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A.: 

Q: 

A: 

Q.: 

a. ; 

DIRECT TESTI[kIONY OF 

JAMES A. ELDER, P.E. 

BEFORE THE PUBLIC SERVICE COMMISSION 

REGARDING THE APPLICATION FOR CElITIFICATE TO PROVIDE 

WASTEWATER SERVICE IN 

CHARLOTTE COUNTY, FLORIDA BY 

ISLAND ENVIRONMENTAL UTILITY, INC. 

Docket No. 020745-SU 

\VliAT IS YOU11 NAME ANI) BUSINESS ADIIRISSS? 

My naine is James A. Elder, P.E. My bmiriess address is 6625 Mauna Loa 

Boulevard, Sarasota, Florida 34241. 

WEIAT IS YOllrli lNVOLVELb/lENT 'rVITXI ISLAND ENVIRONMENTAL U'IL'ILITY, 

INC.? 

I am a coiisiiltant and have been advising entities engaged in the water aiici 

wastewater indiistries for 14 years. 11 was engaged by Island Environmental 

Utility, Inc. (the Utility) in January, 2003, to provide engineering services, 

and to develop rates based upon the cost of the utility systeiiis and operating 

expenses. 

R Rl  E F 1,)' 1) E SC 11 I B E Y 0 LJK E D UC A T  I 0 N A N D Q U A LI FI C'A'I'%BNS. 

I hold a B.S.M.E. Degree from the University of Florida and am a Registered 

Professional Engineer in the State of Florida. I have been working in the 

water and wastewater industry since 1989. 
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Q :  

A: 

Q: 

A, 

Q: 

A: 

WHAT IS TIlE P U R P O S E  OF YOUR T E S T l h l O ~ Y ?  

The purpose of my testimony is to describe the financial condition of the 

Utility and discuss the financial ability of the Utility and its shareholders to 

deliver the wastewater services it is applying ibr. 

DOES TI1 E IJ'I'ILITY HAVE 'THE 1;INANCIAL ABILITY TO SERVE THE 

1' rw POS E I) AR E A ? 

Yes.  Because the Utility is not yet in operation, nor will it be, unless and 

until certi ficatetl by the Commission, i t  does not have financial statements 

based on ;~ctual upcratiotis. In its clay-to-day operations initially, the Utility 

will rely on the financial resources of its shareholders, Dean Beckstead and 

Jack Boyer. There are no written financing agreements with the Utility, 

however, and all permanent funding for the Utility will either come from the 

Utility's shareholders or through bank financing which will be guaranteed by 

the Uti 1 ity 's shareholders. 

The Utility has prepared a cost study showhg the basis for the Utility's 

proj ec ted i riveslriieiit , CIAC, cap ita1 s t riictwe, return on investment, 

expenses, revenues, and customer growth and demaiad at 80% and 100% of 

design capacity, the 01-cei-t~wk3 program provided by Commission Staff. The 

report is attached as Exhibit (IAE -1). 

WllA'1'  1s TIIE APPROPRIATE RETURN ON EQVl'I'Y FOR T l I E  UTILITY? 

I used the fo~-iiiula established by the Conmission in its Order No. PSC-03- 

0707-PAA-WS in Docket No. 030006-WS, attached as Exhibit (JAE- 
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2). As shown on Exhibit ( J A M ) ,  the result is lO.l%, which IS well 

w i t h i n  the range of 9.68% to 1 1.96% established by the Order. 

Q :  \vItAT A R E  T l I E  APPROPRIATE WAS’I’E\VATI:fi IL4‘TES A N D  CHARGES FOR 

THE l J i ’ i i d i i Y ?  

A: Exhibit (JAE-2) contains a cost study showing the basis for the Utility’s 

projected investment, CIAC, capital structure, return 011 investment, 

expenses, and customer growth and demand at 80%~ of design capacity, a 

revenue pro0 f, :incI tariff reflecting the proposed rates and charges for 

wastewater service. It reflects a base facility charge of$l8.82 per ERC, and 

a gallonage charge of $1 O,20 per 1,000 gallons with a maximum of 10,000 

gallons. Based on the seasonality of the residence, 1 believe that a base 

facility charge of $45.14 and a gallonage charge of $2.80 is more appropriate. 

