEDURE TO SELECT A BAROMETER

GROUP WITH IDENTIGAL BOND RATINGSV

If a barometer group is used as a: Surrogate for a . company whose ‘

common stock is not publlcly traded then an attempt should be ;

made to select companles whlch are as 51m11ar as p0351ble 1nclud1ng
'hav1ng 51m11ar bond ratlngs" However, since I have conducted a

‘comparatlve rlsk analysms to determlne how 1nvestors v1ew PECO

in comparlaon to the barometer group companles, the lack of [':‘jEE'~Z

, 1dent1cal bond ratlngs is not crltlcal to my analy51s.",*“

HAVE YOU COMPARED PECO TO ANY COMPANIES OTHER THAN THE BAROMETER

' GROUP?

. Yes. I have compared PECO and +the barometer group companles to"

Moody's 2L electrlc utllltles as vell as the 100 largest electrlc C
utllltles in the country u31ng varlous flnanc1al ratlos and 1nd1ces

My analy51s 1nd1cates that ‘on the awerage the barometer group as

V well .as PECO have hlgher 1nvestment rlsks
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present period~ My .analysis inclnded infletion rates,‘interestt

-are presently experienclng a period of economic Weakness with

. 8 L.

e
WHAT ECONOMIC ANALYSIS HAVE YOU'PERFORMED AND HOW DOES IT IMPACT

ON YOUR RECOMMENDATION°

I have reviewed the business cycle/in the United States:forfthe,

period 1969 to thé present with special emphasisronothe'1973 to

‘rates and equ1ty costs relative to the varlous phases of the cycle{"-‘
According to ‘the Bureau of- Economic Analysis of the U.8. Department,“

- .of Commerce as reported in the Bu31ness Condltlons Dlgest December, dp

By

1969 and November, 1973 represented'peaks in the bus1ne55'cycle,m

March 1979 was apparently the peak of the present cycle.

On Schedule No. 6 interest rate trends for various ratrngs of e

'indostrial and utility bonds are shown;‘,Schedule-No. 7findicates ;

the inflation?rates~for'the periodf1969 to present. ,Dhringtthev“

v 1974*1975 period iinfletioﬁ‘aed interest rates reached a peak~ They

decllned during 1976~ 1977 and have trended upward thereafter. fwe '

record high 1nterest and inflatlon rates. The present ban prlme
1nterest rate stands at 15 O/ and 1nf1at10n exceeds 13. 0/ on an

annual basis Economlsts cannot agree whether we are Stlll slldlng,

1nto a reee551on or whether we are near the bottom It is: very

difficult to predict at thls time whether 1nterest and 1nflat10n f

. rates w111 moderate slowly through 1980 or fall sharply from the1r ;d,.f'

present extreme levels.

Eoonommc predictions indlcate that inflatlon may stlll approach
_9/'ﬂuough 1980 and while 1nterest rates w1ll moderate, they Wlll

remain hlgher than normal through thls period My CQSt'Of equity :{o

4
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:whlch must be met before a«return ‘can be paid to the common

,stockholder. Utllltles have hlstorlcally utlllzed more leverage than '

~“higher degree of leverage employed utlllty bonds have hlstorlcally

: demonstrated~onfSchedule No. 6 The spread between utlllty and f“fe

;9; b

reeommendation*isibased upoufen‘improvingrbut still trouble&*eeonoﬁy‘: St

during the pfOspectivefperiod'rates~uilljbe'in‘effect;i”‘u

WHAT IS INVESTMENT RISK AND HOW IS IT AFFECTED BY THE PRESENT

- ECONOMIC CONDITIONS WITH REGARD TO. UTILITIES?

Investment rlsk 1s the totel rlsk of a firm as percelved by the ‘ ef
investor and‘is reflected in the prlce'he is willing tO{PaY'er a

share of stock in the market—place. Investment'riek“consiSts‘of”*

‘business risk and financial risk. Utilities are generally'considered :

‘ to have 1ess bu51ness rlsk than 1ndustr1als prlmerlly because of the‘ o

1nherent dlfferences between competltlve and monopollstlc enterprlses
Flnanc1al rlsk results from the amount of flxed dbllgatlons
(debt and preferred stock). or leverage whlch a £irm employs in 1ts

capltal structure. Debt and preferred stock carry contractual guaranteesrbi>]°g;u5

1ndustr1al firms, Slnce management will normalLy utlllze a capltal ‘

structure whlch max1m1zes 1ts long-term proflt potentlal whlle'~

malntalnlng its flnan01al safety, the amount of leVerege employed

is an 1ndlcatlon of the bu31ness risk of & company‘ G
The utlllty industry is" very capltal 1nten51ve and thus 1s very
sensitive to the economic condltlons in the capltal markets

resultlng from hlgh 1nf1atlon and 1nterest rates. Because of the

carrled a hlgher cost rate than the same grade 1ndustr1al bonds as
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would be con31dered by 1nvestors 1nfut111ty'stocks and develoPed a’
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industrial bonds also tends o increase'during‘perigdsfof;high i

¥

infletion as demonstrated by this schedule.

PLEASE EKPLAIN YOUR,COMPARATIVE RISK ANALYSIS AND HOW IT AFFECTS
YOUR COST OF EQUITY RECOMMENDATION

I have selected 15 of the. major financial 1ndlces and.ratlos Whlchkyb

risk ranking for each of these comparisons in order gle) meaeure the‘
flnanc1al strength and quallty of earnings of PECO as cdmpared to :
the barometer group companles. 1 have made thls anely31s on a flve- ?
year average ba51s as well as on & more current besis for: the o .
calendar year 1978.’ I have also used prospectlve estlmates for‘e‘
certain comperisone where they are‘readlly avallable.'

- Schedules: 13 through 25 are comparlsons made prlmerlly on the LT

basms of a flve-year average performance. Schedule Nos 26 con81sts

of comparlsons made prlmarlly on calendar year 1978 data or are
prospect1ve~est1mates as noted. Baeed on my ana1y31s I have a351gned
a risk ranking te~PEGO and each of‘the'barometer group,companles

for eaCh of the risk'COmparisons for boﬁh periods On Schedule No ll

I have summarized the rlsk ranklngs of each of the barometer group

companies and PECO to arrlve at an overall risk ratlng Schedule No 10
is & summary of the rlsk,ranklngs for the calendar year 1978 and

prospectlve perlods In . the constructlon of my rlsk analys1s, each

~ of the risk comparlsons have been welghted equally for both perlods
‘ However, in the flnal analy51s,subject1ve judgment is requlred 51nce

the dlfferences between companles for sonme of the ratlos and 1nd1ces L

are: mlnor and mlght ‘not materlal effect an 1nvestor-sgudgment of rlsk.
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T have used fny comparative riek analysms to determlne where w1th1nx”‘

a range of eqeity costs, PECO's cost of common equlty would fall

WHAT ARE THE RESULTS OF EACH OF YOUR COMPARATIVE ANALYSIS AND WHAT ;:

CONCLUSIONS HAVE YOU REACHED CONCERNING PECO'S INVESTMENT RISK?

,Schedule No. 13 is a comparlson of the flve~year average common

~equity ratlos. “The common equlty ratio is an 1ndlcatlon of the amountf

of leverage employed by a company and 1s a reflectlon of its flnanc1al
risk.  PECQ's flve-year average was sllghtly hlgher than the flve—yearl
average of the barometer group.v However, the amount of eqplty capltal‘r

employed by the barometer group companles has trended upward durlng

S

the flve-year perlod while PECO's nas remained relatlvely stable 'tf‘f‘vN‘

the end of the calendar year 1978 PECO's common equity rexlo was

34.47% as compared to an average of 36. O% for the barometer group

reflectlng a hlgher risk- for PECO.

Schedule No. 14 is a comparlson of returns on average common

equity for the perlod 19Th—l978 The earnings on book,must be
v1ewed along w1th the common: equlty ratlos 31nce a lower common

equlty ratlo reflects greater rlsk and therefore requlres a hlgher :

return However as demonstrated by Schedule No. 13,PECO'S flve—year -N”‘

average common equlty ratio Was not materlally dlfferent than thax

' of the barometer group so the earnlngs on book as- shown on Schedule lh‘;‘fMier

can be v1ewed in.a comparatlve manner. An ana1y51s of 5chedule 1h

shows that PECO's earnlngs have remalned stable over the flve—year

,Perlod but have been 51gnif1cant;y lower than the average of the
barometer group in every Yeer. These lower earnlngs are a reflectlon e

/of nreater rlsk in the eyes of. the 1nvestor
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“Schedule No 15 cons;sts of three pages and is-a comparlson of

the various 1nterest coverage - ratlos experlencea by PECO and the

'barometer;group over the five-yearaperiod, Actual achieveda;nterestﬁ

covereges are a measure of;theeprotection‘afforded,anreqniﬁy '

investment, It is also one of the measures used bv raring‘agenciee;vft :
in determining the safety of debt7obligations. ~An analyeis}of‘;"i‘“

total fixed charge'coverage (interest end preferred stock) is also

importaﬁt»since some utilities employ a higher than averege ambunt'ofe, T

preferred stock in themr capltal structure and the analy51s of debt
1nterest coverages may not provlde a true test of their flnanc1al
stabllity. When analyzing coverages, the trends 1n lnterest

coverage are given substantlal consrderatidn. Whlle PECO's flve-yeer e

eaverage preutax 1nterest coverage was hlgher than the averege for
' the barometer group, it has experlenced a downward trend slnce 19Th
'whlle the' barometer group has showvn an upward trend. PECO's after- i

tax 1nterest ‘coverage and flxed charge coverage has remalned reTatlvely

stable over the perlod whlle the barometer group on average has shown

an upward trend. PECO Would be con51dered as a~h1gher rlsk -

investment as compared +o the barometer group ‘on the bas1s of lts

‘1nterest coverage ratlos.

Schedule No. 16 compares the d1v1dend ylelds of PECO and the

| barometer ¢ group over a flve-yeer perlod As shown by thls schednle, ‘;f ;,’fff"“

PECO’s d1v1dend yleld has been con51stently hlgher than the average;;v‘

of the barometer group companles. While it could be argued that

PECO's con31stently hlgh d1v1dend yleld 1s 8 51gn of fundamental

‘flnanc1al weakness when viewed in context w1th;1ts dlvidend payout e
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ratlo i believe today s 1nvestors in utlllty stocks are &ery
d1v1dend yleld conscmous and would look upon it favorably When
con51der1ng PECO's stock as an 1nvestment opportunlty k
Schedule No. 17 1ndlcates ﬁhat PECO's d1v1dend payout ratlo

has. substantlally exceeded thet of the barometer group durlng

d the five-year perlod and approached 100% durlng 1978. My ana1y51s

'does not 1nd1cate that 1nvestors are overly'concerned w1th hlgh

d1v1dend payout ratlos as long as the diyidend yleld remalns hlgh

- However, a high dIVldend payout ratlo.malntalned for an extended

period would have to result 1n an assessment of hlgher rlsk by

‘the 1nvestor 1f for no other reason than,the constant need to comyetei

in the market for capltal becauee of the lack of internal funds T

view PECO as.havmng a hlgher rmsk than the berometer group.compan;es"

' Wlth respect to dividend payout raﬁlos.

Schedule No. 18 is an analysis of Jnarket %0 book ratios for PEcof

and the barometer grOup companles for the period 1974—1978 PECO‘S ,7

~market to book ratios comparefeyorably w1th.those of the barometer

group, companles over the flveéyear perlod and exceeded the average
in 1977 and l978@ Conslderlng both_ﬁhe hmstorlc fiveayeer,per;od
and its caiendar year 1978'perfoimanee, I considergPEdOfe fieke‘" 
51m11ar to that of the»barometer group. : |

Schedule No 19 summarlzes the earnlngs/prlce ratlos o? PECO and ‘

the barometer group companles‘ Earnlngs/prlce railos are the rec1procal

of the prlce/earnlngs ratlo Whlch.reflect the number of dollars an b

- 1nvestor is w1111ng to pay for each.dollar of earnlngs. Investors w1ll

bld ‘the prlce of a company’s stock to a level that Wlll produce a

prlce/earnlngs ratlo commensurate Wlth,the rlSkS of the company. The
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»51gn1flcantly‘bet er posltlon than the barometer for the next several
years relative to 1ts construotlon;prcgram,treflectang a lover

~investment risk.

7,-1u-

earnlngs/prlce ratio 1s referred to as the capltalizatlon rate in:

",flnanclal theory and can‘be considered & general measurement of a.

farms equlty costs over tlme. PECO's earnlngs/prlce ratlos have

-been 51gn1f1cantly lower than those of the barometer group durlng

the flve—year perlod Theoretlcal thls would reflect a lower rlsk e
for PECO as compared to the barometer group.

» Schedule No. 20 1s an 1nd1cat10n of‘the‘proportion'of”coﬁétrnc—(

tion expendltures whlch have been flnanced with 1nternally generated

‘funds., A hlgh proportlon of 1nternal cash generatlon to

constructlon expendltures is. looked upon favorably by 1nvestors .
since it demonstrates that a utlllty does not have to rely as- heav;ly
on the capltal markets for its f1nanc1ng. For the flve-year perlod

l97h-l978 PECO's 1nternally generated funds averaged approx1mately

the same as those of the barometer group companles for Which SuCh 1nformat10ng7ﬁgfi

was readlly avallable. On E_ge 2 of Schedule No. 20 is shown an

estlmate of constructlon expendltures to gross utllity plant and
1nternal cash generatlon to constructlon expendltures for the years

1979 to 1981. These progectlons 1ndlcate ‘that PECO W1ll be 1n a

Schedule No. 21 compares PECO's ratio of allowance for funds used

during construction as alpercentage,of income available for common -
equity to that of the barcmeter group. AFUDO represents a future

generation of revenues but provides no current cash flow, This ratio .

is-a measurement of thekQualitykof'earnings"of a company. A hlgh

ratlo of AFUDC to income avallableforcommon shareholders re?lects

-a low quallty_of current earnlngs. PECQO's quallty of earnlngs has been
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fthe barometer group companles ngh effectlve tax rates are

‘tax rates have been materially'higher than the average*of the barometer‘

”‘group during the flve—year perlod and reflect a loWer 1nvestment rlsk

s will provide increasing revenues, However, 1t also neans the need tO‘ .

agencles as showu on page tvo of Schedule 25, PECO's regulatory rlsk

somewhat lower than'that of the“average of the,barometer group‘dufihgkl
the five~year perlod and was gbout equal to that of the barOmeter '

group durlng the calendar year 1978

Schedule No. 22 compares the effectlve tax rates of PECO and

assumed to reflect a‘better quality of earn;ngs@l PECO'S effectlve

- Schedule No. 23 compares PECO's electrlc generatlon,by fuel

mix W1th that of the barometer group companles In my v1eW5'lnvestors e
presently view 0il and nuclear as the hlgher rlsk generatlon because

of the volatlllty of 011 prlces and,the medla coverage glven to the’
Three-Mile Island 1nc1dent and nuclear-waste storage problems. As k
shown by thls schedule PECO'S rlsk.ls higher than that of the :
barometer group aVerage. St : | |

Schedule No. 2h is a comparlson of compound growth rates 1n.th

sales for PECO and.the barometer“group A hlgh rate of sales growth

bulld addltlonal high cost utlllty plant In today‘s economlc and '
regulatory environment I view a hlgh sales growth as reflectlve of f
higher rlsk. PECO's growth rate has been substantlally less than,that’
of the barometer group durlng thls flve—year perlod |

Schedule No 25 is & risk ranklng based on regulatory‘env1ronment.l”

Today s investors are very much aware of the returns allowed by
regulatory agencies and partlcularly thelr con31stency in alloWlng

such returns. Based on Salomon Brothers ratlngs of" regulatory )

is sllghtlyhugerthan that of the average of the barometer group companies,
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. WHAT IS YOUR CONCLUSION CONCERNING PECO'S INVESTMENT RISK AS COMPARED O

70 THE BAROMETER GROUPV

After analyzing rlsk comparlsons on a hlstorlc, current and prospectlve

basis I conclude that PECO'S 1nvestment rlsk is somewhat hlgher than

 the average of the barometer group. ‘

YOU HAVE PREVIOUSLY STATED THAT YOU USED THE EARNINGS/PRICE RATIO
METHOD AND THE DISCOUNTED CASH FLOW (DCF) METHOD TO DETERMINE A cosmd 7
OF EQUITY IN THIS CASE. WOULD YOU EXPLAIN THE EARNINGS/PRICE RATIO ;~.
METHOD AND THE RESULTS ACHTEVED THROUGH USE OF THIS METHOD PLEASEV

The earnlngs/prlce ratlo is the rec1procal of the prlce/earnlngs o
multlple and is known as the capltallzatlon rate in flnanclal theory;

In theory, future earnlngs prospects and stablllty of earnlngs w1ll .

