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1 BEFORE THE |
PUBLIC UTILITY COMMISSION OF OHIO
2
e e - o o Lo --x
3 In The Matter Of The Application : Case No.
Of Columbus Southern Power : 08-917-EL-580
4 Company . For Abproval Of Tts
Electric Security Plan, And
5 Amendment To Its Corporate :
Separaltion Plan; And The Sale Or :
6 Transfer Of Certain Generation :
Agssets
7 .
In The Matter Of The Application : Case No. 2
8 Cf Chio Power Company For : 08-918-EL-SS0 gg
Approval Of Its Electric : 0 -
9 Security Plan, And An | g% -
Amendment To Tts Corporate O %E
10 Separation Plan L
e m e m e - - - - - - - - x s
11
Washington, D.C.
12
Friday, December 5, 2008
13 Deposition of
14 CHARLES W. KING, called for examination
15 by counsel for AEP Ohio Companies, pursuant to
16 notice, at the Offices of Snavely King Mojoros
17 O'Connor & Bedell, Inc., Washingten, D.C.,
13 commensing at 1:10 p.m., before Barbara A. Huber,
18 Notary Public in and for the District of Columbia,
20 when were present on behalf of the respective
21 parties:
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PROCEEDINGS

Whereupon,
CHARLES W. KING,

was called as a witness by counsel for AEP Ohio
Companies; and having been duly sworn by the
Notary Public, was examined and testified as
follows:

EXAMINATION BY COUNSEL FOR AEP OHIOQ

COMPANIES
BY MR. CONWAY:

Q This is Dan Conway. We are taking

Mr. Charles W. King's deposition in lieu of his
cross-examination testimony at the hearing. And
the intention is to use the deposition transcript
that we will get from this exercise as Mr. King's
cross-examination testimony in the hearing because
he 1s not able to attend the hearing that has been
going on here in Columbus.

And, again, my name is Daniel R. Conway.

I'm with the law firm of Porter Wright Morris &

Arthur 41 South High Street, Columbus, Ohio 43215,

I am an attorney for the AEP Ohic Companies, which
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are called the Southern Power Company, and Ohio
Power Company, who have filed applications in Case
Numbers 08-917-EL-USD and Case Number
08-%918-EL-USD, which in short are their electric
service plan applications. And we're about to
take Mr. King's testimony.

Mr. King, if you can't hear me, or
Barbara if you can't hear me, please speak up and
let me know, and T will try to fix it from our
end.

Now, Mr. King, do you have with you a
copy of your prefiled direct testimony in this
case?

A Yes, I do.

") And did your counsel inform vou that
it's been marked for identification purposes as
Ohio Energy Group Exhibit Number 47?

A Yes, he did.

Q And that testimony is your direct
testimony in the cases that we just mentioned that

vou prepared or had prepared under your

supervision?

Alderson Reporting Company
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A Yes, 1t is.
Q And if vcou take a lock at your
testimony, Mr. King, can ycu tell me, are there

any additions or corrections that you need to make

to it?
A No, there are not.
0 And if Mr. Boehm were to ask yvou

questions in your prefiled direct testimony today,
would the answers that appear in that decument be
the same today?

A Yes, they would.

Q And those answers are true and accurate
to the best of your knowledyge and belief?

A Yes, they are.

Q Mr. King, I have a few guestions about
your comparable group construction. So if vou
could turn to I think about page 4 of vour
testimony.

A I have it.

Q My understanding is, Mr. King, that you

constructed one comparable risk group by uging the

entire list of electric utilities in Value Line's

Alderson Reporting Company
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data file, with the exception of one of thém,
which you excluded because of some special
circumstances; is that right?

A That's correct.

Q And a result of that what vou described
in your testimony is that vou were left with a
group of 64 electric utilities in that comparable
group:; is that right?

A That's correct.

Q And those are listed on Schedule 1 of
vour testimony, Exhibit GWK-17?

A Yes, they are.

Q And then you constructed a second

comparable risk group of non-utilities; is that

correct?

A That's correct.

Q And for the construction of that group,
yeu also used -- strike that.

For that grcup, you used the companies
in the Value Line data file also; is that right?

A That's correct.

Q And I think that you described how vou

Alderson Reporting Company
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corrected the second group of comparable firms,

starting at page 5 of your testimony; is that

right?
A That's correct,.
Q and my understanding is that you first

eliminated electric, gas, and water utilities from
the population; and that got if from, oh, some
number down to about 5587 firms?

A That's corfect.

Q And then you screened the remaining
firms by applving a range of ratios of gross plant
to revenue; is that right?

A That's correct.

Q And the range of those ratios vou got
the range from the electric utility groups' data;
is that right?

A That's correct.

Q In any event, at that point you reduced
the population of vour seccnd group; you reduced
it down to 657 firme?

A Yeah, that's correct. No, I think it

got to -- oh, yeah, that's right, 657, that's the

Alderson Reporting Company
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intermediate number, right.

C And then, as I understand ik, you then
eliminated smaller companies with a gross plant of
less than a billion dollars, to get down to ther
260 figure; is that right?

A That's coerrect.

Q And vour rationale for that adjustment
or that screening step is that you kelieved that
the smaller companies have higher feturn
reguirements than utilities?

A That's the conventiocnal understanding.

Q Okay. &And then after yocu had reduced
the population of firms down to the 260 that were
left after the $1 billion cutoff that you applied,
you then eliminated companies from the remaining
260 for which Value Line had not calculated a
beta?

A That's correct.

Q And_that got you down to your 219 firms
that comprise your second group of comparable
firms, right?

A That's correct.

Alderson Reporting Company
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) And those are listed on Schedule 27

A That's right.

Q Can you tell, with regard to the first
group, going back to the electric utilities
comparable gfoup --

A Yes.

Q ~- how many of those 64 firms have a
regulatory envircnment where all retail customers
may shop for their generation service?

A You know, I cannot say. All those in
the Northeast, Mid-Atlantic states, California,
and Texas unguestionably have that arrangement
because they all have restructured so as to spin
off the generating plants. I would have to look
more carefully at the rules governing the rest of
the utilities in the country to know whether there
is no retail sales, or whether it's a mixed bag.

Michigan is a good example, where there
is choice; that is, customers may buy through the
utility, but the utility serves the overwhelming

majority as bundled retail service providers of

vertically integrated electricity.

Alderson Reporting Company
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1 Q Is it your understanding or do yvou have =
2 an understanding about whether or not Michigan has
3 recently changed its rules for switching for

4 customers of the electric utilities in that state?
5 A Yes. But of course in 2007, which is

3 the focus of this study, there was pretty much

7 open choice. There is stl1ll choice, but I believe
8 it's capped. And I haven't examined the

9 legislation that carefully. But they did reign in
10 the opportunity for retail -- for end-users to buy
11 through the utility and acquire their own
12 generation.
13 Q And so customers of utilities in
14 Michigan atlthis point do not have an unfettered
15 right to shop for alternative generation service
16 providers?
17 A Yes. Even when they did, it was a

18 relatively small percentage that actually did that
19 shopring. It was most cof the industrial‘
20 customers, a small proportion of commercial
21 customers, and virtually nc resiﬁential customers.
And that's the pattern everywhere where there is

Alderson Reporting Company
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1 retail choice,

2 Q But at this point in Michigan, it's your

3 understanding that electric utilities' customers

4 do no longer -- they no longer have a beﬁter

5 choice to switch?

