Exhibit No. 7
Schedule 7
Consumers (llincis Water Company
. Stock Price Index Level, Eamings Per Share and Dividends Per Share
for the S&P Liilities Index and the S&P 500 Composite Index
Quarterly for the Third Quarter 1989 through the Third Quarter 1999
S&P Utilities Index S&P 500 Composite Index
EPS - DPS - EPS - DPS -
Adjusted to  Adjusted to Adjustedto  Adjusted 1o
Stock Price  Stock Price  Stock Price Stock Price Stock Price  Stock Price
Year  Quarer index Index Index Index fndex Index
(4 gtr. totaly (4 qtr. tolal) (4 gtr. total) (4 gtr. total)
1989 Ki] 14235 9.72 7.69 34915 23.69 1067
4th 156.34 10.42 7.89 353.40 22.90 11.05
1890 1st 14272 10.29 8.10 339.94 21.67 11.32
2nd 141.39 9.86 8.18 358,02 21.26 11.67
3rd 133.02 8.97 8.16 306.05 21.74 11.84
4th 143.59 9.65 8.28 330.22 21.34 12.10
1991 1st 144 .82 g.5q §.24 37522 20.87 12.12
2nd 136,58 9.45 a4 371.16 19.35 12.15
3rd 14518 9.34 8.53 387.86 17.82 12.28
4th 165,16 8.60 8.51 417.09 15.97 12.20
1992 1st 138.68 8.63 8.64 403.69 16.20 12.32
2nd 147,33 9.02 §.54 408.14 17.05 12.32
3ad 166.79 9.50 8.55 417.80 18.04 12.39
4th 158.46 10.64 8.55 435.71 19.09 12.38
1983 ist 173.45 10.86 8.55 451.67 19.84 12.48
2nd 175.34 11.02 8.56 450.53 19.33 12.52
3and 185.39 10.75 8.61 458.93 2041 12.52
4th 172.58 8.62 8.66 466.45 21.88 12.58
. 1994 1st 156.33 8.70 B8.70 44577 221 12.71
2nd 153,99 8.88 8.87 444 27 25.20 12.84
ard 152.50 9,37 8.83 462 69 27.33 12.93
4th 15G.12 11.57 §.86 45927 30.60 13.18
1935 1st 158,38 11.89 8.80 500,71 32.60 13.18
2nd 167.86 12.12 8.83 54475 34.44 13.37
3rd 184.46 12.56 8.70 584.41 35.18 13.58
4th 202.58 12.30 5.88 615.93 33.86 13.79
1096 1sl 190.84 12.79 8.94 645.50 34.04 14.10
2nd 198.08 13.03 9.00 §70.63 34.91 14.27
3rd 188.80 13.94 9.46 B87.31 36.00 14.66
4th 198.81 14.61 9.64 740.74 38.72 14.90
1997 ist 189 .82 14.72 9.82 75712 40.24 15.06
2nd 198,39 13.74 10.1 8a85.14 40.55 15.16
ard 20524 13.03 10.04 94728 40.64 15.33
4th 235.81 9.52 10.07 a70.43 39.72 15.50
1998 1st 246,50 9.10 1017 1101.75 30.54 1565 -
2nd 24675 8.03 10.34 1133.84 38.97 15.95
3rd 255.53 9.20 10.21 1017.01 38.09 16.15
4th 25962 12.15 10.13 1229.23 37.M1 16.20
1899 1st 232 91 12.39 10.15 1286.37 38.38 16.45
2nd 257 .51 13.41 9.95 1372.71 41.02 16.45
3nd 24277 14.83 9.92 1282.71 43.96 16.84
% Change from
3rd Quarter 1989 -
3rd Quarter 1999 70.54 % 52.57 % 29.00 % 267.38 % 8556 % 5595 %
Source of Information:  Standard & Poor's Security Price index Record
. Standard & Poor's Current Statistics




Line No.

. Notes:

Consumers lllinocis Water Company
Example of the Inadequacy of

a DCF Return Rate Related to Book Value
When Market Value Exceeds Book Value

Market Value
Per Share 3 24.00
DCF Cost Rate (1) 10.60%
Return in Dollars $ 2.544
Dividends (2) $ 1.248
Growth in Dollars $ 1.296
Return on Market Value 10.60%
Rate of Growih on Market Vaiue 5.40% {4)

(1) Comprised of 5.2% dividend yield and 5.4% growth.
{2) $24.00 * 5.2% vield = $1.248

(3) $1.590/ $24.00 market value = 6.63%.

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

Exhibit No. 7

Schedule 8
_Book Value.
$ 1500
10.60%
$ 1.590
$ 1248
$ 0342
6.63% (3)
1.43% (5)

(5) Actual rate of growth when DCF cost rate is applied to book value
($1.590 possible earnings - $1.248 dividends = $0.342 for growth /

$24.00 market value = 1.43%).
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Schedule 9
Consumers lllinois Water Company
Indicated Common Equity Cost Rate
Through Use of the Discounted Cash Flow Model
Summary of Conclusion
Proxy Group of
of Eight Utilities
Proxy Group of Seven Selected on the Basis
Water Companies Least Relative Distance
1. Single Stage Discounted
Cash Flow Model (1} 91 % 104 %
2. Quarterly Version of the Discounted
Cash Flow Model (2) 8.9 10.6
3. Conclusion 9.0 % 10.5 %

Notes: (1) From Schedule 10.
{2) From page 2 of Schedule 11.




Exhibit No. 7
Schedule 10

Consumers iliinois Water Company
indicated Common Equity Cost Rate
Through Use of the Single Stage Discounted Cash Flow Model
Summary of Conclusion

Proxy Group of
of Eight Utilities
Proxy Group of Seven Selected on the Basis
Water Companies i_east Relative Distrance

Based upan Historical and Projected Growth in DPS, EPS, and BR+SV

1. Dividend Yield (1) 3.7 % 5.2 %
2. Dividend Growih

Component (2) 0.1 0.1
3. Yield 3.8 5.3
4. Growth Rate (3) 53 4.8
5. Indicated Retum Rate 9.1 % 10.1 %

Based upon Projected Growth in EPS

8. Dividend Yield (1) 3.7 % 52 %
7. Dividend Growth

Component (2) 0.1 0.1
8. Yield 3.8 53
9. Growth Rate (3) 5.2 5.3

10. Indicaied Retum Rate 9.0 % 106 %

11. Conclusion

9.1 % 10.4 %

Motes: (1) From Schedule 12,

(2) This reflects a growth rate component equal to one-

half the conclusion of growth rate (from page 1 of
Schedule 14) x Line Nos. 1 and 6 to reflect the
period payment of dividends (Gordon Model) as
opposed to the continuous payment. Thus, 3.7% x

{3) Conclusion of growth from page 1 of Schedule 14.
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Caonsumers llfinois Water Compan
Indicated Common Equity Cost Rate Through Use of the
Quarterty Version of the Discounted Cash Flow Model (1)
for the Proxy Group of Seven Water Companies and the
P Group of Eight Utitties Selected on the Basis of Least Relative Distance

Based upon Projected Growth in EPS (6)

Based upon Based Upon an Based Upon an Based Upon an
Spot Closing Average of Ciosing Average of Closing Average of Closing

Market Prices at Markst Prices for Market Prices for Market Prices for

March 21, 2000 Last 3 Months (3) ! ast 6 Months (3) Last 12 Months {3} Average
Proxy Group of Seven
Water Companies
Ametican Water Works Co,, Inc, 115 % 114 % 102 % 105 % 111 %
Conn, Water Service, Inc. 7.2 7.0 7.0 7.3 71
E'town Corporation 78 7.8 81 8.6 g1
Middlesex Water Company 75 7.3 71 75 7.4
Pennichuck Corporation 75 6.4 6.7 7.0 69
Philadelphia Suburban Corp. 13.6 134 131 13.0 133
United Water Resources, inc. ___ 83 _._ 83 84 __ 99 85
Average 92 % B9 % 85 % 91 % 21 %
Proxy Group of Eight Utilities Selected
on the Basis of Least Relative Distance
American Water Works Co., Inc. 115 % 114 % 109 % 105 % 111 %
Berkshire Energy Resources 85 85 89 78 69
CMS Energy Corp. 8.1 159 15.0 14.2 15.8
Eastern Utilities Associates B7 6.8 6.9 7.0 6.9
Energy West Inc. 1.7 113 11.2 11.1 11.3
Hawaiian Electric Industries, Inc. 1.2 11.4 108 103 110
Southern Company 141 134 132 13.0 13.4
United Water Resources, Ine. 83 93 9.4 9.9 95
Average w11 % 108 % et 05, % S L1 I 107 %
Lonclusion_
Proxy Group of Seven
Water Companies —_S0 % 8.7 % B7 % — 88 % ——88 %
Proxy Group of Eight Litilties Selected
on the Basis of Least Relative Distance 111 % 108 % 106 % 105 % 10.6 %

Notes: (1) See Equation (7-2) on page 5 of this Schedule.