Q: WHAT ARE7’11E APPIIQI’RIATE SERVICE i\V~~~Ir,n131L1‘I’yCIII-\RcES FOR TIfE 

UTI LITY? 

A: Exhibitp(JAE-l) d s o  contains acost study showing theUtility’sproposed 

service availability charges and related charges. It shows that a connection 

fee of $4,806 per EKC is appropriate. Ofthis, $830 is the plant portion of the 

Englewood Water District’s capacity fee. 

Q: ]C-IAVE YOU PREPARED A MAP OF T H E  PROPOSEI) COt,LEC‘I’ION SYSTEM? 

A: Yes.  Attached to illy testimony as Exhibit --- (JAE-3) is a map showing the 

proposed location of the collection system. 

Q: DOES I’IlAT CONCLUDE YOUR TESTIMONY IN THIS DOCKET? 
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EJEF'OXZ THE-FI,ORIDA PLBLIC SEZVLCE COMMISSION 

In r e :  b k t e r  and  wzlstewater 
industry annual reestablishment 
of a u t h o r i z e d  range of r e t u r n  on 
common equity for water and 
wastewater utilities pursuant  to 
Section 3 6 7 . 0 8 1  (4.) ( f ) ,  F . S .  

DQL':KST NO. 030806-WS 
ORDER NQ. PSC-03-0707-P.A-?4-'JS 

, ISSUED: June 13, 2083 

The following Commissioners participated in the  disposition of 
this matter: 

LILA A .  JABER,  Chairman 
J. TERRY DEASON 
BWULXO L. BAEZ 

RUDOLFH "2LJDY" BRQLEY 
C U R L E S  M ,  DAVIDSQN 

NOTICE OF PROPOSZD AGENCY ACTION 
ORDER ESTABLISHING AUTHORIZED RANGE OF RETURNS ON 
COMMON EQUITY FOR WATER AND WASTEWATEX UTIZITIE~ 

BY THE COMMISSION: 

NG'I'IC2 is hereby given by t h e  F loz ida  Public Se-.Jice 
Commission that t h e  actxion discussed here in  is preliminary in 
natuzz  anti w i l l  become f i n a l  unless a person vJhose i n t e r e s t s  are 
s u b s t a n t i a l l y  affected f i l e s  a petition f o x  a formal proceeding, 
p u r s u a n t  to R u l e  2 5 - 2 2 . 0 2 9 ,  Florida Administrative Code. 

Section 3 6 7 . 0 8 1  ( 4 )  ( f )  , Florida Statutes, authorizes the 
Commission to establish, not: less than once each year,  a leverage 
formula to calculate a rezsonable range of returns on equity f o r  
water and w2stewater utilities. In Docket No. 020006'-WS, the  
Commission established the  c u r r e n t  leverage fornula by Order No. 

CO-WS, issued Septerr-her 11, 2 0 0 2 ,  made final the levera.;e fo rmula  
methodology. T h i s  Order  utilizes t h e  cc r r en t  leverage formula 
methodology, with updated f i n a n c i a l  data, as set f o r t h  in Ordex No. 
PSC-01-2514-FOF-WS, uhich uses returns on equ i ty  from financial 

PSC-02-0898-PAA-WS, issued on July 5 ,  2 0 0 2 .  Order No. PSC-02-1252- 
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models based upon an index o€ natural gas utilities. We h@Xeby 
approve the following leverage formula: 

Return on Common Equity = 8.16% + l.S18/E<uity Ratio 

Where t h e  Equity Ratio = Common Equity 
E q u i t y  + Long-Term and S h o r t - T e r m  Debt) 

( C Q ~ ~ O I I  Equity + Preferwed 

Range: 9 ~ 3 8 %  0 100% equity to 11.96% @I 4 0 %  equity 

We note that t h e  leverage formula depends on four  basic 
assumptions listed below: 

1) Susiriess r i s k  iS similal: f o r  a11 XAW utilities. 
2)  The cost of equity is an exponential function of Lhe equi ty  
ratio. 
3 )  T h e  m x g i n a l  weighted average cost of investor capital is 
c o n s t a n t  over th? equity ratio lrafige of 40% to 100%. 
4 )  T h e  cost rate at an assumed Moody‘s B a a 3  bond rating, plus 
a 5 0  basis point private placemenr, prernium and a 5 0  basis 
point small utility risk premism, represents t h e  average 
marginal cost of debt  to a Flo r ida  WAW utility over an equity 
rstio range of 4 0 %  to 130%. 

