CORRECTED APPENDIX F

DEVELOPMENT OF A proxy GROUP

Q.
PLEASE EXPLAIN HOW YOU DEVELOPED A GROUP OF Electric

     utilities WITH RISK CHARACTERISTICS SIMILAR TO Empire.

A.
The following selection criteria have been used to develop a group of comparable electric utilities:


1).  Publicly traded company;


2).  Greater than 60% of total revenues from regulated electricity sales;


3).  Dividend Paying;


4).  Covered by Value Line;


5).  Standard & Poor’s Bond Rating of at least (BBB-) or a Moody’s Bond Rating of  

                     at least Baa3;                                                                                                                                                

 
6).   Covered by C.A. Turner Utility Reports;

 

The following companies met the selection criteria: 1) American Electric Power; 2) Central Vermont Public Services Corp.; 3) Cleco Corp.; 4) Duquesne Light; 5) First Energy; 6) FPL Group, Inc.; 7) Green Mountain Power Corp; 8) Hawaiian Electric 9) Idacorp, Inc. 10) Pinnacle West 11) Progress Energy 12) Southern Co. 13) UIL Holdings.

Q.
HAVE YOU MADE ANY RISK evaluations for the industry GROUP?

A.
Yes.  As shown on Schedule TA-4, I have examined several measures that typically act as indicators of relative risk.  



The beta coefficient;



Fixed charge coverage; 



Value Line Safety rating;



Bond Rating from Standard & Poor's;



Average common equity ratio;



Value Line Financial Strength.

Q.
WHAT CONCLUSIONS CAN BE DRAWN FROM THIS ANALYSIS?

A.
Generally, the level of overall, or total, risk for the industry companies is representative of the risks faced by Empire as a regulated electric utility.