6 A Well, those that already had switched T -

7 think can continue to buy through the utility.

8 Q And with regard to the others?

9 A With regard to the others, T think there
10 is a Cap. and I do not know the details of that
11 cap.

12 Q So in some respect, the others are

13 restricted in their ability to switch?

14 A I believe they are.

15 Q Going back to the group of 64 electric

16 utilities in that comparabkle group, that first

17 comparable group, vou would then agree that some

18 of those firms have regulatory regimes where

19 switching i1s not permitted?

20 A Yes.

21 0 Okay. And you don't know how many of
the firms in the group have that regulatory

Alderson Reporting Company
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environment, sitting here today?

A No. It would be guite a research
project to try and analyze each of these 64 firms,

Q And so you do not know how many of the
64 fifms must allow their customers to shop, and
then must take them back as a regulated and
service offer rate?

A I do not. I can sort of check down and
probably identify a loﬁ of them, but -- simply by
the states they operate in. Bul the answer to
your question is no, I do not know the exact
number .

Q Now, turning your attention te the Chic
situation.

Would you agree that retail choilce,
which we have in Ohio under SD 211, and the right
of the customers to return to standard serviée
offer‘at a regulated rate would create risks for
CSP and Ohio-Power that that uﬁilities that .don't
have those regulatory rules do not face?

A I would agree.

0 Do you know whether any of the electric

Alderson Reporting Company
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utilities out of the 64 in your first comparable
group have an excess earnings test that puts them
at risk of having to make refunds to customers on
an annual basis?

A Well, all of the vertically integrated
utilities have an excess earnings test, because
they're all subject to rate-base rate of return
regulation. And so the answer is excess earnings
would apply to all of the utilities in the Midwest
except for Illineis. Tt would apply to all the
utilities in the Mountain states except Nevada.

It would apply to the utilities in the
Northwestern states, where we have -- continue_to
have vertically integrated rate-based rate of
return regulated utilities.

Q How many of those Stétes have an excess
earnings test which would lock backward teo a priox
vear, and in the event that earnings had exceeded
a certain level, read to the climb-back of
earnings and refunding of previously earned

deollars to customers?

A Well, and Chio is unique in that regard.

Alderson Reporting Company
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T would concede that.

0 So you would then again agree that none
of the other utilities, if you exclude AEP from
it, frém the group, have that kind of an excess
earnings‘test?

A No. Duke Energy and Energy First have a
similar excess earnings test because of -- and
they have utilities in the state of Ohio.

Q So other than Duke and First Energy and
AEP, none of the remainder of the 64 firms has
that same kind of excess earnings test as the Ohio
utilities do?

A Well, not -- certainly not identical or
even similar to the Ohio test. But I again state
that those that continue to be vertically
integrated have an excess earnings test, which is
really not an excess earnings test. it's merely
excess above what is necessary, the minimum
necessary, to-attract capital. That is a much
more severe test than the Ohio excess earnings

Test.

Q And that kind of an excess earnings

Alderson Reporting Company
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test, is it typically initiated by the utilities

commission on an annual basis?

A Some commisslons do that. Georgia has a
rotating three-year schedule of rate cases. And.
the rate cases are in effect initiated by the
commission because it established those -- that
schedule, and --

Q And what other jurisdiction besides
Georgia has that format?

A I cannot say. California used to, but I
don't think it does any more. But I'm not a -- I
certainly haven't surveyed e#ery utility
commission in the country in that regard.

0 In yvour calculation of year-end returns
on equities for the members of your two comparable
groups, Mr. King, you used a year-end book eguity

amount; is that right?

A That 's correct.
Q And --
A It was just because -- I'm sorry. It

was because the data filed only had year-end

equity guantities.

Alderson Reporting Company
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1 0 Is year-end boock egquity often higher .
2 than beginning-of-year book eguity?
3 A Quite often. But the -- as long as the
4 test is applied consistently, yeaf—end equity
5 return, it would be appropriate for both the
5 derivation of the eguity return and the
7 applicaticn of that eguity return to the Ohio
8 utilities. In other words, it would be very
9 unfair to use vear-end equity return; and then
10 apply it tc your companies‘based on average year
11 eguity return. My rec --
12 Q Did you dc any kind of analysis to
13 determine whether or not the consequences using
14 year-end boock eguity, rates of return on eqguity as
i5 opposed to beginning of the year -- I'm sorry.
16 Scratch that guestion.
17 Did vou do any kind of analysis that
18 evaluated the impact of using year-end book equity
19 as contrasted With beginning-of-year book egquity
20 in your calculationg, the kind of éalculations
21 that you present?
22 A No, I did not, for the reasons I just

Alderson Reporting Company
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mentioned. As long as the derivation of the rate
of reﬁurn is consistent with the application of
the rate of return, it is fair té the Ohio
utilities. There's no particular reason to
believe that the Ohio utilities would have
significantly different ratios of year-end to
average year eguity. And so I assume that it
would be falir to use year-end only.

Now, thies test could be easily modified
to use average equity. That would have meant for
me to go back to Value Line and obtain the 2006
vear-end results, scmething that I -- I -- well, I
could have done, but I think it would have been
highly costly, and certainly cumbersome, and would
not have significantly improved the best.

Q You're not opposed to such an approach
then, I take it?

A No, not at all. Again, the key is that
the derivation of the equity standards should
match the ap?lication of the egquity standard.

Q And you would not be opposed to an

approach which consistently uses beginning-of-year

Alderson Reporting Company
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book equity?

A No, I would oppose that. It should be
either end-of-year or avefage book equity, which
could be average twelve months, or average
beginning- and end-of-vear.

Q And the reason that you opposed the use
of beginning year book equity is what?

A Well, yvou're going back too far into
higtory. As it 1s, we're using a retrospective
yvear. That almost makes it an average of the two
previous yvears. Because the beginning of the vear
is presumably the mid point of the last two years.
If you want an accurate measure of book equity,
vou should use either year-end, or average
beginning- and end-of-year; or, as 1 say, you
could use average monthly, but that's refining it
probkably unnecessarily.

Q Let me ask you a few questions, if vyou
will, abkout wour calculation of the groups'
average return on vear-end equity. And first of
all, let me fpcus on the second group, the

non-utility group.

Alderson Reporting Company
1-800-FOR-DEPO



‘ Charles W, King December 5, 2008

Washington, DC
. Page 20
1 After you completed your steps for 3
2 identifying the firms that are in the non-utility
3 group, you calculated the groups' average return
4 on the yvear-end eguity keing 14.14 percent?
5 And -- |
6 A That *s correct.
7 0 -- I got that from page 6 of your
8 testimony.
9 A Yeah. It's also on Schedule 2, page 6.
10 For some reason, Schedule 2 starts on page 2, but
| . 11 I -- nevertheless, that's the designation.
| 12 Q You conciuded that these non-utility
13 firms are rickier than the AEPR companies, right?
i 14 A Well, I think they always are, because
15 they don't have the franchise monopolies‘that
16 regulated utilitiés have.
17 o) And then vcu adjusted the average earned
: 18 returns for the non-utilities, to match the risk
‘ 19 cof the ~-- did you do it tec match to the risk of
20 the two Chio utilities of AEPR?
21 A Well, I used the beta. And there is no
. beta measure for the Ohic utilities, because they

Alderson Reporting Company
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all subsidiaries of AEP, and don't sell stock in
the open markats,

a But let me agk you a guestion, just a
clarification guesticn for me.