{2) Calculated using historical and projected growth in DPS, EPS, and BR+SV for each company calculated from the individual growth rates shown
on page 1 of Schedule 14 of this Exhibit in a manner identical to the conslusion of growth for each praxy group shown in column 9 on page 1 of
Schedule 14 of this Exhibit.

{3) The average 3-month closing market price is based upon the market price on the last trading day of each of the three months ended February 28, 2000.
(4) The average E-month tlosing market price is based upon the market price on the last trading day of each of the six months ended February 29, 2000.

(5) The average 12-month closing market price is based upon the market price on the last trading day of each of the twelve months ended February 29, 2000,
(8) Calculated using the average projected five year growth rate in EPS from column 8 on page 1 of Schedule 14 of this Scheduie.
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REGULATORY FINANCE:

UTILITIES’ COST OF CAPITAL

Roger A. Morin, PhD

in collahoration with

Lisa Todd Hillman

1994
PUBLIC UTILITIES REPORTS, INC.
Arlington, Virginia
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Regulatory Finance

184

model inherently produces incorrect results because it assumes that all
cash flows received by investors are paid annually. By analogy, a bank rate
on deposits that does not take into consideration the timing of the interest
payments understates the true yield if the customer receives the interest
payments more than once a year. The actual yield will exceed the stated
nominal rate. Bond yield calculations are also routinely adjusted for the
receipts of semi-annual interest payments. What is true for bank deposits
and for bonds is equally germane for common stocks.

Most, if not all, finance textbooks discuss frequency of compounding in
computing the yield on a financial security. The handhooks that accom-
pany popular financial calculators used almost universally by the
financial community contain abundant directions with respect to fre-
quency of compounding.

Appendix 7-A formally derives the quarterly DCF model, which has the
following form:

XS +K) 2 0,0+ K 24D, 1+ KA D,

Fo

+g @D

where D,, D,, Dy, D, = quarterly dividends expected over the
corming year

g = expected growth in dividends
Py = current stock price
K = reguired return on equity

Equation 7-1 must be solved by iteration because K appears on both sides
of the equation. Note that an even more general form of the quarterly DCF
model can be derived for the case where the stock price is not determined
on a dividend payment date. If we let f1, fz, f3, and fa dencte the fraction
of the year before the quarterly dividends are received, Equation 7-1
becomes:

Ko o, + Ky +0,(1 +K)' 4 D.(1+ K)"f3+D4 iy g

Po

(7-2)

In the special case where the stock price happens to be determined on a
dividend payment date, f; f.fs and f4 are equal 10 0.25, 0.50, 0.75 and 1.00
and Equation 7-2 reduces back to Equation 7-1,



" Exhibit No. 7
Schedule 11
Page 6 of 8

Chapter 7. Alternative DCF Models

The two-stage non-constant growth DCF model described in Chapter 4 has
a quarterly counterpart;

) D (1+3) .\ D,(0+4g)

1+ K)0'25 (1 + K)D.SO

D,(1+g) D,(1+9
+ +
(1+K)0‘75_ (14 Ky

D(1+g¥  D,(1+g)
+ +

(1 +K)1'25 t +K)1.50

D, (0 +@° Dy +gf
+ +

(4 + K)1'75 (1 + K)Z.DO

P

+ "rm (7-3)
1+ K™

The symbol g represents the first stage growth rate while P2 represents

the stock price in pericd 2 that is obtained by applying the quarterly DCF
model using the second-stage growth rate.

Intuitively, the quarterly form of the DCF model described by Equation 7-1
resembles the standard annual form, but with a slightly modified dividend yield
component, Letting D1 = Dy (1 + K)3/4+ Do (1+K)V2+ D3 {1+ K)1/4+ Ds
in Equation 7-1, the quarterly DCF equation becomes:

K=D/'/Py+g (7-4)

which is very similar to the annual version. One can think of the Dy’ term
as an augmented Dy term that simply captures the added time value of
money associated with investors receiving successive quarterly dividends
and reinvesting them over the remainder of the year at K%. That is to say,
during the course of one year, the investor has the value of the first
quarter’s dividend for 3/4 of the year; the second quarter dividend for 1/2
of the year; the third quarter dividend for 1/4 of the year, and the fourth
quarter dividend is received at the end of the year. The following iHlustra-
tion shows how to implement the quarterly DCF model and estimate the
investor’s required market return.
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Chapter 7: Alternative DCF Models

The cost of equity capital estimate of 12.82% should be translated into
a fair return on equity by allowing for a 5% flotation costs factor. This
is accomplished by dividing the dividend yield component of the cost
of equity figure by 0.95 to produce a fair DCF rate of return on equity
of 13.03%,

7.2 Other Alternative DCF Models

Other alternative functional formsof the DCF model are available but are
largely unrealistic and/or theoretically incorrect. The continuous com-
pounding DCF model, for example, is developed assuming that dividends
are paid continuously rather than at discrete time intervals. 1 Clearly, this
model does not reflect reality, any more than does the annual DCF model,
which assumes that dividends are paid once a year at the end of the year.
The continuonus DCF maodel has the following form:

K.=Dy/Py+g (7-5)
where K, = investor's expected retum from the continuaus DCF model
D, =annual per share dividend attime 0, i.e., current dividend

Another DCF model sometimes used by analysts, notably by the Federal
Energy Regulatory Commission in its determination of the electric utility
industry’s generic rate of return on equity before 1993, lies halfway
hetween the continuous and annual forms of the DCF model:

Koghoe = Dg (1 +0.5G)/ Py + g (7-6)
where Kaghoe = investor's expected return from the ad hoc DCF model

This "ad hoc" DCF model is based on the arbitrary assumption that the
firm is halfway into its quarterly dividend cycle and assigns half a year's
growth to the dividend. Of course, the model does not reflect reality and is
arbitrary in nature. Only the quarterly compounding DCF model reflects
reality, is theoretically correct, and is computationally tractable.

1 The effective return under continuous compounding is compuied with the follow-
ing formula:

Dy[Ke/in{1 +ke) ]+ g
Ke =

Po




Proxy Group of Seven
Water Companies

American Water Works Co., Inc.
Ceonn. Water Service, Inc,
E'town Corporation

Middlesex Water Company
Pennichuck Corparation
Philadeiphia Suburban Corp.
United Water Resources, Inc.

Average

Proxy Group of Eight Utilities Selected
oh the Basis of Least Relative Distance

American Water Works Co., Inc.
Berkshire Energy Resources
CMS Energy Corp.

Eastern Litilities Associates
Energy West Inc.

Hawalian Electric Industries, Inc.
Southern Company

United Water Resources, Inc.

Average

Notes:

Q1

{2

(3

4

(5

Source of Information:

}

St

)

—
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Schedule 12
Consumers Hlinois Water Company
Derivation of Dividend Yield for Use in the
Discounted Cash Flow Model
Dividend Yield
Average Average Average
of of of Average
Spot Last3 Last 8 Last 12 Dividend
(03/21/00) (1} Months (2) Months (3) Maonths {4) Yield (5)
4.2 % 4.1 % 36 % 32 % 38 %
4.1 3.9 38 4.2 4.0
32 32 36 4.1 35
4.3 4.1 4.0 43 4.2
4.3 32 34 3.8 3.7
3.8 3.7 34 3.2 3.5
2.8 2.8 2.8 3.5 3.0
3.8 % 3.6 % 35 % 38 % 37 %
42 % 41 % 36 % 33 % 38 %
3.3 34 38 48 38
7.5 6.1 52 4.2 58
53 54 58 56 5.5
6.2 58 58 56 5.9
83 8.5 8.0 7.5 8.1
6.3 57 55 53 57
2.8 28 2.8 35 3.0
558 % 52 % 50 % 5.0 % 52 %

The spot dividend yield is the current annualized dividend per share divided by the spot market
price on 03/21/00.

