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" -
SANRSCASH VALUE

~erhﬂe. action 2802,

FElr Cash VAlue” means the value or
gEERaWhICh a willing buyer would
pliiciase property and a willing seller

Byeuld sell’ property if both parties are
knowledgeable about the property
and Its uses and If neither party Is
unI?er any undue pressure to buy or
sell.




.
BININVARY.VALUE CONCERTM S

SE | AIUEOaIi] .[‘.aLB.d_pJ’_Operty
dSEENVNBIE WIThOUT reterence to the
vrrll' @i IS' component parts.

Sigrar Unitary Appraisal we value all of
Iﬁe assets, real and personal,

~ tangible and intangible (Article 10,
Sec. 6a) as an operating unit.




&
eS)NEACONCERN VALUE CONGERI

SNNENAIUEOf aRLOPEalinG DUSINESS;
SHLEPHSEWNICANST preduced by the

155 mblage oft the land, building,
ar OJf equipment and marketlng

= 0pe Sration.

fﬁ?his process creates an economically
vialle business that Is expected to
continue In operation for the /ong
term.




IREE APPROACHESTIOAALUE™

SVEliet Approach :

—

— SCost Approach

*Income Approach
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ARKE I APPROACH

SISales
Comparison
Analysis

® Gross Income
Multipliers

® Gross Rent
Multipliers
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PUBL|C ,ERVICE MARKET AREROACH

L/ ?) L/ I
Q>
I
J )
Q)

J that dor eccur are very

,L 1bult to value for a local Ad

__..- alorem tax.

' °Surrogate or a replacement for an
asset sale is the Stock and Debt

Approeach.

't— (b

-




etheoretical basis for this
PPIOECH IS that the market value

O the unit may be estimated by
& sUmming the market values of the
Jiabilities (long term debt) and the
OGWRErs equity at a single point Iin
time (I.e. assessment date).




SIOEIKCAND, DEBTL (cont.)s
= FOrILIE —— - p—
IELINUMBEN OF shares outstanding
WINESTLAEe market price™.

o PLUS

“SThe market value of the companies
dept™.

> As of a specific date.




=
WAND DEBT] (ConL.) =

o By /e =
- ABC Capgloein)y
SNV OG 000 @ $55 = $777,000,000

__ ___I_ _g Term Debt = $200,000,000

—-

g -_-
— —
g

T, T -

e
"
e

$770,000,000 + $200,000,000 =

® 5970000000 Falr cash Value




- __:a 10, 0o calculation Is readily
ZWelianle.

— *‘A ctual calculations are

- -
i

—= straightforward.

® Provides a forward looking view
of the firms value.




SH@CIK. AND D_EBT (Cont.)s

Jfﬁ/' —

ANEGEAU0N pPreklems When stock IS
rro: a2 helding company and assets
BEING Valued are local.

SSComparability issue. Are stock values
= =truly representative of the underlying
~assets ?

e \/olatility of Market due to outside

Influences that may have nothing to
do with the company being valued.




VIARKETT APPROACH SUNMMARY*=

SVARSEI ERVIDNIIENTIEIRE
soImparables s the ideal situation.

S hpractlcally non-existent for

ubllc Service Companies.

" °Stock and Debt Approach Is a
viable alternative but reguires

careful analysis by the appraiser.

g—
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B@STLAPPROACH
- J//j//F/ Cosr— rlisiorical casizit g2 ilpe]
216e ur tleln) o) constructlon |ess depreciation.

N0/ Cost— Estimated cost to
oan uct at: current prices, an exact duplicate

of f pllca property with the same or similar
— Ierlal

-

Rep/acemem‘ Cost— Estimated cost to
construct, at current prices, a property with
equ/va/em‘ Uity using modern materials and
current construction techniques.




e N
SRIGINAL COST APPROACHK(CONt)-

”Qd' SDENNECIANENNG ONSOIESCENCE

SEEKADEPIECIAtioN'— An accounting
wrrr ‘that refers to the amount of
saglielirecapture written off an

BWRAEKS 806KS accoraing to current
‘Tax JAWS.