Cabtract 1nvestors and 1ncrease the demand for a partlcular stock

relatlve to its available supply thereby 1ncreas1ng the market price
and lowering the earnlngs/prlce ratio, On thls ba51s the earnlngs/i EVO

prlce railo is one 1ndex of economlc strength whlch is ea511y acce351b1e,;>

‘to a potentlal 1nvestor., From a practlcal standpolnt however,

i‘uture earnings prospects do not a.lways appear to J.nnnediately effect :
the price of utlllty stock Thls may result from the fact that |
utlllty investors are prlmarlly “buy and.hold" investors 1nterested

in dividend yield. | ) | |

Analys1s of the earnlngs/book and earnlngs/prlce ratlos of the

barometer group companles and PECO 1nd1cate that for certaln companles e

ﬂsuch as Long Island nghtlng Company and Pennsylvanla Power and.nght

Company whlch'have experienced’substantlal earnlngs on book, the,use fU‘f
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of earnings/price ratios will overstate the cost of equity} iFor“‘d

companies such as OhiO'EdiSOH and PECO which haVe experienced‘ldﬁ;e

earnings on book, the use of earnings/price ratios may significentlyfn7

funderState the cost of'equity In my- oplnlon, a measure of equlty

costscan only be obtalned by this method When the earnlngs/prlce
ratios of a number of 31m11ar companles are averaged over varlous
time periods.

I have prepared Schedule No. 9 whlch shows the average earnlngs/

price ratios on a five—year,‘foureyear, three—year'and,twoeyear"

average basis as well as the~averageffor the ealendar yearr1978 and

at June 30, 1979 for the barometer group and PECO, As ihdicetedeon~"

this schedule, the range for these six perlods was 12. 157 to 13 h87

for the barometer group and. 10 267-12 157 for PECO. At June 30 1979

the average earnings/price ratmo vas 13 h8% for the barometer group

and 12. 157 for PECO

, Schedule ‘No. 19: shows the earnlngs/prlce ratlos for each of the

'years 197k through 1978 as wall as the average for the flve-year

perlod for the barometer group and PECO, The range for the barometer i
group averages for the yeers l97h—l978‘1s 12‘067-15 257‘and 9. 757-

13'977 for PECO. The averages for the period were 13. Oh7 for the

‘barometer group and 11.73% for PECO.

In my opinion, PECO’s earn1ngs/pr1ce ratio data unders ates 1ts

actual cost of equlty because of 1ts low earnlngs on book equlty durlng

thls flve-year permod. My recommended range for the cost of equlty

- using the earnlngs/prlce ratlo method is summarlzed below ,‘,d
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‘Barometer group range

Barcmeter group remge
from Schedule 19 -~ . -~ 12,06f - 15.25% =

~where:

In my opinion a purely academic model must be used with cdre in a B

»regulatory énvironment - The purpre‘of rate of return analySis is
~perlod. When rates wmll be in effect. The use of & currenﬁ annual;,;-

D‘¢onditions could materially missta$e the cost of eqﬁity; thhisD

conditions should‘prQVLde“afmore“accurate’determlnatlon of;equxty,"D‘

‘:Dfié?:DD"

from Schedule 9 e _’« o ;EaiS%Dﬂ<lSQh8%;L:;:‘

| 12;11%‘—k1u;36%“D"

WOULD YOU’EXPLAIN THE DISCOUNTED CASH FLOW’METHOD OF DETERMINING4A :

‘COST OF EQUITY CAPITAL PLEASE?

Yes, one’ve:sion of the DCF formula'can'be gtated as:

‘-2 ‘ e
R = 5 +’G R

-éxpected rate of return;m

ll

current annual d1v1dend

1t

R
D
P'D current prlce* ‘and

G = estlmate of future growth

to determine a cost of" equlty whlch will approximate the actual cost
determlned in the market—piace by the 1nvestor durlng the prospectlve

dividend, current price and EStimated ?uiure,growth rate;détéfmiﬁédD'DD~7 o

independently of any analysis of'thefhiSthic,Current‘andegtnrefe¢ohoﬁié :

necessary to conduct a detailed analysis of present and histdricalD'

growth patterns and dividend yielaS‘and equate them to théfstage dfk
the businéss cyéle.' Comblnlng thls analy51s w1th an analy31s of the

f1nanc1al streng*h of the’ utllity-and predlctlons of future economlc

costs.
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The DCF Method is often criticized because it 1s a mathematical

model which can produce a.great variety of results. Extremely complex; jf’f

. DCF models with many variables have been developed in an effort to

predict the cost of equity, My use of the DCF,Method will bewat a
much less complicated level. I am concerned with the two . magor
components of the DCF formula, dividend yield and some measure of
growth When combined they prov1de an estimate of the returnf
expected by investors. I have analyzed these two components for

the barometer group companies and PECO and have examined how they t ;

react and interact as a result of changes in the economy and the

"financial conditions of a company.“

HOW DID YOU CONDUCT YOUR ‘DCF ANALYSIS T0 ARRIVE AI A COST OF EQUITY -

-CAPITAL FOR PECO?

First, I analyzed the dividend yields of the,barometer gronp and'PECO;

for theifive~year'period 1974-1978. ~'As sh0wn o Schedule No. 16 the

yields for the barometer group averaged 9.34% for the,five~year period ;

and 10. 63/ for PECO for ‘the same period As would be expected the

dividend yields were higher for the barometer group and PEGO for the;s»~'
 years 1974 and 1975 Whlch were periods of high interest and 1nflation
. rates, I next analyzed the growth‘rates in earnings and.d1v1dends 1"

for various time periods during the years 1969 to 1978 to determlne a i

representatlve growth rate for the "G" portion of the DCF formula.,?

As shown on page 3 of Schedule No. 10, growth rates in leldendS : 3

'ranged from 2.20% to 4.65%Z for the various time periods and,averaged ‘

3.56% for the periods calculated for the barometer group companies._"‘:

For the same periods PECO s leldend growth rate ranged from 1.047%
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“to 4}76% and averaged 2.17% for the periods. On page 4 of Schedule

10, 1 have made the same calculatlons for growth in earnlnga per |
share. Growth rates‘ranged~from'1.72%'to‘4.46% and averaged;3.70%r
for‘the*period for . the barometer group.‘ for the same,period PECOJd
experlenced practically a zero earnlngs growth rate. L

At this point in the DCF analysis it is standard practlce to .
combine an estlmate of growthrw1th a current or estlmated d1v1dend~,
yield and‘arriue at a Cost'of equdtjfcapital. However, in my oplnlon
an attemnt must flrst be: made to comblne the components of the DCF

formula to arrive at a total return which the investor required during

various historical periods. I have prepared such an analysis on : o

- pages lfand ZTof‘Schedule 10, In column one of thlS'SChEdUle'I have

combined the average actual divmdend yields for the years indicated
with the actual compound growth rates for the barometer group (column
2) to arrive at a total return requlred by the investor durlng those
periods. I have also used an average current yleld and comblned 1t
with and estlmated growth rate to arrive at a total requ1red return
for 1979 I have made the same. calculatlons for PECO u51ng growth 1n
d1v1dends (columns 4 5 and 6)) and for the barometer group (columns ,
7, 8.and )] and PECO (columns 10, lloand 12) using growth rates in
earnings. The purpose of this analysishisvto apprQXimatettheaactuali
return required‘by,the investorkduringruarious‘historicalustages'of i
the'busineSS cycie.’ In my: opinlon, it 1s necessary to establlsh valid'

hlstorical,lndlcators of returns requlred by 1nvestors in order to make

. reliable future predlctaons of equrty costs.
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PLEASE EXPLAIN HOW YOU ARRIVED AT THE TOTAL REQUIRED RETURNS As SHOWN Lo

IN COLUMN 3, PAGE 1 OF SCHEDULE NO. 10.

Under column.l for the year 1974 I assumed that at December 31 1973

I was an investor making a deeisron as to how much I was Willlng to n

[‘ pay for a‘share of stock based on,expected dividend ylelds;and growth

Q.
A.

rates. If I made the right declsion and paid a price for the stock e

that resulted in a div;deud yield of 9, 72/ and selected the rlght ‘
growth rate estimate of 2.87% (1n thls example a flve~year compound

growth rate) my total requ;red returnswould‘have ‘been’ 12.594. The

, seme calculations were made!for»eeoh of the periodsiindicated'for the«; :

barometer group and ?ECO using growth in divmdends (columns l~6) and

earnings (columns 7-12)

PLEASE DESCRIBE YOUR ANALYSIS AS SHOWN ON PAGE 2 OF SCHEDULE NO. 10.
This enalysis’is‘similar'to that'shown'onfpage~l but I hevegaverage&:‘e

the diﬁidend yields OVer‘VariOus time periods. This anaiysisrprodnceSf‘ﬁ

a range of requlred returns similar to the analys1s on page 1 of

Schedule No. 10. However, it flattens out the change in required

© returns resulting from business cycle actithy. It would be a useful

predictor of average equity oosts but should not be used to estimate

equity costs speeifioallygrelated_to business-cycle activity‘,

WHAT CONCLUSIONS H.AVE YOU REACHED AS A RESULT OF YOUR DCF. ANALYSIS" E |
My first conclusion is that dividend growth may be a better predlctor _“ 

~ of utility 1nvestors expected growth rates ‘than earnlngs growth, at o

least fcr 'PECO. The range of equlty costs for the barometer group ;‘

: using d1v1dend growth was 12 34/ to 13. 914. Using earn;ngs growth it
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was 12.20% t0'15;25%. The range of equity costs for PECO usrng -
diVidendkgrowth mas‘lz 63% to 14 674. Using earnings growth it;was
9.17% to 135142. The average electric utility makes every attempt i
to constantly‘increase its divrdend. In lean years this is done by o
increas1ng its dividend payout ratio. Since I belieVe~investorSainf:;i

electric utility stocks are very div1dend oriented it is this S

fgrowth that they primarily rely upon when setting the price,they are

willing to pay for a share of stock. - Of course, lf a utllity does

not receive periodic revenue increases, its real growth will be

overrated by the investors and will result in price adjustments over“ o

a period of time. I will use,dividend,growthbfor the "Gﬁ,portion’of;‘iif“}

the DCF formula. | | L
Another,conclusion‘whiCh'capvbe reached‘from‘mydanalySis’isvant

obvious one.: The cost of equity;increases'during.periods‘offhigh;'

_ interest and inflation‘rates A review of colum 3, page‘laof~

Schedule No 10 shows that during the recessionary years 1974—1975

for the barometer group, the cost of equity went from 12 SQA to 13 854.

" The yearx 1976 showed an improvement in our economy and the cost of

equity'decreased to,12;514.~,l977 was a good year from a buszness

Standpoint with the‘market to book ratios of numerousfelectricirv

,utllitles approachxng or exceeding l/l., The‘average eost of ‘equity’
,for the barometer group for 19r7 further decreased to 12. 344.;‘During i =

1978 1nflation and - 1nterest rates increased and the cost of equity )

increased to 13 87/.

It dis also. apparent to me that the cost of equlty may be overstated

or understated because of timing differences resulting from 1nvestors

'perception of the state of the economy and the actual state of the
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’ economy I believe that the 13. 854 and 13, 87/ required returns shown o

in columnd3, page l of Schedule No. 10 for 1975 and 1978 respectively

'imay be overstated because of such timlng dlfferences. The 1nf1ation  5f:f i

rate had declmned from 11.0 in 1974 to 9.1% in 1975 and growth had

"1mproved somewhat over 1974. However, stock prlces remained depresse&
‘.as a result of the lasting impressions of our 1974 economic probleme ;;o'}'%di
ion 1nvestors. In 1978, stock prices decllned because of increasing |

flnflation and predictions of wotrse things to come even though the

baromter: group companies experienced a 4 65/ growth rate during that

yearf ¥

WHAT 18 YOUR'RECOMMENDED EQUITY‘COST RANGE USING THE DCF METHOD? . -

I recommend a range of 12 34% to 14 674. This range was determined :

; u31ng growth 1n dividends and reflects both the low and hlgh cost

- of equity for the barometer group and PECO as calculated in columns

1-6, page 1, Schedule No. 10

BASED ON YOUR ANALYSIS USING~THE EARNINGS/PRICE RATIO METHOD AND
DISCOUNTED CASH FLOW METHOD WHAT IS YOUR FINAL CONCLUSION REGARDING .
THE COST OF EQUITY FOR PECO’- et |

I COnclude that;PECOQs cost ofvequity.is 13.49% as calculeted belowtig

Cost of Equity Method '-,7quﬁitz Range Cost of Equlcy :

fEarnings/Price'Ratio o 12.11%-14. 36/ L 13, 3350
'Dlsc0unted Cash Flow : ‘;;:12.347—14 67/ e l3,62%e‘

T aeiaiasanmpeai | 71

 Cost of Equity for PECO *;Fff‘;f_ | s],~ii»d13;4sz i




10
11

12

13
14
15
16

17

19

20

21

22

237

24

25

cost of equlty may be_appropr;ate. rf

=24
ThlS recommendation is intended to be an estlmate of the equlty return '

expected by PECO s investors durlng the prospectlve year rates‘w111

 be in effeCt. In‘maklng thls~recommendat10n I have grven substant1a1

con51deration to business cycle activity relatlve to the years

‘1974-1975 as well as the calendar year 1978 ‘and pro;ections of growth

~rates for electric utilities, inflation rates and interest rates for

the 1979-1980 perlod, I have also given spec1a1 consxderation to‘d,

PECO 's financial condition and 1nvestment risk -as compared to the f’

‘ barometer group companies through my comparatrve rmsk analy31s.,fd

‘I would llke;to make it clear that my f£inal recommendatlon,ie
tied to the busineSS'cycle and shonld not'be coneidered an "average“
cost of equity. xn my 0p1nion PECO's cost of equity has averaged
less than 13. 49% during the period 1974 to the present. Based on ‘
analys1s of earnlngs/prlce ratlos, drvzdend yields and leldend rg'
growth for PECO and the barometer group‘companres, PECO'S'everage;:
cost of equity was closer t0513.l%iduring this period.

This test:mony is belng prepared during October of 1979. A
decision must be rendered by the Commission. before Apr11 25 1980.‘f

I would encourage the Administrative Law Judge as well as the Commissiond‘r

to take into consideretion.the economic conditlons and progections

‘at the time a decision is made. If the economy has shown greater

1mprovement then I have antlclpated 1n thlS testlmony then a 1ower

HAVE YOU MADE AN ALLOWANCE FOR THE EFFECTS OF FLOTAIION COSTS OR

MARKET PRESSURE N YOUR RECOMMENDAIION?“;
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Up to this point in my analysis I have not. I do nOt think'it‘is ,‘»vy

approprlate to make an adJustment for market pressure. H0wever,',,

flotatlon costs con51st of actual expenses 1ncurred as. a result of

‘ new common. stock 1ssues. If a utilmty has actually 1ssued new stock'

and 1ncurred such expenses then an adJustment shouId be made to the _—

recommended cost of equity or such costs should be xncluded as an

‘expense clalm in cost of service.‘f ’
PECO 5 Exhlbit JEB-1, Schedule No. 8, ‘page 3 of 3 indlcates Lhat' '
it issued 4 000,000 shares of common stock in April of 1979 at a cost;‘g

’of 54 6¢ per share or a total cost of $2 184 000 I have added 14

basis points to my recommended cost of equlty, calculated in the

following manners:

Cost of Issue (54.6¢ x 4,000,000  §_ 2,184,000

Common Equlty Capital at March 31, 1980

(Schedule No. 3, Exhibit No. DHM-14) . $1,582,820,000

\ Required Adjustment to Cost of Equity

Recommendation ($2,184,000 R e I e
$1,582,820,000) I . .00138

,Recommended Cost of Equmty ',},"; ; R of~; us ;:13490j

Cost of Equlty Recommendatlon After ) E L G :
AdJustment for Flotation Costs , S . .13628°

CBewmded 0o o b e

My,recommended‘COSt‘of‘equityrafterfadjustment,forfflotation'costseo-i'”

is 13.63%.