The average 3-month dividend yield was computed by relating the indicated annualized
dividend rate and market price on the last trading day of each of the three months ended
February 29, 2000

The average 6-month dividend yield was computed by relating the indicated annualized
dividend rate and market price on the last trading day of each of the six months ended
February 29, 2000

The average 12-month dividend yield was computed by relating the indicated annualized
dividend rate and market price on the last trading day of each of the twelve months
ended February 29, 2000

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

Standard & Poor's Compustat Services, Inc., PC Plus Database
CheckFree Investment Services hitp:/fgs.secapl.com/cgi-bin/g




Notes;

Consumers ltlinois Water Company

Exhibit No. 7
Schedule 13

Current Institutional Holdings (1) and Individual Holdings (2) for the

Proxy Group of Seven Waier Companies and the

Proxy Group of Eight Utilities Seiected on the Basis of Least Relative Distance

Proxy Group of Seven
Value Line Water Companies

Amer, Water Works Co., Inc.
Conn. Water Service, Inc.
E'town Corporation
Middiesex Water Company
Pennichuck Corporation
Philadelphia Suburban Corp.
United Water Resources, Inc.

Average

Proxy Group of Eight Utilities Selected
on the Basis of Least Relative Distance

American Water Works Co,, Inc.
Berkshire Energy Resources
CMS Energy Corp.

Eastern Utilities Associates
Energy Wesl Inc.

Hawaiian Electric Industries, Inc.
Southern Company

United Water Resources, Inc.

Average

1

February 2000
Percentage of
Institutional

Holdings (1}

NT %
9.1 :

28.2

NA

NA

19.2

19.2

21.5 %

3.7 %

NA
68.6
51.1

2.0
279
343
19.2

335 %

2

February 2000
Percentage of
individual

Hetdings (2)

€8.3 %
90.9
71.8
NA
NA
80.8
80.8

785 %

68.3 %
NA
34
48.9
98.0
721
65.7
80.8

66.5 %

(1) The percentage of institutional holdings is calculated by dividing the number of shares held by
institulions by the number of shares outstanding.

{2} (1-column 1).

Source of Information:

Standard & Poor's Stock Guide



Proxy Group of Seven
Water Companies

Amerlcan Water Worke Ce., Inc.
Conn. Water Service, inc.
E'town Corporation

Middlesex Water Company
Pennichuck Corporation
Philadelphia Suburtyan Corp.
Unlted Water Resources, Inc.

Average

Proxy Group of Eight Utliities Salected
on the Basis of Least Relative Distance

American Water Works Co., Inc.
Berkshire Energy Resources
CMS Energy Corp. :
Eastern Utliities Associates
Energy West Inc.

Hawafian Electric Industries, Inc.
Southem Company

United Water Resources, Inc.

Average

IHlinols W mpan
Mistorical and Proj d Grewth
1 2 3 4 <] 3
Five Year Value Line Projected 1996
Value Line Historical Five Historical BR '98 to 2002-'04 Growth " YB/E/S Projected Five
Year Growth Rate (1) +8V(2) Rate (1}, Year Growth Rate
. No. of

DPS EPS DPS EPS EPS Est.
105 % 55 % 75 % 70 % 80 % 6.18 % 6]
1.3 (5) 35 (5) 34 NA NA 3,00 [1]
05 a5 37 20 6.0 3.00 [2)
29 (5) 15 &) 35 NA NA 3.00 1]
96 (5 254 (5) 5.3 NA NA 3.00 1
4.0 15 53 50 8.0 9.73 8]

.- 1.0 5.9 1.5 7.5 5.17 [3]
4.1 % 33 % (6) 4.9 % 3.9 % 76 % 4.73 %
10.5 % 55 % 75 % 7.0 % B.O % 6.18 % 16}
(0.5) (5) 71 (3 43 NA NA, .00 [t}
170 85 11.7 8.0 85 988 [16)

a5 (2.5) 19 Nil 0.5 200 2]

7.0 (3 33 {5 5.1 NA NA 5.00 [1

1.5 25 2.2 05 20 323 [7]

35 3.0 2.8 05 2.0 5.87 [19]

- - 1.0 5.9 1.5 7.5 5.17 I35

5.3 % (9) 4.4 % (9) 5.2 % 31 % 6.1 % 505 %

7 =3
Average Projected Projected Five
Five Year Growth Year BR + SV

Rate in EPS (3) (4)
71 % 83 %
3.0 NA
45 33
30 NA
3.0 NA
8.4 11.0
6.3 38
52 % 668 %

Range of Growth Rates
Midpoint of Range
Average of all Growth Rates (7)

Average of Midpoint of Range and Average
of all Growth Rates

Average of Projected EPS Grawth Rates (8)

7.1 % 83 %
3.0 NA
9.7 98
13 0.7
5.0 KA
26 26
75 7.8
6.3 3.9
5.3 % 55 %

Range of Growth Rates

Midpoint of Range

Average of all Growih Rates (7)

Average of Midpoint of Range and Average
of all Growth Rates

Average of Projected EPS Growth Rates (8)

Notes: (1) As shown on pages 9 through 16 of this Schedule. Historical growth rates are five-year cormpound growth rates,

{2} From page 2 of this Schedule.
{3} Average of Columns 5§ and 6.
{4) From page 6 of this Schedule.

(5) Calculated using the same methodology as Value Line investment Survey, i.e,, three-year base periods.
{6) Excludes the 25.4% historical EPS growth rate for Pennichuck Corporation. §n Ms. Ahern’s opinion such a growth rate is

not representative of the growth in EPS which can be expected to be sustainable prospectively.
(7) Average of Columns 1,2,3,4,5,6,and 8.

(8 Fram Colurmn 7.

(9) Excludes negative growth rate, since it is illogicat that investors would invest In the common equity of a firm with the expectation of negative growth,

Source of Information:  Value Line Investment Survey, January 7, February 4, February 18, and March 10, 2000, Standard Edition
Market Guide -I/B/E/S Eamings Estimates, March 16, 2000, yahao.marketquide.com/mgl/

Conglusion of

_Growth Rate

3.3% - 7.6%
5.5%
5.0%
23%

82%

31%-6.1%
46%
5.0%
45%

2.3%

gl jo | sbed
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Proxy Group of Seven
Water Companies

American Water Works Co., Inc.
Conn. Water Service, Inc.
E'town Corporation

Middlesex Water Company
Pennichuck Corporation
Philadelphia Suburban Corp.
United Water Resources, Inc.

Average

Proxy Group of Eight Utilities Selected
on the Basis of |_east Relative Distance

American Water Works Co_, Inc.
Berkshire Energy Resources
CMS Energy Corp.

Eastern Utilities Associates
Energy West Inc,

Hawaiian Electric Industries, Inc.
Southern Company

United Water Resources, Inc.

Average

Notes:

(M
2)
3
{4)
©)

Exhibit No. 7

Schedule 14
Page 2 of 16
Consumers |llincis Water Company
Calculation of Historical BR + SV
1 2 3 4 5
S \Y BR +
BR (1} Factor (2) Factor (3) SV (4) SV (5)
54 % 54 % 3B8.0 % 21 % 7.5 %
2.8 16 38.0 0.6 34
1.5 86 259 22 37
1.9 43 . 38.2 16 35
4.2 11.4 97 11 53
33 3.9 52.1 20 53
16 _14.8 _288 43 5.8
3.0% 71 % 33.1 % 20 % 4.9 %
54 % 54 % 38.0 % 21 % 7.5 %
3.0 6.2 21.1 1.3 4.3
8.3 6.6 514 34 11.7
1.6 14 208 0.3 1.9
42 20 44 6 09 51
1.2 3.0 322 1.0 22
2.1 1.7 426 0.7 2.8
1.6 14.8 28.8 4.3 5.9
3.4 % 51 % 35.0 % 1.8 % 52 %

From column &, pages 3 and 4 of this Schedule.
Frem column 12, page 5 of this Schedule.

