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Utility stocks, urn, party like it's 1999
ByAdam Shell November 10,2014 9:49 am
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The setting sunsilhouettes electric transmission linescrossing Berea, Ohio. (Mark Duncan, AP)

Utilities, thosestodgy dividend-paying stocks, are on fire and acting a little bit like high-flying tech
stocks in the 1990s. Is the sector getting too pricey?

Heading into Monday's tradingsession,the utilities sector of the Standard&Poor's 500-stock
index, which gained1.6% lastweekand is up a hefty11,6% higherin the past three months, is
sportinga 21,4% gainfor the year.Thatsizable gain is more than 11 percentagepoints better than
the 9.9%gain for the benchmark S&P 500,accordingto S&P Capital IQ data. The utilitiessector is

trading at all-time highs.

The stellaryear-to-date performance fromthe sector ranksNo. 1,edging out the 20.7% gainfor
health care and 15.3% return for the information technology.-

"The S&P 500 utilities sector... continues to act more like the.'90s Internet group than the no-

growth defensive (sector) that it is," Bespoke Investment Group told clients ina research note.

Indeed, there's a potential downside to the upside in utilities.

Lastweek,the sector briefly became more expensivethan the overall market, as measured by
the S&P 500, Bespoke says. TheP-E ratioof utilities is nowroughly .17.7, above itsaverageP-E of
14.5 dating back to 1990, according to Bespoke.

Thechart belowshows the spike inthe trailing four-quarter price-to-earnings ratioof the sector.
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The rally intheUtilities sector toall-time highs has alsoboosted thesector's P-E
ratio above that of the broad market.(ChartBespokeInvestment Group) .

Abigreason why investors are willing to payup for dowdy utilities isbecausethe index sports a
fat dividend yield, which investors find attractive ina low-rate environment. Thesector is now
yielding 3.6%, which isthe second-highest yielding sectorbehind telecom intheS&P 500, andwell
above the S&P 500's overall yield of 2.1%, according to S&P DowJones Indices.

ButBespokewarns that given that the utilities sector's P-E iswell above its long-termaverage, it
will likely revert back to its longer-term mean, or average.

"To get back to itsmean, thesector needsto startgrowing earnings faster than itsprice is
increasing, or its priceneeds to fall back down to earth,"Bespoke wrote. 'The latter isthe more .
likely scenario in our opinion."

Translation: Utilities'shares are likelyto lose altitude.
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Duff &Phelps Increases Recommended U.S. Equity Risk Premium froi
5.0% to 5.5%

Duff &Phelps regularly reviews fluctuations in global economic and financial market conditions that warrant periodic
reassessments of the recommended Equity Risk Premium (ERP). Based upon current market conditions, Duff &Phelps
recommends an increase in the U.S. ERP to 5.5% when developing discount rates as of January 31, 2016 and thereafter (ur
further guidance is issued). The prior Duff &Phelps recommended U.S. ERP was 5.0%, established asof February 28, 2013.
Both of these ERP estimates were measured relative to a normalized yield of 4.0% on 20-year US. Treasury bonds Click he
read the report.

Note thatfor valuations performed as ofDecember 31,2015, the Duff &Phelps U.S. ERP recommendation remained at 5.0°/
matched with a normalized risk-free rate of 4.0%.

The ERP is a key input used to calculate the cost of equity capital within the context of the Capital Asset Pricing Model (CAPf
and other models. The ERP is used asa building block when estimating a company's discount rate and is an essential ingred
of any business valuation.
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PUBLIC SERVICE COMPANY OF NORTH CAROLINA, INC.
DOCKET NO. G-5, SUB 565
PRESENT RATES & CHARGES

Paton Exhibit 1
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CUT Clean
Rate

No. Description
Facilities

Charge
Billing
Rate

Increment/

(Decrement)
Tariff

Rate

101 Residential Service
(a)

Facilities Charge - Per Month
Energy Charge - Per Therm

Winter - November through April
Summer- May through October

$10.00

$0.74340
$0.67577

$0.00596
$0.00596

$0.73744
$0.66981

102 Residential Service

Facilities Charge - Per Month
Energy Charge - Per Therm

Winter - November through April
Summer: May through October

$10.00

$0.69340
$0.62577

$0.00596
$0.00596

$0.68744
$0.61981

115 Open Flame Gas Lanterns
Facilities Charge - Per Month
Energy Charge - Per Therm

Winter - November through April
Summer- May through October

$10.00

$0.73744
$0.66981

$0.73744
$0.66981

125 Small General Service

Facilities Charge - Per Month
Energy Charge - Per Therm

First 500

Next 4,500
All Over 5,000

$17.50

$0.61179
$0.55143
$0.50750

($0.01809)
($0.01809)
($0.01809)

