
KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 56 of80

Witness: Sheila Miller

56. a. In Case No. 2004-00103, the Commission found that several of Kentucky
American's lead/lag days should be restated.' State whether Kentucky-American
has adjusted its lead/lag study in this proceeding to reflect the restatements the
Commission made in that proceeding.

b. If the response to Item 56(a) is no, explain why those adjusted lead/lag days have
not been included in the proposed lead/lag study.

c. Calculate a revised working capital allowance forecast using the Commission
lead/lag adjustments in Case No. 2004-00103. Provide all workpapers,
calculations, and assumptions used in the restatement.

Response:

a. The Company inadvertently used the incorrect lead/lag days.

b. This was an error on the part of the Company. The Company failed to utilize the
correct file when preparing the initial filing.

c. See the attached spreadsheets.

For electronic version, refer to KAW_R]SCDR2#56_06I 807.pdf

Order ofFebruary 28, 2005 at 13.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 57 of80

Witness: Sheila Miller

57. Refer to the Application, Exhibit 37, Schedule B 5.2, page 5 of 6, Working Capital
Lead/Lag Study. For the following accounts, reconcile the totals on this schedule to
accounts listed on the Adjusted Operating Income Summary shown at Exhibit 37,
Schedule C-2 and provide the account titles and numbers to which the following accounts
are posted in the workpapers:

a. Transportation Expense.

b. Telephone Expense.

c. Postage Expense.

d. StockE.

e. Maintenance Expense, excluding Amortizations.

f. Other Operating Expenses.

g. Depreciation and Amortization.

Response:

See the attached schedule which details the above expenses by line on Exhibit 37,
Schedule C-2, and includes the account number and amount. The Other Operating
Expenses are a fallout of the total expenses less those detailed on Exhibit 37, Schedule B
5.2, page 5 of 6. The corrections will be made in the revised filing.

For the electronic version see KAW_R]SCDR2#57_06l807.pdf
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  
OF INFORMATION REQUESTS 

Item 58 of 80 
______________________________________________________________________________ 
 
Witness:  Sheila Miller 

 
58. Refer to Kentucky-American’s Response to Commission Staff’s First Set of Information 

Requests, Item 1(a), W/P 6, page 4 of 28.  The November 31, 2008 accumulated 
depreciation reserve balance listed on this schedule is $90,366,532, but the amount 
reported in the Application, Schedule B-1, page 2 of 2, is $90,036,643. Provide a 
reconciliation of the two depreciation balances. 

 
Response: 
 

The $ 90,366,352 is accumulated depreciation on tax basis property and $ 90,036,643 is 
accumulated depreciation on book basis property. 
 
For electronic version, refer to KAW_R_PSCDR2#58_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  
OF INFORMATION REQUESTS 

Item 59 of 80 
______________________________________________________________________________ 
 
Witness:  Michael A. Miller/Sheila Miller 

 
59. For the forecasted period provide a tax basis depreciation schedule that lists separately 

the balances for each plant account, tax basis accumulated depreciation, and tax basis 
depreciable lives. 

 
Response: 
 
 See KAW_R_PSCDR1#1a_WP6_052107 for tax basis depreciable lives.   The 

Company’s tax records are maintained using the basis of 25 years (Water Property), 7 
years (Office furniture and fixtures), 5 years (Trucks and Communication equipment), 3 
years (Software) and 40 years real property (buildings).  

 
For electronic version, refer to KAW_R_PSCDR2#59_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  
OF INFORMATION REQUESTS 

Item 60 of 80 
______________________________________________________________________________ 
 
Witness:  Sheila Miller 

 
60. Refer to Kentucky-American’s Response to Commission Staff’s First Set of Information 

Requests, Item 1(a), W/P 6, page 5 of 28.  Explain what the column entitled 
“Accumulated Reserve” represents. 

 
Response: 
 
 Accumulated Reserve is the accumulated depreciation based on tax basis property. 
 