For th2se reasons, the leverage formula is assumed to be 
appropriate for t h e  average  Florida WAW utility. 

The leverage formula relies on t w o  r e t u r n  on equity (ROE) 
models and several adjustments for differences i n  r i s k  and debt 
cos t  in order to conform the  r e s u l t s  of the models to the average 
Florida WAW utility. Both  models iriclude a f o u r  percent adjustxnen? 
for flotation costs. T h e  models a r e  2s fo l lows :  

A Discotinted Cash F l o w  (DCFJ madel applied to an index of 
natur-a1 gzs utilities (NG)  t h a t  have p u b l i c l y  traded stock and 
a r e  followed by t h e  V a l u e  L i n e  Lnvestment Survev (Value Line). 
T h e  DCF model Fs an annual model and uszs prosgectfve growth 
rates. 

A Capital Asset Pricing Model (CAPM) using a market return fo r  
companies followed by &;ue LiRe, the average y i e l d  on the 
Txeasury’s long-term bonds p r o j e c t e d  by the B l u e  Chip 
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Financial Forecasts, and the  average b e t a  of the index of NG 
utilities. The market return i s  adjusted to assume a 
quarterly model by adding 2 0  b a s i s  p o i n t s  to the result. 

The indicated r e t u r n s  of the above models are averaged and the 
resulting estimate is ad jus t ed  i n  the following manner: 

A bond y i e l d  differential of 44 basis p o i n t s  to r e f l e c t  the 
difference in yields between an A/A2 rated bond, which is the 
average bond rating f o r  t h e  NG utility index, and a BBB-/Baa3 
ra ted  bond. Florida WAW u t i l i t i e s  a r e  assumed to be 
comparable to WAW companies with the lowest investment grade 
bond rating, which i s  B a a 3 .  T h i s  ad jus tment  compensates f o r  
the difEerence between the credit: quality of "A" ra ted deSt 
and t h e  'cred.it quality of the m i r , i m u m  investment grac?e r a t i n g .  

A privzte placement ?,remiurn or' 50 basis p a i n t s  i s  added to 
re f lec t  the diffelrence in yields on publicly t r a d e d  debt and 
privately placed debt, which is illiquid. Investors require 
a premium f o r  the Jack O E  liquidity of privately placed debt. 

A small utility r i s k  premium of 50 basis points is added to 
rer'lect t h a t  the average F l o r i d a  WAW utility is t o o  small to 
quali€y fcr  p r i v a t e l y  placed debt. 

A f t e r  t h e  above adjustments a re  a.ade, the resulting cost of 
e q u i t y  estimate i s  included in khe average capital s t r u c ' s u r e  for 
the NG u t i l i t i e s .  The cost of equity is determined at a 40% equity 
r a t i o  and the leverage formula is derived. The l e v e r q e  f o r m u l a  
der ived using the c u r r e n t  methodology w i t 1 1  updated financial da ta  
is presented in Attachment I, 

Based on t h e  foregoing, it is 

ORDERED by t h e  Florida Public Service Commission thar: the 
l e v e r z l g e  formula mzthodology, summarized herein arid in Attachment 
1, used to ca lcu la te  a range of returns on equ i ty  for w a t e r  and 
wastewater utilities, is hereby approved. It is €urthel :  

ORDERED t h a t  Attachment 1 is here in  incorporated by r e k r e n c e .  
It is f u r t h e r  
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ORDERED that returns on common equity a r e  hereby capped at 
11.96 percen t  f o r  a l l  water and w a s t e w a t e r  utilities with equity 
ratios of less t h a n  4 0  percent in order to discourage impnudent 
financial risk. It is f u r t h e r  

ORDERED that t h e  provisions of this Order, issued as proposed 
agency a c t i o n ,  shall become final and effective upon the issuance 
of a Consummating Order unless an appropriate p e t i t i o n ,  in the form 
provided by Rule 2 8 - 1 0 6 . 2 0 1 ,  F l o r i d a  Administrative Code, is 
received by the Direc to r ,  Division of t he  Commission Clerk and 
Administrative Services, 2 5 4 0  Shumard Oak Boulevard,  Tallahassee, 
F l o r i d a  3 2 3 9 9 - C 8 5 0 ,  by the 
in the "Notice of Further 
further 

ORDERED 
docket shall. 
in capital 

t h a t  in the  
yemain open to 
c o s t s  and to 

close of business ora t h e  date set fo r th  
Proceedinss" attached hereto. It is 

event this Order  becomes 
allow aur s t a f f  to monitor 

final, this 
the movement 

readdress  the reasonableness of the 
leverage formula as c o n d i t i o n s  warran t .  