From column 7, page 6 of this Schedule.
Column 2 * column 3,

Column 1 + column 4.




Consumers Hlinois Water Compa:

Historical Internal Growth Rate (1), i.e., BR, for
the Proxy Group of Seven Walter Compantes

[

1998
Proxy Group of Saven
\WWater Companies
American VWater Works Co., Inc.
Common Equity Return Rate 10.67
Retention Ratio 48.23
Internat Growth Rate {1} 515
Conn, Water Service, Inc.
Common Equity Return Rate 12.15
Retention Ratio 23.75
Internal Growth Rate (1} 289
E'town Corporation
Common Equity Return Rate 10.91
Retention Ratio 2419
Internal Growth Rate (1) 264
Middlesex Water Company
Common Equity Return Rate 10.52
Retertion Ratio 19.59
Internal Growth Rate (1) 2.06
Pennichuck Corporation
Cotmen Equity Retun Rate 10.90
Retention Ratio §53.94
Internal Growth Rate (1) 5.88
Phitadelphia Suburban Corp.
Commen Equity Relurn Rate 1383
Retention Ratio 36.02
Internal Growth Rate (1) 487
United Water Resources, [ng.
Commeon Equity Return Rate 10.05
Retention Ratio 21.63
Intemal Growth Rate (1) 217

Average

Motes: (1) The internal growth rate is calculated by multiplying the common equity relurn rate by

for the Years 1994-1968

[

=
]

% 1047

47.82
5.01

% 12.25

28

% 10.21

16.23
1.66

% 11.22

15.51
1.74

% 9.55

38.37
3.66

% 12.49

29.85
373

% 7.24

(0.29)
(0.02)

%

1

1996

10.41
47.49
494

12.37
224
277

8.36
(372
(0.31)

10.34
807
0.83

9.73
38.83
378

11.84
25.12
297

10.24
19,30
1.98

1995

1135 %
51.78
5.87

1268 %
258
2.86

927 %
363
0.34

1198 %
20.25
243

908 %
43.29
3.94

11.89 %
24,87
298

488 %
(69.61)
(3.40)

Ith

—
1

10.75
53.95

1254

259

8.58
{6.35)
{0.55)

1210
2028
245

8.09
43.09
3.49

1118
19.19
215

10.08
7.38
0.74

the retention ratic {(100% minus the dividend payout ratio). AN data are on a

(2) Excludes negatives.

Source of Information;  Standard & Poor's Compustat Services, inc., PC Plus Database
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Ci mers Hlinois Water Coy
Historical Intemnal Growth Rate (1), i.e., BR, for
. the Proxy Group of Eight Wtilities Selected on the Basis of Least Relative Distance
or the Years 1 1998
i 2 3 4 5 4]
Five-Year
Avarage
1994-1998
Internal Growth
1953 1997 1938 1995 1994 Rate. ie., BR
Proxy Group of Eight Utilities Selected
on the Basis of Least Relative Distance
American Water Works Co. Inc.
Common Equity Return Rate 1067 % 10.47 % 1041 % 1135 % 1075 %
Retention Ratio 48.23 47.82 47.49 51.75 53.95
Internal Growth Rate (1) 515 5.01 494 5.87 5,80 54 %
Berkshire Energy Resources
Common Equity Retum Rate 856 % 1088 % 1220 % 725 % 13.34 %
Retention Ratio 8.19 2581 33.09 {2071} 35.56
Infernal Growth Rate {1} .53 28 407 {1.50) 474 302
CMS Energy Cormp.
Common Equity Return Rate 1154 % 1457 % 15.14 % 1584 % 17.27 %
Retention Ratio 42.15 55.60 57.08 56.82 6257
Internal Growth Rate (1) 4.86 810 8.64 9.32 10.8% 8.3
Eastern Utilities Associates
Commen Equity Return Rate 829 % 1018 % B20 % 881 % 1356 %
Retention Ratio 226 10.63 (2.81) 1.77 37.10
Internal Growth Rate (1) 0.21 1.08 (0.80) Q.18 503 16 (2)
Energy West Inc.
Commeon Equity Retum Rate 1225 % 1105 % 11.55 % 1519 % 13.69 %
Retention Ratie 29.87 274 26.76 43.42 38.05
Internal Growth Rate (1) 3.66 2.5 3.08 6.60 5.29 42
Hawaiian Electric Industries Inc.
Common Equity Retum Rate 1153 % 1089 % 1047 % 10.98 % 1.02 %
Retention Ratig 16.07 11.52 7.24 10.82 10,28
Internal Growth Rate (1) 1.85 125 Q.76 1.19 113 1.2
Southern Company
Common Equity Return Rate 1005 % 1031 % 1253 % 1301 % 1247 %
Retention Ratio 4.50 8.54 2493 28.46 2250
Internal Growth Rate {1} 0.45 o.88 312 344 2.81 21
United Water Resources, inc.
Common Equity Return Rale 10.05 % 7.24 % 1024 % 489 % 10.09 %
Retention Ratio 2163 {0.29) 19.30 {6E.61) 7.38
Internal Growth Rate (1) 217 {0.02) 1.98 (3.40) 0.74 1.6 (2}
Average 34 %

Notes: (1) The internal growth rate is calculated by muttiplying the common equity refurn rate by
the refention ratio (100% minus the dividend payout ratio). All data are ona

(2) Excludes negatives.

Source of information;  Standard & Poor's Compustat Services, inc., PC Plus Database




LConsumers lllinois Water Company
Caloulation of Five Year Average Growth in Common Shares Outstanding (1), i.e.. S Faclor
i 2 3 4 ] ] z 8 8 10 1 12
- Five Year
1993 1934 1985 1996 1997 1998 Average
Common Common Common Common Commen Common Common
Shares 9354 Shares 94-95 Shares 95-96 Shares 96-97 Shares 97-98 Shares Share
Outstanding (1) Growth Outstanding {t) Growth Outstanding {1) Growth Qutstanding (1) Growth Outstanding (1} Growth Outstanding {1} Growth
Proxy Group of Seven
Water Companies
American Water Works Ca., Inc. 62.488 45 % 66.318 38 % 67.826 158 % 78.421 16 % 79.686 15 % B0.89S 54 %
Conn. Water Setvice, Inc. 4185 29 4307 33 4.451 15 4518 02 4527 0.2 4536 16
E'town Corporation 5.638 17.1 6.603 139 7523 34 7.782 31 B.022 55 B.471 86
Middlesex Water Company 3.978 13 4,031 28 4137 16 4.205 i85 4260 147 4807 43
Pennichuck Corporation 1.069 0.5 1.074 04 1.078 37 1.118 14 1.134 50.8 1.710 11.4
Philadelphia Suburben Corp. 22859 25 23.435 4.0 24377 50 25.588 2.4 26213 548 27.727 38
United YWater Resources, Inc. 20216 54.7 31.281 8.1 32.880 5.1 34,549 51 36.295 42 37.838 14.8
Average 7.1 %
Proxy Graup of Eight Utilities Selected
on the Basis of Least Relative Distance
American Water Works Co., inc. 62.488 45 % 65318 38 % 67.826 i56 % 76.421 16 % 79.686 15 % 80.895 54 %
Berkshire Energy Resources 1.733 20 1.767 190 2103 24 2,183 27 2212 4.7 2.316 6.2
CMS Energy Corp. 85.197 186 86.535 146 899212 35 102.69 62 109.011 6.9 116.557 66
Eastern Utilities Associates 19.033 47 19.937 25 20437 0.0 20.436 0.0 20.436 Q.0 20.436 1.4
Energy West Inc, 218 05 2.191 28 2.254 3 2.324 16 2.357 20 2.403 20 .
Hawaiian Electric Industries, Inc. 27875 35 28,655 39 20773 38 30.863 34 31.885 0.7 32116 30
Sowuthern Company 642.662 22 656.528 20 669.543 14 677.036 24 693,423 06 697.805 i N4
United Water Resources, Inc. 20.216 54.7 31.281 81 32.88 51 34.549 51 35.205 42 37.836 __ 148
Average o 51 %
Notes: (1) Year-end shares outstanding.
{2} Excludes negatives.
Source of Information: Standard & Poor's Compustat Services, Inc., PC Plus Database
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Consumers lllincis Water Compan
Calculation of the Premium/Discount of a
Company's Stock Price Relative to its Book Valtue, i.e., V Factor
1 2 3 4 8 6 z
1994 1995 1996 1997 1998 Five Year
Market Market Market Market Market Average
to Book to Book to Book to Book to Book Market to v
Ratio (1) Ratio (1) Ratia (1) Ratio (1) Ratio (1) Book Ratio Factor (2)
Proxy Group of Seven
Water Companies
American Water Works Co., Inc. 132.4 % 141.6 % 1585.5 % 178.1 % 199.0 % 161.3 % 38.0 %
Conn. Water Service, Inc. 154.3 149.3 155.6 167.9 192.8 164.0 38.0
E'town Corporation 120.8 118.3 1242 146.3 164.9 134.9 259
Middlesex Water Company 169.0 150.2 149.7 1640 175.6 161.7 8.2
Pennichuck Corporation 98.3 89.0 106.5 100.7 1488 110.8 9.7
Philadeiphia Suburban Corp. 152.1 154.6 188.5 236.5 3128 208.9 521
United Waier_Resources. inc. 127.3 117.1 132.7 152.3 172.8 140.4 288
Average 1546 % 33.1 %
Proxy Group of Eight Utilities Selected
on the Basis of Least Relative Distance .
American Water Works Co_, Inc. 1324 % 1416 % 155.5 % 178.1 % 189.0 % 161.3 % "38.0 %
Berkshire Energy Resources 136.4 1214 115.2 117.7 142.6 128.7 211
CMS Energy Corp. 185.0 190.7 196.4 - 2168 239.2 205.6 514
Eastern Utilities Associates 136.4 126.7 108.7 119.8 1421 126.3 208
Energy West Inc. 200.5 186.9 182.6 166.2 166.7 180.6 446
Hawaiian Electric Industries, tnc. 141.1 148.8 146.8 147.0 153.9 147.5 322
Southern Company 159.8 173.8 1759 167.6 . 1988 175.1 42.9
United Water Resources, Inc. 127.3 117.1 1327 152.3 172.8 140.4 28.8
Average 157.9 % 350 %
Notes: (1) Market to Book Ratio = average of yearly high-low market price divided by the average of beginning and
ending year's balance of book common equity per share. s, g) m
@) (1 -(100/column 6)). S5%
o LT
» e =
c
Q% Z
Source of Information: Standard & Poor's Compustat Services, Inc., PC Plus Database A 3 o
o P~