WEY DO YOU THINK IT IS INAPPROPRIATE TO MAKE AN ADJUSTMENT FOR MARKET -

PRESSURE?
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For severai reasons. In the first place I belleve it 1s very
dlfflcult to. obJectlvely separate the: changes in stock prlces resultlng‘
from 1nvestors ant1c1patlon of a new stock issue from the changes in
stock prlces resulting from the,multltude of 1nteract1ons whlch,occur S
in the stock market each day. |

. In the second place, even if declines in stock pr:.ces COuld be
objectively attributed to an issue of new stock such changes would
probably be of a shortnterm nature.‘ If they were of a 1ong—termrnature ;
then the effect of market—pressure is automatically taken 1nto

con51derat10n in the evaluation and use of market data to determlne‘~

. a cost of equlty.

Q. WHAI IS YOUR RECOMMENDAEION OF AN OVERALL COST OF CAPITAL FOR PECO”{V'

As shown in Schedule No. 2, my recommendation Qf an overall cost of: :

cap1ta1 and falr rate of return to be applied to a rate base consistlng
solely of hlstorlcal costs is 10, 154. My recommendatlon provrdes PECO
the opportunity to earn: sufficient monies to fully compensate thpse
investors which have supplled PECO with capltal through purchase of
long*term debt and preferred stock at contracted rates.v It will also;‘
allow PECO to compensate those 1nvestors who have supplled capltal tor
PECO through purchase of common stock. The,return which thesecki i
investors require 1s’based onrthe;r expectationdof futureydividend‘h
yields andygrOWthfand:considers‘prospective‘inflation,ttSince[myh
recommended cost Of‘equity is hased on. the eVaiuatidn oftmarket’data ;

and also includes an estimate of prospectlve 1nf1at10n, 1f a rate base ]*

: Wthh 1ncludes a portlon of current costs is used 1n this proceedlng

then my recommended cost of equity and falr rate of return must be
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: adjusted‘doWnWard to avoid'compensating the equity'investdr»fOr'capitalif

‘-WhiCh he has not‘suPplied to PECO.. My reCOmmended range for: cost i

of equity and fair rate of return to be applied to Dr.;Blrx_s“
recommended rate base whioh oontains sdme~measure of~currentjcost'ls,

'shown.in Schedule No. 2 ofimy;exhibit. g

HAVE YOU INCLUDED AN ALLOWANCE EOR"ATTRITlON IN YOUR 'REcommrTDED FAIR

RATE OF RETURN°

1. have not made a separate adJustment for attrition. The investor”,
considers the regulatory environment as well as the dlfferences between‘dl:
allowed rates of return and achieved rates of return when he evaluates :"

the investment risk of a utility. To the extent that a particular

,utlllty s earnings on book are def1c1ent or the returns which a’

regulatory agency allows it the 0pportun1ty to earn are lower than S

that of cOmparable risk companies, everything else belng equal an:

- investor will be W1111ng to pay 1ess for its stock ‘and will requlre a .

hlgher return.

; since my recommended cost of equity is determined through evaluatlon 1““"
" of market—based financzal data, 1 have considered ‘the effects of attritlon : ;;;-L;

-on the cost of capital.

DOES THAT COMPLETE YOUR TESTIMONY?

Yes, except to state that my recommended fair rate of return does not

contaln adgustments for penalties or 1ncent1ves which may be deemed ~‘:
to be appropriate as a result of the evaluatlon of management

efficiencies or inefficiencies during these proceedlnge.jlf ,
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Education, Business and Regulatory
Experience of Donald H. Muth

‘.EDUCA'I’IONAL BACKGRQUND

In May, 1977 I received a Bachelor of Arts degree in: ,
Business Administration from Elizabethtown College. My major course
of study was accounting with additional areas. of study including
economics, finance, computer programming and various business
related courses. :

I have also attended the following seminars oxr conferences
concerning utility regulation and related subjects:

- NARUC Annual Regulatory Studies Program at Mlchlgan State i
Un1versmty - 7/16/73 to 7/27/73

- NARUC Annual Regulatory Seminar on Rate Regulatlon of. Water i
- Utilitdies at the University of South Florida - 11/11/73 to 11/16/73

= Pennsylvania Public Utility Commission Workshop sponsored by
the Pennsylvania State University - - May and June, 1976 '

~ Pennsylvania Public Utility COmmission Workshop on the Phy91cal
Functioning of Utility Equipment sponsored by the Pennsylvania
State University~- 10/76 to 1/77 -

- Attended the semi-annual meeting of the NARUC Staff COmmlttee
on Accounting in Nashville, Tennessee - 9/12/76~- 9/16/76 :

~ Visited the New York Public Servlce Comm1581on to revmew 1ts‘n’
-organizational structure, auditlng and rate case procedures -~1;
1/13/77—1/15/77

- Attended Paine Webber (large New York Investment Banker) Semlnar
on Fixed Securitles - 7/12/77 , . .o

- Attended Management Conference on Leverage Leasing, Project and
Fuel Procurement Financing in the Electric Utility Industry -
10/5/77 to 10[7/77 (New York City) .

- Visited Research Department of Paine Webber to study its
statistical and economic research methods and sources =
November, 1977 '

=~ Attended Ohlo State Unlver31ty Seminar on use of the Regulatory :
Analysis Model (RAM) in February, 1979 - , ~
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BUSINESS EXPERIENCE

Non-Utility Experience

From 1956 to 1969 I was employed by The Callfornla Test
Bureau, a publisher and processor of education and psychological
tests for schools, colleges and. industry, in various capacities
including shipping clerk, supervisor of its eastern division ware-
house and supervisor of machine scoring and data processing.

Utility]ExPerience y‘

I have been continuously employed in the utility industry .
or in utility regulation since 1969. :

- From 1969-1972 I was employed by General Waterworks Corporation,
a public utility holding company, initially as a Junior
Accountant- and subsequently as Accounting Supervisor of its
Atlantic DlVlSlon office. ;

- From 1972—1973 I was employed as an Accountant by Community
‘Communications’ Corporation, a consulting firm which. pr0v1ded
management, engineering, billing and accounting services to
several small independent telephone utilities located 1n‘7
Pennsylvania and New York. ‘

- From 1973-1976 I was employed as a Public Utility Anmalyst in
the New Rates Section, Bureau of Rates, Pennsylvania Public
Utility Commission. I was responsible for analyzing
supporting data filed by water, sewer, gas, electric and
telephone companies in support of proposed rate increases
and preparing a detailed report recommending acceptance or 7;
disallowance of claims for operating revenues, expenses, rate
base and rate structure.

~ From 1976 10/77 1 was employed as a Public Utility Analyst :
and Assistant Supervisor of The New Rates Section. My -
responsibilities were similar to those described in the
previous paragraph with the additional duty of reviewing
rate f£ilings and reports completed by analvsts in the section.

During the period 1973—10/77 I conducted an analys1s
or supervised the review and analy31s of approximately 100
rate cases filed by various utilities. In all of these cases
I worked closely with the Rate of Return Section concerning the
determination of a proper rate of return to be included in thex,
reports., During this period I acquired a knowledge of the
- specific components of fair rate of return and conducted an
‘tindependent rate of return analysis on various cases.~




o

-~ From 10/77-1/79 I was employed as a Public Utility Analyst and

Supervisor of the Tax Section of the Finance Division. 1In

‘this position I supervised three tax specialists. We were

collectively responsible for analyzing rate case data and.
recommending, through testimony when necessary, the properj
alllowance for state and federal income taxes to be included
in utilities' cost of service.

- From 1/79 to the present I have been supervisor of the Tax

Section and the Rate of Return Section‘of the Finance~Division,
Bureau of Rates. I am responsible for the supervision of nine

 personnel employed as income tax and rate of return specmallsts.’

We are collectively responsible for analyzing rate case data

~and recommending, through testimony when necessary, a proper

allowance for state and federal income taxes and a fair xate

-of return.

Since January, 1979, I have concentrated primarily on the fair
rate of return function of rate making. I have prepared or
reviewed the preparation of recommendations concerning the cost
of capital and fair rate of return for in excess of 100 '
utilities of various types and sizes.

During this period we have conducted research and evaluatlon of
new rate of retutn techniques including the Capital Asset
Pricing Model. We are presently laying the groundwork for the
establishment of a computerized data base and the computerized.
analy51s of flnanc1al and market data of public utilitles.e»
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at Various Time Periods Based on Compound Growth in
Dividends and Earnings
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'Exhibit Nb. DHMPIA
‘Schedule No.‘l '

" Page 2 0of 3 i;‘-f;!i
Index to Séhedules o o
‘ , - ‘ SRR “Schedule -
: Descrigtion : , ‘ o _Number -
Comparative Risk Analysis.‘ : | -
Relative Rankings by Risk Analysis (Historical) for e :
Barometer Group and Philadelphia Electric Company ; o
Relatlve Rankings by RiskAnalysis(Cuxrent) for e
Barometer Group ‘and Philadelphia Electric Company ' Coa 12 ety
Average Common Equlty Ratio for the Galendar Years : U
1974-1978 R - S 13
Average Return on Common Equity (/) for the Calendar TR vt
Years 1974~1978 « = e I
Interest Coverage Before Income Tax (Including e T
~ AFUDC) for the Calendar Years 1974~1978 ; 15, Page 1
InterestCoverage After Income‘Tax (Including A A
AFUDC) for the Calendar Years 1974-1978 L ' 15, Page 2 -
Interest and Preferred Dividend Coverage After Income'i‘ .‘ v
Taxes (Including AFUDC) for the Calendar Years 1974— T R R
1978 S , o ; e o - 15, Page 3
Average va1dend Yields for the Calendar Years 1974* IR
1978 : S B TR
;AVerage Dividend Payout Ratios for the Calendar Years T
1974-~1978 . e Ll e ERETRREE R 7 AE
Average Market to Book Ratios for the Galendar Years‘ SBEE IS
1974-1978 : K ‘ G - ; o
 Average Earnings/?rice Ratlos for the Galendar Years L
1974-l978 : ; g , I
Internal Cash Generation as a Percentage of Construction" , E
eExpenditures for the Years 1974—1978 i 20

Allowance for Funds Used During Construction as a Per~ ’
~centage of Income Available for Common Equity for the SO T
Years 1974—1978 R R e oo 2L




Index(tb'SCheduleSf
Description |

Effective Tax Rates for the Calendar Years>1974—1978
Electrlc Generation by Fuel,Mix 1979 Estlmated

Compound Growth in Electric Sales (Kwh) for the Period
1974-1978" '

Regulatory Environment—Barometer Group and Philadelphia

Electric Company’

Current (1978) Risk Analysis Using Varlcus Financial
and Operating Indices and Ratios for Barometer Group
and Philadelphla Electrlc Company :

 Schedule
- _Number

'22';~ ”;
3

25, Pages 1 & 2

‘ ‘LExhibit No.iDHM—-lA "
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Summary of Recommended Falr Rate of Rerurn

Recommended Talr RaLe of Return Appllcable to a f
Rate Base which Con51sts Solely of Historical Costs

] At T . Cost . Veighted
‘Type of Capital. ~ Ratios - “Rate . . Cost i
' S i : Lk e B T

Long-Term Debt 522 - 840 43

Preferred Stock; S "12a857f4 ;‘?:' ‘7.78:f’r[’"jie ly0O
Common Equity 350 a363 477

Total 10000 O 10015

Recommended Range of Cost of Equlty and
Fair Rate of Return Applicable Solely to Staff : i
- Recommended Rate Base Contalnlng Some Measure of Current Costs

Staff Recommended  ' "Applicable,Cost;;~\,‘ o AﬁplicablekFair,”‘

Rate Base Range- - _of Equity Range ~.‘Rate-of: Return Range

$2,889,00,000 8637 gy
BT T g

$2,828,000,000 © - 94z gsg

Ixhibit No. DHMEIA '
Sohedule No.

| g
| Bagelorl




Long Tersm Debt :
Preferred’sfock
Common Equity

Total Pér-;nint'caﬁitil
 Short Term Debt

Total Capitalization

System
‘Long Term Debt
Preferred.stock~
ca-od‘zquity‘ |

’ Total Permanenc cipical
Shore Tetn'nébt

Total Capitalization

4 o .

Philadelphia Electric Company
CAPITALIZATION AND CAPITALIZATION RATIOS

- Exhif
Sche

' FISCAL YEARS ENDED
° 3/31/79 AHD'3/31/80

: Fx-cal Year Knded 3/31/79
Incl.
Short -

© $2,207,080%
582,872

1,487,877

-Exel.

- Short
- Tarm

Tarn

D No. DHM-1A
‘Page 1 of 1

rxacal Year Ended 3/31/80 5
~Incl.
- Shoge
ey

,;s :

‘Exel.

‘~'Short
‘Ier-

- 5162
13.6

3.8

: 3‘;277,829;

100.0%

H;2‘367 : =

$4,290,19

 $2,228,861%

582,872

, 1,&87‘877

$4,299,610

_16,617 :, 
$64316,227

- 13.6 ‘
: 36 6

5143

13.6

34.7

9.72

°‘3 ’,

$2, 355 792*
579 672‘

. .1,saz,szo;

34.513,z$6f

51.62
13.5
34.5

100.02

: *Cutrcnt maturitias of long :omn dnbc ;re xneluded 1n chcun Exgurql bu: uat tho o

unamortized prenxu- and dxacouat.

Note:

Respondent 8 Exhlbit No. 1.

