
WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION STAFF

RESPONSE TO DATA REQUEST

DATE PREPARED: November 14, 2014 WITNESS: David Parcell

DOCKET: UE-140762, et a1. RESPONDER: David Parcell

REQUESTER: Pacific Power TELEPHONE: (360) 664-1307
(Tom Schooley)

49. Refer to page 40, lines 17-19, which states, "As the results indicate, my
recommended range would satisfy a coverage level at the benchmark range for an A
rated utility. In addition, the debt ratio exceeds the benchmark for an A rated utility."

a. Please confirm the sources of the benchmarks that Mr. Parcell uses to gauge
the reasonableness of the financial ratios he analyzes and their consistency --

with an A rating.

RESPONSE:. Attached are the source documents used to develop this table.
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See pages 16 to 19 far the compahy ranking Ei~t of busi-
ness profile scares segmented by industry sub-sector and
ranked in order of credit rating, oufioak, business prafiile
scare, and relative strerrc~th.

Business ProfiFe Score Methodolagp
Standard & Poor's me#hodoiog~ of determining cQrp~rate
utility business risk is anchored in the assesstneat of certain
speck characteristics that define the sector. We assign
business profile scores to each of the rated companies in the
utility and power sector on a 1E3-pa'urt scale, where '9' repre-
sentsthe lowest risk and '1~' tie highest risk Business pro-

Table 3

Revised Financial 6uidetines

Fuads from operafio~atsrest coverage fix)

Business Profile AA
1 3 2.5
2 4 3
3 4.5 3.5
T 5 ~+.2
5 5.5 4.5
B 6 5.2
7 6 6.5
8 1 ~ 7.5
9
t0

Funds ftoa~ opsratignJ~otat debt (%}

Business Ptafile RA
1 ZO 15
2 25 2D
3 30 35
4 35 2&
5 4d 34
ff 45 35
7 55 45
B 74 55
8
1Q

Total debt/total cepitat (%j
business Profile kA
1 46 55
Z 45 52
3 42 50
4 38 45
5 85 42
6 32 40
7 30 38
8 25 35
8
1D

Page 5 June 7, 2004

fi€le scores are assigned to all rated utility and power compa-
nies, whether they are holding companies,.subsidiaries, or
stand-alone corporations. For apera6ng subsidiaries and
stand-alone companies, ttre score is a battQm-up assess-
merrt. Scores for families of companies are a composite of
the operating subsidiaries' scores. The actual credit rating of
a company is analyzed, in part, by comparing the business
profile score wi#h the risk-adjusted financial guidelines.

for most companies, business profi{e scores are
assessed using five categories; specifically, regulation, mar-
kets, operations, competitiveness, and managemerr~. The
emphasis placed on each category maybe influenced by the

A BBS
25 7.5 1.5 1
3 2 2 T

3,5 2.5 2.5 1.5 1.5
~F.G 3.~ 3.~ L.~ L.~

4.5 3.8 3.8 Z.8 28
5.Z 4.2 42 3 3
&.5 4.5 4.5 3.2 3.Z
7.5 5.5 5.5 3.5 3.5
10 7 7 4 4
11 8 8 5 5

A BBS
15 1D 10 5
20 12 12 B
25 i5 15 to ID
~e za Zn ~~ t2
3Q ZZ 22 15 15
35 28 28 1E 7B
45 30 3fl 2~ 20
55 40 40 Z5 25
B5 45 45 3Q 3Q
7Q 55 55 4Q 40

a aea
55_ 6D 60 70
52 5H 5~ 6$
50 55 55 65 65
45 52 52 fit &2
az ~o ~o sa so
4~ 48 48 58 58
38 45 45 65 55
35 42 42 52 52
32 40 40 5Q 5D
25 35 35 48 48

BB

SB

sa

1
i.5

1.8
2

22
2.5
2.8
3

5
a
10
12
15
15
ZD
25

~a
68
s~
62
60
58
55
52

Standard & Poor's Utilities &Perspectives
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Revised U~li~y Crop ~inaneial Targets*
FF8 to tatat debt
Ensinesspaaition 'AR` lt' •B88` •gg• •8•
t 2t4.~ iSa - i&.5 S25 1ZS : - '7:D <71I
2 259.. Z3.if Z1D t&.6 :: 16A . , 1B5 <1fla
3 3i5 25.~t Z6A ZL~.D 2A.0 14:0 I4A 9.5 9.5 dD

~ 36.5 ~~ ; 3CS 3D5 2t~.5 .24:5.-• _125 t7S t2,0 ~ ~,12,Q &A

5 4l3:p. 33A 33.4 27.4 - 274. _ 205 24.5 i 5.Q 15.D 7.5

fi 4`rA 35.0 39.D 3t.Q :3L[f '; 2ZA ZZA 18A .t6:if E5

1 56A A?A 47D 3H.5 :3fi.5 245 24b 1Z0 ilA 3.5

8 F~i,U `~ 55A 5~.0 435 4Z5~.:-:,".Z7.5: T/S lfl5 185. 1111

9 - _ , : 64.5 49.5 _ '4°5 " _ =;'. 32D 32D 22.0 22B ......925

10 _ 78A &~i5 ?'c_S0.5 =. 39.Q 33.0 2$0 ":2HB 175

FFd "er~terest cosrerage
6nsinesspasition "AA - •A' BSB' __ _ 'H6' -;''~:.