By ORDER of the Florida Public Service Commission t h i s  93th 
Day or' J u n e ,  2 0 0 3 .  

a"CA S .  S P - U ~ ,  Cixector 
Division of the Commission Clerk 
and Administrative Services 

Bureau of Records  and Fearing 
Se lrvi c e s 

( S E A L )  

AZV 
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NOTICE 3 F  FURTHZR PROCEEDINGS OR JUDICIAL EIEVIE'VJ 

The F l o r i d a  Public Service CommissioE is required by Section 
120.569(1), Florida Statutes, to notify parties of any 
administrative hearing that is available under Section 1 2 0 . 5 7 ,  
Florida S t a t u t e s ,  as well as the procedures and time limits t h a t  
app ly .  This notice should not be construed to mean a l l  requests 
f o r  an a d m i n i s t r a t i v e  h e a r i n g  will be g r a n t e d  or- result i n  the 
r e l i e f  sought. 

Mediation may be available on a case-by-case basis. If 
mediation is conducted, it does ~zot affect a substantially 
interested person's r i g h t  to a hezzing. 

The ae?t"ion proposed herein is g)reliminary in n a t u r e .  Any 
person whose substantial interests are  a f f ec t ed  by t h e  action 
proposed by this o r d e r  may f i l e  a petition for a formal. proceeding, 
in the form provided by Xule 2 8 - 1 0 6 . 2 0 1 ,  Flo r ida  Administrative 
Code. This petition must be received by the D i r e c t o r ,  Division of 
the  Commission C l e r k  and Administrative Services, 2 5 4 0  Shumard Oak 
Boulevard, Tallahassee, Florida 3 2 3 9 9 - 0 8 5 0 ,  by the close of 
business on July ~- 2 0 0 3 .  

In the  absence aE such a petition, t h i s  order sh2l.l become 
final and effective upon the issuance of a consummating Order .  

Ar?y objection or protest filed in this/these docket(s) before 
the issuance date of this olrder is considered abar,doned u d e s s  it 
satisfies the foregoing conditions and is renewed within the 
specified protest period. 
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Attachment 1 
Page 1 of 6 

SUMMARY OF RESULTS 

I- Leveraqe Formula U p d z ~ g  

(A) CAPM XOE for Natural G a s  Index 

( B )  DCF ROE f o r  Naturzt l  Gas Index 

AVERAGE 

Eond Yield Differential 

Private Placement Premium 

S r m l l - U t i l i t y  3isk Premium 

Adjustment to Reflect R e q u i r e d  Equity 

Return at a 4 0 %  Equity Ratis 

Cast of Equity f o r  Average Florida WAW 

Utility at a 4 0 %  E q u i t y  Ratio 

Ur>dated C u r r m t l y  
Results in E f f e c E  

9 . 5 3 %  8 . 9 3 %  

--- 

1 0 . 7 4 %  18.13% 

10 0 13% 9 . 5 3 %  

“ 4 4  % .do% 

m 5 0 %  . S O %  

. S O %  . 509  

.17% - . 3 8 %  

-- 1 1 . 9 6 %  

---- 2 0 0 2  Leverase Formula_ ( C u r r e n t l y  in sf tect) 

R e r u m  on Common EGuity - - 9 . 6 5 %  + .582/ER 

Ran9e of Returns on Equity = 1 0 . 2 3 %  - 1I.10% 

I h  D 10% - 

20.03 Leveraue Formula (Approved) 

Return on Common Equity - I 8 . 2 6 %  i 1.518/ER 

gange of Returns on Eauity = 9.68% - 11.95% 
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Attachment 1 
Page 2 of 6 