99.6%
- 0s4

42,376,792

| 519,672

: ,12582,820t

$4,539,284

17,000

100,02

This Schedule is Attachment II-Arlc of Volume II of

12.8
35.0

Csner
128
‘,ysA;y;i:';y{

100.02
_ 13,000
| $6,531,284  

52.32

12.8

34,9

9.7z
0.3

- s2.23
2.7
47

10002

99,62 .
04
:‘ ioo;oz?fj?;5




B IR S ‘ Schedule No 4 S
Page 1 of 2

-

PHILADELPHEA ELECTRIC COMPANY
DRY CAPITAL

DRVELOPWENTY 0P WRIGHTED RPFECTIVE COSY MATE
Naron 31, 1980 -

‘ -£91,000%3)
o Prinaipel ; S
Coupon Data of Dats of Amorat Pramium of Im . e : S : Tield o
Jate - Maturity Tasus Qutstanding  (Dissount) . Trxpenee _ Net Prodedds (k) . Cogt ¢ Maturity -

, i 02 0f Momey
4.0} {b) {a} ggugg {1; ) . ABOUNE P 100 Cuee Yleld “irpy. Intecegt {m)
[AVINEE 2) 3 1) A8) fg! LA 8 : (9) ; ,(10)-(9):(1) 53}

23788 due 1981 121488 3,000 - s2ah 139 36,130 10053 AL 825 2.13 :
3n1/08 due 1982 1% 13,000 1093 161 38,902 - . 99.83 - . 3.8 AR 328
3-1/88 e 1583 12/1/53 20,000 (97} . 14 19,706 - 98.53 317 625 3o
3-178% due 1985 /158 50,000 (23%) 159 49,606 99.21 3,18 1563 3.17
3,858 3.7, Deas o e : : S : R
due 1986 LAY ,000 - ‘ 188 39,818 . 99.53 3,87 1,938 4.58
4e5/88 dus 1987 YAUST 40,000 (288) 1310 39,508 . 98,96 8,67 1,889 CN69 |
3-3/43 due 1988 | 5/1/58 40,000 {360) 123 BT W .80 1,%02 103:82 |
4=3/88 duw 1988 R/ 0,000 (319 LIS e ST - 99,07 8,52 2,190 omy |
53 doe 1989 10/1/%8 Q4,000 1 183 0. 50,098 - 100,08 5.00 RS0y 5,00 j
4=1/2% dus 1994 /1768 0,000 150 134 50,026 100.0% x,50 2,28Y ¥.50 J
§=1/88 e 1997 10/1/67 75,000 ary. us . ™60 99,49 6.16 SR A8 TBe18 R ]
5-1/28 duw 1993 .- 32/88° 60,000 {809) " 59,520 - 99,0 - 6.5% - 3,00 8,57 B : S
9% 3.7, due 1955 2/1710 80,000 1,071 1" 80,960 - 101.20 88 T 97 o
743748 8.0, dus 2000 12719470 30,000 72y - ey 79,521 98.90 T8N 6,203 7.8% .
B-1/81 dus 1996 7n 80,000 (349} - RE 719,508 - 99,38 8.30 6599 8:31
7-3/88 dus 2004 121m 80,000 el 132 79,07 999 S Te38 5,508 7.18
7-1/28 dus 1998 6/18/T12 100,000 {1ay w2 99,088 - 99.88 753 T8 .5
T-1/2% due 1999 1/18/73 100,000 (388 16 9,50 93.% 1.58 TS T1.5%
8-1/28 due 200% 1215/7% 129,008 » 145 120,889 9.9 851 10,628 851
Teveur Dotes 5/29/7% - . 78,000 - 3 74,997 99.99 10.50¢1) 7.87% 5
113 due 1580 ) WSS 129,000 1,219) 26 123,565 98.88 11:13 13,7183 A2y
123708 dus 1981 141S/T% *100,000. (3%0) 128 99,025 - 99,03 - . 12.87 12,788 12:99
L1-5/8% due 2000 R1%/TS 68,000 (423) 104 68,573 99,19 11.72 7,55 11.73:
113 due 2000 - BANTS 80,000 {T00) . T 19,128 ofuge - C13e32 8,798 - . .13
S -1/88 due 2006 W78 100,000 (a75) 159 98,9566 - 38.97 922 918 92y
1+5/88 due 2002 871/76 100,000 (87%) 168 58,957 . 98.96° 9.73 9,628 TN
845788 dus 2007 L38TY . 75,000 (670) - N7 oo 7e213 G898 . 8,72 N6 873
3-5/4% dua 2007 8771 78,000 (h29). " kY NN Ge.aW. 8.59. 6,469 870
3-1/8% due 2008 3211518 " 100,000 1m0 W27 99,990 0 99.96 IS0 SRR 1 - ERR !
T-year notes 7/10/78 25,000 . s LR AN 9S8 10,7002) 2,678 10um0
Teyear notes TIY/78 75,000 - Joo 0 TN 99.99 10.25(3) -~ - T,688 L1028
d=yuar note 5728719 50,000 . - e U 50,000 100,00 . 10.0 (8} 8,000 10,0 ;
10.745@- 2009 (51 N7 108,000 - - 100,000 100.00 © . 10,38 10,250 10028
1.3.8,% i .
4508 due 1980 17475 - 2 1,000 . L 988 - 58.50 w57 . LI N - 2
5508 dum 1997 164V/T2 33,000 ISR, [ . KRR - 1 - R SRR X | 1,818 s ey
6008 due 1993-2003 - 2/1/77 23,%08 (429} A0 0 2,08Y L 9ree BT 1810 L 6edd
Note o Samuel & ! S : S g T S
Catherine, Eguards . ~7/19/77 e - . A0 100,00 00 . W R0 A
Note o 1M 2 - . UL 100400 19.00 3 10400 :
Mocacllrmt g : : ST e Lo S (i e ;
Zetty Hyees BIRRREL V2 Y (] W e - 200000 v L1002 el
Hote to Burdett S : . ‘ ) : e :
Oxygen Compmay .. 211418 ¢ ] - - % 100:d0 800 ER S X
Cusalative nmquim J.P.tr)
318 5.7, debs - . R R : - . R AT
Yue 2000 107061 - (18,806) - S AGTY o (NG33eY L 9953 L) o {698) T {4.88%
C 9% 8.P. Due 1908 22910 . To(9,.600) . (129) " A1 0 {9,718) 0 101,20 (8:89) =~ (348) (8.98)
73748 3,%. due zoao 1218470 (8,099} -8 0r . (8,010) 0 9890 . . {7,883 (sm w.as) .
239,792 (B8Y) uo azu.zsl S . T m,sm :
Sasgnted dvg, Coat . SR e
of Debs Cagital P . : R 8.318 tp)
{77 = 1058 of priee (prime @ 10,081 » 10.50%
(2)" 2 1078 of prime-(prise # 10,0%) = 10.708. =
£3) 3. .1/8 of. 1% over prise (prise ! 10.08) » m.zsl
{8) = Prime x 10.08
15) = sevisated
Note: This Schedule is Attacbme.nt II—A«&a, 2 of 2 of Volume. II of Respondent g S

Exhibit No. 1.
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- Schedule No. 4 =
Page 2 of 2

Calculation“bfjWéigﬁtedvAveragee
Cost of Debt at March 31, 1980

($000 s)

'Net Proceeds (Column 75 Page,li’SchEdule No. 4) ' ‘ :$2 343 1511

Annual Interest Calculated on a Current Yield Basis : k ST R
(Column 9, Page 1, Schedule Nb. 4) Sl 8 1943670’e

Adjustment for $100, 000 of ‘Bonds Issued at 12. 624 TN S
($12 620 - 10 250) ; R 2 370"'

Adjustment for Gain on Required Debt (1) g ‘ l."k e_,‘ (291)

Total Interest EXPense : e L e “$ 196 749

‘ Weighted Effective Cost of Debt S G _3,404

Note 1:  The. $29l 000 adjustment for gain on reacquired debt is.f’

the average of the gains for 1977, 1978 and 1979 as '
reported on Attachment II—Ar6C, Sheet 1 of 2 of Respondent s
Exhibit No. 1. el
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g0 11‘ euNToA 30 7 30 7 ‘49~Y-I1 JUSWYORIIY ST SINPAUDS sTYT

tog0N

LR

Cusulative

3.68 nnncunmuco
.rw- Cumulative
4.68% cCumulative
75 Cuzhilative
8.758 : n:ncnnnnrc
7.858  Cumulative
7,758 aznnurnu<o
7.808  Cusulative
7.3258  Cumulative
19.508  Cumulative
9.5 Cusulative
8.75¢8 D!u.«n«.
(Radeonsd 73
Cumulative)

Redosasy 7.3258

Cuuletive

ﬂonuu at 3/31/80(p)

" 226,499

221

300,000

150,000
150,000

400,000

650,000
500,000
200,000

750,000
150,000

750,000
500,000
500,000

(48,000)

(30,000)

acu Not 2pplicable
{a) Mot spplicable

{g) Hot applicable

msnnnnm~v=»- n~.an1uo no-vn=<
“Preferred Stock -

cacuuov-nno of. Waighted Effective noun wwnn

- Merch 31, 1980
e mou,aoownv

msuaanv-u : »onlw.uuuoocan

Deo. 19N te2,650 422,650

fero 1z ez g gen
1w2/5/6 20,000 (30) 29,97
asne 15,000 | B) w532
5/14/53 .;, 15,000 .m__.: | 18,756
27868 w000 (646) 39,354
v2/m. s (1,080 63,950
3nom CS0000 o agage
v,&bm\.z .00 ‘So.ws. : p,.w,.mks;
vane  omee o T
5113 5,000 A (" 1) 7,558
S/170 15,000 (1,009 713,907
5/1/16 .mo.na : . (s20) 49,080
/178 50,000 (225) 89,715
a0 e00) m e
A3 Qe g (2,982)
- ez #5172, 802

 $100.00

109.31

96.88
98.37

© gB.k0
98,40

“98.01
98,53
99.41
98.54

98,16

98.39

99.41

$996.6
1.2

1;140.0

645.0
702,0
2,800.0
5,687.5

w.omm.c
; .Mmo.o
5,850.0
5,493.8
7,125.0
¥,760.0
%,375.0

(336.0)

nnm.,.,mv

$48,706.3

»nnwosnoza Hmnh;av
2 on m

noun R,

¥.40°

4.03
~3.80

SNy

4,76
(11

8.89

7-91

: ﬂ-;WN; .

S 7.37
9.64

9.70

8.79

qan.

(7:37).

7.80

wnnoc«»qo

Z 30 Tiaﬁea
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. Exhibit No. DEM-1A

,; SChedule No. 5
- Page 2 of 2 -

Calculation of Weighted Average
Cost of Preferred'SfOCk at March:31, 1980

k,-($000f9)1

Nt Proceeds (Column 6, Page 2, Schedule No. 5) $572,802.0 -

Dividend Requlrement (Column 8, Page 2, Schedule'; e
No. 5) ek o $44,706.3

,AdJustment for Ga1n on Preferred Stock (1} L ni"if: 121;5;;" 

Net Dividend Requirement {" , ,f : L .:;*,j‘,_L$‘44,584;8}r5 L

’Weighted Effective Cost of Preferred Stock - o R r'v'7;78%e;1f'

Note i: The $121, 500 adjustment for gain on redemption of preferred o

. stock is the average of the gains for 1977, 1978, and 1979 as
P reported on Attachment II—Ach, Sheet 2 of 2 of Respondent s :
T EXhlblt No. l"‘;‘ e b ;




noavmﬂwmou of Hunmﬂmmﬁ wmnm Hﬁm:mm moH :
<mﬁwocm Ratings ‘of Utility and Industrial woumm
moﬂ ﬁ#m mmmnm chwlucqm msm Hmuw ‘to umnm

~ Dct.

T  Source of Humowawnwoww

Moody's Public Utility Manuals and

Bond Surveys.

- Time © - Aaa Rated Bonds Aa WNﬁmm uouam > : A wmnmm woﬂmm o Baa Rated: Bonds
CoPerdod dnwwwﬁm‘wHﬁmcmnﬂme, mmﬂmmm «ydwwHHn% ‘Industrial Spread  Utility Hﬁ&cmmnme mvﬂmmm .dﬁHHAnM‘,Hamawnﬂwmwp;mﬁﬂmmm
oAy ‘H;“,va it ‘va H»v 5. (8 (1) (8) ,Amv ‘ (10) AHHV Awmv (13)
AN 7. 72 7. om 67 8.00 7.23 W77 B.16 7.61 .55 8.63 8.37 .26
1972 7.46 6.97. +49 7.60 7.11° .49 7.72 7.36 .36 8.17 . 7.99 .18
© 1973 - 7.60 7.28 .32 7.72 7.40 32 7.84 7.63 .21 8.17 . 8.07 , '
1974 - 8.71 8.42 29 9.04 8.64 .40 9,50 . 8.90 .60 m.m» 914 .
1975 9.03 8.61 .42 9.44 8.90 .54 10.09 9,21 .88 10.96 10.26 .70
- 1976 8,63 8,23 .40 8.92 '8.59 .33 9.33 8.88 .45 9.82 9,67 .15
. 1977 - 8.19 . 7.86 © .33 8.43  .8.04 .39 8.61 8.36 .25 9.06 8.87 .19
1978 - 8.87 -8.58 .29 9.10 . 8.74 .36 9.29 - 8.94 .35 9.62 9.35 - .27
1979 _ ‘ : _ SEANE : o T e e
~ . Jan. 9,48 9.01 A7 9,70 9.24 .46 9,90 9,54 .36 10.29° - 9.96 .33
_ Feb. 9.51 9.01 S50 0 9,74 0 9,25 .49 9.84 9,51 .33 10.27 - 9,89 .38
. Mar. 9.61 9.11 .50 9.89  .9.33 .56 10.04 9,59 45 10.53 9.98 .55
- Apr. 9.61 9.15 46 9.92 . 9.37 <55 '10.10 9.65 45 10.56 10,11 45
.quw 9.71 9,30 W41 10.19 - 9.52 .67 10.30 - 9.70 +60 10.70 10.24 46
* June 9.49 9.08 41 9.95 9.36 .59 10.14 9.64 .50 10.56  10.19 .37
~Jul. 9.42 8.98 Sk 9.72 9.26 46 9,98 - 9.52 W46 10,48 10.11 .37
- Aug, 9.46. 8.99 47 9.75 9.31 A 10.14 9,56 .58 10.50  10.20 .30
. Sep. 9.49 9.18 31 9.94 9.46. .48 10.36 9.69 .67 10.78 . 10.29 .ﬁ.

T 3o T @8eq
9 *ON IINPAYdS

VI-HHA *ON ITqFUxXy
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. Exhibit No. DEM-1A

~ Schedule No. 7
- Page Lof 1l

‘Annual Rates of Inflation as
Measured by the Percent Charge in
the Average Annual Consumer Price Index

 Time
- Period

e

1969,

S0
1971
w72
 1973 ;
1974
1975
1976
w77

1978

’1979 (October)

bunual Rate

of Inflation =
BN
437

13.2%

1980 (Estimated) - 8,5-9.0%

Soutce of Infotmétidhr' Fédéra1 Reserve Bulletin =~

 Wall Street Journmal =~
- 1980 ~ Staff Estimate




S ,mﬂsamw% of Barometer. Group ooavmqum
, mﬂm zwuoﬁ mmpmnnhow,nnﬂnmﬂwm Data

S noEvmme

S ,, omﬁoHMﬂm;mo£mH,mua,HMWﬂﬁ_noBmwu%v

Duke Power Company

szwmnm Mohawk Power nonmoﬁmﬂwmn
~Ohio Edison Company

bmnﬂown Edison oosvmb%

Long Hmwmum mevﬁwum ooaﬁmn%

,;,vwmnﬂmwwdwﬁwm.MQSmﬁ mnmkﬁumﬁn nosuwu%w

<MﬂmwawmmmwmonﬂWd and Hoﬂmﬂ;noavmb%

.»amﬁmmm‘

wvHHNQmerMm‘mwmnwﬂwn nosmmb%

R

Source of Hﬁmonamnuon" Koom%.m Public dn»an%,zwﬁzmHm. noBmmUHmm bﬁﬁﬂ&H Reports to mnonwwopmwﬂmw«

i

e , zwuon ; ST o , el
Gross ,H=<mmnoﬁ,,ﬁ,mmﬂ<wnm f *“;‘.; ‘n;m, ooaaon  .Gross Operating Revenue
Utility Supplied - ‘Areas . Bond wwdwb ‘ wnonw wmﬂw=m R o b T

- wwmsnﬂuu QWﬁHanAHu mmnmﬁmmu,zoom% s S&P S&P ~-Electrie . Gas " Other

S O OB O O O R O O}
ww 4 ‘;,mme Mz.a., S. nm‘.,». >., A mm | A Poo,owmkm_ - -

5.8 43 MG, 8. A T @
39 29 WY A A B 799 203 -

3.4 2.7  Ohio,Pa. A A~ B+ 994 — .8

5.1 3.7 Mich.  Baa  BEB+ B+ - 98.2 - 1.8

32 27 NY. A A A B2 179 —

35 30 Pa. Aa A+ A~ 1000 —— -

5.6 47 Va.,N.G. A A A 9.5 3.5 —

20000 38

9.5 5.2 .3

B+ 840 13.0 3.0

Rl

5.5 4.3 _ Pa. .‘ wn

- -

Standard and Poor's mwonw mapmm

ZOnm;H“, wHHHHoﬂm of QOHHmHm

Basis for Selection of meoEman mﬂoﬁv

1. Operates in mmwnmﬁu Part of dbwﬂmm mnmnmm

2..Gross Utility Plant in Excess of $3 Billion ;

3. Total Investor Supplied Capital in Excess of $2.5 Billion

4. Have Common Stocks Rated A~ or B+ by Standard and Poors

5. Have Bonds Rated Aa, A, or Baa by Moody's Investor mmﬁ<wnmm. Hﬂn.
6. Have a Common -Stock which is Actively Traded

7. mm<m approximately 807% or More of

T 3o T ®8eq
* o)y BTNPAU0S
*ON ITqTYX™

Thedir 1978 ommwmnwﬁm wm<muamm Derived from mHmnﬁﬂwn mmwmm

8
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N nomn om noason macvn%
mmHanMm\wHMnm Ratio Method

moﬂ wmnaamnmﬂ mnocm mmm mrwwwmmwvcwm mwmnﬁwwn noBﬁmn%

a;w _%,vnvanwwmk
w. uomﬁopunm waﬁmﬂ mﬂm mern noavmn%
Nﬁmm‘,,, ,,dcwm Power ooswmb%
| zwmmmﬂm Eormsw Power nonvOHwﬁHob
;osﬁo;mmwmop Company
umﬂnoHn mwmmow ooavmw%

Hoam Hmwmﬁ@ merﬂwbw ocsvmm%

; wmumwwwdmnpm,woﬁmﬁ msa ﬁwm#ﬁ noammn%

ﬁwﬂmwbwm,mwmnﬂﬁﬁo Nﬂm‘wosmﬂ noammb%

Philadelphia Electric noamuu%

Average Range for Barometer Group wapmN - 13.48%

7_3,_m Average

wmnmm for mﬂuummmwmﬁum mwmonnpn oosmmb% H@ Nm - 12, 15%

wocmnm om Information: mcsamﬂwumm mﬁoﬂ mr&mmﬁwm 19, mxwwvwn 20. umE!H>

Note 1: wmmmm on >amﬁmmm Hi and ﬁos Stock mawnmm moa ndm 6 month Mmﬂwom mnmmm.h:nm wo kum mzn
"~ Earnings wmn Share for the 12-Month Perxiod mnamm June 30, waw.

