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Aaa Utility 
Aa Utility 
A Utility 
Baa Utility 

Prime Rate 

Commercial 

Paper (30 day) 

Long Term 
Treasury Yield 

Consumer 
Price lnd81C 

GNP DellaiOI' 

S&P500 

Jj§lill 

9.52Ctb 
9.~ 

10.1<* 
10.5:Nl 

8.1<* 

6.70CMI 

8.70CMI 

.li§1{!} 

3.7<* 

3.~ 

Dow Jones lnd~rlal Average 

Dow Jooas Utility Average 

Annual Average~ 
1R1l 

10.05~ 

10.2&Mt 
10.4~ 

1t.O<M 

8.44~ 

7.7~ 

9.04~ 

Annual Avw.gM 

~ 

4.10CMI 

3.~ 

(1) Moody's Bond Survey, 5121/90 
(2) Blue Chip Ananclal Forecuta, May 1. 1990 

(3) ~ change from prior yea,. 
(4) Value Une, 4120190 

!Nit;tfi! RATES 

Average Third 

April Ouartlf 

1D1l 1&1l ~ 

8.~ 9.~ 

8.~ 9.81~ 

8.7N 9.8N 9.~ 

9.9N 10.1~ 

10.8:Nl 10.0<M tO.O<M 

9.05- 8.~ 8~ 

8.51~ 8.74~ 8.60IMI 

INFlATION RA!ES(3) 

Lateet Third 
Actual(2) Quarter 

~ ~ .lmil 

4.8C* 8.~ 4.1<* 

4.~ 5. 70!MI 4.0<* 

SIOO< MARKET PERfORMANCE 

1?/31188 12/29{89 

2n.12 353 ... 

2168.57 2753.4: 

186.28 235.04 

(5) Not annualized. perc.nt change sinctlht beginning Of the year 

(6) Wall Street Journal, 51301'90 
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Blue Chip Forecast 
Fourth First Second 

Ouarter Quarter Quarter 

~ ~ ~ 

9.80% 97~ 9 70% 

9.~ 9 90'MI 9~ 

81(~ 810% 610% 

8.50CMI 8.4QCM. 8 ... 0% 

Blue Chip FOfecast 
Fourth F11st Second 
Quarter Quarter Ouarter 

1mll .lmifl ~ 

4.~ 4.40% 4 .~ 

4.0<* 4 10% 4 00% 

Percent Percent 

~ ~ Change(S) 

27 25% 360 86 2 11% 

26.96~ 2878 56 4 55% 

26. 18'141 21215 -9 74% 



~liP ANY 
ALLEGHENY POWER 
BALTIMORE G&E 
CONS. EDISON 
DUKE POWER 
IOWA ILL. G&E 
I PALCO 
KANSAS P&L 
NORTHERN STS. 
OKLAHOMA G&E 
ORANGE & ROCK 
SCE 
SOUTHWEST P.S. 
~ 
Averag~ 

Dividend 
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Two-Stage, Annually Compounded 
piscounted C§sh Flow Analysis 

EXPECTED AVERAGE 
EXPECTED DIVIDEND STOCK 

***EXPECTED DIVIDENDS*** EPS ROE GROWTH PRICE 

lln .u.n ll2.2. llll llll .1.2.2.}. 122~+ AfB 9Q 
3.20 3.30 3.40 3.50 4.60 13.50 1.0323 38.000 
2.18 2.33 2.48 2.65 3.90 13.50 1. 04 3 3 29 . 375 
1.82 1.91 2.00 2.10 2.90 13.50 1. 0372 25.125 
3.20 3.38 3.56 3.76 5.85 13.00 1.0464 53.875 
3.34 3.39 3.45 3.50 4.50 12.50 1. 0278 43.188 
1.80 1.88 1.96 2.05 2.75 12.50 1. 0318 24.313 
1.80 1.85 1.90 1.95 2.75 13.50 1. 0393 22 . 250 
2.28 2.38 ~.49 2.60 3.75 13.50 1.0414 34.625 
2.51 2.60 2.70 2.80 3.50 15.00 1.0300 34.525 
2.35 2.45 2.55 2.65 3.80 13.00 1.0393 30.000 
2.62 2.73 2.84 2.95 4.15 14.00 1.0405 36.750 
2.20 2.28 2.36 2.45 2.75 15.00 1.0164 28.438 
la§l la7Q L..i.Q L..2.Q ~ l~.~Q l.Q~§§ ,~.,5Q 