“®0Ohsolescence — A form of
depreciation that, /f /t exists, can be
measured through market analysis.




ORIGINAL COST APPROACH 1 (Gont.).

SNEN O1111S Of Obso/escence

— e ——

Sy aNklioa)— Loss in value resulting
'fro defects in design. Initial design

E=plcchianges over time In materials or
— bundlng standards.

s'Eeconomic / External— Loss In value
from causes outside of the property.




LORIGINATCOST APPROACH (cont.)

P

—— 'll"':-

AHE |ocal level it canibe a change in
Z8IING G ECENT ConStItICtion of an
lmrl. Sirable Preperty In clese proximity.

s S

—--'"1‘_'5- -

Publlc Service companies it can be
:caused Py over restrictive regulation or
government induced environmental
restrictions.




5] APPROACH CALCULATIONI =
r\ 16 Company =
DI E M NS EIViCe M 160,000,000
SAVaeErals & Supplies 22,000,000
A nventories & Fuel 18,000,000

Btal Blant 1.200,000,000

- m

:r.

=% ess: Accrued Dep. 310,000,000
ssNet Investment 390,000,000
e Plus: CWIP 30,000,000

Cost Fair Cash Value 920,000,000




30ST APPROACH SUMMAR,

SNIIEE types ol Cost Appralsals
Jrluo origina
%( roductlon

—

placement

';FObsoIescence is a form of
depreciation that can be the result of
a deficiency In the property Itself or
from causes outside of the property.




S N
INGONME APPROACH

- The Ecoriormic Prrciole oF
AVlpan0/7S fundamental to this
zlg)e ferele )

SRVl Ator Principle — " Value [s
f—f Created by the expectation of
penefits to be derived In the
future”.







N
INGOINVE APPROACH (conta)™ ws

5 or' e e HCEEN AR PIOACH
WVW== INCOME / RATE

a/ue in this case is the Fair Cash
— Value for tax purposes as defined
In Title 68, sec. 2802.




N
INGOINVE APPROACH (conta)™ ws

SNIICome. utilizedlis Wer: Operatiig icoiie
AU e ESUMEEd USING SImplefive
Vezlr average, five year weighted
VENA0E OF regression analysis.

BSO1 rare occasions a shorter time period

e

e

——may be utilized if in the opinion of the

appraiser it will produce a more
accurate estimate for next years
INncCome.
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INEOIVE APPROACH (conte)™

S The Haig 19 2 CadlizliZeion ralealse
eYWRras a Discount Rate.

AHE 2niapplied to an estimated income

gSiieam  as shown in our formula,
SN2l /ncome / Rate

s Apn estimate of Fair Cash Value Is
preduced.




.
INGOIVIE APPROACH (conts)™ e

A Cal |taI|zat|on Rate s COMPOSE Of
WRCICTIENIIS

SMIENINSE IS an estimate of the Cost of
Debi s information Is available

@I rAating agencies such as the
_%*Mergent Bond Record which has
Peen tracking long term corporate
pond yields since 1929.

e [he Cost of Debt for Public Service
Companies for 2008 was 6.11%.




s-ii_
EARPPROACH (conis)™
econd element Is an
SLENOISENEG LY/ IRdlE:

_ e EquIty Rate is to be reflective
) ~an Jiavestors requirea rate or

- Herg)

~eln simpler terms it is t/e rate

requirea to entice you to /nvest
your money in the enterprise.




.
COIVIE APPROACH (conts)™ s

¢ |ty Rate con3|sts of WO COITIPBIIEIILS:

a. r‘J'.‘ L"." l ,._ ma”y
“year Gevernment Treasury Bond Rate.
0B At rate was 4.5%.

