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1 indicate to you that they had any problems issuing debt or
2 eguity?

3 A I think in that area we have to go back to
4 the original answer, that they expend a substantial amount
5 of effort to raise capital, and you can interpret that as
) problems or not. People are not beating their door down

7 like they are at General Motors to get capital placed with
8 the company, or General Electric. Those companies

S actually operate banks where people can deposit funds on a

10 short-term basis.

14 Q. Could I have the annual report back, sir?

12 I want to talk for a while about the

13 discounted cash flow method. Are you familiar with that

14 method?

15 A. I am.

16 . And is that a generally accepted method to
17 determine the cost of common equity?

18 A It is.

18 Q. And 1s that one of the methods that you

20 utilized in this rate proceeding?

2. A, It's the primary method I used.

22 Q. And is that a method that Mr. Murray

23 utilized in this proceeding?

24 B TE ag.
25 Q. And is that a method that Mr. Allen
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1 utilized in this proceeding?
2 i Yes.
3 ) And is the discounted cash flow method of

4 determining the cost of common equity the most accepted

methodology for ratemaking purposes?

A, Every survey I've seen says that it is at

the moment.

o 1 oW

Q. And 1t's more accepted than, for example,

9 the capital asset pricing method?

10 A. That's correct.

525 | 0. Or the risk premium analysis method?

12 AL That's correct.

13 Q. Why is that, sir?

14 . I can't explain why it is. I think it's

15 probably a superior model. 1It's been less subjected to

16 criticism than the other two.

L7 G. And has that model been subjected to peer
18 review articles in wvarious finance journals?
19 A, I don't believe that the discounted cash

20 flow model, as we use it in the regulatory environment, 1is
21 something that's been the subject of peer review articles.
22 Q. Has the discounted cash flow method been

23 accepted by numerous public service commissions for use?

24 4. It has.

25 0. Has the discounted cash flow method befn :
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