2.38 ~ ~ ~ l.& 13.62 1.0363 33.9856 

The cost of equity is calculated using a Two-Stage, Annually 
Compounded Discounted cash Flow Model: 

n 
P0 * (1-fc) c l: DtJ(l+k)t + (Dp*(l+gn)/(k-gr.) * (1/(1+k))n 

tel 

Solving the above equation tor k using: P0 - $32.9856, fc 
n • 4 

Provides a cost of common equity of: 11.285% 

3% , and 

1. Data obtained or calculated from information pruvided in ~ue Li ne 
Ratings and Reports,Ed. 1, 3/23/90, Ed. 5, 4/22/90, and Ed. 11, 3/2/90 . 

2. The average stock price is the average or the high and !ow stock price 
for April 1990, S&P Stock Guide, May 1990. 
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Ke = Risk Premium + Expected Risk-Free Rate + Bond Yield Differential 

Ke - 3.165 + 8.475 

Ke • 11.651 (Rounded) 

1. The expected risk-tree rate is the forecasted long-term treasury 
yield obtained from "Blue Chip Financial Forecast", June 1, 1990. 

2. The bond yield differential is based upon the difference between 
Aa2 and A2 bonds. 
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I 

ESTIMATED MONTHLY IUSit PREMIUMS 

AAJN. El.EC'Ta1C UTILITY INDEX 
JUHB 1910- MAY 1990 

Colt o( Ilia 

~Wiy FIW 
YEAR MONTH Elocttil: Rae 

1980 JUN IS.912 IO.ISO 

JUL IS.47S 97~ 

AUO IS 73S 10 200 

SEP 16 37S 10.940 

OCT 16.314 11 .360 

NOV 16923 II 630 

DEC 17.492 12 300 

1981 JAN 173S4 12 3SO 

FEB 17 ISO 12.0SO 

MAR 1710S 12.610 

APR 17.S72 12 S90 

MAY 17.630 13 010 

JUN 17 793 13~ 

JUL 16 890 128~ 

AUO .7.095 13 490 

SEP 16.84S 14 oso 
OCT 17.210 14.S90 

NOV 17.220 14 S90 

DEC 16.SI3 13.010 

1982 JAN 16.4SO 13.280 

FEB 16.7SO 14.160 

MAR J6.S46 14 070 

APR 15.817 13 370 

MAY IS.627 13W 

JUN IS 650 13 oso 
JUL 16 ()30 13 750 

AUO 16 263 13 400 

SEP IS 86S 12 ~ 

OCT JS.J02 11860 

NOV IS.<>S8 10~ 

DEC IS.3S4 10 460 

1983 JAN IS.SS-4 10.600 

FEB IS.2S7 10 640 

MAR JS.JSO 10.190 

APR 14.UO 10 6SO 

MAY 14.9o46 10.490 

JUN 14 a.60 10 S20 

JUL 14.846 10.9SO 

AUO IS.080 II~ 

SEP IS 133 11710 

IWk 

Premium 
s 762 

s 735 
S SJS 
s 435 

49S4 

s 293 

5 192 

S.004 

s 130 

5 125 

4 982 

45SO 

4 353 

4 070 

3605 

2 795 

2 .690 

2 .630 
3.4)) 

3. 170 

2S90 

2 476 

2 447 

2 387 

2 600 
2280 

2 863 

3325 

3 442 

4 218 

4 .894 

4 .9&4 

4 .647 

4 .460 

4 .230 

4 4S6 

4 140 

3896 

3 640 
3 ~53 
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ES'I'DUTBD NONTHL Y IUSK PllEMIUMS 