5 Year 4 %mmu w Year N Year RIS A
: ><mnmmm o >amnmmm . Average  Calendar - AL
_ qubnpmuw, 11975-1978  1976-1978 19771978  Year-1978 June 30, 1979 AHV
W @ B 6 O
13.09% 13097 12420 12668 14.17% ,__”H» 4z
11.62 | 11.70 ..HN.‘,oN,. - 12.06 L 53 _ u».mum& S .
14.01 1372 mer 12,00 1287 w.ss
10.28 10,28 - 9.36 835 6.92 ,myow,
prww  12.13 Hw»qu pp.mm pwfaw ‘Huywm 
14.63 ; p».mw 13.84  13.44 13.28 ..H@.Hw,
14.58 14, Nw. ‘.wuxoo_ 13,96 Huymw_;,,_;,‘_ wmrwa__
‘,.gpbrwu,, 14.06 Hmpmum;.. _,mmwmm, Hu.mm e Hpm.uuk
13.04 wNwmm,ﬂ 12.23 1215 pwyww 13.48
11.73 11.53 10.71 - 10.26 10.76 12,15

“ON ITqTYXY

1 30 T adeg
*ON BTRpaYLS
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 Exhibit No. DIM-IA

S e S S I o gost om Common macunw DT ey ° 11blL. No..
e T AR S i S : :Discounted Cash Flow gmw%mu,m : B L WM#M&WHW&ZM.,MO :
= . . Fo s e : mou wmﬂoamnmﬂ nuocv mum m#wumamwvgm mwmnnﬂwn nanmﬂ% AR ,m LoL.9
nmwnﬁwmnwov of HOﬂNH wmﬂcﬂb Nmn:wﬂmm .v% Tavestors -l MR . [ ompncumnwob of chmH wmncnn wmwcu.nma by Hﬁ<mmnonm
‘at Various Timé Periods Based on Compound Growth in Dividends . .- «: ot ~at Various: Time Periods Based on Compound Growth in Earnings
P T . Barometer Group . ... _Philadelphia Electric Company - .. - _-Barometer Group . ... ... .. .. Philadelphia Electric noswmuu.
mrlieAyerage ™ o 'Compound v -Total it ¢ o7 “Average . - Compound . . Total ciiAverage “Compound. = - " "Total i Average = - Compound . Toral
I Dividend ;. :Growth = . Required .- ‘Dividend. - Growth ‘Required. °° - Dividend " Growth. ' Required - Dividend “Growth . - Required
Yield -~ v ~Rate Return " - 0 -Yield. - - Rdte . ° Return : Yield : Rate ©s Return: : Yield - Rate - - " Return
Q) - 4(2) 2 (3 Coe e Aa) o £5) (6 A7) . (8) - ) S @0Y s @) e (32)
1974 1973-1978 Total ». - . 1974 Hmuwlwmwm Total - 1974 ; 1973-1978 . _Toral .. - L1974 1973-1978 . Total .
10.43  2.87  13.30 Comss oL 88 13.22 . 10.43  2.88 13,31 il - 1.3
1975 1974-1978  Toral 1975 19741978 ‘Total 1975 1974-1978  Total 1975 1974-1978  Total
10.32 3.03 ‘13.85 0 12032 02.35 14.67 © 10.82 443 C.15.25° 1232 .82 13.14
1976~ 1975-1978  Total 1976  1975-1978  Total 1976 1975-1978 Total - 1976 ©  1975-1978  Total
8.7k ©o3.77 1251 Seogugg 35 U 13,18 : 8.7 0 4.260 . 013,007 o0 G098 0 18 T 10416 z
1977 -+ 1976-1978 " Total. = ©01977 0 -1976-1978 - Total 2977 0 1976-1978 ¢ Total' - 1977 1 1976-1978 ¢ - Total m
CoUgi20 0 414 12346 9.7 4.76 0 13.93 .20 4.00 12,200 . 97— .9.17
1978 1977-1978  Total = ;pSm 1977-1978  Total 1978 1977-1978 . Total ~ . 1978 1977-1978  Total
9.22 4,65 13.87 ‘ 10.36 .2.27 - 12.63 ‘ 9.22 . 446 .13.68 - 1036 == 10.36
- Average ‘mwﬂwsm.nmm Total . ;bdmﬂmmm Estimated - Total . . Average ' Estimated ‘Total . Average Estimated . Total
Current 1979 . Required = 7 Currernt 1979. - Required = . Current. - .~ 1979 Required- ’ Current - . 1979 Required Q
Yield . Growth Rate .Return - . Yield  Growth Rate: Wm,nc,,g o Yield . Growth Rate . xnw:«.ﬁ s Yield Growth. Rafz Ratyra
110.41 3.50 . 13.91 . 10.99 . 2.00 - 12.99 10541 4,00 - 14,43 10.99 . 1.50 12.49
;?.,mﬂw,mm, of Periods o ><mﬂmmm of wmnwomm Sl ) " Average of Periods . , >¢mnwm@ of Periods
9.64 - 3.66  13.30 = 10.69 2.74 113.43 - 9.64 w00 13.64 1069 42 11
ﬁnwm for Barometer Group - 'Range for mrwwmumwujwm mHm,onHwn Co. R Range for wmwoamn,mﬂ Group. . Wmdmw for m:HHmmmHuUHm ‘Electric Co. .
12.34%-13.91% 12.63%-14.67% . , Lo T12,20%-15.257 o AR H§ 13. 147, :

v Seurce of Information: - ><m~.mm.w Dividend mwmpamlmnwmmcwm No. 16, mxd&;n No. DHM~1A; = Compound Growth in UP<Hmmsmv|mndmach No: 10, Page w of 4,
e * Exhibit DEM-1A; = Compound Growth in mwggmmxmnvmmapm No. 10, Page 4 of 4, Exhibit DEM-1A; -~ Average Curxent "Yie m.. .
, standard and Poors Stock Guide-Calculated using average of the High and Low Stock ‘Prices. for 6 soanrm mummm June 30, 1979
and Earnings Per Share for- FN zosﬁrn. Ended.




BRI

e

nomn om nauﬁon mncwn%
s . E.mncﬁ_nma Cash Flow Analysis
£for wmnoswnmﬂ Group E:— w—_»u.mmmuwrww wumnnuwn noabm-—v.

Analysis’ om wmncgm xmnznumn by Investors Based on
bcmnmmm Dividend Yields and Compound  Growth 4in Dividends

Barometer: Graup

- Philadelphia Electric: Company -

mx_:&»n No. D E.T:.
Schedule No. 10
‘Page 2 of &

gmwwmﬁm cm wwn__nam xmn&.nmu vw Hae.mmﬂonm wwmmm on i
Average Dividend Yields and Gompound Growth in Earnings

Barometer: Group

Philadelphia Electric Company.

1978 1977-1978 Total
8.22 . 4.65 13.87

Average of mmﬂwomm i
9.05 - -.3.69 12, 3

- Barometer. Group Range ,
12.21%-13.872

e - : ?Enmwm . Compound ~ Average’ Average. Compound Average

R R ““Bividend - Growth - Required: Dividend.  Growth wmacwnoa

L T ,.mwwwa _Rate: - . Return Yield Rate . Return:
Ty ) [ <) : 4) co A8) - (6)

Hmwulwwuw 1973-1978 " Total : kubl.ﬂwwm Fuwulwwwm - -Total
9% o 2.81 . 1221 10.69 1.8 12.57

1975-1978 1974-1978  Total _u.mqw..ubum, 1974-1978  “rotal

9.25 - 3.03  12.28 20,46 235 o 12.81

‘19761978 1975-1978  Total 1976-1978°  1975-1978 - Total

8.72 3.77 0 12.49 9.84 3.15 . 12.99

1977-1978 1976-1978 .. Total 1977-1978  1976-1978 ~ Total

8.71 o 4.34 12,85 9.77 4.76 © 14453

1978  1977-1978  Total
10.36 2.27 . 12.63

- Average of Periods
10.23 . 2.88 13.11

mrh—mnwwvam Electric co. wmnmm

12.572-14.532

Average of H.mﬂomm
9.05 4.00 13.08 -

Barometer Group Range
12.222-13.68%

‘Source of Information: b,cmnwmm.u»ﬁam:a Yields - Calculated from Schedule No. 16, Exlitbit No., DIRf~1A.

Compound- Growth in Dividends - Schedule No, 10, Page 3 of %, Exhibit No. DHM-1A..

Comiound Growth in Eaknings ~ Schedule No.. 10, Page 4 of 4, Exhibit No. DHH~1A.

mb.,cmnmmm . Compound. ?Bnmm@ Average ' Compound . Average
‘Dividend - ‘Growth - Required "Dividend' : Growth ' - - Required"
2 Yield Rate 7 Regurn . Yield. ' " "Rate - Return -
1974-1978  1973-1978 _Total © 1974-1978  1973-1978  Total
9.3 288 12,22 1069 —— - 10.69
1975-1978  1974-1978 = Total 1975-1978  1074-1978  Total
3.25 5.43 13.68 10.46 =82 . 11,28
1976-1978 ~ 1975-1978 = Total ' 1976-1978  1975-1978  Total
8.72 . 4.2 12.98 9.84 © . .18 10,02
1977-1978 ' 1976-1978  Total 1977-1978  1976-1978 -  Total -
8.7 4,00 12,71 9.77 - 9.77
1978 1977-1978  Total 1978 1977-1978
9.22 4.46 13.68 10.36 e

\
Aveiage om mm...\mpomm

10,22 220 10.42

wrwwmamw,_.:ﬁw Electric Co. wun;mm, ,

9.77%-11.28%

R




Uu.mnoﬁbnmm nmmr m.Hos bﬁw.._.v.mum : : P
noavocaa nnosﬁu wwnm om uu.dwwmsam wmﬁ mﬁmnm
for <mHMcam HMBm wmﬁmomm
e e , o uwﬁmmﬂmm wmw. Share . SR
 Cowpany T%9 1970 1971 1972 1973 197k 1975 1976 To77 1978
O O OB O O HOREE O RO RSO R0
;”nmﬂowwsm woamﬂ and H_Hmrn nosvmsw, mpbw - §1.46 s mwbm mu.bm wﬁ.ub wH mo; mH.,.mo o $1.66 mH.ww : mH.mu ‘,
.U&am Huoamw. novaﬁ% , 1.40 1.40 % H.bo ; 1.40 Hbo 1.40 1.40 o , 1.53 e H.mw‘ ,, 1.74
;zm.mmmﬂm.zow_msw Power Corporation | H.,,Ho 1,10 - 1.10 HHN .15 H.,Hm,.., T1e21 H.nb . 1.32 . , ku .
Ohio Edison Company 1.50 1.5 1.4  1.54  1.50  1.65 1.66  1.67  1.72 1.7
Detroit Edison Company 140 140 L.40 140 144 145 A5 145 1,45 1,52
. Long Hmr:a ﬂmwﬂum noswm@ 129 1.33 1.37 141 1.45 1.46  1.49 1.55  1.61  1.68
mmuumﬁéﬁm Power and wwman Go.  1.59 1.60 1.60 1.62 1.68 1.77 1.80  1.80  1.89  1.92
Virginia Electric and Power Co. 1,11 112 142 120 117 118 1.8 123 1.2 1.30
Averdge $L.35 $1.37  $1.37  §1.39  $1.43 $1.46  $1.47  $1.52  $1.57  $1.65
Philadelphia Electric Company $1.64  $1.64 91.64  $1.64 $1.64 $1.64 $1.64  §1.64  $1.76  $1.80
Compound Growth Rates 1969~ 1970- 1971~ 1972- 1973- 1974~ 1975- 1976~  1977- Average of L
for the Periods: 1978 1978 1978 1978 1978 1978 1978 1978 1978 Periods
Barometer Group 2.20% 2.32%7  2.60% 2.88% 2.87% 3.03% . 3.77%  4.14% 4,657  3.56% 9 o
Philadelphia Electric Company 1.047 - 1.17%  1.34% 1.56% 1.88%7 2.35% ' 3.15%  4.76%  2.27% 2.17% A%
. o w O
Source of Information: Hmmwlpmwu - mnwnmmﬂn and MDOH s. Stock Guide i .Q
, ‘ 1974-1978 ‘~ Annual wmwonnm to Stockholders MM
]
B




0 ouply

e omHoHHnm Moﬂmn mﬁa ﬁﬁmWn ooavmﬁ%

,Uﬁ#m moﬂmﬂ noswmm%

zwmmmﬂm zuwsz wozmH Corporation

,owwo‘maMmOb‘QOE@NU%
o umnﬁomw,wmwwouﬁooswwﬁw
: HobW‘Hmemm ﬁ%mrﬂwum.nmsvmd%

wmuﬁmwwdmbww maﬂwu mnm Humww oosmmﬂ%,

Himwbwm mwmnnﬂpn mnm mosmﬂ ncs%mu%

,,bﬁmdmmm

, mrwwmmmumwwm,MHmNﬂﬂwn Company

-~ Compound Growth Rates

for thée Periods:
wmﬂoamnmﬁ Group
mrwwmmmwmvwm MHmnﬁHFo noevmb%

Source:

1969-1973 -~ mﬂmammﬂm mum Poor's Stock mzwmm

1974-1978 - Annual Report to Stockholders

UHmnc:bnmm nmmw wwos >meMme p
noswocﬂm maoSnr,wmnmm om mm&nwwmm Per. mwmﬂm :
moﬂ <mnwo=m Hpam wmﬂpbmm
S L e mmHﬂMme wmﬂ mwmﬂw S L -

1969 1970 1971 1972 1973 1974 1975 1976 1977 1978
o e ® B’ ® . ® . ®
82,05 $1.56  §1.97  $2.86  $2.58  $2.21  $2.36 $2.52 $§2.61  §$3.10
2,05 1.57 1.88  1.69 1.87 1.74 1.62  2.40 2.41 2,61

1.52  1.48  1.47 1.8 1.39  1.70 2,03 1.61 1.74 1.89 @
1.92 1.84 1.78 .91 214  1.68  1.95 214 1.97  1.19
1.95 1.88 1.81  2.09 1.77 1.46  1.50  1.66 2,00 1.76
CLosw 185 201 2.20 2.02  2.03 2,31 2.52  2.50  2.44
2. mm 1,97 2.37  2.48 N..mu,,,}_m.mm, 2,87 2.68  3.37  2.86
1.73  1.80  1.85  2.08 213 1.62 1.95 1.80 1.92 1.88
$1.94 $1.76  $1.91  $2.14 mm om, $1.92 52.07  $2.17  $2.33  §2.22
$1.97 §1.84 $2.10 $2.08 $1.99 $1.81 $1.86 §1.91 $1.87 $1.87

1969~ 1970~ 1971~ 1972~ 1973- 1974~ 1975- 1976~ 1977- .?mﬁmm,o'
1978 1978 1978 1978 1978 1978 1978 1978 1978 _Periods
1977 3.35%  2.53% 1.720 2.88% 4.43% 4.267  4.007 4.46% 3707

0.007 ©0.207 0.00% 0.00% 0.00% 0.82% 0.18%7 0.00% 0.00% 0.15% o 4
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His mamunww : wwww gm%v.mwm
n,ou,ﬁ,o: ma,cu.n% nAnﬁm :
Return on noaaon ma:wnux
Hnnmnmmn no<mnmmm..mmmonm Hnnon_m .m.mxmm:‘
Hsnmnmmn no<mnmmmlbmnmn Hnnoam .nmxmm
Fixed Charge notmﬂm.mmwbmnmn Hﬂnwaw Taxes
Dividend Yield E
Dividend m,.wv.ocn Ratio
Market to Book ,NNNHDm
Earnings/Price wmnﬁom

Hnnmnsmw nmwv nmnmnmnu.ou as a'y’
of nonmnncnnuoz gmuaﬁncﬂmm

gn as a N Om H:nosm ?«mu.umvﬁm
for' Common anun%

Effective Income HNN Rates
mwmnnn&n nmq_mnmnwcu by mcmu. Mix
ocauoEE nnosnv in Electrie mwwmm 923
wmmcu.mnBQ Environment

Average Rank'- - ..