$0.62988
$0.56952
$0.52559

126 Small General Service - Cooling
Facilities Charge - Per Month
Energy Charge - Per Therm

$30.00
$0.52559 $0.52559

127 Small General Service

135

145

Facilities Charge - Per Month $17.50
Energy Charge - Per Therm

First 500 $0.56179 ($0.01809) $0.57988
Next 4,500 $0.50143 ($0.01809) $0.51952

All Over 5,000 $0.45750 ($0.01809) $0.47559

Natural Gas Vehicle Fuel

Energy Charge - Per Therm $0.70130 $0.70130
Energy Charge - Per GGE (b)

Large-Quantity General Service
Facilities Charge - Per Month $300.00
Energy Charge - Per Therm

First 15,000 $0.41914 $0.41914
Next 15,000 $0.39732 $0.39732
Next 15,000 $0.37782 $0.37782
Next 15,000 $0.35236 $0.35236

All Over 60,000 $0.33117 $0.33117



PUBLIC SERVICE COMPANY OF NORTH CAROLINA, INC.
DOCKET NO. G-5, SUB 565
PRESENT RATES & CHARGES
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Rate

No. Description

CUT Clean

Facilities Billing Increment/ Tariff

Charge Rate (Decrement) Rate

150

160

Large-Quantity Interruptible
Commercial & Industrial Service

Facilities Charge - Per Month $600.00
Energy Charge - Per Therm

First 15,000 $0.35261
Next 15,000 $0.33171
Next 70,000 $0.31085

Next 500,000 $0.29027
All Over 600,000 $0.26941

Special Sales Rate

Facilities Charge - Per Month
Energy Charge - Per Therm

$600.00
See Rate Schedule No. 160

165 Special Transportation Rate

$600.00
See Rate Schedule No. 165

$300.00

Facilities Charge - Per Month
Energy Charge - Per Therm

175 Firm Transportation Service For
Customers Qualifying For Service
On Rate Schedule No. 145

Facilities Charge - Per Month
Energy Charge - Per Therm

First 15,000 $0.14542
Next 15,000 $0.12360
Next 15,000 $0.10410
Next 15,000 $0.07864

All Over 60,000 $0.05745

$600.00

180 Interruptible Transportation
Service For Customers Qualifying
For Service on Rate Schedule No. 150

Facilities Charge - Per Month

Energy Charge - Per Therm
First 15,000 $0.10166
Next 15,000 $0.08076
Next 70,000 $0.05990

Next 500,000 $0.03932
Over 600,000 $0.01846

(a)

$0.35261

$0.33171

$0.31085

$0.29027

$0.26941

$0.14542

$0.12360

$0.10410

$0.07864

$0.05745

$0.10166
$0.08076

$0.05990

$0.03932

$0.01846
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PRESENT RATES & CHARGES
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Rate

No. Description

Rider A - Emergency Services
Energy Charge - Per Therm

Limited Emergency Service
On-Peak Emergency Service

Unauthorized Gas

Miscellaneous Fees
Returned Checks and Bank Drafts

Reconnection (c)
Residential - Regular Hours

After 5 p.m.; weekends, holidays
Non-Residential - Regular Hours

After 5 p.m., weekends, holidays

CUT Clean

Facilities Billing Increment/ Tariff

Charge Rate (Decrement) Rate

$25.00

$65.00
$95.00
$95.00

$125.00

$1.00000 plus cost of gas
$1.50000 plus cost of gas
$2.50000 plus cost of gas

(a)

(a) Rates do not include applicable sales tax.
(b) The rate converts 1.26 Therms to 1 Gasoline Gallon Equivalent (GGE).
(c) All reconnections that exceed one hour shall be billed the indicated rates per hour.