Consumers llingis Water Compag

Calculation of Projected BR + SV

1 2 3 4 5 6 I 8 <] 10 11

Common Shares

Quitstanding (1)

{000,000) Projected 2002 - 2004 (1)
High Low Average
Actual Projected ] Stock Stock Book Stock v
1908 20022004 _ Factor (2) Prica Price Valye Price {3) Factor {4) SV (5) BR (6) BR + 8V ()

Praoxy Group of Seven
Water Companies
American Water Works Co,, Inc. 81.02 99.00 41 % $45.0 $35.0 $20.00 $40.00 500 % 21 % 62% 83
Conn. Water Service, Inc. NA NA NA NA NA NA NA . NA NA NA NA
E'town Corparation 847 B.BO 0.8 50.0 350 35.60 4250 16.2 0.1 32 33
Middlesex Water Company NA NA NA NA NA NA NA NA NA NA NA
Pennichuck Corporation NA, NA NA NA NA NA NA NA NA NA NA
Philadeiphia Suburban Corp. 2773 42,00 8.7 350 250 12.00 30.00 600 52 58 11.0
United VWater Resources, Inc. 37.97 38.50 03 250 18.0 15.00 21.50 30.2 0.1 3.8 3.9
Average 35 % 321 % 1.9 % 4.8 % 6.6 %
Proxy Group of Eight Utilities Selected
on the Basis of Least Relative Distance
American Water Works Co., Inc. 8102 99.00 41 % $450 $35.0 $20.00 $40.00 500% - 21 % 682 % 83 %
Berkshire Energy Resources NA NA NA NA NA NA NA NA NA NA NA
CMS Energy Cormp. 108.11 137.00 4.9 80.0 55.0 35.00 - 67.50 4B.1 24 7.2 95
Eastern Utilities Associates . 2044 20.45 0.0 (B) 40.0 250 18.65 3250 426 0.0 07 0.7
Energy West Inc. NA NA NA NA NA NA NA NA NA NA NA
Hawaiian Electric Industries, Inc. 3212 34.50 1.4 450 360 28.75 40.00 281 0.4 22 26
Southem Company 598,63 62000 (2._0) (8) 400 . 350 1855 37.50 5.5 (1.0 7.8 7.8 (9
United Water Resources, Inc. 3797 38.50 0.3 25.0 18.0 15.00 21.50 302 0.1 3.8 39
Average 416 % 1.0 % (9 47 % 55 %

Motes: (1) From pages 8 through 16 of this Schedule.
{2) The S Factor is the five / six year compound growth rate between the 1998 and 2003 / 2004 (mid-point of
2002-2004 | 2003-2005 projection) common shares outstanding.

{3) The Average Stock Price is the average of column 4 and column 5, o % ;:TI
) (1 -(column &/ column 7)) j0

5) Column 3* column B. (g g g
(6) From page 8, column 14 of this Schedule. 2=
(7) Column 9 +column 10, oD =
(8) Projected 2003-2005. L
(9) Excludes negative growth rate, since it is ifogical that investors would invest in the common equity of a firm with the expectation of negative growth. o b~y

Source of Information:  Value Line Investmert Survey, January 7, February 4, February 18, and March 10, 2000, Standard Edition




1 Water Cornpany

Pmj Interral Gi Rate
i 2 2 4 § g I 8 El hY] i1 12 13 14
1998 2002-2004 2002-2004
Annual
Common Retum oen
Common Total Cormmon Common Total Comman Eguity ROE Raturn on Average Projected
Enity Capital Equity Equity Capital Enquity Growth Adjustment Common Comman Retention internal

(% (1) {5 mill) {1) (& milh () (%) (1), B min{s) (& miy (3) Rate (4) Factor (5) Equity {1} Equity (6} EPS{1) DPS(1) _ Ratio(7) Growih (8)

Proxy Group of Seven

Waler Companies

American Water Works Go., Inc. 3600 % $3,442.30 $1,238.23 33.00 % $4,850.00 $1,843.00 826 % 1.04 % 1200 % 12.48 % £2.30 $1.15 50.0 % 6.2 %
Conn. Waler Setvice, inc. NA NA NA NA NA NA NA NA NA NA Na NA Na NA
E'town Corporation 44,80 45570 208,63 45.50 £60.00 300.30 7.86 1.04 10.00 10.40 3.30 2.30 30.3 32
Middlesex Water Company NA NA NA NA NA NA NA NA NA - NA MNA NA NA NA
Pennichuck Corporation NA NA NA NA NA NA NA NA NA NA NA NA NA NA
Phitadeiphia Suburban Corp, 46.60 496.60 231.42 47.00 1,000.00 470.00 1522 a7 1250 13.38 160 {.85 433 5.8
United Water Resources, Inc. 381G 1,198.30 456.56 47.00 1,225.00 575.75 4715 1.02 10.50 10.71 155 1.00 355 38
Average ) . 48 %
Proxy Group of Eight Utilties Selected

on the Besis of Least Relative Distance

Amenican Water Works Cao., Inc. 3600 % $3,44230 $1,239.23 38.00 % $4.850.00 $1,843.00 826 % 1.04 % 1200 % 12.48 % $2.30 3115 50.0 % 6.2 %
Eerkshire Energy Resources NA NA NA MA NA MA NA NA . NA A NA NA NA NA
CMS Energy Comp, 25.00 7,692.00 2,230.68 36,00 13,425.00 4,833.00 1672 1.08 12.00 12.96 4,25 1.90 55.3 7.2
Eastemn Litillties Associates 52.00 718.90 373.83 63.50 (8} £00.00 (9 381.00 032 1.00 2.50 () 9.50 180 (9 1.66 (9 7.8 0.7
Energy West Inc. NA NA NA NA NA NA NA NA NA NA NA MNA NA NA
Hawaiian Electric industries, nc. 4310 1.916.90 827.05 47.50 2,075.00 985.63 3567 182 11.00 .22 310 2.48 20.0 22
Southem Company 42,90 22,817.00 5,788.49 40.50 (9} 28,230.00 {8} 1143315 262 1.01 15.00 () 15.15 275 (8) 1.34 (9) 51.3 78
United Water Resources, inc. 38.10 119630 456.55 47.00 1,225.00 57578 475 1.02 10.50 30.71 155 +.00 355 __ 38
Average AL

Notes: (1) From pages 9 thraugh 16 of this Schedute.
{2) Column % * column 2.
{3) Colurnn 4 * column 5. .
{4) Five { six year compound growth sate in common equity from 1958 to 2002.2004 / 2003-2005 or {{{column 6 / eolumn 3) » .2¢) - 1)/ ({{cotbumn § / golumn 3) » 167) - 1)
(5) 2*{(1+column7)/ (2 +column 7)) .
{8) Column 8 * column 8.
@) 1 - {eolumn 12 / column 11).
{8) Column 10 * column 13,
(9) Projected 2003.2005.