Risk Ranking
Source of Information:

nc mmﬂunb«m E.mw gwu«mwm

wmumnuﬁw wmanzmm 3. wnmw gmw%m»m Ewwnonwnmc mon

. wmnoamnmﬂ nnouu EE E&hmamwuim mwmnnnﬁn noaugw : : ; w
nmnow»g u:ww .zubmmnm ohio umnnohn “Long * Penna. - <»umw=wm " Pphilav
geoo 0 Power and - Power' . Mobawk ‘. - Edigson: Edison ‘1gland “Power & Light' Elec. and ~ Electric mnﬁmmE.m
chel i Light Coe noswmuw Power no. nosmmg Company rnw:nuzm Co. ooaumzw “Power Co. -~ Company
R SO @) (&) @ 5 o Ae) e Qv : A8): ; , SO
e S e gy e 2 7w
1 3 & 9 8 s 2 74
4 6 3 e 9 1 2 _,.w_, 8
4 6 v 2 4 9 1 3 8 N,,
7 9 4 3 2 5 6 8 1 16
3 6 5 9 3 2. 1 4 8 17
4 2 7. 1 8 3 5 5 6 18
5 2 6 1 4 9 8 7 3 19
SL N/A ! 2 WA | WK e e g g 20
9. s 1 8 4 3 2 6 1=
2 A 7 9 5 8 % e . 3 22
s 3 8 1 2 9 & 7 6 23
gl 1 3 4 5 6 9 2 24
1 A e 3 4 _A 4 4 Nm
3.9 450 820 479 5.6k hu4D 4.20 6.53 4.93 ‘
; EE 5 2 s 8 4 Y 3 IH:
Summarized mnna mnrmn:wm,m 13 through 25, M«E_uu.n No. EE.,.;. pame )
-

— v
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g St nonﬁmnmﬁw.dm Nwmw, ?,.mﬁwm»m

zmwmnu,dm Rankings Ew amw ?._mwv.m.‘»m Scunmunv for

wmnoamnmn nno...v and. mrwwmnmwgwm mpmnnnun noaumnw

acww,

Penna;

Caralina : znmmmnm oOlito bﬁnnowﬂ rc:m ; . <»~. m?wn E—»Hm .
L R ; Power and’  Power ~ Mohawk ' . Edison . Edison Hmwuan Power & Ewrn Elec. and | Electric ~Schedule
Current Qmu‘mv‘ ‘Emw.hbmﬁv.mwm Light Co.  Gompany  Poser Co. aoammam‘ Company ~Lighting Co. “Company - Power. 0o Conpany -No.:
CeL L @ @ @) (A () 6)." {7) B ) {10y
naaas. Es:& ?ﬁo 1 g A L 6. 2 5. B ; ST 26y pad
Return on Common Equity g, 3 5 9. 8 e 4 6 7.0 .2, pd
L Hsnmnmmn ,noemnmmm..ummonmguanosw ‘Taxes B L2 5 9 =B : \.,, .3 ; u . 6 26, c..H
a Interest .noemnmwmyumnmn, Hunoﬂm,, Hmumm 2" 5 ,, 3. g 8 ‘1 A I ] 6 7 26, vu.
- Fixed n—Bnmm nocmnmmm..»mnmﬂ Incone .hbxmm, 1 4 3 9 8 2 3 .~ m Nm. p.2
Dividend Yield 3 8 & 2 3 5 7 6 126, pa2
Dividend Payout Ratio 1 2 6 B TR 4 3 5 8. 26, p.2
% Market to Book Ratios 5 3 7 1 8 2 6 9 4 26, p.2
Edrnings/Price Ratios 9 6 5 1 3 8 7 & 2 26, 'p.3
Internal Cash Generation as a X of : , o 2 o S ; P
-Construction mxwgnuncnmm 7 “3 1 -9 4 6 8 5 L8265 P63
" AFUDC as a % of Income bcm»u.wdnm , . o o L e T i o i
for noﬂbon Equity 2 8- 1 9 . L y A i3 .6 26, p.3
Effective ‘Incone Fax Rates ‘1 2 7 : m R 8 3. g 5 26, p.3
Electric nm:mnmwmou vv. Fuel ,lu.ﬂ -5 3 8 1 2 9 4 = e 126, pab
_Growth in Electric Sales ?cs 5 3 7 1 3. 8 6 g 226, pob
wmmﬁHmnoQ m:&.nonsmun 1 . 4 4 w g 4 b . 4 26, ph
Beta Rank 7 7 2 ,w.,, , 3 6 1 . Sy . umy A
Average Rank 3.69 4,00 4S50 5.88. 519 4.63 4.5 6.19 n7s
Risk Ranking : 1 2 3 g 7 & 5. g s
Source of Information: Summarized gyon Schedule . e -_—
26 of Exhibit No. DHM-1A ‘
o
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oochmede mewAbﬁmH%mHm,

»<mﬂmmm mossob Wndhﬁ% wmnwo for
nwm nmpmumwﬂ meﬂm qubtwwum AHV

y OOEmNﬁ.M )

“an,w«nmﬁowwnm wosmn msm HMmrn oovaﬁ%
H@‘chm Power ooswmﬁ%
qummmHm Mohawk mOsmw Corporation

v+ Ohio Edison nosmwww;va,

Umﬂnown‘MQWmcn Company

Long Island Lighting Company

, »¢_<Hﬂmwnwm;mHmnnHHn;mnm woamH ooEwWU%u

Average

Philadelphia Electric Company

Source: Moody's Public anwan% zwscmHm
Annual Reports to Stockholders
- Value Line Investment Survey

Notes:

ncBmemmwcwwwvwmwwo_

29.3
314
32.3
;wu.»;

32,4

30.5

y wmbnmuwamnwm Power and Light Company . 30,6

1975

~ 1976

=0 1977

21978

><mﬂmmm

@
3223 36.0

T
332
33.8
‘ .  31.5

30.4

(3)

331
36,3
306
32,7
33.3

 30.8

T
;.,uwtm__
_wmmo,
353
= 35.7
,. ;wp.H
3. |

33.0

. T®
387
37.0
; wnwu
32.7

 34.9

38.6

35.3

31.4

31,3

33.4

32.5  33.3

335  33.9

34.8

3.3

36.0

33.1

34.5

.35.2.

34,4

3.4

®
s
,_\_.Mwwkm«
,,uuw.o 
| _um.u 
33.6

32,0

33.3

- 33.6

|

(V)
o~
W

I

1 - Based on Hoan wmﬂsmsmaﬁ omvwﬁmw anwdebm ncﬂﬁmdn Maturities of Honmlﬂmﬂs umwn

2 -~ Consolidated nmvpan mﬁﬂcnndﬁm

wwmw

wwsxpum
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»dmﬁmmm wmﬁcﬁb on noEEoﬁ.MacHw% A\v moa

oosvmnmﬁpdm meW bﬁmﬁwmwm

nﬁm‘omvmumwﬂkﬁmmﬂm qup;kum.ﬁwv

e ooBmmm%
‘@;omnOHHﬂm wosmﬂ msm ﬁHmﬁn noswmhw.
Duke. waSmH ooawmﬁ%

_zwmmmﬁw zormsw Power OOﬂvOﬂmnHou
Ohio Edison ooaﬁmﬂw :

Detroit mﬂwmos Company

,..‘;HObWMHmenm.mewnumenosvmu&

‘Wmnnmww<mawm wo&mn,mnm‘wwmwn noavmﬁ%,
<Hﬂmwuwm MHmnnﬁwn.mﬁm;mosmH Company

Average

Philadelphia Electric noEvmn%

- ‘Source of Information: Moody's Public
. ‘Annual Reports

Return on Common Equity

97

T

@

9.44
8.94

210,22

11.00

744

11.40

PN.MM

. 8.98

(2)

,Ho_mu,
s
12,27
| 12.40

7.93
ey
12.39

10.84

1976 -

1977 -

1978

3

11. Hm;
;‘pwywo‘

© 9,73

13.44
8.91

14.05

1143

@)

1115
Bt /Y
10.27
11.64
10.59
. 13.85

1371

‘HOth\

®
C1za72
12,25

11.03

7.29

9.36

pw qm 

_HH wm

,>@Wﬂumm

um@wWww 
~Ranking

10.00

11.08

9.87

11.35

11.64

‘u,m.wmw

8.96

9.76

9.98

9,71

- 10.83.

Utility Manuals
to maoo%fawmmﬂm

Note 1; mmﬁupumm wmw Share; nanob Aos.><m. mﬁmﬂmmv
Divided w% Avg. Net demwvwm Agsets per Common mrwﬁm A>nﬂ=mwu

9.70

- Te
0 11.06
,‘W.Horqwm
,H ,Ho1No

| ,,wwrpm 
m.mu‘
10

12,30

EOE
Sk

9.9

10.98

9.62

T 3o T @8%ed
*oN °Inpayos
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oosvmnmﬁudw mewg>bmH%mHm

Hﬁﬁmﬁmmﬁ no<mﬂmmm wamanm Hﬁnoam me

r‘ﬁf~h,ﬁ@ x_;_nuHoHMﬁw woﬁmw_wu&_wwwww‘mcivunw._

Duke Power Company
. ,;zwmmmﬂm,305m2w HoamH.OOHwonmmMou

,@OﬁHo M&wwcn Company

,umﬂﬂown,mmwwOb Company

‘HowmmHmHmun,ﬁHmﬁnwam_nnawmu%;

N,Mquw%Hdwmww;woSnH mﬂmaﬁwmrn:nonwu% 

,<WHmMﬁwm mwwnﬁﬂwo,mﬁa,woﬁmw,QOEwwﬁW 
| bﬁmﬁwmm | |

Philadelphia Electric noawmu%.

AHUnHzmH#m bwcunv &o& ﬁrm cmHmﬁamﬂ %mmﬂm Hmwblpmum Awu

Hsnmﬂmmn oo<mﬂmm\ Before Hﬁnosm Tax AHsoHcmﬁzm »wcuov

u;aY
2.17

1974

1975

1976

1977

1978

. 2.06

2.22

2.00
2.28

2.92

1.92

@

2,43

2.30

_ _m_ur»~.
_wub

.wﬁwNﬁmq

o
a7
= 2.98
alewm
.m__wwwu
;m__‘wwww
m
Hmwm‘wrmw

- 2.39

)
3.36

3.03

2.55
2.49

2.61

2.82
3.35

2.43

)

©3.15
o 2.70

1.75

2.39

2.79

. 2.98

- 2.28

2.83

2.4k

2.23

2.4

)

263

2,60

Nrmm

2,59

2.75

2.59

Source: Moody's Public Utility Manual - 1978

Annual Reports to Stockholders

,,ZOﬁm 1: "Includes All Interest Charges.

. &Pa\mﬁ.ﬁm..l, .

393 2007

27
2.42

2.25

2,26

L 2,63
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AHﬂnwcmpum bmaunv mo& nsm nmwmammu Mmmﬂm AHV

noswmﬂmnﬂdm‘WHmW bbmw%mﬂm

Hwnmﬁmwn oodmnmmm >mﬁmﬂ Income me

Carolina Power and ﬁwm#n,nosnmd%‘
Duke Power noawm@ e
ZHmmmHm ZmeaW wo%mﬂ QOHwOHmﬁHob

QOhio mmpmon noswms%

;dnﬂHown,mmHmon.noEvmb%

_ww,_ ' “Long Island wa&nmdw.noawmb%;.

, mwwunwwwdmuww«maﬂwﬂ mnm.ﬂwmﬂn‘ooawmnus_U

‘<MHmeww,MHmnnHHn,mla,wosmﬂmnoawmnw

Average

s

wrwwmmmwwrwm.MHmnﬁan,noE@mb&,

oy

Hdﬂmﬂmmﬂ oo<mﬁmmm »Mnmﬁ Income me mHﬁnwamwsm‘»waunv

wab

21975

1976

1977

..prwm

Lo

1.81
2.11
2.17

1.76

. N.MN ,

- ,‘ANV
| w«omu

1.80

2.26

2,27
1,78
2,41

231

3y
o nMan
- 2.16
2,23
2.35
o 1.93
.am.uml.
P

2.8

‘,‘.Apv
m.,uM.WH,
2.21

2.32

2.30

2.09

255
-~ 2.55

2.09

G

,N(&m
Nmu»,
239
o 1.88
, ~»¢0;
2,47

2,39

- 1.98

2.09

2.12

2.08

223

2.30

2.06

2.25

2.04

- 2.07

2.00

2.09-

2.06

2.03-

‘Source of HDMOHSmnHob"q,Eoom%.mkw:vwwo,uwwHHﬂw gwﬁamw - 1978
o Annual Reports to Stockholders

‘Note 1: Includes All Interest Charg

es

. Average -

(©)

,mu;w.wmu

L
2.26
2.19
1.91
wwu».

2,38

wwmwmv‘
wmwaﬁm
va &

llu> Ilf ICN';to L s W ;s

€ Jo 7 °38ed

v
0

[«
a
=

=}
o
&

)
=g
“u
R
(g
=2
2
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RGeS . Long Hmwmnaﬂﬁwmﬁnwﬁm Company

- ,;;Hnnmnmwn mum wﬁmmmHHmm Dividend no<mﬁmmm >mﬁmﬂ HﬁnoEm Hmwmm

nosvmﬂmnH<m wwmw >bmH%wwm

“ (Including AFUDC) for nwm,nmwmammﬁkﬁwmﬁm 1974-1978 (1)

...;;‘noamuﬁM.
,,‘owﬁowpﬁm Power and ﬁ%mﬁn ooawmaw
Uckm moSmn noawmn%
,ZHmmmﬂm zbrmsw MOSmHQOHMOWNﬁwon;
- Ohio Edison Company

_Umnﬂown Edison Company

,.,wmsnm%wwmuwm,woﬂmw,mnm,ﬁwme_noavmu%
Virginia Electric and Power nn.zu,umsuaa\N
bdmnmmm

;.amﬁHHmmmevwm wwmnﬁHWnknoammu%;

Hﬁnmﬂmmﬂ mum memmﬂﬂma.dwdwmmu& oo<mﬂwmm

Loay

1.53

1.48

1.77
1.73
1.46

LT

o Ls

1975

;.w,Hmwm

1977

21978

B >amumml

_,,nﬁmvw
LSy
”wApthma
o 1.86°

- 1.18
1.47
1.2

3)

1.75

. 1.76

1.80

1.52
1.90

- 1.65

@
L qm_

1,78
182
1.76
1,66
1

1.8

LB
1.93
1.84

1.86

1.46

1.57

o 1.87
172

o 1.61

1.57

167

1.67

1.62

1.72

1.64

1.78

1.73

1.60

1.66

1.65

. 1.64

Source of Information: zoom% s mcwwpn dnHHHﬂ% ZN¢¢NH - qum
: mbucmH wmvounm no Stockholders

Note 1: Includes bww‘HuﬁmHmmn ormwmmm

hmv

y.mm

1,81

1.54

1. mw.