COilol .. ..., F,.. 
MONTH ~ Ra&t 
OCT t4.m II 620 

NOV 14.ll0 II.S~ 

DEC 13.970 II 610 

19&4 JAN 14.220 II 110 

FEB 14.31S II .~ 

MAR 14 764 11.110 

APR 14.160 12 210 

MAY 14.970 12.510 

JUN 15.041 1".320 

JUL IS 330 13.430 

AUO 15. 191 13.2.40 

SEP 14.195 12 630 

OCT 14 490 12.340 

NOV 14.027 12.000 

DEC 14.0SI II SSO 

1915 JA.N 13.914 II 510 

FEB 13.191 11 .460 

MAR 14.050 11.560 

APR 13.902 11.920 

MAY 13.522 II .SSO 

JUN 13.360 11 .080 

JUt 13.056 10.480 

AUO 13.340 10.620 

SEP 13.136 10.700 

OCT 13.132 10.780 

NOV 13.714 10.660 

DEC 13.414 10 190 

1916 JA.N 12 926 9 610 

FEB 12.110 9 590 

MAR 12.405 9260 

APR I 1.934 I ISO 

MAY I 1.975 7.580 

JUN 11 .177 I 130 

JUL 11.632 1270 

AUO •• . 036 7.UO 

SEP 10.613 7 740 

OCT 10.991 I 100 

NOV 11 .094 1 .060 

DEC 10.961 7.1J;() 

1917 IAN 10.731 7 660 

FEB 10.649 7.620 

MAR 10.791 7.710 

APR 11.000 7.640 

MAY II 652 1.350 

JUN I 1.661 I ISO 

JUL 11 .371 1 .670 

Riat 

PremDu.1l 
3 103 
2.610 
2 290 
2 410 

273S 

2.9Sol 

2.580 

2 .390 

1121 
I 900 
I 951 

2 265 

2 ISO 
2 027 

2 SOl 
2 474 

2.431 
2490 

1.912 
1.972 

2 .210 
2 .576 

2 .no 
3.136 

3 052 

3 124 

3 294 

3.246 

32:20 
3 145 

3714 
4 395 
3 747 

3 362 
3 156 
2 943 

2191 

3034 
3. 141 

3 071 
3.029 

3 011 

3.360 

3 302 
2 Ill 

2.701 
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BS'1'1MATBD MONTHLY IUSit ..sMIUMS 

Callol Rill ..., p,.. 

YEAR MONTH EJectric ..... 
AUG 11.51~ 1170 

SEP 11.453 9.060 

OCT 11.417 9.670 

NOV 11.925 9.130 

DEC 11.717 9 .100 

IIIU JAN 12.000 9 .230 

FEB 11.692 1.930 

MAR 11.435 UIO 

APR 11.632 1 .640 

MAY 11.911 1 .970 

JUN 11.932 9300 

11JL 11416 9.110 

AUG 11 174 9 .210 

SEP I I PO" 9.420 

OCT 11.120 9 .140 

NOV 11.690 1 .960 

DEC II. 7'90 9.090 

1919 JAN 11.710 9 .100 

FEB 11.715 9 .050 

MAR 11.964 9 150 

APR 11.122 9 310 

MAY 11.792 9. 170 

JUNE 11 .572 11.910 

JUL II.ISO 1.370 

AUG 11 .031 1. 160 

SEPT 11 .003 1.230 

OCT 11.111 1.290 

NOV 11.255 1 .120 

DEC 11.036 1 .000 

1990 JAN 10.696 1.000 

FEB 10.936 1.370 

MAR II 162 1 .630 

APR 10.996 1 .730 

WAY ll.liS 1.920 

AVERAOB 

IWt 

Ptuailua 
2 74S 
2 )9) 

I 107 
2 .19S 

2 .617 

2 .170 
2 .762 

2 .9SS 
2992 

2 948 

2 632 

2 316 

2494 
2 487 

2 610 
2 730 

2 700 

2 610 

2 .13S 

21114 
2.SI2 

2622 
2.642 
2 710 

211711 

2 n3 
21128 
3 13S 

3.036 

2.696 

2 S66 

2.Sl2 
2 313 

2.36S 

3. 16S 
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Moody' a .... a..-.qll'llllbc Utilic7 .... YkW A_.... 