At line 14, you}re asked a guestion:
Can the 14.4 percent return on equity for the
non-utility group be considered comparable to the
Ohio AEP companies?

That's at lines 14 and 15.

And then at line 17 vou answer the
guestion: No, these companies are much riskier
than the AEP Ohic Companies.

And then the following guestion is --
I'm about to ask you a guestion about this now --
you were asked the guestion: How can you adjust
the non-utilities' average return to match the
risk of the two Qhio utilities of AEP?

And then vou explain for that purpose,
you can use the bheta, as generated by Value Line.

Do you see that?

A That 's correct.

Q At this point, even though the guestion

Alderson Reporting Company
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on lines 19 and 20 indicates -- indicated to me
anyway -- that yvou are adjusting the non-utilities
average return to match the risk of the Ohio
utilities, when T read your answer, the gist 1 got
from it was that actually at this poinﬁ you're
adjusting the non-utilities' average return to
match the risk of the utility group?

A Yeah, I had to do that of necessity,
because there is no beta measure for the two AEP
Ohio utilitieé.

Q Ckay. I'm noﬁ talking about matching it
to the AEP Ohio beta. I'm talking about -- or
matching the non-utilities tc the AEP Chic at this
point.

What T'm asking vou is if what you're
doing in this step is matching the non-utilities'
average return to the --

A To the 64 utilities.

9] —— to the 64 utilities?
Y That 's correct.
Q Okay. There's another step further con

down the line, te bring it back tc the AEP Ohio

Alderson Reporting Company
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1 Companies, right?

2 A That's correct. That's an adjustment
3 for capital structure, which has the affect of

4 increasing the Ohioc utilities' allowed return.

5 9) Thank you. All right.

& But actually, but at the point that I am
7 in your testimony, Mr. King, which is page 6,

8 lines 22 through the end of the page, you are

g adjusting the non-utility group to synch it up
10 with the electric utilities groﬁp, right?

11 A That's correct.

12 Q And the Value Line betas that you used
13 in this step of your exercise, those are levered
14 betas, right?

15 A Yes.

16 0 And that meaﬁs that they reflect a

17 compination that there's a financial risk, .

18 correct?

19 A That's correct.

20 C In any event, you tock the average cof
21 all the vValue Line betas for the 219 non-utility
22 group firms, which it was 1.08, right?

Alderson Reporting Company
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1 A Yes. “
2 Q and then you tock the average of the

3 betas for the electric utility group, which is

4 .89, correct?

5 A That's correct.

& Q 'And subtracted one from the other, to

7 get the .19 difference; is that right?

8 A Well, this is all on Schedule 4.

9 Q I was just looking at yvour testimony on
10 page 7.
11 A Yeah, right. But it -- but this is set
12 forth on Schedule 4, as well.
13 Q But the difference between the two
14 average betas is .19, correct?
15 A That's correct.
16 Q and then you multiplied that difference
17 by a rigk premium measure, tc come up with an
18 adjustment factor; is that right?

19 A That's correct.

20 Q And you subtracted that product from the
21 non-utilities --

22 A Return on equity.

Alderson Reporting Company
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Q -- which is your average ROE; énd then
your got -- reflected to your risk adjusted return
on the 219 firm group of 12.82 percent?

A That's cérrect.

0 And you had to make this adjustment
because you did not believe that your non-utility
group included firmg whose risgks were actually
comparable of the risk of the 64 electric utility
groups?

A Yes, that's correct.

0 And T suppose by the logic of it, you
did it because you didn't believe that the
non-utility groups' risks were a good match for
the risks of AEP Ohio without adjustmentt right?

A That's correct. I explain that in my'
testimony.

0 And theﬁ after having done that, you
made another adjustment to the non-utility group
because of your opinion that -- or your conclusion
that AEP Ohio Companies' financial risk actually
is greater than the average financial risk of the

64 non-utility groupg, right?
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A Well, I think I adjusted both the

non-utility and the utility groups for the
difference in their leverage ratios relative to
the two AEP Ohio utilities. That's done on
Schedule 5.

Q And I think you mentioned earlier that
the result of that last adjustment was an upward
ong for the --

A No. I’mlwrong. It reduéed the -- theilr
ROE.

Q Their -- I'm -- excuse me. Can you
repeat that?

y:\ I think it reduced the ROE.

Q Whose ROE?

A I'm sorry. The return on egulty
indicated by each of the two utilities. I'm
loocking at the --

0 Well, let me just recap.

We had 14.14 percent for the non-utility
group --

A Yes.

Q -- before the adjusting started?

Alderson Reporting Company
1-800-FOR-DEPO



Charles W. King December 5, 2008

Washington, DC

10

11

12

13

14

15

16

17

18

19

20

21

22

Page 27

And then you adjusted the return of the
non-utility group so that it was more comparable

to the utility group, right?

b\ Yes. Yeah, I'm wrong. It did increase
the -- the rate of return.
Q Okay. So but at any rate, that first

adjustment, you subtracted the 1.32 from the
14.14, right?

A Yeah. Right.

Q Okay. &And then there's another
adjustment that vou make in order to reflect the
fact that the AEP Chio Companies' financial risk
is greater than the average risk of the utility
group, right?

A That 's correct.

0 All right. and that added back some
amount to the previous step. And by my review,
the result was -- I'm searching for it here, but
I'm not coming up with 1it.

A I'm sorry. Repeat again what you're

trying to do. And I'll try and help you.

Q Well, I'm trying to follow your method.

Alderson Reporting Company
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And we’'ve gone over for the non-utility group. We
went from 14.14. And then we subtracted 1.32.

A We got 12.82.

Q Right.

And then we had to add back something to
account for the actual additional risk that the
Ohio utilities faced compared to the average risk
of the utility group, right?

A That's right. Because they had a lower
equity ratio. Aand so the 12.82 went to 13.52 for
that difference.

Q And that was for --

A That's for the non-utility group.
Q That was for CSP, correct?
And then --

A Well, that's right. CSP is 13.5%2. And
Chio Power 13.54. They have very similar equity
ratios. And on the utility side, the 10.68 is
adjusted upward to 10.88 for Columbus Southern,
and 10.%0 for Ohio Power.

Q Okay. T think T understand it now.

A The lines are lines 2 and 18 of

Alderson Reporting Company
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1 exhibit -- of Schedule 5. That's where you find ;
2 the comparison.
3 Q And then when you're done with all those
4 steps to come up with the -- I guess I'll call
5 them risk adjusted return for each group -- the
6 utility group on the one hand and the non-utility
7 group on the other hand -- you average those two
8 results for each of the Ohio companies; is that
S right?
10 A That's correct.
11 0 And the final result is --
12 A Tt's 12.20 for Columbus Southern, and
13 12.22 for Ohio Power. And those are in line 20 of
14 Schedule 5.
15 Q Okay. And then let me go on. I have a
18 few qguestions for you regarding ybur adder
17 recommendation to cbme up with the benchmark for
18 significantly excessive earnings.
19 A That's correct.
20 Q The adder is a total of 200 basis
21 points?
22 A That's right.