PUBLIC SERVICE COMPANY OF NORTH CAROLINA, INC.
DOCKET NO. G-5, SUB 565

PROPOSED RATES AND CHARGES

Rate

No. Description

101 Residential Service

Facilities Charge - Per Month
Energy Charge - Per Therm

Winter - November through April
Summer- May through October

102 Residential Service

Facilities Charge - Per Month
Energy Charge - Per Therm

Winter - November through April
Summer- May through October

115 Open Flame Gas Lanterns
Facilities Charge - Per Month
Energy Charge - Per Therm

Winter - November through April
Summer- May through October

125 Small General Service

Facilities Charge - Per Month
Energy Charge - Per Therm

First 500

Next 4,500

All Over 5,000

126 Small General Service - Cooling
Facilities Charge - Per Month
Energy Charge - Per Therm

127 Small General Service

Facilities Charge - Per Month
Energy Charge - Per Therm

First 500

Next 4,500
All Over 5,000

135 Natural Gas Vehicle Fuel

Energy Charge
Energy Charge

Per Therm

Per GGE (b)

Facilities

Charge

$12.00

$12.00

$12.00

$25.00

$30.00

$25.00

Billing
Rate

(a)

Paton Exhibit 2
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$0.80425
$0.73662

$0.75425
$0.68662

$0.80425
$0.73662

$0.64869
$0.58833
$0.54440

$0.54440

$0.59869
$0.53833
$0.49440

$0.73068
$0.92066



PUBLIC SERVICE COMPANY OF NORTH CAROLINA, INC.
DOCKET NO. G-5, SUB 565
PROPOSED RATES AND CHARGES

Rate

No. Description

140 Medium General Service

Facilities Charge - Per Month
Energy Charge - Per Therm

First 1,000
All Over 1,000

145 Large-Quantity General Service
Facilities Charge - Per Month
Energy Charge - Per Therm

First 15,000
Next 15,000
Next 15,000
Next 15,000

All Over 60,000

150 Large-Quantity Interruptible
Commercial & Industrial Service

Facilities Charge - Per Month
Energy Charge - Per Therm

160 Special Sales Rate

First 15,000
Next 15,000
Next 70,000

Next 500,000
All Over 600,000

Facilities Charge - Per Month
Energy Charge - Per Therm

165 Special Transportation Rate
Facilities Charge - Per Month
Energy Charge - Per Therm

Facilities

Charge

$100.00

$300.00

$600.00

$600.00

$600.00

Billing
Rate

(a)

Paton Exhibit 2
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$0.57869

$0.51833

$0.47292

$0.45110

$0.43160

$0.40614

$0.38495

$0.38199

$0.36109

$0.34023

$0.31965

$0.29879

See Rate Schedule No. 160

See Rate Schedule No. 165



PUBLIC SERVICE COMPANY OF NORTH CAROLINA, INC.

DOCKET NO. G-5, SUB 565
PROPOSED RATES AND CHARGES
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Rate

No. Description

Facilities

Charge

Billing
Rate

(a)

175

180

(a)
(b)
(c)

Firm Transportation Service For
Customers Qualifying For Service
On Rate Schedule No. 145
Facilities Charge - Per Month
Energy Charge - Per Therm

First 15,000
Next 15,000
Next 15,000
Next 15,000

All Over 60,000

Interruptible Transportation
Service For Customers Qualifying
For Service on Rate Schedule No. 150

Facilities Charge - Per Month

Energy Charge - Per Therm
First 15,000
Next 15,000

Next 70,000

Next 500,000
All Over 600,000

Rider A - Emergency Services
Per Dekatherm

Emergency Service
Unauthorized Gas

Energy Charge

Miscellaneous Fees

Late Payments
Returned Checks and Bank Drafts
Reconnection (c)

Residential - Regular Hours
After 5 p.m., weekends, holidays

Non-Residential - Regular Hours
After 5 p.m., weekends, holidays

$300.00

$600.00

$0.19921

$0.17739

$0.15789

$0.13243

$0.11124

$0.13104

$0.11014

$0.08928

$0.06870

$0.04784

$20.00
$50.00

plus cost of gas
plus cost of gas

1% of balance in arrears per month
$25.00

$80.00
$120.00
$120.00
$150.00

Rates do not include applicable sales tax.
The rate converts 1.26Therms to 1 Gasoline Gallon Equivalent (GGE).
All reconnections thatexceed one hour shall be billed the indicated rates perhour.


