CP returns 1 percent

Utility president explains dividend

By TIM RICHARD

In a year of double-digit inflation,
shareholders of Consumers Power Co.
got a single-digit earnings report.

Earnings per common share for 1978
were $3.21 compared to $3.18 in the
prior year — an increase of three
cents, or a shade under one percent.

John D. Selby, president of the gas
and electric utility that serves most of
Michigan's lower peninsula, gave a re-
gional shareholders meeting in Royal
Oak a list of reasons for what hap-
pened. K

The bottom-line culprit: inflation.
It's shooting up the cost of supplies, the
cost of purchased gas and the cost of
luring the $678 million in capital the
company will invest this year, the chief
executive officer said/

GAS REVENUES rose more than 11
percent to $806,fhillion (most tri-coun-
ty suburbs byy gas from Consumers
Power), and:21&cu-icily revenues rose
some 16 percent to $1.06 billion, the an-
nual report showed. .
+~Zelby added:

“But operating costs for 1978 went
up, too. The prolonged coal strike cer-
tainly didn't help any. We had to in-
crease our use of higher cost oil-fired
generation, and our purchased power
requirement went up 4.5 percent, not to
mention an increase of 11.3 percent in
the unjt cost per kilowatt hour pur-

hased.
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“Coupled with the coal strike was a
scheduled outage of our Palisades
{South Haven) nuclear plant during the
first quarter of 1978. Taken together,
these factors caused a 30 percent in-
crease — from 1.41 cents to 1.83 cents
— in the average cost per kwh generat-
ed and purchased during 1978,” he said.

He cited maintenance costs and in-
creased wage and benefit costs as other
factors.

Earnings after interest charges and
preferred dividends were $140 million
on 43.7 million average shares in 1978
compared to $120 million on 37.9 mil-
lion the prior year.

INFLATION HAS made it more ex-
pensive to sell bonds and float loans,
said Selby. It occured at at a time when
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Consumers Power needed to raise $600
million in 1978 and $684 million this
year. .

Biggest projects: A coal-fired unit at
Grand Haven that is 40 percent
complte and the Midland nuclear plant
which is 58 percent complete,

Selby’ took over last April as Con-
sumers’ chief executive, replacing AH.

JOHN D. SELBY
Investigate and learn

Aymond. Aymond, who continues as
board chairman, is scheduled to retire
in October.

The president's report prompted
these stockholder questions and Selby's
answers:

Q. Why not buy coal fields, as the oil
companies are doing, so CP can have
its own fuel supply?

A. “Basically, it's the hundreds of
millions of investment it, would take.
We have places to put all the (invest-
ment) cash we can raise. We can make
reasonable long-term contracts at pric-
es comparable to what we could do it
for.”

Q. The company is issuing common
stock, preferred stock and bonds. Is
that why the price of the stock is down
— because of dilution?

A. No. Lately, the total stock market
has done badly. “The whole utility in-
dustry has suffered in the last three
weeks (because of Three Mile Island),
but that effect will disappear. Dilution
might be part of it.” But the company

P.M.
P.M

éw‘aadmv yO’)dQJ_Q\

\t

(=%

Guildm@Ovation ¥ lbar\ez/

is attempting to improve its capital
structure,so that common stock is 35
percent of equity; it's currently 335
percent. And rating agencies have just
raised the ratings on CP's bonds.

Q. What is the operating life of a nu-
clear power plant? Is it governed by
radioactivity?

A. “The operating life has been esti-

mated at 35 years, based not on experi-
ence but on coal plants. Radiation lev-
els are not the problem. It's purely
based on when materials begin to fa-
tigue based on stress.” Once a nuclear
plant is shut down, it takes 100 years
for it to decay down to “the point
where you wouldn't worry about people
roaming around,”

Selby says CP will learn
from Three Mile Island -

Officials of Consumers Power Co.,
which has sunk $930 million into a nu.
clear power plant at Midland, are
awaiting results of an investigation
into the Three Mile Island plant break-
down before deciding what modifica-
tions to make in their own plant.

“Fortunately, since the plant is un-
der construction, we have the time to
study the results of the Three Mile Is-
land investigatioin to determine what
modificationis, if any, are neessary to
further preclude the possibility of an
accident of the Three Mile Island
type,” CP President John D. Selby told
company shareholders last week in a
regional meeting in Royal Oak.

The Midland plant “is of a design and
manufacture similar to the Three Mile
Island units,” Selby said, referring to
the Pennsylvania plant where a partial
meltdown endangered the nearby area.

“AS TO PUBLIC confidence in nu-
clear power, it would be foolish to deny
that it has been undermined by the
Three Mile Island accident,” Selby
said. “From those who are unalterably
opposed to nuclear power, we can ex-
pect intensified opposition.”

Selby spoke almost on the eve of a
planned anti-nuclear demonstration
scheduled last Saturday in Midland.