For electronic version, refer to KAW_R_PSCDR2#60_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 

CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  

OF INFORMATION REQUESTS 

Item 61 of 80 

______________________________________________________________________________ 

 

Witness:  Michael A. Miller 

 

61. a. Other utilities that are subject to Commission jurisdiction calculate income tax 

expense by subtracting interest synchronization from net operating income and 

multiplying by the appropriate income tax rate without including deferrals.  

Explain why Kentucky-American’s methodology is more appropriate and should 

be accepted. 

 

 b.  Recalculate Kentucky-American’s federal and state income taxes using the 

method described in Item 61(a).  Provide all workpapers, show all calculations, 

and state all assumptions used to recalculate the income taxes. 

 

 c. Compare the results of Item 61(b) to Kentucky-American’s forecasted income 

taxes contained on Exhibit 37, Schedule C-2, page 1 of the Application.  Explain 

any differences between the amounts. 

 

Response: 

 

a. The method described above does not consider taxable CIACs net of the 

deduction for additional tax depreciation as shown on the attached schedule as A. 

and B.  The net impact is shown on the schedule at C. 

 

b. See attached schedule. 

 

c. See response to part b. of question 61. 

 

For electronic version, refer to KAW_R_PSCDR2#61_061807.pdf 

KAW_R_PSCDR2#61_061807
Page 1 of 2



Kentucky American Water Company
PSC DR 2 Question 61

Updated Forecast
State Federal

Operating Revenues 64,008,761 64,008,761

Operating Expenses
Operation & Maintenance Expenses 27,523,329 27,523,329
Depreciation & Amortization 8,489,624 8,489,624
Taxes other than Income 3,316,259 3,316,259
State Income Tax 1,061,682

Operating Income before income taxes 24,679,549 23,617,867

Interest Expense 6,984,847 6,984,847

Taxable income 17,694,702 16,633,020

Income tax rate 6.0% 35.0%

Income tax 1,061,682 5,821,557

Per Updated Filing 1,140,427 6,077,624

Variance per filing over (under) 78,745 256,067

A. Taxable Adv & CIAC 2,413,976 2,413,976

State income tax 144,839
2,413,976 2,269,137

6.0% 35.0%

Income tax 144,839 794,198

B. Diff between book & tax Depre
Tax 12,031,601 12,031,601
Book 8,084,446 8,084,446

3,947,155 3,947,155

State income tax 236,829 1,381,504

Deferred State income tax $154,024 $844,573

$82,805 $536,931

C. $62,034 $257,267

KAW_R_PSCDR2#61_061807
Page 2 of 2



KENTUCKY-AMERICAN WATER COMPANY 

CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  

OF INFORMATION REQUESTS 

Item 62 of 80 

______________________________________________________________________________ 

 

Witness:   Sheila Miller 

 

62. Refer to Kentucky-American’s Response to Commission Staff’s First Set of Information 

Requests, Item 1(a), W/P 1-7 thru 1-12, pages 45 thru 50 of 140. 

 

a. Identify the state income tax rate used to calculate deferred income tax expense 

for deferred maintenance.   

 

b. Identify where the deferred taxes for the deferred maintenance is reported in the 

forecasted rate base on Schedule B-1 page 2 of 2 in Kentucky-American’s 

Application. 

 

Response: 

 

a. The state income tax rate used was 8.25%.  This will be corrected to 6% in the 

revised filing. 

 

b. The deferred taxes are reflected on KAW_APP_EX37B_043007.pdf, page 103 of 

108, line 17. 

 

For electronic version, refer to KAW_R_PSCDR2#62_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  
OF INFORMATION REQUESTS 

Item 63 of 80 
______________________________________________________________________________ 
 
Witness:   Sheila Miller 

 
63. Refer to Kentucky-American’s Response to Commission Staff’s First Set of Information 

Requests, Item 1(a), W/P 1-7 thru 1-12, pages 60 thru 69 of 140. 
 

a. Identify the state income tax rate used to calculate deferred income tax expense 
for the deferred debits.   

 
b. Identify where the deferred taxes for the deferred debits is reported in the 

forecasted rate base on Schedule B-1 page 2 of 2 in the Application. 
 