Marginal Cost of Investor C a p i t a l  
Averaqe  Water and Wastewater Utility 

Weighted 
Marg i na 1 Marginal 

CaDital ComDonent Ratio Cos t  Rate Cost Rate 

C o m n o n  E q u  i t y 
Total Debt 

4 4 . 4 8 %  11.57% 5 15% 
5 5 . 5 2 %  8.16% * 

P O O . O S %  
4 - 5 3 %  
9 . 6 8 %  
-- 

A 4 0 %  equity ratio is the f l o o r  for calculating the required return 
on common e q u i t y .  The r e t u r n  on equity at a 4 3 %  equity r a t i o  is 
8 . 1 6 %  + 1.518/.40 = 11.36% 

Marginal Cost  of Investor Capital 
averace Water Ec 5esCLewr3.ter U t i l i ~ ~ ~  at 4 0 %  E c u i t v  Ratio 

Common Equ i t y 
Totzal Debt 

Marginal 
Razio --__I_ Cost Rate 

Weighted 
Ma 1-9 i na 9. 
Cost R a t e  
-I____ 

4 0  e 0 0 %  11.96% ~ 7 8 %  
6 0 . 0 0 %  
100 I O O %  

4 I 9 0 %  
9 6 8 %  

8 . 3 6 %  * l l l x  

Where: ER = Equity R a t i o  = Common Equity/(Common Equity + Preferred 
Equity + Long-Term Debt i Short-Term Debt) 

* 
Assumed Baa3 rate for  March 2003  p l u s  a 5 0  basis point p r i v a t e  
placement premium afid a 5 0  b a s i s  point small utility r i sk  
premium. 

Source: Moody's C r e d i t  Perspectives 
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Attachment 1 
Page 3 o f  6 

ANNLJAL BISCOIPNTED CASH FLOW MODEL 

INDEX NATURAL GAS 1N 0 EX MARCH 
VALUE LINE ISSUE: Ed. 3 - MARC14 21,2003 

COMPANY DlV l  DIV2 DIV3 D1V4 EPS4 ROE4 G R 1 4  GR4+ HI-PR LO-PR AVER-PR 

AGL WSOURCES 
ATMOS EN€RGY 
CASCADE H A T U U L  GAS 
LACLEDE GAS 
SlCOR. ISC. 
KOR'THWEST NATURAL GAS 
PlEDMONT NATURAL GAS 
SOUTHLS'EST GAS 
WGL HOLDNGS 

1.08 1.08 
1.22 1.25 
0.96 0.97 
1.34 1.35 
1.94 2.04 
1.28 1.30 
1.72 1.78 
0.82 0.82 
1.29 1.30 

AVERAGE 

1.08 1.m 2.10 
1.29 1.32 2.20 
0.97 0.98 1.75 
4.36 1.37 1.85 
2.14 2.24 3.60 
1.31 4.33 2.40 
1-84 1.90 3.15 
0.82 0.82 2.15 
1.32 1.33 2.40 

12.00 
15.00 
4 5.00 
10.50 

11.00 
16.50 
1o.ou 
12.00 

I 8 . o ~  

-- 

1.0000 

1.0069 
1.0074 
I .0491 
1.0129 
1 a 3 3 7  
1.0003 
1 .OIOZ 

1.0266 

-- 

9.0583 
1.0600 
II ,0660 
I .0272 
11.0680 
1.0490 
1.0575 
1 .a61 9 
1 .(I535 

1,2944 1.3202 1.3469 q.3744 2.40 13.4111 1.0163 1.0559 
t.4530 

23.70 
21 .go 
9 9.63 
23.96 
3 1.85 
25.72 
35.88 
20.89 
26.96 

S&P STOCK GUIDE: Apri l  2003 with March Stock Prices 

t price w/four Percent Flotation Costs 23.4203 Annual 10.74% ROE 

1.1929 1.0987 1.0?23 0.9383 49.1780 
23.4203 

- $ 2 3 . 4 2  - 

1 0 . 7 4 %  - 

March 2 0 0 3  zverage stock pr ice  with a 4 %  flotztion 
cost 0 

Cost of e q u i t y  required to match the c u r r e n t  stock 
price with the expected cash flows. 