Alderson Reporting Company
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Q And that is the sum of the FERC adderg

that are used by the FERC to encourage lnvestment
by utilities that major in innovative transmissiocn
lines and for participation in RTO's8?

A Yes.

Q And just to be clear about it, Columbus
Southern and OPCO, they participate at PIM. So
they're in an RTO.

So under your approach, they get the
benefit of the 50 basis points adder for that
behavior, right?

A Yes. That's not particularly the reason
I included it, but that is true.

MR. CONWAY: T'm all done.

Do you have any redirect?

MR. BOEHM: No. No redirect.

{(Discussion off the record)
BY MR. CCONWAY:

Q Mr. King, excuse me for having to go

back on the record. I do have another question or

two for vou.

If vou could turn to your Schedule 1 of

Alderson Reporting Company
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1 Exhibit 1. |
2 A (Witness examined document). I have it.
3 Q And there's an average return on equity
4 that shows up at the bottom right-hand corner‘of
5 the page?
6 A Yes.
7 0 10.68 percent?
8 A That's correct.
9 0 And when vou calculated the average,
10 could you describe that?
11 Did vou take -- and what I'm loocking for
12 is how you added and then applied a divisor to the
13 column under return on equitv.
14 A Well, that's what's done. But it's not
15 that T did it. T used the Excel "average"
18 command, which derives the mean. There is a
17 separate command, which T could have used, to
18 derive the median. I think T did. But I don't
19 show it here because it was nct significantly
20 different than the mean. But the mean is the sum
21 ot the observaticns, divided by the number of
22 observations.

Alderson Reporting Company
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1 Q OCkay. So it's just a simple arithmetic “

2 average?

3 A That's correct.

4 C Ckay. Which then leads to the -- for me

5 to the questicon: Did yvou consider conducting a

[ return on equity or did vou construct a return on

7 gguity that was calculated cn a weighted basis,

8 weighted for the amount of egquity at --

g A Well, I could have. But that would have
10 distorted the results by éxaggérating the affect
11 of the largest of these utilities. I'm not sure
12 that analytically that fhat's the apprcpriate
13 appreach. I can't tell you, Cthough, whether.it
14 would be significantly different from the approach
15 I used, which was a simple average of all of the
16 utilities.

17 Q You said you're not sure -- I think vcu
18 gsaid you're not sure, but you didn't think.that it
19 would be appropriate to do that.

20 Ic that what you said?

21 A That 's corfect.

22 0 Have you theought it through, or are you

Alderson Reporting Company
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1 just today thinking on it right here now and

2 coming to that conclusion?

3 A Yes, I thought it through. If you use a
4 weighted average, you give extraordinary weight to
5 Exelon, to FPL Group, to Southern Company, and to
6 AEP. I don't think it's appropriate to use that

7 for the two Ohio utilitiles, which are much smaller
8 than those big companies. I think it's much

9 better to use a simple average, which captures
10 both the large and the small companies.

11 0 Do you think that focusing you on lines
12 62, the Wilmington capital, with a year-end common
13 equity of $20 million a return of eguity of .10
14 percent would unduly -- by including it in the mix
15 would lead to a distortlion by understatingrwhat
16 the average ought to be?
17 A Well, you can pick that up. But then
18 there are other companies. Lek's lock at Exelon
19 Corporation, which has $10 billion:/in common
20 eguity, and a return of 26.94. That is a
21 distortion in the other direction.r The reason we
22 use the simple mean is to watch out these extreme
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and ocutlying results, so that we get an expression
of the overall return to the electric utility
industry, which is the --

Q Is there a -- I'm sorry. You weren't
done. I'm sorry.

A I'm sorry. Well, I think I'm finished
now.

0 Refresh my recollection, which I --
actually, I don't have one, about where whether
you used a size screen on the 64 utilities?

A No, I did not use a size screen on the
€4 utilities. I used that only on the
non-utilities.

Q Okay.

A I did throw out that one utility that
had a negative return of 175 percent.

0 And T think you've already answered this
question.

But you did not congider what would
happen to the results of the Schedule 1
calculaticn as you had similarly to the

non-utility groups, screened thcese utilities which

Alderson Reporting Coinpany
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had equity accounts less than a billion deollars?

A Well, it wasn't equity that I screened
for, it was gross plant, which is a larger number.

Q Excuse me?

A And you3re correct. I do not know what
the result would be. But I'm just eyeballing
these equity -- year-end eguity numbers. And
there's conly a handful that would, I believe, have

bkeen eliminated.

o) Based on the billicn dollar gross plant
Screen?
A Right. And I'm assuming gross plant

would be at least twice the common eguity number.
It's probably even be more than that. Because
common eguity matches only a pertion of the total
asset value. A total asset value is computed not
with gross plant, but with net plant.

Q Just a second.

You said there were a handful. Would

that be the --

MR. BOEHM: I'm sorry. A handful of

what, Dan?
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1-300-FOR-DEPO



Charles W. King December 5, 2008

Washington, DC

10

11

12

13

14

15

16

17

18

19

20

21

22

Page 36 1
MR. CONWAY: I'm sorry.

BY MR. CONWAY:

Q Mr. King, this is Dan Conway again.
A Yes, I understand.
Q You said that if yvou had screened this

group of 64 with the $1 billion gross plant
factor, that you thought it would screen out only
a handful of the utilities that-are reflected on
your Schedule 17

A That's correct. 1 can go down and
identify the ones that I think would have been
screened out.

Q Well, let me -- I was just doing that
while T was taking a break. Let me see if I'm on
the same page as you there.

It would be number 87

A Number 8, Central Vermont.

0 And it would be number 2b -- not 25
excuse me.

A 26.

Q 267

A That's right.

Alderson Reporting Company
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1 ©  And it would be number 347
2 A That's right.

3 Q And it would be number 577

4 A No, I don't think so. I suspect that

5 company, UIL Holdings, that’s United Illuminating.
6 I bet they have more than a billion dellars in

7 gross plant.

8 Q Okay .

9 A It would number 59, though.

10 Q 59. Okay.
11 A And then 62.
12 0 And then 62.
13 A Sounds like akout five or six.
14 Q Okay. Would vou agree wiﬁh me, just
15 locking at those, that thé general tendency of the
16 ROE's are that they're below average for the

17 grcup?
18 A Well, UI -- no, we didn't say UIL. They
i9 are bélow the average.
20 Q OCkay. So if you did screen those out,
21 you would expect that the 10.68 percent figure

would increase tQ some degree? |

Alderson Reporting Company
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1 A It would be slightly higher, because we :
2 still would have 58 or 59, maybe -- yeah, 58 or 59
3 utilities left.

4 MR. CONWAY: That's all T have. Thank

5 you, very much.

3 MR, BOEHM: Thank you.

!