Second component is known as the A/sk

e

P Szare. As the name implies it is
= Yepresentative of the premium aoove the safe

= rate that investors require to accept the
Uncertainties or additional risk associated with

the Investment.
s JrerEquity. Rate Is simply the sum of the two
COIMPORENLS.




.
INCOVE APPROACH (cont.)”

WIE RISK PREMIUM RATE -

—

SSNTHE “RateisRightiiGameme




HESSRANNE IS RIGHT GAME

2ayiadiojlg=> ""'" _—
SREECHNOT You have Justinherited $1 000,000
S BVVEVEISIGMKE LI OUIRINNEIRNCEOUNILST
mEcIately Invest the itil"amount i the stock
MIRet (S&P 500).
IR ECEOORNEWS I You get to determine
WigaiANE OF RETURN you will receive for your

-I vestment

,u_-'HE BAD NEWS 1T In setting your Risk
= Premium Rate you must not exceed the long
term historical average range.

s [HE UGLY NEWS !l If you are to high you
|mmed|ately forfeit your entire inheritance.




HE “RATE IS RIGHT “ GAME

CUIDELINESES —
SRYERIll Lise a Safe Rate. of 4.5%.

SN GUREE IING 1o determine wiat additienal %
Wenldee appropriate to develop an Equity Rate
'tha;' Itline withr historical averages. You can
SSuate Within a tenth of a per-cent.

- T 315 rate should be high enough to enfice you to
vest Ut should not exceed the historical
f" = average.

~ & You will stay a MILLIONAIRE provided your
estimate Is within a reasonable range.

® |f you are outside of the range....







S
JEEESRATE IS RIGHT4GAVE

5 A
- -TOI’O'your answer on the FrESPONSE

SHEET:

= GOOD




.
RESPONSE SHEET: -

VVAestimate for the Z/SK
N RATE is

%




=
IEEFRATE S, RIGHTRAGANE

r<J PREI\/IIUI\/I HISTORICAL RANGE IS —




.
SONE APPROACH (cont)™

I
dilerolr Safe Raterof 4.5% to a Risk
Il sayN =N predUcEs an

|

Al
P
=l nw Rete: of %)

Our Ee U|ty Rate of 11.00% Is then

Sl Pined with our Debt Rate of 6.11%
firotigh a Band of Investment calculation
*'t‘@ preduce a Capitalization Rate.

Eor illustration let’'s assume a Capitalization
Rate ofi 10%.




N
INGONVE APPROACH (conts)™

> YALUE = INCOME £ HATE

SVABE COVMPANY ESTIMATED INCOME
69,000,000

-

= SWALUE = 89,000,000 / 10%

[

sA\/VALUE = 890,000,000




NCOMEAPPROAGH SUMMARY-

SHMENECONOMIC PHRCIpIE off Ant|C|pat|on IS
REEMERIEISONENRCOMENAPRIGECH:

SNREeME Formula is Valie=/ncome/Rate
pacuiigifnistorical income Is obtained from

EEiedsinancial statements to estimate

,—1_‘_._'—-

— ﬂext YEAI'S Income.

st calculating the CAPITALIZATION RATE
several iIndependent sources of financial

Information are utilized.




- -
RECENCIIAton and the Final Vallie s
opiion = -

PABC COMPANY Fair Ce e

POt and DEBT  970.000.000

ESSNCOST APPROACH 920,000,000

| SN

— = —

= & [NCOME APPROACH 890,000,000




B
RECONCILIATION and the EIINAL o

YALUE OPINION

> FINAEVARE TIVIAS SASED ON
THE APPRASERSIYBIE =N

NVOAPPRAISAL STANDARDS -

SSRJVE AVOID USING FIXED WEIGHTS.

m

,_-

— S HE RECONCILED NUMBER SHOULD
ALWAYS REFLECT MARKET PERCEPTIONS
AND PREFERENCES NOT PRE-CONCEIVED
NOTIONS OF TAXABLE VALUE.