YEAR WOHTH 

An 
MAR 

PF.8 
1990 JAN 

DEC 
NOV 
OCT 

Sf!l' 
AUO 
JUL 

JUN 

MAY 
APR 
MAJl 
FEB 

1919 JAN 

DEC 
NOV 
OCT 

51!1' 

AUO 
JUL 
JU.~ 

MAY 
APR 

MAR 
FED 

1911 JAN 

DEC 
NOV 
OCT 
SEP 

AUO 
JUL 
IUN 

MAY 
APR 
MAR 

fEB 
1917 JAN 

DBC 
NOV 
OCT 

SEP 
AUO 
JUl 
JUN 
MAY 
APR 
MAll 
I'1!B 

1916 IAN 

DEC 
NOV 
OCT 

Sl!l' 
AUO 
IUl 
JUN 

MAY 

AVI!IlAOB 

9.11 0 .0. ... , o.o. • •• 006 

9.6 0.01 .... 001 9.17 0 .01 

9.S7 0.06 9.63 0.06 t .'JO 006 

9.)9 006 us 006 t.JO 0 .06 

9.26 006 9.)2 006 Ul 0 .06 

92.5 009 "'" 0.09 
9.42 009 

9 u om t .J7 009 9.4) 009 

93.5 001 9.4) 0.01 tJO 001 

9 27 0.01 9.S.5 0 01 9.44 001 

923 009 9.32 009 941 009 

9.)7 009 9.46 0.09 9.SS :109 

9.79 007 9.16 0.07 992 0(11 

10.02 0.05 10.07 0.05 10 I) O.OS 

IO.OS 0.06 10.11 006 10.17 (' 06 

9.93 o.os 9.91 oos 10,02 O.OS 

9.19 0.06 9.95 006 10.02 0 06 

990 oos 9.9S O.OS 1001 oos 
979 006 9.1S 0 .06 991 006 

990 00) 90 003 917 003 
10 )4 009 10 4) 009 10 S2 009 

IC. 15 0 .11 10M 0 II Ill» 0 11 

1016 009 1015 009 1095 009 

10 S2 009 1061 009 10 '10 0 09 

10 S3 009 1062 009 1012 009 

10 29 0.01 IO.J7 0.01 1046 006 

9.92 0.06 9M 0 .06 10 Q) 006 

9.91 0 .06 917 0.06 100. 0.06 

IO.Sl 0.01 10 . .0 0.01 IO.M 0.01 

10.71 0 .07 10.15 0.07 10.91 om 
10.62 007 10.69 0 ,(11 10.15 0(11 

11.11 0.01 11.19 0.01 1126 0 .01 

U7 0 (11 
'" 007 

t .ts 0(11 ,, om 
9.76 0 (11 9 .13 0 07 

ts6 006 ,., 006 

..... oos 949 oos 
t Sl o Of us 00. 

9.$4 0 03 9.57 003 

9$1 00. 962 00. 

9 . .52 0 Of 9S6 00. 

tJO oos 9 u oos 
. ... 00.5 969 005 

9,, 0 10 10.09 0 10 

10.11 010 10 21 0 10 

10 23 009 10 )2 0 09 

1007 010 10 17 0 10 

1001 0 10 10" 0 10 
1006 0 I) 10 19 0 I) 

917 011 1001 0 II 
,., 0 u 100.5 0 IS 

10 61 0 17 10 71 0 17 

1117 017 11)4 011 

II Of 0 16 IIllO 0 16 

10 79 0 16 10 9S 0 Ill 

10 I I 0 19 II 00 0 19 

10 "' 0 2) 10 77 0 2) 

10 09 0 liO 10 29 0 1!0 

1010 0 .. 10 21 0 II 

10.76 0" 10.95 0 19 

10M C 19 II 17 0 19 

10.12 0 19 II 01 0 19 
11.)4 0 19 11 n o 19 

.. 1 W'IWAD 
1006 0 07 

\)" 007 

'.. 007 
961 006 

9 SS 0 OS 

960 0 0. 

9 61 0 Ol 

9011 00. 

960 0 0. 