8

9
10 {(Whereupon at 2:OQ p.m., the
11 deposition of CHARLES W. KING
12 “was adjourned.)
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'Please state your name, posmon and busmess addre

Snave]y K_mg MEIJGI'OS O'Connor & Lee Inc C'Snavcly ng") V'M busmess
_ acidress is 111] 14“' Street NW Smtg 300 Washmgton DC 20005_ 7 “;,j

-Snavely ng, formerly Snavely, ng & Absocmtes Inc was fmmded by

' CHARLES'W KING

My name is C‘haﬂes W ng I am Pmsldent of the economm‘mnsultmg firm'of

PIease descnbe Snavelmeg. T S

late Carl M. Sm.we!y and myself m 1970 o conduct reseurch OTL a ccnsultmg bams
into the taicq revenues cosls and €001‘10m10 performance of reguldtcd ﬁrms and
industries. The firm has’a profc‘:smnal staff of 12 econonusts accountants  -;5
engineers and cost ana}ysts Most of its work mvolves the development B o
preparation and presentatlon of éxpert wﬂnf,ss tc,stnnony before federal and state_rr. "
regulatory agencses Over the course of its 38- year hlStOl’y members ot thf: f rm o

have partmpated in aver 1000 proceedings befnre almost all of the state

commissions and all Federal' commissions * that regulate the ut;htws Ur“,

transportation industries.

Have vou prepared a snmm‘ar}; of youi' qualiﬁcétiéns and exbérieﬁce'?
Yes. Attachment A isa summﬁry of my quéliﬁcaﬁmis and experience. -
Have you ‘previans-ly s‘ubmittedﬁ‘ testinony in fegulatory' proceediiﬁgs‘é

Yes. Aftachment Bisa tabula’uon of my appeamnc:es as an expert wltness before B

state and federal regulatory agenc: es.
Far whom are you appéa_ring in this proceeding?

1 am appearing cn behalf of the Ohio Energy Group (“OEG”). The members of
OEG who take sérvice from Ohio Power or Coluﬁlbﬁs Southern Power are: AK :

Steel Corporation, ArcelorMittal USA, BP-Husky Refining, Brush Wellman, B
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Q.

- ‘Woﬂ:hmoton Industnes
B What ns the objectwe.of your testlmnny”
L "The ﬂbjectwe ot my tesnmony 18 to recgmmend a methodology

the “sxgmﬂcant]yq xce‘;swe cammgs” test embodled in thc A

. 'Bﬂl No 221 (“S B.221”). The mgn:ﬁcantly cxcesswc fcamx gs

Sectmn 4928, 143(F) of the Rewsed Code of Oimo Apphed- 02007 data the
methodoio&,y I recommend results m thresholds for <;1gmf1canﬂy cxccsswe

earmngs as foliowa Co!m:nbu‘; Soulhem 14 20%, Ohm Power 14 23%
What does this section of 5.B. 221 say?

Section (F) qtate% as foilow's _

‘ Wlth regard to the prowsmns that are inc]uded in an electr:c sccunty
plan under thm section, the mmmmsmn shall con31der, fbllowmg the end o
of cach annual period of the plan if any suuh adjusﬁnents resulted in .
excessive carmings as measured by whether the eamed retum on cummon
equity of the eiectnc chsmbutton utility is Szgmﬂcantly mn exaesa of the
return on common equlﬁy that was earned durm.g,the_ SATIG pa_ncd by
publicly traded companies, i‘h'cludiﬁg'utilities, __that‘ fﬁce éompar_abie‘
business and financial ﬁsk', with such adjustmcnts for czip_i-tal stjr"u.c.turc as -

may be appropriate.

In addition to lneeting theése Statu"to'ry' requirements, what " other

attributes should a “significantly excessive earnings” test have?
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= The te-.st should be as sxmple and strau ghtforward as poss:ble, while still bein

s estabhshcd 1t 1s nenessm"y for the, Commisswn to us it

- aettmg the threshcld over whlch t,arnm gs would be sxgmf‘ cantly exccsswe :

' mterm" L

. jud gment mi

Hnw wﬂl you prof.eed to develop a methodology ﬂmt c L

: The ]d.l]glldgﬂ requnes the: 1denhﬁcat10n oi a group 01' groups of utlhtieq aind oth T

| oompames that bcar the SaNe husmess and fmanctal risk as 1he subject Ohlo e

electnc ut]htles Pursuant to this reqmremem ¥ will identify two compansonfl o
groups,. one of uuhhes and the other of non-utxlmes. I will adjust the eamed 7

retrny of eauh group to match the risks faced by the two AEP compames ‘

opclatmu m Ohm [ will then average the ut:hty and non- utlhty returas to derive |

a base line te.med 1{:\/;:1 of return. The final step is to apply an adder thatr
describes the margin over this base line equity refurn that should be a}lowed

before {he earnings are considered significantly excessive.

Have you idenﬁfied utilities that are 'émhparab]e to the AEP ébmp’aiiies that

provide retail electric service in Ohio?

Yes. The AEP compdmes — Columbus Southein and Ohm Power -- are bothi_'l_ Co ‘
vertically mtegrated compames whose gcnemtmn distribution and l"mnsmms:on S
tduhtles are reguhited by the Public Utilitics Commmsmn of Ohm (¢ PUCO”_) cmdf .
the Pederal Energy Regu]atory Commzssmn (“FERC’“) Most of the publid-y :

traded e]ectnc utllnty companies i, the couniry conform to varymg dcgrees o thlSrf,

pattem. Many still have their generation function negulatedl but-gven those‘r SR
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A - Schedule } of my-E hszt‘.

off»system sa!as

" 16 reason [ have s ‘he enhre hst of eiectm htles, w1th one exoep___ T

- ',"Va}ue Lme s Datﬂﬁle_ Tfhls hst L(msmts of 64 pubhcly traded wmpamcs

Qe :"What was. the aver'age retum on equlty {)f these compames durmg the most,_

'recentyear? IR

s (CWK.~I) prese "i' the net mcome and ihe yc!‘ -
e 1end equlty amounts for each company for 2007 as raported m Value Lme s'<_?.
i _’Dataﬁle The average of the eamed retumq on eqmty for the 64 electnc utﬂ 'es‘ N

o 10. 68 percent

Q.  Have you identified non-utility companies that are comparable-to the two

AEP Ohio companies?

A.  That is a more difficult task’ because non-utility companies are intrinsically

different from utﬂities 'None have frenchised monopolies, and none have their
eamnings constrained or pmtex:ted by rate ba%ﬂrate—of—retum regu]atmn “However,
the statute requires that an effort be made to find ncm—utlhty companies that are as _
close to the quhject Ohio companies as possible. 'I'he earned 1cturns of the
resultant sample Of compameq can ‘chen‘ bé "adjusted for any mcasurable E

' différences in risk.