Response: 
 

a. The state income tax rate used was 6%. 
 

b. The deferred taxes are reflected on KAW_APP_EX37B_043007, Page 103 of 
108, Line 18. 

 
For electronic version, refer to KAW_R_PSCDR2#63_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 

CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  

OF INFORMATION REQUESTS 

Item 64 of 80 

______________________________________________________________________________ 

 

Witness:  Michael Miller 

 

64. State the amount of cost savings, if any, that Kentucky-American will realized through 

the adoption of the proposed single tariff pricing.  Show all calculations and state all 

assumptions used to derive the amount of such savings. 

 

Response: 

 

The Company at this time has not determined the cost savings that will be realized 

through the adoption of the proposed single tariff pricing.  At the present time, KAWC 

maintains separate records for all revenue, expenses and utility plant accounts for each 

district and the approval of a single tariff will not eliminate the need to maintain records 

for each district in order to generate operations and cost reports necessary to assess 

efficiencies, unaccounted for water, adherence to budgets, effective construction plans, 

and other important management reports.  There will be some savings in this area, but the 

Company believes they are very minor. 

 

The savings that will be generated are more directly related to the preparation and filing 

of rate cases and tariff filings.  Preparation of a rate case by district involves considerable 

time and effort.  This process has become more complex with the additional districts that 

have been added in each of the last two cases and has required major modifications to the 

rate case model and related calculations.  In addition, absent a single tariff concept, the 

Company must undertake the process of tracking and allocating the corporate expenses to 

each district to arrive at a cost of service by district.  The complexity of filing a rate case 

for the Company should be reduced significantly under a single tariff filing which will 

equate to savings in rate case expense. 

 

For electronic version, refer to KAW_R_PSCDR2#64_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  
OF INFORMATION REQUESTS 

Item 65 of 80 
______________________________________________________________________________ 
 
Witness:  Linda C. Bridwell 

 
65. State whether all of Kentucky-American’s transmission and distribution mains are 

interconnected. 
 
Response: 
 

Yes, for the Central Division.  There is currently no connection between the Central and 
Northern Division. 

 
For electronic version, refer to KAW_R_PSCDR2#65_061807.pdf 

KAW_R_PSCDR2#65_061807 
Page 1 of 1



KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  
OF INFORMATION REQUESTS 

Item 66 of 80 
______________________________________________________________________________ 
 
Witness:  Michael A. Miller 

 
66. Provide Kentucky-American’s average daily gallons sold per residential and commercial 

customer for each of the previous 10 calendar years. 
 
Response: 
 

YEAR RES COM 

1997 
            
182.24  

          
1497.26  

1998 
            
186.47  

          
1527.83  

1999 
            
187.85  

          
1540.95  

2000 
            
177.88  

          
1482.79  

2001 
            
174.00  

          
1449.11  

2002 
            
179.50  

          
1463.36  

2003 
            
159.30  

          
1348.41  

2004 
            
157.68  

          
1342.57  

2005 
            
175.99  

          
1434.97  

2006 
            
168.40  

          
1348.27  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

For electronic version, refer to KAW_R_PSCDR2#66_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  
OF INFORMATION REQUESTS 

Item 67 of 80 
______________________________________________________________________________ 
 
Witness:   Michael A. Miller 

 
67. Refer to Kentucky-American’s Response to Commission Staff’s First Set of Information 

Requests, Item 1(a), W/P 2, pages 2 and 3 of 89.  State the basis for Kentucky-
American’s monthly projected residential and commercial customer growth. 

 
Response: 
 

Page 3 of 89 shows a three-year average for the increases in customers.  Refer to 
Kentucky-American’s Response to Commission Staff’s First Set of Information 
Requests, Item 1(a), W/P 2, page 35 of 89 for the calculation of these numbers. 

 
For electronic version, refer to KAW_R_PSCDR2#67_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 

CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  

OF INFORMATION REQUESTS 

Item 68 of 80 

______________________________________________________________________________ 

 

Witness:  Linda C. Bridwell 

 

68. Refer to the Direct Testimony of Linda Bridwell, pages 21-22.  State why, considering 

the changing cost assigned to the 2-inch meter, it is not more reasonable to charge a tap 

fee for 2-inch meter customers at actual cost as Kentucky-American currently does for 

larger size meters. 