“The majority of the public, howev-
er, has time and again — in opinion
polls and at the ballot box — expressed
its support for the nuclear option,” he
said. “And I believe that if we continue
to do our job — by learning from the
Three Mile Island experience and by
applying that new knowledge to our

plant design and operating plans —
then the public will continue to support
nuclear generation,”

Selby said a nuclear plant can gen-
erate electricity 25 percent cheaper
per kilowatt-hour than coal or oil
fueled plants. Another company offi-
cial said the 25 percent figure was
“conservative” — that nuclear power
was even more efficient than that.

“WITH PROJECTED future short-
ages and higher costs of oil and natural
£as, now is not the time to abandon the
nuclear option,” Selby told the stock-
holders.

“The Three Mile Island accident was
a very serious and unfortunate excur-
sion of which no one in the industry is
proud. However, it did not cause a sin-
gle death or serious radiation exposure
to the public and shows again that the
system of redundant safety devices
works and does protect the public from
harm.” - N
Selby, who was considered a nuclear
expert when Consumers Power hired
him away from General Electric,
called “very remote” the likelihood of
a similar accident at CP’s other two
nuclear plants.

“Big Rock Point (near Charlevoix) is
a boiling water reactor not subject to
the sequence of events which led to the
Three Mile Island problem. Palisades
(near South Haven), although a pressur-
ized water reactor like Three Mile, has
a different shutdown control sequence
which we feel would make it easier to
cope with such a problem, should it
occur.”
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Rep says
A-power
is favored

A suburban congress-
man’s poll, taken imme-
diately after the Three
Mile Island nuclear gen-
erating plant accident,
showed that his constitu-
ents “favor the continued
use of nuclear energy”
for electricity.

The poll was taken
over the last three weeks
by U.S. Rep. Carl Pursell,
R-Plymouth. Overall, the
750 persons — 69 percent
— who responded to his
mailed questionnaire said
yes to nuclear power.

The western Wayne
County partion of his 2d
Congressional District
was most strongly in
favor, 76-24. Voters in
Monrce County, site of a
Detroit Edison Co. nucle-
ar plant, were 66-34 in
favor. In eastern Wash-
tenaw County, the survey
showed a 64-36 margin in
favor.
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OPPORTUNITY

Can you imagine making two fami-
lies happy on the same day and get-
ting paid for it? That's what Real Es-
tate One is like and we would like to
tefl you more about the exciting op-
portunities available. You're invited
to bring your husband or wife and
attend our next Career Seminar on
Thursday, April 26, 7 p.m. at 28722
Plymouth Road, between Inkster
and Middiebelt. Call 525-0990 for
your complimentary reservation,

Thank you.
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eor trees
« fruit trees
« flowering shrubs
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« raspberry plants
« blueberry plants
« blackberry plants
»grapes
«everbearing &
junebearing strawberries
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One very good reason is that advice from our professionals
does not cost extral In fact, you may ve;y well save money,
since their. knowledge of color, pattern and design can help
you avoid costly mistakes! Whether you're planning to spruce
up aspare bedroomor re-do an entire home, they're delighted
to assist you in your furniture selections. Telephone today for
an appointment — and let them show you our incredible
wealth of Drexel* and Heritage* styles!
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Dearborn - 23600 Michigan Ave..
Bloomfleld - 4107 Telegrqph Rd.

- 1110 S. R Rd. in Mall .

An Important
Announcement for
Detroit Business

Professionals

Bache Halsey Stuart Shields proudly announces a major career
conference sponsored by our Detroit branch office.

As one of the largest brokerage firms in the world, we play a
major role in the multi-faceted securities industry. -

In keeping with that role, we have recently relocated into the
new and i i nter in the
heart of Detroit's central business district. Equipped with the
latest in electronic display equipment, this new location enables
us to better serve the growing Detroit investing community.

At this conference you will be given the opportunity to meet
directly with the management of Bache who will outline the
reasons why successful account executives can surpass their
financial and professional expectations.

If you are well-educated and have several years of successful
business experience, and a desire to be affiliated with an
organization where your need for personal and professional
growth can be satisfied, this conference could have a major
impact on your career. .

DATE: TIME: PLACE:
Wednesday, 7:30 P.M. Northfield Hilton
MAY 2, 1979 5500 Crooks Road

. At I-75 Troy, Mich.

Reservations are required as seating is limited. For further informaton,
please call:  MR. MICHAEL MANDRACCHIA
(toll free) 800-221-5737

Bache Halsey Stuart Sheids Incorparated
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ONIONSETS. . ............79¢QT.

ROSES. . . ......... 101 Varieties of
Jackson-Perkins potted roses » Tree
Roses « Miniature Roses « Miniature
Tree Roses

READY NOW - EARLY COLD
CROP VEGETABLE PLANTS}-

«cabbage «collards
+red cabbage « cauliflower
«lettuce «broccoli s
head & leaf « brussel sprouts
«yellow, red & white
59¢atray 650 ga

sweet spanish onions

COMMERCIAL GRADE GARDEN
FERTILIZER - anaysis 12-12-12
50 ib. bag 4

also - complete line of lawn fertilizers

Complete Selection of fountains, birdbaths, and
planters. Shop early for best selection!

CLYDE SMITH& SONS
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“FOUTIMARKEY
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