Accordingly, 1 beﬂaﬁ with the 5,688 ubmpahité- that are foimd in the Value Line

Datafile. 1 first e]lmmated the electric, gas dIld water utilities, ‘which reduced the o

list to 5,587 compames I then examined the capitai mtens:ty of- the ele,utnc
utilifies and found that with only a handﬂ-;] of exceptions, the ratio of gross plant
to revenue ranged between 1.2 and 5.0. Usi'ng these parameters, 1 found that 657

non-utility companies fall within these limats,

' That exception i the Evergreen .Eﬁergy Co. which ﬁ:xpérienbed 'a:rétum onequity of -175% in 2007:
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. rbduc:ed “the hst '[0.2(0 compam

o Whlch Value Lme ad not’ caleu]ated £ beta, smce I roposed 10 nse thia beta y LT

. measure as the tesl.ef’ reld’uve nsk Tha ﬁnal hst camc to 219 compames Thase o

' Compames &rc hsted m Schedu]e 2 of my Exhlblt NOs » (CWK: )

. What was the average return jt}*n-é%’:ﬁi‘t&fﬁffihe‘sje'haﬁeﬁtﬂiff ompanics? .

L;’Ihe 'a:ver:;g:f;‘ réltfifi;'ll:'oﬁi year~an 2007 eqmty bf"—f"ithe:“sé‘ cnmpameswas 71-4"_'14' :- "

. percent?

. Can thls return on eqmty be consndered comparable to the Ohm AEP

Compames"
No. These companies are much riskier than the AEP”s Ohio rutiliﬁés';

How can you adjust the non-utﬂitles average retum m match thc risk of the

twa Ohio utﬂltues of AEP"

For this purpose, | use the “beta” méasuré as gcneratéd by Value Line -Beta isa
measure of the co—varlance of cach stock w1th that of the overall stock market.
The overall stock market’s bcta is 1.00. .To the extent that beta 1s greater than
1.00, the stock dl,splays greater volatility and higher risk than the market Betas -
less than 1.00 indicate less VO]dtlllt}’ and Jower risk. The beta reflects all forims of -
rsk; so it i3 the one (,omprn.hcnswc measure of risk that is avaﬂab}c for most-

traded stocks.

The betas for each of the Zlg‘corﬁparabie‘ non-utility cbmpanie_é are pfese'nted in -

column H of Schedule 2 of Extiibit No.____(CWK-1).. The average beta for the -

"Fmal]y, 1 had to ehmmat any com 'mcs for B
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risky than fhe average for the market

.. entire gmup 1s 1 08 reﬂectmg the fact thd,t. ]

. ,wmpameq to reﬂect the much lower nsk aqsnctaxcd

non—unhty group

of Exhlblt Nu,

t}ns pmpese, T use the- Capttal Asset Pmcmg Model ,

usk prfmnum of stock returm over bond )qelds Whﬂe thefe are many measures._

of the risk prmnum tha avcranc h1st0ncal nsk premlum helween 1926 and 2008?_ P

has averaged aimut seven percent Since we ‘are measunng hmtomal carnedr B
retiuns, this average. is arguably dppropnate for use as a tisk adjustment I apply:r- B

the djfference between the 1.08 beta of the non- utﬂuy group and the 89 'beta c»f:' _' :

the wtility. group, which is 19 to thc seven percentage pomt risk premlum to"_ :

derive an ad_]ustmant of 132 de]S pmnts or 1.32 percent. A reduﬂnun of 1. 32

pement to the average non—uhhty earned return of 14.14 percentr vields a risk-

adjusted return-of 12.82 percent.

You have now calculated the risk-adjusted equity returns of both the utilities .~

and the non-utilities. Are there any fufthcr adj'u‘stméntérthﬁt need to be

“made?

.Yes, There is one ﬁirt'her'zidjustment'that' should be ‘mé'de, and ihat is to recognize
the financial risk differences of the AEP Ohio éompénies relative to the utility and
non-utility comparison gi-oﬁps Columbus Soﬁthern lwéq a ratio of equity 10 total
capital of 47.3 percent and Ohio Powcr has a Iatl() of 47. 7 percent Schedulg 3 _

shows that the utility comparison group has a shg,hﬂy 1ess nsky rauo of 402

Sm

cks, Ba d Inflation, 2008 rblo ']bbc_)iso,ﬁ Asé_ocimés ‘
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* percent; and'Schedtle 2

~ at.51'.?'~pefcent, o

on Moody g Baa corporate bends as report_ d.
the average equﬁy pmcentage of thc 64 eleutnu ,ut'l't’es
Scheduie 3 and the non—uhhty equity pemcntage

) _

My adJustrnent recog,mzes the fact that thc levul of eamed pre tax net cperatmg:\_

income is 1ndcpcndent of the: capltul s'tructure On hne 9 of Schedule 5,1 set the': c

pre-tax refurn on capltal at the Jeveis Df the 64 elecmc uhhnes ( I] 90%) and the -

risk adjusted non—utlhty sample (13, 86%) I thcn denvc the retum on equity for o ,‘
‘each AEP company by subtractmg thc we]ghted debt c,ost {hne 14) from theg

composite return on t,aplta! of each samp]e gioup (]me 9) Tn line 16, 1 de—wught}
the equity returns, and in line 18 I apply the cumpame& fax factors to derive the
return on equity for each AEP. company based on the twu samplm of compamble B
companies. In line 20, I average those eqult}f returns to derive the base lme‘-‘
comparable return on year-end equlty for each company They are:
_ Columbus Southern - 12. 20% :
=  (Ohio Power - 12 22%
What adder is appropriate to take these. base litie equltv returns to the level :

of “%wmﬁcantly excesswe"”

Here, it is necessary for the Co_mmi'_ssion to exercise its own judement bécause .

there is no objective gencrally accépted' measure. of a "‘éiglliﬁCantly't:x’cessiw're-,f

return” I suggeqt the use of the adders that the FERC awards to encourage: -

investment by utilities in major mnovatwe t:rm:,mlsmon imee FERC pmv:des ar

49 _.percent irom,f

pcrcent h‘bm Schadule‘_..,l“.:_‘:” ARy
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- '_f-'kanother adder ot up
7' ) _'-'_apparently reg_ard‘%
o i‘mvesments m tran

- qxtmg req:lst'mce Anythmg more wauld bc si ]

Usmg FERC’S ‘20{1 basm pomt adder, wh
o f‘_..'_“s1gmf' cantly excessxve earmngs *on comm
. If we: add 200 basxs pomts to the basc

thrasholds of si gmﬁcanﬂy excesswe earnmgs_

‘Columbus Sout}lerrif: - 14 20%
-Ohio Power 14 22%

- Are Yf’“ TECDmmenchng that the (—omrmssmn adopt your methodnlo : but:

not these speaﬁc thr%!mld numhers

Yes. These threshold nimbers are mercly illustrative of thé "i'é";‘ults‘ that ai'e 7'

- derived from the methodo]ogy that I rcccmmend The f rst apphcatmn of the™

mgmﬁbantlv excessive earnings test wiil Im in 2010 and based on eamed returns*' o

~ in2009, The numbers may be quite different then. -

W1t11 regard to the adder to the base line cmned retums, why haven‘t you'“ B
adopted the statlstxcal confidence levels that the utiliGes’ w1messes haveji. :

recommcnded‘.?

The use of stausmal confidence ranges would lmnt any ﬁndmo of excesswe
earnings to so few observatzons that the test wouid bccome a c;phc; A two—tatled .