 

Response: 

 

 KAW has a blanket contractor price for 2-inch services that varies only to account for 

which side of the street from the main it will be located.  The fluctuation in the price 

resulted from a sharp drop in 2-inch services in 2001, which increased the proportionate 

share of overhead charges.  That one year appears to be an outlier on the number of 

services (27) and cost per installation ($5,481) compared to the average for the other 

eight years (61) and ($2,859).  It would be more difficult to capture those charges through 

direct project charges such as supervisory or crew labor given the number of services 

installed on average. 

 

 Additionally, to capture the individual charges would require a separate accounting task 

order for each service, a separate deposit and additional refund or collection for cost 

adjustment, and would significantly increase the administrative costs for each service. 

 

For electronic version, refer to KAW_R_PSCDR2#68_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  
OF INFORMATION REQUESTS 

Item 69 of 80 
______________________________________________________________________________ 
 
Witness:  Paul R. Herbert 

 
69. At pages 5 and 6 of his direct testimony, Paul R. Herbert states: “The demand for private 

fire units were [sic] increased by a factor of 1.5 over the public fire units to recognize the 
greater flow rate required for a fire at a private service than for a public hydrant.”  He 
further states:  “This adjustment was accepted by the Commission in a previous case.” 
Identify the case and Order in which the Commission approved such adjustment. 

 
Response: 
 

The private fire adjustment was proposed in the cost of service study submitted in the 
1995 rate case (Case No. 95-554).  No party in the case, as well as the Commission, 
opposed the adjustment. 
 
For electronic version, refer to KAW_R_PSCDR2#69_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  
OF INFORMATION REQUESTS 

Item 70 of 80 
______________________________________________________________________________ 
 
Witness:  Paul R. Herbert 

 
70. Refer to Direct Testimony of Paul R. Herbert, page 7. 
 

a. State whether Mr. Herbert reviewed the documents upon which Company 
Schedules B, D and E are based. 

 
b. If yes, provide the documents upon which these schedules are based or refer to 

their location within Kentucky-American’s Application. 
 
Response: 
 

a. Yes 
 

b. The referenced schedules (B, D and E) are found in Exhibit 37 of the filing. 
 
 For electronic version, refer to KAW_R_PSCDR2_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  
OF INFORMATION REQUESTS 

Item 71 of 80 
______________________________________________________________________________ 
 
Witness:  Paul R. Herbert 

 
71. At page 8 of his direct testimony, Mr. Herbert refers to “field studies of customer class 

demands conducted for the Company” and “field observations of the service areas of the 
Company.” 

 
a. Identify the person(s) who conducted these field studies and took these field 

observations and state their position with Kentucky-American. 
 
b. Describe the nature of and process used for the “field studies of customer class 

demands.” 
 
c. Provide all reports, statements, reviews, and memoranda related to or produced as 

a result of these field studies and field observations. 
 
Response: 
 

a. The field survey was under the direction of Linda Bridwell, Director of Engineering. 
b. The field studies are described in the 2000 Demand Study attached to the response to 

AGDR1, questions 33. 
c. Notes from the 2000 Study are not available, but the Study referenced in part b. above 

fully describes the process and findings.  
 
 
For electronic version, refer to KAAW_R_PSCDR2#71_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  
OF INFORMATION REQUESTS 

Item 72 of 80 
______________________________________________________________________________ 
 
Witness:  Paul R. Herbert 

 
72. Refer to Direct Testimony of Paul R. Herbert, page 10.  Explain why Mr. Herbert 

supports the concept of single-tariff pricing and the proposed consolidation of rate 
divisions. 

 
Response: 
 

Single-tariff pricing (STP) worked well in other jurisdictions.  STP provides for stability 
in rates and avoids large increases to certain districts that require substantial capital 
improvements.  STP recognizes that equivalent service should be priced in the same 
manner.  STP recognizes that costs to provide service by the same company are based on 
a company-wide work force, are operated by the same management and are financed 
from the same sources. 
 
