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SCHEDULE JVW-3

COMPARISON OF DCF EXPECTED RETURN ON AN INVESTMENT IN

ELECTRIC COMPANIES

TO THE INTEREST RATE ON MOODY’S A-RATED UTILITY BONDS


	Line No.
	Date
	DCF
	A-Rated Bond Yield

	1
	Sep-99
	0.1138
	0.0793

	2
	Oct-99
	0.1146
	0.0806

	3
	Nov-99
	0.1176
	0.0794

	4
	Dec-99
	0.1224
	0.0814

	5
	Jan-00
	0.1216
	0.0835

	6
	Feb-00
	0.1259
	0.0825

	7
	Mar-00
	0.1298
	0.0828

	8
	Apr-00
	0.1225
	0.0829

	9
	May-00
	0.1210
	0.0870

	10
	Jun-00
	0.1234
	0.0836

	11
	Jul-00
	0.1244
	0.0825

	12
	Aug-00
	0.1218
	0.0813

	13
	Sep-00
	0.1154
	0.0823

	14
	Oct-00
	0.1156
	0.0814

	15
	Nov-00
	0.1162
	0.0811

	16
	Dec-00
	0.1145
	0.0784

	17
	Jan-01
	0.1179
	0.0780

	18
	Feb-01
	0.1185
	0.0774

	19
	Mar-01
	0.1190
	0.0768

	20
	Apr-01
	0.1254
	0.0794

	21
	May-01
	0.1280
	0.0799

	22
	Jun-01
	0.1286
	0.0785

	23
	Jul-01
	0.1299
	0.0778

	24
	Aug-01
	0.1305
	0.0759

	25
	Sep-01
	0.1330
	0.0775

	26
	Oct-01
	0.1307
	0.0763

	27
	Nov-01
	0.1311
	0.0757

	28
	Dec-01
	0.1307
	0.0783

	29
	Jan-02
	0.1288
	0.0766

	30
	Feb-02
	0.1299
	0.0754

	31
	Mar-02
	0.1261
	0.0776

	32
	Apr-02
	0.1225
	0.0757

	33
	May-02
	0.1232
	0.0752

	34
	Jun-02
	0.1211
	0.0741

	35
	Jul-02
	0.1292
	0.0731

	36
	Aug-02
	0.1241
	0.0717

	37
	Sep-02
	0.1259
	0.0708

	38
	Oct-02
	0.1261
	0.0723

	39
	Nov-02
	0.1208
	0.0714

	40
	Dec-02
	0.1179
	0.0707

	41
	Jan-03
	0.1144
	0.0706

	42
	Feb-03
	0.1178
	0.0693

	43
	Mar-03
	0.1140
	0.0679

	44
	Apr-03
	0.1101
	0.0664

	45
	May-03
	0.1045
	0.0636

	46
	Jun-03
	0.1001
	0.0621

	47
	Jul-03
	0.1009
	0.0657

	48
	Aug-03
	0.1008
	0.0678

	49
	Sep-03
	0.0980
	0.0656

	50
	Oct-03
	0.0964
	0.0643

	51
	Nov-03
	0.0952
	0.0637

	52
	Dec-03
	0.0924
	0.0627

	53
	Jan-04
	0.0899
	0.0615

	54
	Feb-04
	0.0896
	0.0615

	55
	Mar-04
	0.0893
	0.0597

	56
	Apr-04
	0.0904
	0.0635

	57
	May-04
	0.0941
	0.0662

	58
	Jun-04
	0.0940
	0.0646

	59
	Jul-04
	0.0935
	0.0627

	60
	Aug-04
	0.0939
	0.0614

	61
	Sep-04
	0.0932
	0.0598

	62
	Oct-04
	0.0929
	0.0594

	63
	Nov-04
	0.0888
	0.0597

	64
	Dec-04
	0.0908
	0.0592

	65
	Jan-05
	0.0910
	0.0578

	66
	Feb-05
	0.0908
	0.0561

	67
	Mar-05
	0.0903
	0.0583

	68
	Apr-05
	0.0904
	0.0564

	69
	May-05
	0.0900
	0.0553

	70
	Jun-05
	0.0904
	0.0540

	71
	Jul-05
	0.0892
	0.0551

	72
	Aug-05
	0.0902
	0.0550

	73
	Sep-05
	0.0922
	0.0552

	74
	Oct-05
	0.0941
	0.0579

	75
	Nov-05
	0.0944
	0.0588

	76
	Average
	0.1105
	0.0703


Notes:  Utility bond yield information from Mergent Bond Record (formerly Moody’s).  See Appendix 3 for a description of my ex ante risk premium approach.  DCF results are calculated using a quarterly DCF model as follows:

d0
=
Latest quarterly dividend per Value Line

P0
=
Average of the monthly high and low stock prices for each month per Thomson Financial
g
=
I/B/E/S forecast of future earnings growth for each month.

k
=
Cost of equity using the quarterly version of the DCF model.
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	Line No.
	Date
	DCF
	A-Rated Bond Yield