. Risk
p,wmnwwnm,
@

ISRE -y

¢ go ¢ °%ed
-oN 2TNpayos
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_@ % “1  ,, wm_ u@,. , o OQHUWﬁ

@ nmm& ,wﬁ‘Honm Island meﬁnwnm ooswmb%

s

noavmﬂmdudm wpmw »bmwmem,

b%mnmmm UH<Hmmna MHmHmm moﬁ

AR ;_;ﬁm_me omHmnmwﬂ Mmmﬁm H@lewmwm a)-

. .,omﬂowwum woﬂmﬂ mnm mewn noawmu%

Ucwm wozmﬂ noawmb%

, wameN;ZOENSW doﬂmw nonOHmnMos

i._,H;.,g;powwo,mmHmou,nonmb%

L T
,UmﬁHoHﬁ mwwmou ooawmﬂ%

gmamaa.p.p.mmunm%Hdmme woSmH mbm HHWWﬁ nosvmu%

g .<HHWH¢HN;MHmnnHMn and MOSmHHnoEwmu%

" Average

WWMHmamH@mHm Electric Company

Source om.HumoHEmﬁMou“. Standard and Poor's wﬁonw,o¢wmm

UHdemwm Mwmwmm

Hmwmm

M
0.8

9.11

. 10.55

110.20

11.37
. 10.38

©9.83

11,39

@
10,24

9.22

.

11,11

12.75

10,11

21976

1977

1978

©

7.88
‘q“m@‘
;.mpomi
.88

110.13
- 8.99
,mymu,

8,75

muﬂﬂﬁﬁu.

7.34

752

'8.42

8.52

8.75

8.46

B
855

867
9.29
10.24
1io. om_
9,16
._ ammwmm

8.89

><mﬁmmm

Risk

10.43

10.17

G0.65

©10.82

8.74.

8.34

o .9.22°

m.NOM

11.34

12.32

-9.98

mnwa

10.36

nosvmnpmm >bﬁdmw meOHﬁm no wnOOWﬁOH&mHm

Note 1:  Dividend Mwmwm annchnmm dmwbm bowﬁmw UHdemwm me mwmnm

quHmmm d% the Average of the MPmr and Low mﬁoow wHHnm mOH Year

.WH pnaﬂ  .Lhmvf
' &wa;mmwhw; 
 a73

10.61
9.62

9.14

9,42

wmanSW

9,43

- 10.63

T 30 T °8eq
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_unmabmwwnw¢m wme.»bwwwmww

bdmﬂmmm UP4wam=m wmwoaﬁ ‘Ratio
mOH nﬁm omwm:mmu Yeadrs: qup 1978

,uw<wmmam_mmwoww Ratios

T 1975

" Carolina woewﬁﬂmbmmﬁwmwn;noavmﬁw 124

. Duke wotmﬁ,nosmwnw;., . 80.5

szmuﬂm xc&msw mosNﬂ QOHGOHmeon.M R mmpb.
: ;.;o¢wo mawmmb uoawwsw e v 5 o ,,wuﬁw.
ﬁmeQWn mmwmnlmnoammb% : o ;_;  wmrw;
;Honm.Hmwwnm merﬂHﬂm;nomeb%  ,m   _HM,uwrwf

iwnﬁﬂmww4mmwm;wu£mﬁxmum ﬁHm&ﬁ aosvmw% ;q mH>WL

&)
- 67.8
86,4

59.6

85.1

926.7

64.5
62.7

Virginia Electric and Power Company = = 72.8

. Average . - 718.2

 60.5

72.9

88,2

erHmmwwaMm Electric Company ~  90.6

Source: »bﬂdmp Reports wo mnonwwOHmmﬂm

 Note 1: Dividend Payout Ratio Calculated by dewmwﬁm Dividends

per Share by Earnings mmH Share'

-1976

ﬁ,,«vAwV_
e mu,w,
63.8

77.0

1977

1978
G

mcfw

66.7

72,2

147.9

86.4

 $9.0

oV
b
@O

P
-~

|

VdeWmm.
. nmu

,,_mm 5

wwrcL

70.8

99.2.

65.8

fon SN

.

~
£
v

f

\o
=
o

I
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*ON oTnpsYoss

VI-JHA *ON 3ITqryxd

LT




B4

noevmﬂmnwdm wwmw >bmemHm

»Hmﬁwmm Market to Book wmnhom

,mon the Calendar Years 1974-1978 AHV,

" Company

Sl .omnowwﬁm doamﬂ and ﬁpmdn ooswmu%

 Duke wosmﬂ ooavmn%

.szmmHN Eowwsw,wostLQOHwowmnwmb«
,orwo Edison noa@mﬁ% |

Umnwown Edison noﬁvwww

;chm.HmHmnm,ﬁMmWnMnmnnovan%

wmuam%Hdmme Hoﬂmﬂ mnm ﬁwmﬁﬁ ooavmu%m‘

<HﬂmeHm mwmnﬁﬁwo and Power nosmmb% )

>dmﬂmmm;

; _mW‘.;a;‘  wrwwmmdedwm Electric Company -

Market to Book Ratios

. I97%

1975

1976

1977

1978

,bamﬂmmm

@

«_uwuwb‘

79,00

67.25

105.63

64,98

- 78.94
78.57

62.66

@
7170
~ 80.03
64.23

95.04.

60.15

.Qm 18
 ‘qm mq,

61.48

. ,_Awy;
93.39

101.68
83.08

118.315

, wmyuu‘
95.87
- 88.74

76.75

W
100.17
105.65

92,21

118.97

87.71
- 101.93

 93.33

78.77

S 5)

;nmmw»um
/,ub,pw.
o
105.27
mo.bu 
,mmmww,

86.11

76.64

)
w, ;.mm.b 
921
_;Nmtu
108.6
740
9.2
7

76.15

191,80

97.34

71.3
85.6

;_,prpm.

89.28

71.49

83.4

69.87

85,62

99.64

©90.15

Source: Moody's Public dnwwwﬁ%,zmucmH - Hmum

Annual Reports to Stockholders

Standard and Poor's Stock Guide

Note 1: Calculated by Dividing the Average of the High and Low
; Market Price for the Year by the Het HmSWHva bmmmnm

‘per Common. Share

. Ranking
T

,;M f
e
w g

T 3o T °8ea
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_noEWWMmmH¢m;NHmw Analysis

S w ;bamﬂmmm.mmwawsmwlwﬂwnm”wnwwowhmDWm
Tl : ‘am,;ﬁwm Calendar Years 1974-1978 (1)

Hoo&mmﬁ%u

Farnings Price Ratios

S g

. o7k

1575

nmﬁOHﬁnm Power mna hwmrn ncsemm%
;;Ucwm Power ooBbmﬂ%

ZHmmmnw zormsw woﬂmn nowwonmnpbb
aYOWHo mmwmoa ocBmmU%

‘;Ummuoww Edison noebmb%

Houm Hmumﬂm mernwam Qoawmu%

. wmunm%H<mnpm.wo8mH and ﬁﬁmdn noawmb%
‘,ﬂwﬂmwdwm mwmnﬁﬁwn and wosmﬁ ooewmn%
b!mﬁmmm

Philadelphia MHmnnHHn Company

LiaN

Source om.Hﬁmo&BmﬁMonu mnmnmmua mu& MOOH s mnonw ncwmm

13,10
11,32
15.20

10.30
s
14

16.00

@
15.10

10.67

19.11

13.01

©13.19

17.19

16.11

17.63

1976

- 1977

1978

><mnwm|

Awu
HH mm

12,00
11.71
11.38

11.60
 14.66

1288

12.86

@
11.14

1111

11.14

9.79

©12.08
13.59

14.69

1407
13.01
12.87

11.64

©13.28

13.23

(8)

.Hw.om
 11.62
14.01
10.28

¢ _Hﬁumo

14,63

o
14, mm

14.32

13.27

15.25

,HN“,um.;

12.91

12,06

12.25

411

13.0%

12.54

- 13.97

11.62

9.75

11.73

10.76

Note -1: mmﬂnpﬂmm\wHHnm Ratios: omHndeﬁmm GWHbm mmﬂbwumm wmﬁ mwmnm for the

Year Divided by the Average High and Low Stock Prices for the Year.

;;.wwmw
wmanbm

@

,l;J ® e s R o m w

Il 11

T 30 T 28=d
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ooacmﬂmﬁw<m wumw bbmwwmwm e S e ;

e Hnnmwan nmmw nmﬂmwmnwou as a wmﬂnmﬁnmmm
cm nobmnﬁconpow mxmwnmwncnmm mow nrm %mmﬁm wablwwqm AHV

e R R v ,H,Huwmwuww nww# nmﬂmumwwos\nowmwnuonwoa.mmwmﬁmwacﬂmm . Sl
.. Compamy .~ i974 1975 1976 1977 1978  Average  Ranmking
S ; P o :.va, ANV o 3) @ oGy % D

_~ m _‘“;;;;_1anoHHam Power and warn noaﬁmbw o .Hw‘mm; 3 »b mm_. 1103.17 - 100,07 ;.m»mwo,\_“ mm«owp  ; m - ;H,

;kwcwm H.ost novaﬁ% Amv : o S “N/A N/ N/A N/A NA e ll N N.
mzwmmmﬂm Mohawk Power QOHUOHNnMow , ;,,;‘ wN.wH ‘ mwamm‘ 47.43 . 46.91 46,47 bwywm,;.,.v . Mw
Ohio Edison Company (2) S .z\b ON/A N/A N/A O ON/A = . e

‘Detroit Edison Company (2) SON/A N/A - N/A N/A ,UHZ\P.,_; s

 Long Island Lighting Gompany v .,;_,Mp.,wm 26,25  27.82 24,60 25.75  25.75
Pennsylvania Power mum wwmsw no%mmw ©33.26 31.44  30.49  39.29 33.06  33.51

<Hnmwavm mwmnnﬂﬂn and Power noswmd% : 30.79: pw.mu . &7.54  44.83  56.49° 45.06

6
5
2
- ?m&mm s e - S.& 4231 ,,_.ﬂ.wm _51.14 © 45.29 43.54 | —

,m?imampwﬁm Electric no%m:w . : 28.36 ©37.77 51.85 45.61 S,.mu_ - A2.23

Source: Annual Reports to Stockholders
Moody's Public Utility Manuals

Notes: : : : : L
1. Internal Cash Generation Calculated by Deducting Dividend Requirements
from Funds Provided by Operations. (Excluding AFUDC). - Construction
‘Expenditures Include Nuclear Fuel and Exclude AFUDC. ,
2. Data for these Companies Was Not Available for Certain Years or Was Not
Available in a Manner Consistent with this Presentation at The Time
The Report Was Prepared.

7z 3Oo.T o8eg
*oN oTnpaYos
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~Carolina Power and Light,Companyi S 100% SO ~29Z_";;3l;;’j 

Long Island nghting Compeny

Moody s 24 Public Utilities

Exhibit No. DHM-1A
- Schedule No. 20
. Page 2 of 2

Construction Expenditures as a Percentage of Gross Utility Plant and -

- ‘Internal Cash Generation to Construction Expenditures for Moody's 24,
- Staff Barometer Group and Philadelphia Electric Company-Estimated , S
for the Period 1979-1981 : S g

N e N ; Internal CaSh : [~:i : lkV;fﬁrl
" Consgruction/ : ‘Generation/ S
Grosg Plant Construction Expenditures

ORI E—

Duke Power Company S ivf‘ L S S = 43

Niagaranbhawk Power Corporatioqf'it"'H 25 ;u'r"“V 49

Ohio Edison Power Company 'i ;{ i 45 RS ’f‘;‘fy‘, 17
Detroit Edison Company S "~k o546 , o ;39i:: .

S
{{e}

PénnSylVaniakPoWer'and;Light Compaﬁy_kw B 25
Virginia Electric,and,POWer Company

Average

pg:, mg.;jg;_:

Phlladelphia Electric Company .

Ix~ lu;‘"c\ way
N X o O

Source. of InfOrmation: Salomon Brothers ~ Electric Utility -
: ' Regulation, Quality and Earnings,,
August 21, 1979 o




coswmﬂmnwdm mew bumwwm»m

,A.M>Hwoemﬁnm for Mcb&m Used’ b:ﬁusw nonmﬁncnﬂpou as. w
. annmﬁnmmm of Income Available for nosaob Maﬁwﬁw

m0ﬁ ﬁrm meﬂm Hmw»lumwm AHV

;bmcun\HsmoBm.btwwwmvwm.mOH 0oaBom Equity

1976

L

© 1878

- Average

_Compamy  To@ 1975

W™

Duke Power Company 83.69  66.18

ZHmmmHNQZOruaW Power Corporation  33.86  30.80

ovwo;mmwmoumncsﬁwb% o o : 62.89 73.92

‘umnnopn mmhmom ooswwb% R _“ ,  HN , ;‘mwfww 60.30 -

,bobm HmHmﬁm wwmwnwnm noammn< ey  1 - 38.47 mbwwm

wmsumwwdmnpm Power mﬁmﬁﬁwmrn aosvmu% . -30.57 50.12

<Hﬂmwnwm MHmnnHHn mﬁ@ Power. ncsvmb% 67.95 56.31

Carolina Power and Light Co. 105.83 119.93 w»,wo,

24.39

58, 96

- 57.39

65.41

(4).

,,mm,um;

34,80

54.77

62,91

43.80

70.15

- ®
‘,mN 22 57.43
66.30
 40.00
95,22

60.55
59.46
66.16

mwtw»

53,12

63.03

Average . 60.08  63.98

55,67

 64.81

64,40

Philadelphia Electric Company 74.21 . 62.00

61,78

Source of Information: Annual WvaHnm to mnonwwOHmmnm
; ; zoomw s wcvwwn Utility Manuals

Note 1: ooa@nnmnwom - »HHozmbnm moH mamvn% and wOHHosmm,

Funds used During Construction
Divided by Income Available mo&
Common mnoow

83.02
63,45
, wwwwu,
©69.68

56,38
. 5470
49.61
_mutuu«

u

65. 44

|

9,18

" Ranking

‘mﬁqvm

kT 30 T 9884
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.Wawno&vuﬂmww¢m@w»wwwbuuwwmwm SR s i ki S e

,,x‘.m.@\‘._.,\”m ‘ummmwﬁw¢wuwwwpwunmm/mOﬁ o
o s .@T m.¢;mw#m n&HWb&wﬂﬂwmmHmvﬂwuplwwwm

AU A ‘w _.~mm.memmonw<m,&wx;wmnmwv.‘ SR B ‘Mwwmw,,
P mm_yeﬂ_n. e maHmw¢w_wmemwuw,3. 1976 1977 . 1978 Average ~ Rankin -
L e @ m ® @

El ,,omwOHwam moSmHHwbm_HwWﬁﬁmnmavwv%wﬂwum:mww,urmwmmmwawouvu = wm.w,_m »hyu ._m bmrw L wcrwk

;, noavmWMw

Duke Power Company 284 301 4Ll 35.4 345 357 ®

Niagara Mohawk Power Corporation  =—-  1L.3 137 121 121 9.8

Ohio Edison Company 9.3 1.4 - 12.8 — 6.7
Detroit Edison Company 23,7 26,7 249 321  29.8 2.4
_ Long Island Lighting Company 6.5 104 46 47  1L5 7.5

,.wmlsmeduﬂww@woﬁmu,mdm,ﬁwmemnmEvmn%,. .wm.o_ ; era.,:f.wo.w,:, upﬁww;_ °29.9  ; ; ;Nm«m;

: ~,<Wﬁmwpwm.mwmmwnwo and Power Company == 15,0  22.6 _.;mmu»w; 2 .Nmmw.

i
]
ki

‘o
=3
Ui

||

Average g 1206 20,1 20,8  24.9  23.9

N
[+<]
O

1

' Philadelphia Electric Company 2.4 30,8 317 20,3  28.2

Y
~
(=3
1 I“’“' l"‘» R T N

“Source om.HuWOHimﬂwoun;,me Value Line Investment Survey

T 70 T 98eq -
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*ON ITqTUXE
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'y ,_,;m ;. ;_‘,, e moavmwmwwdm WMmW »bmH%mMmg,
, R MHmnﬁHwn Generation by wde Mix
‘ 1979 Estimated :

;.,,oquW5M

omwowwﬂm Power and ﬁwmvn oosbmu%

,;,ucwm Power Company

- Niagara Mohawk Power ooswonuﬂwon 

oﬁwo.m&Hmos Company
Detroit Edison Company 2
Long Island Lighting Company

mmunm<w¢mbwmfmosmﬁ;mbm mevn aoaﬂmu%;

«m,;<vaHnHm mennﬁHn mﬁm wosmﬁ ncawmn%

b&mﬁmmm
wwwwmmmwwwwm;MHnnnnwn oosvww%.