93 percent confidence interval would mean that only 2.5 pen.ent of a!l

| obserw ations in the sample company groups would be deemed to have excesswe.._ ‘

t:dmmg‘-, A 90 per(.cnt conﬁdence mterval wouid mnerease that pmportlﬂn t{) tlvr kzg_;':__ o
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percent These mtewals wrtually ensﬂ;rﬂ that 10 Oh}o unhty would ever be found. Lo ELT

to have expemenccd mgmhcamly excessive earnmgs

Anﬂther mbjectmn to the nse of set conﬁdtmce mtervals is that they hard wire

the definition of agmﬁcantly exu:sswe eammgs in a mafmf:r that pmwdes the

PUCO with httle or no flexibility. AS thc testimony and exhlbits ot Dr. Malduja

demonstrates, the apphc.azmn of a 95 percent u,onﬁcience mterval to utxiity and

nomuﬁxhty company eqmty retums can lcad to a very hlgh excesswe eammgs

threshaid based on 200? datd But 2{)07 was a relatlvely prosperous year It now .

:lppeal”S that in 9009 the ﬁrst ye:ar thal the mgmﬁcantly excessws: cammgs test is

apphed eammgs wﬂl probably be dramam,a}!y Jower. The applxcatmn of the Dr.

Makhua § 9% percmt conhdence interval will hkely resuit in a much iower

thre:,huld, one that could concewably deprive the AEP companies of what would
otherwise be judged adequate ewmings. The Commission must tetain the
Hexibility 1o adjﬁst its exeessive carnings test to reflect the circumstances of the
day.

Does this complete you testimony?

Yes. it does.

10



Comparable Electric Utiities
" Return on Eduity

" {Millions of Dellafs)

Name . Ticker." Yearend.. Prstax lwome  PostTax . Retumon-
. SR Symbot - Comman: - Income- . Tax ' Income. .  Equity
- . Equity’ : e R T o
1 Allegheny Energy ‘ AYE - 23367 8888 . 2608 - 4160 16 41%:. .
2 Allets ALES . o U748 - 4372 - 477 . - 8BS . 1205%
3 Aljart Energy =~ LNT © . 246628 . - E7E.6. 2858 ;3208 12.08%
4 Ameren Conp . - AEE ‘ 8730.0  eBBO0 - 3300 - 6860 . 9.75%:
5 AmericanElec Power . AEP 10,076.0 1BAB.0 © 51B0 .- 1,1504° 11.41%
& Avista Corp - AVA 814.0 co828 o 243 0 - 3B5 4.21% -
7 Black Hills - . BKH IR - 2 145.8 - 458 - 4001 10.32%
8 Gentral Vemnont Public Svc. GV 188.4 228 T 88 . 168 . B38%
9 Cemerpoint Energy - CNP . 18100 ° 554,07 185.0 398.0 2204%
10 G Energy Group - CH3 . B2 B5.4 . 21.9 - 435 - 83K o -
11 Claca Congr oOCNL - 10008 - - 1052 286 © 788 FBB% .-
12 GMS Energy Comp . CMs . 21160 2870 . 1080 . 479G - BdB%H 0 L~ .
13 Gonsolidated Edison . ED T . BBSZD . 13880 . 4820 ° 8380 10.57% )
14 Constellation Energy . *° BB ©. . 5327.0 © 12008 - 4042 - 7964  14.95%: h
15 Dominion Resgurces ™~ . .. 83900 21330 ¢ .. 7130 142006 - A&12%T
16 DPLInG . S L pePL TB7F . 3343 T 1225 0 2118 24.30% -
17 DTE Enetgy : OTE © 5,863.0 510.0. 1530 - 4670 7BI%
18 Duke Energy DUK © | 21,1880 22340 7120 . 15220, TA8%
19 Edison ntemationsl - ’ E1X §,303.0 18430 4020 1,154.0 18.71%
20 El Paso Elsciric : EE . 88B.S 1082 M5 7AB .22%
21 Emplre Distrigt Blectri: o~ EDE 5382 - 4r8 . 34.2 8,15% -
22 Energy Easi Corp ‘ EAS 3,208.0 3665 114.1 252.4 - 7.87%
23 Entergy Com ETR - 7.836,B 1.674.4 514.4 1,160.0 . 14.80% -
a4 Exslon Corp [ (N 10,1330 49760 14450 . 27300 26.04%
25 FirstEnergy Corp FE 8.877.0 2,182.0 8830 1.309.0 14.58%
28 Florda Public (Hilities FPU 48.9 50 S1F 3.3 6.75%
27 Forlis Inc FT8.¥0 - 25950 2420 ©.332 . 2088 B.08%
28 FPL Group - 10,736.0 1,6600 388.0 1,312.0 12,22%
29 Great Plaing Energy GXP 1,566.3 2207 - 71.5. 1482 10,16%
30 Hawaiian Electno HE 17,2735 144.9° 51.4 23.6 7.35%
31 IDACORP, he, DA : 1,207.3 86.0 137 823 2.81%
32 inlegrys Energy TEG azae? 2673 86.0 181.1 5.60%
33 ITC Holdings Corp G 583.1 109.9 38.7 733 13.02%
34 Malne & Maritimes So WM 429 47 2.0 2.6 6.10%
38 MDU Resaurces mbl 25156 512.8 180.0 322.8 12.83%
36 MGE Energy MGEE 4277 78.7 27.8 AB.3 11.42%
37 Misource Inn Ni 5,076.8 484.4 1720 3120 8.15%
38 Northeast Utilities NU 26083 360.9 100.4 281.5 B.&5%
39 Merthwestem Caonp. NWE £23.0 856 3z.4 53.2 6.46%
<0 Nslar NST 1,701.9 3559 133.4 223.5 13.19%
41 QISE Energy DGE 1,880.9 380.9 1167 244.2 14,53%
42 OHer Tail Corp GTIR 5232 819 28.0 54.0 10.31%
43 Pepoo Holdings POM 40184 4887 1922 288.5 . T.38%
44 PG & £ Comp PEG . BE450 18450 539.0 1,008 0 11.77%
48 Pinnacle West Capita PNW 3531.8 448.7 150.9 208.8 8.46%
48 PNM Rasources PHM ‘ 1,691.9 83.1 az 50.9 3.54%
47 Portiand Genaraf POR 1,318.0 218.0 74.0 145.0 11.02%
48 PPL Com pPL 55380 1,304 0 270.0 1,034.0 18.87%
48 Progress Energy PGN 3417.8 1,027.0 334.0 a0s.0 8.23%
50 Public Services Emarprises  PEG 7,295.0 2383.0 1,080.0 1,323.0 1B.14%
51 Puget Energy Ins PSD 25219 2673 Ti6 184.8 T.33%
52 Scana Corp 306 29630 487.0 1400 3z27.0 11.67%
53 Sempre Energy SRE 8.315.0 1,858.0 524.0 1,436.0 13,85%
54 Biarma Pacific Res SRP 2,996.6 284.9 876 197.3 6.58%
55 Southern Co S0 12,387.0 25170 835.0 1,782.0 14.44%
56 TEGO Energy TE 2017.0 309.6 126.0 3836 8.10%
57 UL Heldings UL 464.3 77.2 308 46.7 10.06%
48 Unjsource Encrgy UNS 580.1 7.5 391 58.4 B45%
59 Unitd Corp uTL 100.3 132 45 ay 867%
50 Vettren Corp VWG 1.233.7 218.2 760 1432 11.81%
&1 Westar Energy WR . 1,826.0 2322 53.8 88,4 9.22%
52 Wiimington Capita! b WCMATO 20.0 o0 0.0 © 00 0,10%
53 Wisconsin Energy WEC 3,008.0 564.1 2164 337.7 10.80%
84 Xcsl Energy KEL 5,296.8 8704 294.5 5759 9.15%