i
_

~i Z.G ̀ 2.8 i.9 t.5 ' 'tt9 ~.9

Y 3.9 .33 3.3 25 2:5 t5 <3.5 - _

3 4b _ 39 .;: 3.9 3.1 1- 21 21 1.3 13 tt5

4 ~1 kS 4.5 3E 35 Z7. 27 1.8. 1.8 :, ..- DS

5 S.G ~B "` 4.fl 4A ~:0 3A . 3A 27 ? i Ta

6 ~8.6 5~',' 5.7 4.5 45 3.t ; 3.1 2.2 22' 12

7 6.3 '1! 7.Q 5.1 S,1 33 ~ 33 23 23 i:3'

B tII:2 S.s` 83 5.3 ~ 35 3.5 24 2~ t5

9 - - 55 7.7 7.1 k3 4.3 29 ~3 IE

16 -...: •>:: 113 &.& f~6 53_. 53 3.8 3~ Z~

Pretax interest tmrsssag$
_8usirtesz pusiEian : Alti ,A` 'H86' BS' `H'.

i ?B - Z.d: , 24 1.8 _ S.8 6E ' ~fl

~~' 2 3A ~9' . 29 23 23 33 <13 _
3 4.R_ 3.~„ 3.4 2.8 [5 t:8.: IB 7.1 _ t.l tI3.
4 #.G 4_I',' 4D 3.3 :3a" ~1 22 73 1.~ `QS
5 S.Q 4.3 4.3 3.5 ;'.3;5 ' 2.4 ̂ - 2.4 15 ?:S' t1E'

$ - a~ 52 5.2 A.~ ~S} ~E Z5 1.$ t& Q7:-:

7 &0 B.a 6.5 4.7 ~.7 -2E.". ZB 1.8 75. `09.'.

B 39- 0II B.0 5.5 ~ 5 3.~ : 3,6 2D ~€1 1.1 .

S _ 9J 6.6 6;fi 3.7.,, 37 2.5 2S i_4'

t~ - = tS.1 8.4 ~.4-
_50:.

59 3.3 :;~, 1.$

~~

Total deist to total t itst
Business pesition 95 4, _ %4, .BBB• •86• ,g•

t ~S X5;0 55D 615 ~7~ '' ST.5=:' >67S

2 dbS S1A 51.0 5HS 55.5 R5`:. X635 - -__

3 '42.6 t7:$ 47.5 53.0 53~ fil,Et 67 A 67D 6? ~ 74.Q ,.

4 39.5 ' ' ?3.0 -03A 49.5 '' X9.5 St:O : 57A 64.tE 6~.0_ 725

5 35A Si:5 4tS 47.0 4?A - SSQ.: ~5D 625 fi'S 71A

H 325. x5 39.5 46A .4& D 53.3: 535 60.5 h T:5 &9fl

7 ~I S s75 375 45.0 ~.~ ai 4 525 59.5 ~,5 ~.0

8 ?BA 35A 35A 43.6 C~ ~? ~ 51.5 58.4 ~A 66.0

9 - 30A 39A X99 475. 475 Sd.Q 54A S't5

1D 24A 33k a~.A ~~ 9Q5 4&9 A611. 539.

'As et 3une ~°..3' 9. ff4--Funds from opefatiwu,

Standard & Poor's Utilities &Perspectives

~~~~~~s
Lh'stit'seslPraiecf F"tn~ttc~jinfrastntct3tre
Genera! Contacts
CurtisMoukon NewYork(1~272-43&2D6~

John$ilardeila NewYark(tyZt2-438-7664

Cheryi Richer New York (1 ~ 212-~3&-1A8~

WiUiamChew New York{11212-43&?9Bi

United States
John BilardeRo,
U.S. Itweswr-(}armed USlities

Caosda
'Ehnmas Carmen

lntin America
Jane Eddy

EnropejA~liddfe Enst)Africa
kidan ffMahony

ksia(Pacific
Pau! Cougfilin

Rick Shepherd

6ar~ Fukuwmi

New York jt ~ 2t 2-03&7664

Toronm (1} 41Fr2~-60Dt

New Yatk (1 ~ 212-43&7°O6

Larr~on (44} 175-S2fr~18

Hang Knn9 i `~) z533.35Q2

Mel6att~ l61{ 3-9631-21}411

Tokya(BSF3-3593-8114

j~~~~~4ls~Rl~*!~

General Contact
Richarc! Siderman New YRrk ~7} 212-43&7863 -

United Stntes
Ridiard Siderman

Canada
Thotras Connell

Latin Ameriea
!aura mainland Kai

EuropefMiddla Esat(Atrica
Juan Jose Garcia

Asia/Faciiic
Duncan Worwick-Champion

Dan Fukutami

New Yak ~±~ 212.438-78fi3

Toronto 11~ 416-2(M2-fiaii

New Yark (i J 212-03&7821

Landon{44}i77-82&3642

AAeiboume {61 t 3-9631-Zfl7E

S~cyo (H7 } 3-3593-E754

YIStt its 8t

www.stan dardandpoors.camJratings

for more I7.S. utiEity credit i~ormation.

6E 8t VYWVff.Cdtf(tgSiEtC@Ct.COtit t0

subscribe to Standard & Poor`s

an-tine rating service.

Far fast answers to utitity questions,

please e-mail us st

utility_he[pdeslc~standarr~landpoors.com
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9 ...:Lsst WGek's ~naitcing
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~ ~ow~ieh U,K."s 8~nds
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10.., 1ltii~t Credit Rankings

~~