For electronic version, refer to KAW_R_PSCDR2#72_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  
OF INFORMATION REQUESTS 

Item 73 of 80 
______________________________________________________________________________ 
 
Witness:  Paul R. Herbert 

 
73. Refer to Kentucky-American’s Response to Commission Staff’s First Set of Information 

Requests, Item 12, Cost of Service Study.  Provide the location in this study where the 
Consumption Charge as proposed in Schedule G has been calculated. 

 
Response: 
 

The cost of service study is provided in Exhibit 36.  The consumption charges in 
Schedule G were not specifically “calculated.”  The consumption charges are those 
required to meet revenue targets by class after the revenues  from meter charges have 
been determined. 

 
For electronic version, refer to KAW_R_PSCDR2#73_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2007-00143 

 
COMMISSION STAFF'S SECOND SET 

OF INFORMATION REQUESTS 
 

Item 1 of 74 
______________________________________________________________________________ 
 
Witness:  Dr. James H. Vander Weide 

 
74. Refer to the Direct Testimony of James H. Vander Weide, page 11. Dr. Vander 

Weide states that a water company’s demand uncertainty is caused by fluctuations 
in temperature and rainfall, the state of the economy, and customer growth. 

a.  Describe how each of these factors specifically affects Kentucky-
American. 

b.  State whether these factors affect all of Kentucky-American’s customer 
classes. 

c.  If Kentucky-American’s response to Item 74(b) is yes, describe how each 
factor affects the demand for water for each customer class. 

d.  Provide all studies, articles, reports, or other documents of which that Dr. 
Vander Weide or Kentucky-American has knowledge that describes or 
quantifies the relationship between these factors and the demand for water. 

e.  State which of these factors, if any, affect the demand for natural gas of 
the natural gas distribution companies that Dr. Vander Weide used as a 
proxy group in his study. 

f.  Refer to the Direct Testimony of Edward Spitznagel, page 3. State, in light 
of Mr. Spitznagel’s refusal to consider temperature fluctuations in his 
weather normalization in favor of other variables, the weight that the 
Commission should give to temperature fluctuations when considering 
demand uncertainty as it relates to business risk. 

Response: 

a. Dr. Vander Weide’s discussion on page 11 is a general discussion of 
business risks in the water utility industry.  Dr. Vander Weide did not 
study how each of the factors specifically affects Kentucky-American. 

b. See response to a. 

c. See response to a. 

d. Dr. Vander Weide is not aware of any articles, studies, reports, or other 
documents that describe or quantify the relationship between these factors 
and the demand for water.  Such knowledge was not required for his 

KAW_R_PSCDR2#74_061807 
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estimate of the cost of equity because his cost of equity estimates are 
based on capital market studies such as the DCF, risk premium, and 
CAPM, which do not require such quantification. 

e. The demand for natural gas is also affected by fluctuations in temperature 
and rainfall, the state of the economy, and customer growth. 

f. With respect to the cost of equity, the Commission need not determine 
what weight to give to the effect of temperature fluctuations on business 
risk, because the relevant weight for this effect is already included in the 
cost of equity estimate, which is derived through market models such as 
the DCF, risk premium, and CAPM. 

 

For electronic version, refer to KAW_R_PSCDR2#74_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  
OF INFORMATION REQUESTS 

Item 75 of 80 
______________________________________________________________________________ 
 
Witness:  Dr. James Vander Weide/Michael Miller 

 
75. At page 12 of his direct testimony, Dr. Vander Weide states that Kentucky-American 

plans to construct a raw water intake, water treatment plant and a transmission main 
pipeline and that these projects will place a strain on Kentucky-American’s financial 
resources.  Describe how Kentucky-American plans to finance the construction. 

 
Response: 
 

KAWC plans to finance the construction through the use of a combination of short-term 
lines of credit, the issuance of LT debt at the appropriate intervals and the issuance of 
additional common equity as required to maintain the appropriate amount of leverage in 
the capital structure.   
 