Average _ 10.68%
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) Allegheny Energy

'AmencanEiec Pcwer

 Nami

Aliste -
Atliant Enesgy
Amaren Gorp:

Awsta Corp

CMS Energy Co
Conaolidated Edisan
Constellatidn Energy‘

Dominfon Resoumas "

DPLInG
DTE Energ\,i
Duke Eriergy -
Edizon |mamallona|
El Paso Elestic

Empire District Eiédrin Co

Energy East Gmp
Emesgy Com
Exelon Coip -
FirstEnergy Comp.’
Flatida Pubfic Uhii‘hes
Forfisine | -
FPLGoup
Great Plains Energy
Hawalian Elactric
IDACORP, inc,’
Integrys Energy-

ITC Holdings Corp

Maina & Marilifes Co

MPU Resources
MGE Energy
Misource In¢
Northeast Utliies
Northwaslam Com
Nstar

QOGE Enérgy

Ottei Tail Cotp .
Pepeo Holdings -
PG &E Corp -
Pinnacle Wast Capita

PHM Rasnurces -

Pexttand Genéral -
PPL Comp
Progress Energy -

Public Servives Enterpnam

Puget Ensrgy ind
Beana Corp
Sempra Eneray.
Sierra Pacific Res
Southemn Go
TECO Enargy

UL Hokdings
Unisource Lnemgy.
Unltil Gom
Vectien Corp
Westar Engrgy

Witmington Capital -

Wisconsin Energy
xoel Energy

Average

FPU .

FTS.TO

FPL
GXP
HE
DA
TEG
e

MAM

Mo
MGEE
Hi

N
HWE
NET
QGE
CTTR -
POM

. PCB
PNW

PNM
POR
PPL
PGN
PEG
PSD
8CG
SRE
3RP
50
TE
UlL
UNE
UTL
W
WR
WCNA, T

“WES

XEL

B C

L (e mllbos) o

. Tieker: .
" Symbol
CCAYE
. CALE
T LNT

Yoarond i Total. -
Cammon R
Equity ...
28T
CT426 01,1535
26625 i

2140 15489
T oeg9 . 16342
- 1884 3118
T1,81000 10,9740 - )
Tos22IXT . 8481
1,008.9 - 17805
S0 . 82120
" 8,862.0- [ 16,687.0
5,327.0 -10490.7 -
93000 228980,
SOBMT 24Tt
" 5,853.0 7. 12,8240
. 21,4800 . 30,687.0
78,2830 18,3750
6885 18218
. Eapz T 1,081
3,2080  7,108.7
7.8268 17,9024
10,133.0  22,185.0
8,977.0 47,8460
489 - . 98D
25850 71,6660
107360 - 22,0150
1,568.3°  2.704.8
12735 2018
1.207.3 23642
32327 55520
5831 20415
4248 704
25166  3,5781
4277 660.1
80766 108710
20083 59748
8230 1,8484
1,701.8 42482
$,680,9  3,0255
523.2 8821
50464 87530
8,545.0° 16,5750
3,531.6 55537
16819 28358
13180 28280
58360 - 12,747.0
84175 172520
7,2850 16,0414
2,52t9 52027
2,8530 50520
83150 13,0710
2,8068  7.1344
12,3370 27,608.0
20170 51754
4843 LECK
g901 22149
100.3 2628
12337 24781 .
18260 37383
w0 8y
30080  £3027 -
58,2058 12,7481

87308 126380 -
10,0780 243020 °

- 20
. 080
0.85
070
400
0.85
075
0,35
0.8%
0.8%
0.95
D.85

0.75
0.75
07%
0.50
0.95
1.06
0.45

0.95
0.95
0.o3
T 0.80
0.80.
1.00
1.28
0.75
1.10
G.90
0.70
0.45
0.60
0.90
045
- 2.80
105

{89




1 Electric Utilitles

2 Comparable Non-Utiities ~ * _1.08" 14 14% 1282% . .

3 Difference . 019" | 70% - 132%




. : wITTPL  HOTEL ‘ - szwiestwr- - . '33g o) ploysauy 7z

m S . ~ wodz - w0z ouds S uo‘m%.s.:_@en iz

S A wTT  wET atal w1+ 9t v mm_u__..i..coz w.%a;i aBeiony 0z

.- ) WP %3Gl ) (O sen gL ey .‘aeuwz,aoo&m%:-:oz‘n%%?2,

. wesel wasey %0SOL %BEL weren e bz 10800

, p . %50°9E %I WS0'SE S5y 4 Auediog : ‘ sy ,aH.mE&s_, il

| . .&X,E. s - WPEGL  %LOLE . 21 tveL ¥ x8J.150d Aunbg jo 1809 _Vgﬁ,@,en al

W,menaa...r Cowleor O weoe wsoe - S mul-eut .”.‘A“__._‘cw_,._nm.wouﬁwin_w;.m_‘

SRR g*..mw.m_, wewe . - waae weme £147, (@1 vk e o0 peBOM b

s wer wier . wles anmsay pag | Wealeken €l

Wil wew T sy weny b U 1) eomd Nipba 7l

.,mw.m.zw.v R 49908y LOG'¥RY'T LWt Duad (000%) fEKlED B0 L PUR-IBRA L1

. uo_wmwm.. 19908t A0LE2T Ligentt . t g oyga {o00g) Mt uoiwag Em..a,e,r 0%

: oof %IRTH %eETE - - %OSLL  WOSLL . WoEds  sWTeevy - .ﬂgoﬁ_%oﬂ_&_%nu 8
W L ugee L okzue Guriw C 0 ea _.mnnwuuﬂm_ai I
RN .. L EER R .o\im.p o WigL  ewesewped | - weGewoy L

oo _ . _ , et ’ 9BL'S gy, 40 Aynbg o 1500 Eﬂ_mi ]

: | | hx..mm.m_f ‘ rg-al . ...:.T,N.E Aunbg w0 Ewﬁxxmh.umom 5

_ R T S 99t _ ! Euris - ‘ | deudineL v

. - N B ) ” ’ ’ : ‘,.,,p.mm.mm‘ ) , ozeGE £h g sy ) Emm,xml_.miasv £

| : | E ‘ I EERIREVE : , Yesol szws “Aunbz %,Ewsm.sﬁ%_.wﬁm,w

T TR UT S R weg ‘ , | wzer  eweis - suomodoig by |

. Cronloe , Lo o _ o : sannic |
. ‘ e wayaeg - saedng Iamog WEHINOG  HORNAUIRIg IUnee
. . ComgQ  snqunon  AENM-UGH o] SPQWNE] | SuRe 3
; . 2o 3 2 a S 8- v
. 169}, SBUMLIRY oAISsa0XT ARUBDHIUBIS - SOIULIBMIT SININNS fence 0} Em;,ﬁ:_u@
: SeRinn CIuG 49v R -

- igempepg , : |

(kSIMQITT N 1