Sourca of Information:  Value Line (hvestment Survey, January 7, February 4, February 18, and March 10, 2000, Standard Edition
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105% 10.0% [Retumon Shr Equity  10.0%
- 14.0% 10.5% |Return on Com Equity € 1.0

42%
%

NMF
106%

8%
1%

13%
90%

4%
86%

1% 18%
HY 0%

30%
3%

W% 18k | 19% 15X [Retained to ComEy 0%
% BT%| X 88% |AN Div'ds to Net Prof L)

BUSINESS: Hawaiian Electric industries, Inc. Is the parent compa-
1y of Huawuiion Bledric Conpany (HECO, 68% of reva) & A
can Savings Bank (ASB, 28%). Other nonutil, sube. (4%). HECO &
#s wubs., Maui Flectric Co. {MECO) & Hawak Sectric Light Oo,
{HELGO), supply electicity D 369,000 customers on G, Mau,
Molokai, Lanai, & Hawail. Operating cos.’ systems are not iMercon-

nectad. Electric rev. breakdown, *88: residential, 34%; commerclal,
32%: lurge Rulti & power, 33%; oilier, 1%, Gereraiiy sourcey, '99;
ofl, 3%; purch,, 37%. Fuel costs: 32% of rovs. "98 reporiad dopr.
rate {utiltyy 38%. Has 3700 ampls., 40:800 com. stockholders.
Pres, & CEO; Robert F, Clarke. Inc.: Hi. Address: P.O. Box 730,
Honchuly, HI 96808-0730. Tal.: 808-543-5662. Web: www.hal.com

ANNUAL RATES Past

- We estimate that Hawalian Electrie

Industries’ earnings will make little

progress in 2000.

of b s} 10Ym.
Kovemoas "' 30%
“Cash Flow™ 25%

the

n the positive side,

awailan economy is finally showing

eontract that is scheduled to take effect in
the second quarter of 2000. HELCO is also
seeking to recoup some of the costs it has

incurred to build capaclty on the B

has soffered

Is-
rom

‘Eamings
ming
Book Value

30%
25%

GUARTERLY REVENLES (§ mil)
Mar3! Jun¥ Sen30 Dec3t

W12 g2

QUARTERLY BVIDENDS PAID & w
Mardt Jun30 Sep.30 Dec.3

& & 86 B
& & 8 8l
82 & 6 8
&£ 6 b 8

signs of coming out of its long slump.
That's reflected In the utilities' kilowatt-
hour sales, which rese 1.3% in 1999 and
are likely to advance again this year. That
was a reversal from the sales declines re-

| corded in 1997 and 1998. Rate relief (see

below) could be another plus. In addition,
American Savings Bank has reduced costs
and taken steps that could enable it to
galn market share. On the downside, the

1 deficit at HEQL Power, HEl's Independent

gower subsidiary, Is likely to increase from
5.1 miilion last year due to higher devel-
opmental costs and a delay in the In-
service date of a project in China. The first

" of two units of the plant isn't scheduled tu

g0 on line until the first quarter of 2001,
with the second to follow six months later,
One of HEI's utllities has a rate case
ending. Hawall Electric Light Company
HELCU) has requested a tariff increase of
$15.5 million (9.6%), based on a 13.5% re-
turn on equity. This will enable the wutility
to recover the cost of a purchased-power

land. The project ‘
lengthy delays due to various Hrigarions. if
it appears that the prolect will achieve
commerclal operation in 2001, then
HELCO will file a rate case this year so
that rate relief can be timed to coincide
with the in-service date.

HEI has sold its tug and barge opera-
tion. It used the proceeds of $35 million to
reduce debt, and the interest saving will
make up for the loss of the modest profit.
this business generated. HEI booked & loss
of $0.06 a share in the third quarter last
year, but reversed it in the fou uarter.
Although HEI stock is ranked 4 (Be-
tow Average) for Timeliness, investors |
seeking a ;Eh tﬁrllald ought to consider |
it. At over 8%, eﬂg:eld is more than two
percentage points wve the Industry aver-
age. There is some fear of a dividend ra- |
duction, but management has stated that
it has no plans to cut the disbursement.
But don’t expect an increase anytime soon.
Paul E. 1’.’)@:‘.7]&J , CFA  February 18, 2000
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%3“( . .Jafram discont, ops.: ‘2, ($3.02)
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31¢) nat; ‘99, 124, Naxd eam-
Agr. (8] Next div'd meeting | 2255
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Institutional Declsi mm.;'m“mn:m - 3

Q% N% NKim STOCK  MDEX

oy o 4|Same 42 ! . —— LTI
o) 7905 0BT 6035 |aded 1.8 it I S _tets iz ||
1883 19841985 1986 [ 1967 | 198E| 1889 1990|1981 1992 (1993 [1994 1985 1596 (1997 1996 [ 1999 2000 [ ©VALUELNEPUS, INC. 02-04

453 536( 607 691 749| B70| BBE 527 S57 4TS | Add| 473 478 485 526 545 €35 690 [Revenusapersh 113
I B2 g W12 18| 128 t26 143 116 102] 109 108 12 1A 145 153| 170 1.20 [“CashFiow" persh 205
i) Eol k) Bl i) 59 53 B L) 8 B4 .54 a7 7l B 103l 1 1.2 |Eamingspersh A 1.50
A2 M A AB A7 A7 A7 50 50 52 54 55 &7 58 52 67 10 M4 | Divd Decd par sh Ba 25

T8 B[ 106 | [ 13Z| Z# 47| VA 15| 1@ 08 1% 13| 150 213| 169 1.0 |Czpl Spending persh 1.50

526 53| 557 541 b550| 562| 570 548 B35 544 596| 628 64 TOO| 738 835] em  om Book Value par sh 12.00

B4 B BR A3 U4 WA 508 (561 1500 WeE | LE | 2% WA 55| 551 I1I3| 4400 4120 |CommenShaDutp © 4200
A [} 1217 128 4ol 124 129 10.2 104 125 W4 135 120 158 T8 225 210 Avg Annl FIE Ratic 225
& 10| 8 87| &) 102| S8 76| 69 76| 85| K¢ 80 98| g 10| e Reiativa P/E Ratio 150

T5% T6%| B5% 58% | 60% | €5%| 68% TN | V2% 68% | G9% | 60% 82% 49% | 39%  20%!| 3.0% Avg Anit'l Dhv'd Yiald 0%
CAPITAL STRUCTURE as of 9/30/90 1035 823 BBE G| 12| 1086 170 1225 | 1362 1510|260 295 [Revenuas (Smil} 30
Votal Dabt 34449 mill. Due in 5 Yrs 5270.0 mill T8 870 M8 NMS| WI| 156 180 98| AT ZE| 450 500 [HetFroft (fmilj 8.0
gmmf‘"“ '574'3‘“"‘“‘-“’“‘"- W% GTA% | 382% 412% | 415N | 4E5% 404% A1A% : ; e Tax Raté ;

coveraga: 4. .- . - 3% | GB% | A%  16% - 18%  15% | 135 L.5% |AFUDC % to Met Profit 1.5%

Pension Liabllity Nane 655% 673% | 63.7% O56A% | 49.9% | 50.2% 91.9% GA1% [ 54A% OGLIh | 535% 320N [LonglermDobtRafic  03.0%