-

m,;_‘oomw

ooavomwnm.

i an mcmw Mix ; . o Risk .- wpmw L
““Nuclear 04l ~Gas. m%mﬂo ~Total - Fagctor (1) = %mdanm
@ (2 @3 @& > - (6) @) A8)
55 42— 2 100 2.43. 5
68 29 N 100 2,26 3
15 32 40 - 13 100 2.99 8
88 10 2 e 100 214 1
88 e 12 1 @ 100 2,24 2
= -— 100 - - 100 4,00 9
79 — 19 — 2 100  2.36 4
29 35 32 .2 _2 100 295 1
5 18 26 .4 2.6 . 100 267 =
32 33 30 - _5 100 2.8 6

moanmmu@ muwoaon wﬂonwmﬁw - mHmonHHn dﬁHwa% wmmawmnmbn- Quality, and Earnings - August 21, 1979,

Note 1: - Hrm,nosbomwnm mwmw.mwnwOH was Calculated by bmmﬁmbwnmynwm moHHosmumszmw Rates to the
: Fuel Mix with 1 Representing the Lowest Risk and 4 wmwﬂmmmﬂngm the Highest mew.

Light Company

Fuel Risk mmbHm noawcnmnwOﬁ
S Mix . Rate Carolina Power msm
Hydro . 1 ; nomH 55 x 2
Gas 1 Nuclear .41 x 3
Coal 2 Lo0dl 02 0x 4
"~ Nuclear 3 "Hydro _.02 x 1
ot & 1.00

T 30 T =233z
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WmHmﬂM<m WHmw,bbmH%mHm

mHmcﬁHHn mmwmw by. sz for ﬁwm Mmmﬁmu

1 ﬂu,,.:wx,wwwn:w@wm and noavoasm Growth Rate anocms,uoqm

,,noavmnM.

Carolina Power msm,HMmrﬂ;novaw%

- Duke Power Company

, z“.rmmmaw zormsw Power Corporation

owHo mmpmoz nosvmﬁ%

UmnHOHﬁ mawmon noawma%

. ,vHoum Hmwmwm merhwmm nosmmu%

wmszm%Hdmmﬁm m°ﬂmﬂ mﬁm,ﬁwmﬁn noawmu%

<wumwuwm MHmnﬂﬁHn,mnammoemﬂ.noawmu%

~Average - gl

,  wmwummmwwwww Electrice Company

Source:

Annual Stockholder's Report
Moody's Public Utility Manual .

1975

———

_‘MHmnnﬂwn mWHmm by KWl

24,076

42,344

30,914
20,682
..M.mwwwwm;
| wpuwwmﬂ
18,963

129,935

1975

~ 1976

1977 -

24,118

42,138
30,319

19,981

132,419

12,002

19,113

31,488

Nmowqw

45,633
31,802
21,202
35,328
12,242

20,354

34,113

127,317

48,848

31,367

22,229

36,614

12,720

21,201

- 35,457

1978

i

27,993
49,939

32,382

22,309

37,148

13,227

21,844

37,067

ooBmo:am LR
‘Growth =~ Risk

3. mbw

17

o191

- 3.60

wmﬂw‘ " Ranking

.p 21 .

2.69

meOﬁ 

5.49

" 26,508

926,447

29,469

3.24

25,335

28,356

26,273

30,239

hlewesn o

25,556

27,197

27,394

T 3o T 93eg
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Schedule No._25
Page L of 2

‘Comparatiﬁe'Risk Analysis

Regulatory Environment < Barometer Group
and Philadelphla Electric Company

Carolina Power and Lightfcompany :

Duke Power COmpany

Niagara Mohawk Power Corporation~f

- Ohio Edison Company
Detroit EdiSOn Gompany ‘

Long Island Lighting Company

' Pennsylvanla Power and Light Co.,'

© Virginia Electric and Power Co.

', Ayerage

fPhlladelphla Electric Company

: 'Factor(l)

Risk

-
g4 -

4

‘\l AN ~3 Oy, =g [

O
[t
Lo

e

hio No. DEN-IA H

>‘5Risk~‘t
“Ranking

~
N
~

Note’l. Risk factors were calculated by assigning | risk rate from»l to
210 (1 lowest risk, 10 highest risk) to each of the Salomon '

- Brothers regulatory rankings as shown on Page 2 of Schedule 25.;fg:‘f




ms_mle

,Humwmnmx
ANV

w

;memm

L e®

~california
Iowa
"Maine

~ Oregon

. mo:Hnm om_H=moHEmnHos.

dﬁmbm H

mebem wmmcr>eomm OOZKHmmHOZ mewHZO

A> Hm mHmmmmH m Hm Pozmmev

@ «;,;,h_@

,mwonwmm .. .. . Arkansas
Utah . .- Colorado’
- o v " Delaware
B ‘ 'FERC
. , ~Hawaii +
zonnr nmnowpzm,; b Kentucky. R
Wisconsin ~Michigan - ,
s ; New Hampshire.
wnAAmv - ~ .Oklahoma
oo Vermont
Arizona ‘ _4 G “Wyoming

zms;zmapoo

;@;.«mwxov

no::monuo:n :
District of nowcscwm
Georgia R

- Massachusetts

- Missouri

Montana
West Virginia

mmwoaos wnOnrmHm Electric Utility
Regulation, Quality, and Earnings
August. 21,.1979, Page 8

L.
Idaho |
Illinois

" Kansas
Maryland
Minnesota
Nevada .
New Jersey
New York -
Ohio ... o

; mm3:m<w<m:»m :
 South Carolina

Virginia
Waslhington.

m AHoV
ywmdmam

 ‘Louisiana

Mississippi
North Dakota:
Rhode Island
South Dakota

7 30 7 98eg
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nwuowpum Power mna wpmwn noawmuw _ , wmruN_ 1 ‘_Hw qwh R R T qwx o ;Hm g ;:N.»mx
u,UﬁWm Power oosvms% _ R wqwo;, 3 ,Hmumm
" Niagara Mohawk Power ooﬂvowmﬁwon 36,9 4 ‘  11.03 -

‘;owuo;mmwmon noammnw . sw1 9 129
‘_;wobm Tsland wam:npnm nosmmuw . 8.6 2 12.76
,w,mmnmmwp<mm~m Power and w»mrF ooawmuw 35.3 5 11.39

‘; .<Fﬂmwb%m mwmonﬂwo mum muémn noammn% 34.3 ;; 8 o 9,85

‘Philadelphia Electric Company 344 7 9:70

nosﬁmnmﬁw<m wwmw bﬁbﬁ%mwm

T . nchﬂmﬁn AHmwmv Risk »bmwwmwm umwbm Various Munmanumw mum ;
R owmnwnubm Hﬂmpnmm mum wmﬂ»om mon.wmﬁosmnmﬁ mﬂoﬁv wam mwwwmamwwwwm mwmnnﬂwn noavmb%

ooasos .+ Returmom - Interest . . Hﬂnmﬂmmﬂ e

wacwﬂ% Risk' ' Common Risk = Coverage wwmw _Coverage  Risk

Ratio ;wmuwwﬁma‘.mAuwﬁ% . Ranking wmmonmlamx wmﬁwwam 4»mnmﬂtemx wmﬁwwnm
@@ va . @ Amu (6) A<v o Amv

N:

3. pm._; g ey
,ﬂm.qo‘w s aa;w.um.
;;.H.uqu; 9 1.8

i | 2

umnaoyn Edison ooswmﬁw ST 34.9 ;mam  , 9.36 o M.oo

8
o
| .

N .
)

oy
o o
~

*

_N um:
yi o

Caip
VN

2.06

b
e
&~
i
i

bdmﬁmmm e T ,, 36.0 e ,Ho.mwa - 2.25

|

N
.

U
0
(=)

2.03

f
|

I S
;‘!\}'[} ;lg\f @Q ;{;‘qa w;  9}  U;‘ &

Source of HﬁmOﬂanHos" _mnwmmawmm No. 13, 14, 15, Mxﬁwvuﬁ,zO. wmzww>,
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nosvmﬂmﬁwdm WHmW »bmwwmwm

S ncnnmnn Awmumv wwmw >5mw%mnm cmwam <mﬁwocm musmunwmw and "
owmﬁmnwbm‘Hannmm mﬁm wmnwom mo& wmﬁoamnmﬂ Qnocu msm w#pwmnmwwwpm mHmanﬂpn oosvmsw

- Fixed Charge RTINS R Aww<wmmum_ R zm~Wmn\ :
A e U P ... Coverage Risk UH<Hmmsnwi Risk Payout . ‘Risk ' Book = Risk
. Company e After-Tax wmﬁwMum Yield = Ranking  Ratio. wmaWMﬁm;,.wwnMox_ Ranking

 carolina Power and Light Company ,,H.mwx_. 1 ,,._m,mmN 9 603z 1 mm 8 5

Duke Power Company 1.8 4  8.67 66.7 mp H_

Niagara Mohawk Power Corporation. 1.86 g@;m  30 9.29. | 72.2 ,,,,,.mw.u

Ohio Edison Company 149 10, 24 147.9 . 105.3

wmﬁwoun Edison Company _ o157 8 - 10.05 . 86.4 8044

H: “,,a‘.;,Honm HmHmbm mewnwﬁm noammb% = UMnh,,; H,mu_ »_,‘,_ 2 ‘q w.Hm - 69.0 - ._w; wmnH

wmnnm%HdmuHm mOﬂmH ‘and Light noawmu%“, 1.72 5 8,88 g  ;aNrH : mmwu_

69.1

priinEhoed

"U1” PR S R S - T

Virginia MHmnnHHn and Power oosemb% 1.6 .7 - 8.89

Average e e 9.22 79.8  --_ 893

i

.

6 10.36

e

3

7

1

8

2

6
 .;;p.thMw. . .MWy.
A

o [l o s e s

96.3 8 90.2

mwwwmmmwwmwm;wwmnﬁﬂwn noimwﬂ%.

|

Source of Information: mnﬁmmﬁumm;ZO. Hmu.Ho.,puw 18 om,m%#wvwn No. DHM-1A
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i ) . s nosvwnmwu&m Risk bnmu.wnwm
" : Current C,wwmv Risk bbmu«.m»w awwum Various Financial EE

ovmnmnubw Hﬁmwnmm mn& wmnnom for umnosmnmn onauv and mrtbmwuernm mumnnnhﬂ non_mm:w

v g

mmn:?mm\. O Himiﬁ n%,w e

- Effective.

; e aly Price ‘Risk ./ Ceneratienf . Riak  Tncome bdwb.. i Emw L Tax “Riak
‘‘Company’ : R Ratios Ranking: Constr. Expénd.. Ranking nan C.E. - W “Ranking - Rates Ranking
S . (1) @ By @) Gw S O @ (8)
.‘..‘.nnnow.;m Power man_ Light nogmmnw ; 14.172 ‘ -9 ‘ mm.an ; 7 . 57, aﬂ G ~ : 46. QN, 1
‘Duke Power noammnw i 131 6 .~.u,.‘¢ 3 (‘,. .am.u 8 wem 2
ﬁnwﬁp Mohawk: Pawer GCorporatien 12,87 5 %.c ; 1 40.0 : » . 121 w7
 onto mﬁmos ,oo%m&, o  6.92 E 1.0 9 95.2 ‘ _.m._ Can g
g - Detroit m&.mo: Company : < 11.64 3 ; .Uﬂ.&. » ac.m : u 29.8 : \.
o Long Island Lighting no%ms. R ﬁ.«wa‘ , ,.m ..,uw.,u e um.ﬂ.u 4 11.5 8
i .,.“.,,H.,.\wmbnmv.u%muwm Power w:n mern nosvmn%‘ e wu.mw‘ . .~ o Nmo 8 : mm.N q : 29,9 i 3
i ..,<Hnmb..um Electrie m:n motmn nosvmb% , Hw..m,w fm.l R M.wl.m , fuml. , .u.o 1 |.w|., ’ rmmvm : 6
; - Average . o 12.25 Hi Ww..w - .,alun.m B w.u..m cEm
._wawwnmﬁmmwm Electric Company . , Ho.wm ....NI; E l..»r» E 6 28,2 .. 5.

Source of Information: =~ mnsmn:nmm zo. Hw. mo. NH. mn gm mxr»vwn 29 EE!H»

- Hnnmﬂ..mw ammm nmnmnmnuo..\noumnn:nn»o: mnvmu&.n:nwm -~ kuw..womu
. Estimates from Salomon’ unonrmnu MElectric cnb..._.nw. wmwsumnwg.
Quality m:m mmnnuumu.. i

- mmmmnn?m Tax wmnmm - kum mmnuamnmm from Value rabﬂ H=<wwnagw m:wdmw

Bl

% 36 ¢ o8eq.
9z “OoN aTnpeyds
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aoaﬁﬁnﬂﬁhm wpmr ?nwwmwm

, nnnnm:n Qwue mﬁmw Analysis :mm:m Various ﬁ.:n:nﬂmw and .
ovmnmnu.:w H:...—Mnmm mun— zmnubm mon wwnoamnmn mnocv and dr“ﬂamm;am annB..wn noawmsv.

: : , i b ,anvs.um, Rate S S 3 :
Fuel " ~Risk in Xwh Sales Risk ‘Regulatory - Risk

<aw=mvrﬁ§w ;

U Riek

“Company . . Mix Ranking . 1977-1978 - Rankisg ' Envirc & zmsw»:m; Beta Ranking
ESERE A1) @) e @) YT ®) E¢h A8)
Carolina Power and .H.wmrn Company 2.43 « 5 2.47 5 4 - 1 807 f. ﬂ :
U:ﬁm,, Power Company: ch , ,. 2,26 3 , .M.,mu. & ; 4 u u. .80 .v 7
" Niagara ‘Mohawk Power Corporation 2.99: 8 3. wa : = v. ‘ 7 A 65 2
.O,F._.o_ Edison omsm.muuv S S . ,N.u.a .,_.., .wm@ R | . . 7 : , 40 ;,._wo. 3 ;
Um,nmbwn,wmnmoa Company - - ; 2,24 2 1,46 3 6 a3 wo . .,,um :
Long Tsland Lighting Company e s o 309 8 7 a .75 e
H.,,msanH«,m:Mu, Power and ﬁwmrn.dosvmn%, ; 2,36 a ,, . ; | u,.aw,, . 6 7 4 ma 1
Virginia mH.mn,nwun and Power . Company ‘ 2.95 .lul M|ww. !Ml Y i e .80 | s
Average T 267 = 613 = B =
‘Philadelphia Electric Company unlmm. lml, I...wlw : I.Nl ; |Iu.z 4 ~s70 | lwl ,
Source of Information: - mnrmmcumm No. Nu Nm.u 25 Om mxw»vu.n No. umz..;
- , v - <mw:m Enm Trvestment mcncmv.
‘ -

‘O IFAFYNT
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