9 S9 0 0} 

9 15 0 05 

1019 0 10 

10 )9 0 10 

10 41 0 09 
10 ll 0 !0 

10 21 0 10 

10 )I 0 ll 

10 1!0 0 II 

10 AI 0 I\ 

10 96 0 I' 

II 52 0 11 

11 ~ o lo 
II II 0 10 

1119 UIV 

II 00 0 :J 
10 49 (J .!'1 

1047 Ul l 

II U 0 19 

l l.l4 019 

11 2 1 019 

II 12 o 1'1 

Bu1 
10 ll 

lOGb 

996 

Y74 
9~ 

91>4 

qb4 

970 

'11>4 

Ill>" 

910 

10 !'I 
10 -'11 

10 0,0 

10 )I 

IV )I 

IU 4.4 

10 ll 
1'1 1\ 

II II 

11011 

II \2 
II]; 

II lt 

ll:l 

10 ..... 

10M 

II )• 

IIH 

II 40 
II 9 1 

10.66 

10.05 
9.'10 
9.61 
9 .63 

9U 
1.64 

169 
1.62 

Ill 
9.01 

9.2-t 
9 .21 

903 
9.0S 
9)6 

9)1 
117 

9.16 

991 
1044 
IOS7 
11.10 

11.61 

1161 
11.6S 

I U.S 
11.61 
12.6S 

0 .19 10.15 

0. 13 IG.II 

o.u tiS 
0.14 975 

0 .19 11.03 
0.1) 10.32 

O. IS 10.00 

0 .14 9.11 

o." 11.22 
0. 1) 10.4S 

O.U IO. U 

0. 14 1002 

0 12 II )4 

0 u 10 . .0 
0 16 10 )I 

0 u 1017 

016 1007 

0.. 9)4 

0 11 II 46 

0 I\ 10 75 

016 1046 
0 u 10 31 
0.. 10 24 

0 I! I I ~I 

011 10110 

0 lh 10 C.2 

0 II 10 -'6 

009 912 
0.01 9 2) 

0 10 1 .74 

0. 10 179 

0 II 1.73 
010 1.91 

0.09 9. 10 

0.09 9.3S 
0.01 9.)6 

009 9 12 

0 II 9. 16 

009 94S 

0(11 94S 

009 196 

011 927 
009 10.07 

0 12 10.56 
0 . ., 10.'10 

0 13 11.23 

on 111" 
O. IS 11.0 

0 .16 11.11 
0 .17 11.12 

o.u 11.0 

0. 16 12.11 

0.09 9.12 

0 01 9.)0 
0.10 113 

0.10 • 90 

011 114 

o 10 9 en 
0.09 9. 19 

0.09 9.43 

0.01 9 .... 

0 09 t .liO 

011 926 
009 • j) 

0.(11 'S2 
009 90S 

0 II U7 
0.09 1017 

0 .12 1067 
0 I) 1014 
0,., II )6 

O.IJ II U 
o.u 1191 

0.16 II 17 

0.17 II 90 

O.IS II tl 
0.16 11.96 

0.09 . ... 
0.01 .,. 

0 10 • " 
0 10 900 

011 19S 

\) 10 9 12 

0 09 9.21 

009 9 S2 

001 9.52 

OOf 9 2f 
011 9J7 

009 962 
0(11 9~ 

0.09 9" 

0 II 9 41 

009 10 26 

0 12 10 79 

0 I) 1017 
01) 1149 

0. 1) 12 01 

o.u 12" 
016 121) 

0 17 11.(11 

0 IS 12 U 
0.. I) 12 

AI an.I!AJ) 

OON 

009 902 

006 901 

011 906 

0 12 9 lot 
0 14 9 42 

0" 9011 

o IS 9" 
0" '4) 
0 II 9 41 

0 14 9 76 
0 14 • 73 
0.. 9 )0 

11 14 '62 
0 I• 10 42 
0 IS 10 94 

0 17 II 14 
0 II II 6/ 

0 17 12 II 
01!0 12 1) 

0 liO 12 )) 