- | Pt Stock 18w, PRl Divtel .9 mll. | MSM AT | 325K 305N | 467K | 474%  464%  apw ! 8% 4GE% | EIK  ABSK ICemmenEquityRaic 47.0%
100,000 8.66% shares, 1o be receemed 9911 2400 Z4| 2697 205 | B0F| Wil 300 4017 | 477 KB | @6 450 | ol Caphal (bmd) 9600 |
2884 3067 310  M56 | 3662 | 3857 4360 5020 ] 5345 6098 | 1050 1100 |Net Plant ($mill 15
Cormmon Stock 40,962,206 shares 50%  68% | 66% Gh | 7% | T0% T7% GE% | TA%  76% | 75% . L.5% [Retamon TouCagl 1B
. 1% H4% | 11.5%  08% [ 109% [ 104% 10.7% 107% | t1.9% 123% | 125%  125% |Return on Shr. Equity 1.5%

MARKET CAP; $650 million (Small Capj % 4R ] 8% 0.9% 1 10.0% ) 103% 1T 118 [ 120%  124% | {25N  1Z5% [Ritum on Com Equity Y 1Z5% |
CURRENT POSITION 1987 1308 o30m9| 10% 25% [ 2% 16% | 16% ] 21% 35% 28% | 368% 45%[ £0% 40% [Retainedio ComEq 40%
Ay 7 7 64l 8% TS| Ton esx| BN B% TN 79K | W% 6% | &% 6% [AIDvésmNetProt 5%
Recelvables 235 272 41.8 | BUSINESS: Philadelphia Sububan N of Philadelphia  22%; Industrial & othar, 11%. Average consumption per customer
Oyentory (hugCaty 18 13 444 smmanwmmbgswcj ﬂ~rugnm'—u§:{yu;ﬂwwﬂusmw *88: 102,900 k. Heas apprc. ﬂ&mnﬂuﬂwﬂﬁ;ﬁiﬂwi
Cument Assels —F0 ~30 555 Bppnninahlylﬂm_llionrssiderlshPemsWanh.Ohin,NewJe- Gompagnie Generale das Esux controls 132% of common; OF
Accls Payabla 102 167 1043 | % Iiinois, nd Maine. Sold three of four non-warter businesses i ficers and Direclors, 2.2% (4/98 Proxy). Chairman, Pres. 8 CEOQ.:
Diabt Dug 17.4 76 334 | 91 sokl telemarketing group in "93. Acquined Consumers Waler  Nicholas DeBenedictis. Inc.: PA. Address: 762 Lancaster Avenue,
Other 173 204 78.0 | 4789, Waler. supply revenues '98; residential, 67%; commercial, Bryn Mawr, Pennayivaria 19010. Telephone: 610-527-8000.
?‘i"% 312% 5% 343% | e think that Philadelphia Suburban = stages of consolidation, we expect P5C to |
ANNIAL FATES P Past Eefd 9085 posted a modest earnings gain In continue expanding its customer base
dchargeperst]  18¥m,  S¥m  bwem | 1999. As we went to press, the compantﬁ' through the purchase of smaller public
Revenues 40% 10% 55% | had yet to announce profits for the fourth and prlvatel{lawned systems.

“Cash Flaw" 20% 60% 80% | guarter and full year. When those data do  We expect healthy revenue and earn-
Eamings 3(5)32 13%3@ g% become available, we expect PSC to report lngs growth through 2000 and beyond,
Book Value 3p% 654 40% | earnings of $1.10 a share, an Improvement alded bg acquisitions and cost-cutting ef-

cor | QUARTERDY REVENUES rdl) | Pl of 7% aover the previous year's tally. The forts. PSC might also enhance its growth
endar |Mar Jund San30 Doc| Year | COMPANY continues to be active on the by adding more services under contract.

186 | B3 W7 %p 317 |i25] Merger front, having completed 17 acquisi- he outsourcing of services is a viable al- .
197 | 310 W3 368 351|162 tions and ventures during the ternative for municipal systems that are
im8 | M3 73 417 277 | 4610} Year- This expansion, along with natural looking to make operations more effictent
1999 | 566 652 693 659 | 280 | System pgrowth, helped PSC to increase it but are reluctant -to sell assets. Along
2000 | 650 716 77e 720 | 288 | customer count by approximately 3%, in these lines, PSC recently announced that
. EATNINGS PER SHARE A rar | 80 industry with a norm closer to 1'%. its Consumers New Jersey subsidiary has |
ander |Mar31 JnX Sep30 DecH| Vear We expect the cumpan{ to continue been awarded a three-year contract to pro-
w65 A B 6 7 growing through acquisitions. Because vide water meter reading, billing, and cash
wy| 7 2 m 21| | of the high costs involved in maintaining remittance servites for the Winslow
! M 3 m 2l ag] and upgrading water mains and pumping Township municipal water system In Cam-

1988 % 20 15 ‘24 | 11p] stations, smaller water systems' interests den County, New Jersey.

2000 | &% 30 . .2 | 20| are often better served by selling their as- Though ranked as untimely, Philadel-

Cat- | QUARTERLYDMDENOSPAD B« | Fua | SSLS, to well-capitalized companles such as phia uburban stock is a good choice
endzr |Mar} Jund0 Ben30 Dec3t| Year PSC. Sinte 1922, the company has for conservative investors. Three- to 5-

199 | _._.._....5_.91’___145 1';5 5 15 sg.—.pursued a  reglanal  grewth-theaugh- year .tetal-return potentiol an a8 risk-

97 | @ R 8 8 ' | acquisition strategy that has Included over ad!usted basis is decent, and may well be

190 | 68 483 4T 17 6 40 water companies and wastewater sys- red by additional acquisitions, which

99 |7 7 18 18 70| tems. With the water industry remaining are not included in our pru_%ecﬂans.

2000 ' ' 77| highly fragmented and still in the early Steven Brachman ebruary 4, 2000
A} Based on avg. shanes oubstanding. Exd. Next dividend meeting about Feb. Sth, In mlions, adjustad for slock \ 's Financlal Strength B+
Hmmm: ,1z¢;'90.7¢¢;k§1.67¢; gesudmﬂFd:le.Div'd.paylmnl E]cﬁaummc:xq#mn i dﬁwm mxhswmy 85
"SZ, T2¢; ‘99 11¢. disc. operations: ‘96, 5¢. dales: 15t of March, June, Sept., & Dec, w in ‘91 rate adjustment; 12.0%. Return on | Prics Growth Persistence 90
Next sarmings report dua mid-Fabruary. Div'd. relnvestment plan avaitable. avg. common equity in "88, 11.7%. Eamings Predictability 85
-] i .
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T T NOCK BDEX
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nwm 252846 247055 Sy, 615 172 |-
1984 1985]1986 1987 | 1988 | 1989] 1990 1991 (1992 1893 /1994 [1995 1996 1997 1998 1999 | 2000 2001 | © VALUELIE PUB, INC. 0305
1225 1267 1202 1187 1148| 11.67| 1263 1275 | 1276 1321 12683 1370 1530 841 | 1632 1730 1860 2005 Revenues per sh 240
57 267| 270 2585) 67| 2685| 286 277 304 13 32| 352 a8 am 425 3900 433 4.75 ["Cash Flow" persh 555
15 16| 18 13| tM| 1.4 13 1H| 151 57 18] 166 168 158 173 183 200 If5:Eamingepersh A 275 |

L4 58| 104 107 07| w7 107 407 110 ol 198 122 1.6 130 134 134) 134 1.34 [DivdDecl'd parshSa 1.4
4 4 41 ang| ;| 13| 1B 9B | 95 L | 1% | 200 182 ofi | IE i W 1% Cap'l Spending per sh 35
928 982 055 1044] 1058 1087 1074 105 1143 1B6 ) 1246 | 1309 1381 1408 | 1402 1418 | 1445 1495 |Book Valuspersh © 18.55

50040 53777 | SEO.83  GO0B) | Bat.a0 | BITA1| 69191 Ba1.a1 | 69007 642:55'1 C5700 [ 67000 E77.00 68500 | 6063 GI0.00 | S4500 62000 Common Shs OQutstp D §20.00
Y 64| T8 89| &I 98| €8 WE| 15 Ta5| 4| 112 VB 10| 157  1A3| Boidmgwesar JAvgARGIPEREEG 135 ]
50 52 52 &0 £8 KE] R/ 1 H Ba B B8 86 8t B2 £ Walus Lina Relative PE Ratio 0