22.03 
20.85 
18.20 
21.90 

24.1 3 
33.53 
19.30 
25.00 

23.70 

22.865 
21.375 
18.91 5 
22.930 
27.775 
24.925 
34.705 
20.095 
25.980 

24.396 

Sources:  
1. Stock Prices - S&P Stock Guide, A p r i l  2003 Edition. 
2 .  DPS,  EPS, ROE - Value L i n e  Zdition 3 ,  March 21, 2 0 0 3 .  
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CaDital A s s e t  Pricinq Model Cost of Euuity for 
Water and Wastewater Industry 

_I - 

CF-PM analysis formula 

K 

!< 

R F  

Beta = 

MR 

Rr" + E e t a ( M R  - RF) 

Investor I s requi red  r a t e  of return 

R i s k - f r e e  r a t e  ( B l u e  C h i p  forecast f c r  Long-term Treasury  bond) 

Measure of industry-specific r i s k  (Average f o r  water Utilities 
followed by Value L i n e )  

9 . 5 3 %  = __ 5.34% + .68(11.17% - 5.34%)+ .20% 

N o t e :  We calculated the market return using an annual DCF 
d i v i d e n d  paying stocks fallowed Ly Value L i n e .  For March 
10.97%. 
T h e  resultixg marke t  r e t u r n  is 11.17%. 
rescit to allow f o r  a four-percent flotation cost. 

we have added 20 basis points to allow for t h e  quarter ly  compounding of dividends. 
h'e have a l s o  added 20 basis p o i n t s  to t h e  C A W  

model for a l a r g e  number of 
2 0 0 3  stock pr i ces ,  the r e s u l t  was 
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BOND YIELD DIFFERENTIALS 
Public Utiflty Long Term Bond Meld Averages 

Long-Term Corporate Bond Yield Averages 
for AVQ. Public Utllity 

120 Month 
AvoraOc - 
MONTHNEAR 

Mar-2003 

Jan-2003 
De c -2002 
N OV-2002 
Oct-2002 
s e p-2002 
AUQ-2002 
J u I -2 002 
J un-2002 
M ay-2002 

Mar -2002 

J an-2002 
Dec-2001 
Nov-2001 
Oct-2001 

Fob-ZQOJ 

Apf-2002 

Feb-2002 

SQp-200t 
Aug-2001 
Jut-2001 

Jun-ZOO? 
May2001 

Mar-2001 

Jan-2001 
Dec-2000 
NOV-2000 
Oct -20 00 
Sep-2000 
AUQ-2000 
J U I  -2000 
J un -20 00 
May-2000 
Apr-2000 
Mar2000 
Feb-2000 
Jane2000 

Apr-20 0 1 

Feb-2001 

0.1 103 

A2 SPREAD 

6.39 0.09 
6.93 0.08 
7.66 0,14 
7.07 0.1 8 
9.14 0.21 
7.23 0.26 
7.08 0.1 8 
7.17 0.1 9 
7.31 0.26 
7.41 0.28 
7.52 0.27 
7.57 0.23 
7.7 6 0.1 9 
7.54 0.21 
7.66 0.4 6 
7.83 0.1 5 
7.57 0.1 3 
7.63 0.1 3 
7.75 0.1 2 
7.59 0.1 2 
7.7 B 0.09 

7.99 0.04 
7.94 0.04 
7.68 0.06 
7.74 0.07 
7.80 0.06 
7.84 0.06 
i3.i 1 0.05 
8.1 4 0.05 
8.23 0.03 
a.13 0.04 
8.25 0.03 
8.36 0.04 
8.70 0.05 
8.3 5 0.02 
8.28 0,04 
8.25 0.03 
8.35 0.02 

9.85 \o.m 

0.1 103 0.1 -I 03 

A3 SPREAD Baal SPREAD 

6-88 
7.01 
7.20 
7.25 
7.35 
7.49 
7.26 
7.36 
7.57 
7.69 
7.79 
7.80 
7.95 
7.75 
7.82 
7.98 
7.70 
7.76 
7.87 
7.71 
7.87 
7.9 1 
8.03 
7.98 
7.74 
7.81 

7.90 
8.1 6 
8.1 9 

8.1 7 

0.40 
8.75 
8.37 
8.32 
8.28 
8.37 

7.86 

8-26 

8.28 

0.09 
0.08 
0.1 4 
0.1 8 
0.21 
0.26 
0.1 8 
0.19 
0.26 
0.28 
0.27 
0.23 
0.1 9 
0.21 
0.1 6 
0.1 5 
0.1 3 
0.1 3 
0.1 2 
0.1 2 
0.09 
0.06 
0.04 
0.04 
0.06 
0.07 
0.06 
0.06 
0.05 
0.05 
0.03 
0.04 
0.03 
0.04 
0.05 
0.02 
0.04 
0.03 
0.02 