~~~~ 
._ ,

U~li~i F~anc~a ~arge~ A~ Re~r~sed

tandard & Poa~s has revised the four principal fnan-
~~af ~a~Prwri~ar ~ ~cac t~ ~n~~~ #h~ srec#i# quality of

all investor-awned electric, naturaE gas, and water ~ttili-

ties in the U.3. (see table on page 3J.

Standard & PaQr's has created a single set offinancia4

targets that can be applied across the d'€fferert utility

segments. 1-hese financial measures reflect tie

convergence that is occurring fhraughout the utility

industry and the changing risk profile of the indusfij in

general.
i~vU 

s aciiiy Ci'ioi iycfi'r`r`iii 72Sui ~~i31Ti °w"t.~~ IS.E'.:.̂.̂ y ~?o~a now

financial targefs since they were developed by integrating

prior utility financ'sa! be~hmarks and hisroriea! industrial

median. The new financial targets, IIICB ~IlB pf2Ylfll15

benchmarks, pertain to risk-adjusted ratios that dssfsnguish

between lower-risk and higher-ris{c activities. Tire targets

have beers broad~ed to correspond with 5tandattl & Poors

ltt-poirrtbusinessprQfils assessmerrts. The businessprafiie

sccar~s assess the goal"native attributes of a firm. with "1"

being co~uidered lowest risk and "10" highest risk Thus,

the new targets allow for compasab~lity on a single scalee
between typically lower-risk acfiviries, such as water

operaoons. gas ~istribu6on, and electric ~nsrz€issio~ ~, and

higher-risk activities, such as merctrant power generation,

ail and gas e~ioration and production, and energy trading

and ma~eting. For example, a water utility, which can

expect to have a ~r business ask pile than a typicalan

irrtegcate~i e4ectric utiSity, wit! be required ~ meet less

strirzger~t financial targets #or arty g'~ven rating cate~ry.

Fads from operations to total debt, funds fmm

operations interest coverage, pret~ irrterest coverage,

and total debt to total cap'~tal are the four

credit-protection ratios that are an integral pan of

Standard & Poors quaratit~tive review an the overall

credit anaEysis of the uti4ity sector. Standard & Poor's

recognizes that the nature of utilities' business

strategies is changing significantly and is shifting

toward higher-risk endea+rors. These undertakings bear

risk characteristics that are more representafive of an

industrial company than a regulated utility. Therefore,

Standard & Poor's also incorporates a greaterreiiance

an seven{ additionaE ratios in its credit analysis. These

include, but are not limited ta, pretax t~tum on pem~anent

w~jt~a,{, fi.~uic fmm rmar~tin~S ~ C~!!l~ 9~lI~~ti9~iS:

earnings before irrterest and taxes to mtal assea, net cash

flow m capital expendrtures, and capital expenditures to

auerage t6tat cap'~tal. Additionally, furtfier analysis of the

cash flow coverage of al! obligations (including prefer~d

stocky is performed Altt~ugh ~aese measures do not have

published targets, broadax use of these financial ratios,

combined with tfie four principal targets. Provides greater

depth to ttre fu~ametttal analysis used in the gating

evaluation ~cess.
Consistent with 5fiandar~ &"roots ratings me~odo[~gy,9Y

the font pub{ished financial targets wi!! 4~e used with otter

quar~~tivz measu~s, t~siress r`ssk a;~alysis, and

comparative analysis of peer groupings to determine credit

ratings. She ~w targets are designed to assist ~tiVities,

uti('ity affliates, and the imestmertcommt~'rty in assessing

the relative financia(strec~gth of issuers. iF
Ronald M. Bsrane

New Yark (fl 2t2-A,?~7662
Jahn W.4Vhittnck

New Yorfc f 11212-43&-7678
Scott R. Beicke

NewYoric(f1 Zit-438-7663

/catrt~'rwedon pope 3~

~ ~ QEP/CSW Meer May Ctose by Year End ..... 6,..: , , .... page 2
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