13%  98% | B6%  BON| B6% | 83%] BN TS% | 63%  54% | D% | 56% 55%  SO% | 48% Si%] Y™ aoaniDdvied 1%

CAPITAL ETRUCTURE a8 of 373049 79750 BUS0Q | BOT30 84800 | B27.0 | 91800 10358 12611 | 11403 115651 12000 12500 | Revenoes (s} 14500

Total Debt $15.571 il Dus in 5Yrs ST 4000 | 9370 8060 1057.0 10056 | 1076.0 | 11916 12340 1450 | 19720 w428 | 1520 1980 |MetProm hai 19905 |

('me;“‘ 10, EJ-T"W‘*W“-"""'- W% 386% | 955% 382% | A% | 00% S78% W% | 4% 350% | 350%  I50% [income Tax Rate 0%

Pd Stock $2.429 mill.  Pid Div'd $200.0 mil, 16.0% T4% 1 2% 20% [ 21% | 21%  19%  16% 15%  20% ] 5% 1.5% |AFUDC % to Met Profit 1.5%
Inel, 1,350, &270 shs 4.2%-7.0%, eum pﬁd 51!” SLO%  49.0% | 457% 45.1% | 441% [ 449% 428% 464% | 455% 405% | 490%  50.0% [Long-Term Debt Ratio 50.0%
Jpar; 8 mill shs. 5 2%-8 8%, cum. pid 408%  428% | A5T%  4GA% | ATH% | 474% 407%  435% [ 400%  40.0% | 305K 30.9% |Comumon Equity Ratio £0.5%

$235 mil, 6.85%-7.00%, mand. redoem. pid; $207 5
il 74357 3%, g gdtﬁ 16509 16309 | 15834 16429 | 17211 | 18510 18553 22158 22817 23360 | 23455 23825 |Total Capital {Smill} une

16811 16500 | YOIBD 70013 | 20117 | 2306 20R 70652 | 14 ZSTGS| 7T 28300 |Net Plant (bl s
[t e E,"ﬂm“’f‘,,f“s'{,'gmum 80% TH% | B8%  G5% | TO% [ 78% TR 7% | T6% TSK| &0%  L0% [RehunonTowl CapT  E0K
9,00% eyl racom, pid, 2 $25 b, val, 15% 107% | 123% T20% | 102% L U7% 16% 5% | 100% 120% | 1295 110% [RewmonSwEouy  135%
Common Stock 673,003, 0D ahs. sa of (U3TAS | 1215 H.2% | 1325 130% | 104% { 126% 122% 113% | ©00% 400K | 140K 145% |RelmonComEculty € 5% |
MARKET CAP: $14.8 blllion {Large Cap) 27%  15% | 6% 36% | 27% | 39% 00% 20% | 2i% I5%| 50% 5.5% [Retainedio ComEq 7.5%
FLECTRIC OPERATING STATSTICS B BN | BN TSK| TN | TSN TI% N | M%  JTH] 0% 66 [ANDWdemNerProl 5%

1996 1097 1048 - ——
3+ BUSINESS: The Southem Company's five operating subsidiaries  nues, Fual sources: coal, 73%; nudlear, 15%; hydro, 4%; ofl and
iﬂm&@%ﬂf'&:ﬂ .;ﬁ% 4??3} .;?a% sapply wlecticly o sboul 122,000 square imiies of Gourgia (2% of  gess, 3%; qur. pwr, 5%, Fuel & Pur. Pwr. wods; 32% of '98 revs, |
hog hdstRespa M) 404 395 410 | 1998 reva); Alabama (35%); th ms), and Mwsdpd (6%). Has aboul 31,850 employees, 167,055 shareholders, '98 dapracia-
| Gyl B g.}?;g g;m 31139131 Reverne disirib. ('98): osidential, 38%; Wndustrial, 28%; commer-  ton Tate: 4.7%. Estimoted plan ege: 11 years. Chairmen & CEO:
T, e 623 “504 £00 | o8l 33%; other, 1%. Textle, chemical, and paper companies are A W. Dehiberg. Inc.: Del. Addr.: 84 Parimeter Ganter Easl, Atianta,
lmﬂm&f-ﬂlﬂ +20 +21 +20 | lagest customer oups, acmunt'rl; for the bulls of industrial reve-  GA 30346. Tel.; 404-293-0650. Intemet: www.southermnca.com.

o, - Though not now timely, top-quality providing the cash flow necessary for ex-
iﬂﬁmd?& Past 29'(:“ 2526“ .9;_9.; Southern stock holds good ?ﬂg-term pansion.
ofchange (per st} 10Ym. SV, towaes | appeal for utily investors As borrow- Overseas ventures should support
Revenues 35% 85% 60% | Ing rates rise, utrility stocks, Southern in- strong bottom-line growth over the
+Cash Flow” 40%  55% 60% | cluded, have realized downward price next 3 to 5 iz'sam The Southern Ener
" | Dividends };‘332 %;g% 9:%’2 | pressure. Indeed, this stock i1s currently Inc. (SEI) subsidiary may well account
| Book Valua 36% 40% 50% | trading at a 52-week low. Sdil, given 30% of corporate earnings by 2002. While
Cak QUARTERLY REVENUES failjr Forl Southern's solid business prospects, beth management has increased its focus on the
endar |Mar3 Jund0 Sep30 Dect| Year | IN the regulated and nonregulated arenas, domestic market, where there's ample op-
197 [ 85 2T dom ame |1oen] Ve believe that utility investors will be portunity, foreign operations, as a whele, |
1998 | 2495 213 057 2538 | 11403 | Well-rewarded over the pull to 2003-2005. are benefiting overall results. Most notab-
1999 | 2442 7791 7% 2618 | 11585 | Management is building an enormeus f{r Saul, a sizable (1,200 megawatt) coal-
2000 | 2535 2000 3880 2685 |12000} physical generating base. The goal is to ed project in the Philippines, has begun
001 | 2650 3020 4635 2798 | 12500 establish §4 glpawatts of low-cost capacity (ﬂerating. and is now a nice contributor.
1 ea. EARNNGIPERSRARE » | Fuy | Witiln a few- years. Southern s busy ac- st cuts are underway at the Western |
endar [Mar3d Jun30 Sep30 Dec3t) Year | Quiring and bullding plants. The focus s “Power Distribution unit in the UK. and at
W | B 3 % | iss) on raising the proportion of natural gas Bewag in Germany. These two large regu-
4 3 74 77| q73| operations, which are generally cleaner lated businesses offer steady net-income
ma | B 2 w17 | 1ms| and moare efficient than other fossil-fueled flows. Also, an energy marketing subsidi-
ooon [ a7 80 80 23| 2e0f (eoal and oil) facilities. At the same time, ary in the Netherlands holds exciting
20| 4 .5 M 27| 215] the company is busy expanding its enerﬁ)sl growth potential. Although we are positive
Cal- | OMARTERLYOVIDENDS FAD=® | pyy | rad and marketing capabilities on Southern's overseas foray, Investors
ender [Mar31 Jund0 Sepd0 Dec3t| vear | deregulation spreads across the U.5, reve- should note that there have been a few
w365 35 55 a5 | 135 nues and net profits should quickly rise, in sethacks, namely in Argentina and Chile.
997 | 305 w5 35 3% | tao| all likellhoad faster than the industry In its faver, management is quick to react,
> e

198 5% A% averapes. Currentiy Southern's depend- and has worked to divest businesses that
199 { 335 335 %35 935 able regulated er business, located in don't Hive up to their original promise.
2000 { 3% the econumir.al[ healthy Southeast, Is David M. Keimer March 10, 2000
J Exd. noorec. items: 64dg; 90, Divd datus: the Sth of Mar., June, cost. Af'd retum on 10.0%- | mmmm A
6‘ 87, df 'G d33¢.'93 3. dn? saver- :gd[gcmi Piv_'sdamsh;vest_ plan alvd ]lm{ 14. S%C%amAL, Ly . COM. eq?%??.di‘)&g m gg
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