6.96 
7.09 
7.33 
7.43 
9.55 
7.74 
7.44 
7.55 
7.82 
7.97 
8.06 
8.02 
8.1 3 
7.97 
7.97 
8.1 2 
7,83 
7.89 
8.00 
7.83 
7.9 6 
7.96 
8.07 
8.02 
7.79 
7.87 
7,93 
7.95 
8.20 
8.24 

8.21 
8.3 0 
8.43 
8.81 
8.38 
8.36 
8.30 

8.29 

8.30 

0.09 
0.08 
0.14 
0.1 8 
0.21 
0.26 
0.1 8 
0.1 9 
0.26 
Q.2B 
0.21 
0.23 
0.1 9 
0.21 
0.1 6 
0.1 5 
0.1 3 
0.13 
0.4 2 
0.1 2 
0.09 
0.06 
0.04 
0.04 
0.06 
0.07 
0.06 
0.06 
0.05 
0.05 
0.03 
0.04 
0.03 
0.04 
0.05 
0.02 
0.04 
0.03 
0.02 

0.1103 

Baa2 SPREAD 

7.05 0.09 
7.17 0.08 
7.47 0.14 
7.61 O.% B 
7.76 0.2% 
8.00 0.26 
7.62 0.1 E 
7.74 0.19 
8.08 0.26 
8.25 0.28 
8.33 0.27 
8.25 0.23 
8.32 0.1 9 
8.1 8 0,21 
8.1 3 0.1 6 
8.27 0.1 5 
7.96 0.4 3 
8.02 0.1 3 
8.12 0.12 
7.95 0.1 2 
8.05 0.09 
8.02 0.06 
8.1 I 0.04 
8.06 0,04 
7.85 0.06 
7.94 0.07 
7.99 0.06 
0.01 0.06 
8.25 0.05 
8.29 0.05 
8.32 0.03 
8.25 0.04 
8.33 0.03 
8.47 0.04 
8.86 0.05 
8.40 0.02 
8.40 0.04 
8.33 0.03 
8-40 0.02 

Baa3 

7.14 
7.25 
3.66 
7.79 
7.97 

7.80 
7.93 
8.34 
8.53 
8.60 
8.48 
8.51 
8.39 
8.29 
8.42 
8.09 
8.1 5 
8.24 
8.07 
8.14 
B.08 
0.15 
8.10 
9.91 
8.09 
8.05 
8.07 
8.30 
8.34 
0.35 
8.29 
8.36 
8.51 
8.91 
8.42 

8.36 
8.42 

8.26 

8.44 

Source: Moody's Credit Perspectives 
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INDEX STATISTICS AND FACTS 

S & P  V/L Market: Value 
Value L i n e  Listed Bond B of Capital Equity L i n e  

Gas Utilities --- Rating Gas Rev. (billions) Xatio Beta 

A- 5 6 %  1.30 4 3 %  0.75 AGL RESOURCES 

0.60 ATMOS ENERGY A- 99% 0.95 39% 

CASCADE NATUP-A-L GAS B B a +  100% 0 . 2 0  4 2 %  0.65 

LACLEDE GROUP, A t  74 % 0.43 4 1 %  0.60 

NICOR, INC. AA 81% 1.10 52% (3.90 

A 97% 0 . 6 8  4 8 8  0.60 NORTHNEST NAT. GAS 

PIEDMONT NAT. GAS A 6 3  % 1.10 54% 0 . 7 0  

SOUTXdEST GAS COZP. 

WGL EOLDINGS 

BBB - 84 % 0.65 3 3 %  0 . 7 0  

m- 6 0 %  1.20 48% 0 . 6 5  -.. 

Ave-La5.e : A 4 4 . 4 8 %  0.68 

Source : 
Value Line Edition 3 ,  March 2 2 ,  2 0 0 3 .  
S . E . C .  Form l O Q  And 10K For Companies 
C . A .  Turner Utilities R e p o r t  May 2003 
Standard  and  Poor '  s Ratings Direct Website 
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