0 21 12 ll 

0 II 12 )I 

017 1)29 

0 10 9 (19 

0 09 9 10 

0 01 9 10 

0 II 9 Ill 

0 12 9 )7 

0 14 9 55 

0 14 9 II 

0 IS 9 II 

0 14 9 )6 

0 II 9 sa 
J.. 919 

0 I• 'u 
0 I. 9 47 

0 14 9 77 

o 1• 10 sa 
015 1109 
017 11}1 

011 1116 

0 17 12 lS 

01!0 1251 
0 1!0 12 SJ 

0 21 12 49 

011 1141 

0 17 IJ 45 

0 16 1040 

0 10 y " 
0 09 II 19 

001 II H 
0 II Y n 
0 I I II 411 

(I 1-' v 011 

0 14 V Y\ 

01) V\10 

0 I-' 9 70 

0 II Y,., 

0 U IOOJ 

0 .. 10 01 

o 1o v ol 
0 .. y 91 

0 .... 10 ' " 
0 I) II 1-' 

0 I' II -'I 

0 II • · (1.1 

0 I I 2 \2 

01!0 1271 

OlD i l1J 

021 1111) 

0 11 1]110 

0 17 ll o! 

A3 IPRJlAD ... 1 SPilEAD Bu2 

0 1)4 0 1)4 0 1)4 



Short-Term Debt 
Long-TtJm Debt 
Common Equity 
Preferred Stock 

Customer Deposita 
tnv.Tax Credlta- Zero Colt 
lnv.Tax Credlta - wtd. Colt 
Deferred Tax!!! 

Shor1-Term Debt 
Long- Term Debt 
Common EQuity 
Preferred Stock 

Customer Deposits 
lnv.Tax Credits- Zero Cost 
lnv.Tax Credlta- wtd. Colt 
Deferred Taxes 

Compatlaon of Gull Powet Company' a Overall Cost of ~ltal 
and Tit Bat!o lor G!Yin Eounx Rltlof and Cost Ratu 

39.ft eaunx m. 12.M A!!owed Rtsurn on Eov1ty 

Gull Power Company 

T!!! Yur Endld 12/31/90 

Company 
Total ~of 

et{ Booka Iml! ~ 
.... 432 0.3N S.OOMI 

$481 ,823 40.~ 8.7N 
S3e7.404 30.81M 12.25~ 

$67,432 S.&N 7.75~ 

s1s,ns 1.~ 7.651141 

1858 0.07~ O.OOMI 
$.48,068 4.041141 10.00% 

S203,m ~ ~ 
$1 ,189,115 100.ClC:* 

W81ghte<l 

~ 
00~ 

3 53CMI 
3. 181M! 
044~ 

01~ 

0.~ 

0.401141 

~ 
8~ 

TIE RatiO 

43,2Q't EQuity m, 1 1.M Allowed Rtsurn on Eaui!v 

Gull Powet Company 

T!l( Year Ended 12/31/90 

Company 
Total ~of 

PI!Booka Is!!J! ~ 
128,669 2.491Mt 8.00MI 
~1.439 36.2N 8.7N 
$388,648 33.514MI 1 1 .SOIMI 
161,345 5.1~ 7.75~ 

l15,n5 1.~ 7.65~ 

S858 O.o7~ O.ClC:* 
$48,068 4.044MI 9.~ 

1203,m ~ ~ 
$1,189,815 100.00% 

Wetghte<l 

~ 
0.20% 
3.1&MI 
3.95% 
0.404MI 
0 .101141 
O.OOMI 
0.~ 

~ 
8.2N 

TIE Rallo 

(1) Equity as a percent ol totallnveltor ~of capital. 
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Pre- Tax 

Wnrghte<l 

~~ 
003% 
353% 
607% 
070% 
010% 
0.~ 

065% 

~ 
1108% 

~ 

Pre-Tax 

We•ghte<l 

~ 
020% 
3.16% 
6.34% 
0.6"% 
0.1~ 

0 .00% 
065% 

~ 
1109% 

1.lQ 
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summary of Cost of Equity Analysis 

cost of Equity 
for 
AA Electric Utility 
Index 

Risk Adjustment -
Bond Yield Diff~rential 
to Move to an A rated 
Electric Utility 

Cost of Equity 
for 
A Rated Electric 
Utility 

DCF 
Analys i s 

11.30\ 

.30\ 

Risk 
Premium 
Analysis 

11.65\ 

.30% 

11.60\ 11.95\ 
I 

--------------------------- ------------ ____________ I 

Recommended return on 
Common Equity for 
Gulf Power company 

I 
I 

12.25\ I 
I _________________________ I 
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