	1
	June-98
	0.1081
	0.0703

	2
	July-98
	0.1105
	0.0703

	3
	August-98
	0.1176
	0.0700

	4
	September-98
	0.1229
	0.0693

	5
	October-98
	0.1229
	0.0696

	6
	November-98
	0.1171
	0.0703

	7
	December-98
	0.1133
	0.0691

	8
	January-99
	0.1148
	0.0697

	9
	February-99
	0.1189
	0.0709

	10
	March-99
	0.1215
	0.0726

	11
	April-99
	0.1221
	0.0722

	12
	May-99
	0.1193
	0.0747

	13
	June-99
	0.1185
	0.0774

	14
	July-99
	0.1197
	0.0771

	15
	August-99
	0.1194
	0.0791

	16
	September-99
	0.1200
	0.0793

	17
	October-99
	0.1213
	0.0806

	18
	November-99
	0.1229
	0.0794

	19
	December-99
	0.1269
	0.0814

	20
	January-00
	0.1291
	0.0835

	21
	February-00
	0.1335
	0.0825

	22
	March-00
	0.1321
	0.0828

	23
	April-00
	0.1298
	0.0829

	24
	May-00
	0.1269
	0.0870

	25
	June-00
	0.1268
	0.0836

	26
	July-00
	0.1293
	0.0825

	27
	August-00
	0.1268
	0.0813

	28
	September-00
	0.1240
	0.0823

	29
	October-00
	0.1244
	0.0814

	30
	November-00
	0.1220
	0.0811

	31
	December-00
	0.1202
	0.0784

	32
	January-01
	0.1224
	0.0780

	33
	February-01
	0.1233
	0.0774

	34
	March-01
	0.1246
	0.0768

	35
	April-01
	0.1218
	0.0794

	36
	May-01
	0.1285
	0.0799

	37
	June-01
	0.1290
	0.0785

	38
	July-01
	0.1313
	0.0778

	39
	August-01
	0.1314
	0.0759

	40
	September-01
	0.1218
	0.0775

	41
	October-01
	0.1230
	0.0763

	42
	November-01
	0.1237
	0.0757

	43
	December-01
	0.1218
	0.0783

	44
	January-02
	0.1196
	0.0766

	45
	February-02
	0.1202
	0.0754

	46
	March-02
	0.1140
	0.0776

	47
	April-02
	0.1106
	0.0757

	48
	May-02
	0.1105
	0.0752

	49
	June-02
	0.1113
	0.0741

	50
	July-02
	0.1189
	0.0731

	51
	August-02
	0.1178
	0.0717

	52
	September-02
	0.1216
	0.0708

	53
	October-02
	0.1199
	0.0723

	54
	November-02
	0.1166
	0.0714

	55
	December-02
	0.1163
	0.0707

	56
	January-03
	0.1167
	0.0706

	57
	February-03
	0.1182
	0.0693

	58
	March-03
	0.1155
	0.0679

	59
	April-03
	0.1130
	0.0664

	60
	May-03
	0.1085
	0.0636

	61
	June-03
	0.1076
	0.0621

	62
	July-03
	0.1077
	0.0657

	63
	August-03
	0.1086
	0.0678

	64
	September-03
	0.1072
	0.0656

	65
	October-03
	0.1069
	0.0643

	66
	November-03
	0.1035
	0.0637

	67
	December-03
	0.1016
	0.0627

	68
	January-04
	0.1039
	0.0615

	69
	February-04
	0.1019
	0.0615

	70
	March-04
	0.1016
	0.0597

	71
	April-04
	0.1019
	0.0635

	72
	May-04
	0.1022
	0.0662

	73
	June-04
	0.1015
	0.0646

	74
	July-04
	0.0991
	0.0627

	75
	August-04
	0.0988
	0.0614

	76
	September-04
	0.0980
	0.0598

	77
	October-04
	0.0980
	0.0594

	78
	November-04
	0.0968
	0.0597

	79
	December-04
	0.0977
	0.0592

	80
	January-05
	0.0971
	0.0578

	81
	February-05
	0.0960
	0.0561

	82
	March-05
	0.0960
	0.0583

	83
	April-05
	0.0970
	0.0564

	84
	May-05
	0.0963
	0.0553

	85
	June-05
	0.0960
	0.0540

	86
	July-05
	0.0950
	0.0551

	87
	August-05
	0.0953
	0.0550

	88
	September-05
	0.0957
	0.0552

	89
	October-05
	0.0966
	0.0579

	90
	November-05
	0.0984
	0.0588

	91
	Average
	0.1140
	0.0706 


Notes:  Utility bond yield information from Mergent Bond Record (formerly Moody’s).  See Appendix 3 for a description of my ex ante risk premium approach.  DCF results are calculated using a quarterly DCF model as follows:

d0
=
Latest quarterly dividend per Value Line

P0
=
Average of the monthly high and low stock prices for each month per Thomson Financial
g
=
I/B/E/S forecast of future earnings growth for each month.

k
=
Cost of equity using the quarterly version of the DCF model.
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