For electronic version, refer to KAW_R_PSCDR2#75_061807.pdf     
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KENTUCKY-AMERICAN WATER COMPANY 

CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  

OF INFORMATION REQUESTS 

Item 76 of 80 

______________________________________________________________________________ 

 

Witness:  Dr. James H. Vander Weide/Michael Miller 

 

76. At page 13 of his direct testimony, Dr. Vander Weide states that increased compliance 

costs to follow Environmental Protection Agency water guidelines creates greater risk for 

Kentucky-American. 

 

a. State whether the risk associated with these compliance costs is the perception or 

fear that the Commission will not allow Kentucky-American recovery of these 

costs through its general service rates in a prompt and timely manner. 

 

b. If no, then explain how Kentucky-American faces higher risks. 

 

Response: 

 

a. Dr. Vander Weide was referring to factors that affect the business risk for the 

water industry and specifically the major Source of Supply project for KAWC.  

Sufficient rate recognition of all costs, especially a major project such as the 

project proposed to address the KAWC Source of Supply deficit is critical to 

attracting the capital necessary to fund ongoing operations and construct the 

Source of Supply project.  While the Source of Supply project is not a factor 

increasing rates in the current filing, establishing just and reasonable rates in this 

case including an ROE commensurate with companies of similar risk could 

impact the ability of KAWC to attract the significant capital to construct the 

major project. 

 

b. See response to a. 

 

 For electronic version, refer to KAW_R_PSCDR2#76_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 77 of80

Witness: Dr. James H. Vander Weide

77, Refer to Direct Testimony of James H. Vander Weide, pages 28-29 and Exhibit_NW-l,
Schedule 2.

a. Provide all reports, studies, analyses, and utility regulatory commission decisions
upon which Dr. Vander Weide relies for his position that natural gas distribution
companies are comparable in risk to water distribution companies and are
appropriate for use as a proxy group for a water company.

b. Provide, for each company in the natural gas proxy group, the Value Line
company profile upon which Exhibit_NW-l, Schedule 2 is based.

c. Explain why each of the criteria or filters that Dr. Vander Weide employed to
select the members of the natural gas proxy group is reasonable and appropriate.

d. For each of the companies listed in the natural gas proxy group, list its major
sources of revenue.

e. For each company listed in the natural gas proxy group, explain how that
company may appropriately be use as a proxy for Kentucky-American, which is
primarily a water distribution company.

f. Provide in a Microsoft Excel© spreadsheet format with formulas intact the data
upon which Schedule 2 is based,

Response:

a. Dr. Vander Weide's reasons for including the natural gas distribution companies
as proxies for water companies are described in his testimony. As Dr. Vander
Weide has testified, there are very few publicly-traded water companies that are
followed by the investment community. Given the relatively small sample of
water companies that are suitable as reasonable proxies for the purposes of
estimating KAWC's cost of equity, Dr. Vander Weide believes that the public
service commission should consider cost of equity results for additional
companies in other regulated industries. From Dr. Vander Weide's experience
over the last 30 years as an expert on regulated industries, he believes that the
LDCs are the most reasonable companies to include as an additional proxy group
to the water company proxy group. The reasons for Dr, Vander Weide's belief
that LDCs are similar to KAWC are stated in response to questions 56 - 58 of his
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Page 1 of 14



direct testimony. Dr. Vander Weide has not conducted quantitative studies that
compare the risks of LDCs to water companies. He notes, however, that his DCF
results for the LDCs are similar to the DCF results for the water companies.

b. Schedule 2 is based on the stock prices and growth estimates reported by I/B/E/S
Thomson Financial and dividend estimates reported in Value Line. The Value
Line report for each company in Schedule 2 is supplied.

c. Dr. Vander Weide explains why his criteria and filters are reasonable and
appropriate in his direct testimony in his responses to questions 46 through 58 in
his direct testimony.

d. Since Dr. Vander Weide did not use information on all the major sources of
revenues to select his proxy natural gas companies, he did not obtain that
information. Instead, his reasons for using the gas companies as comparable
companies for the water companies are described in his testimony and in his
response to a.

e. See response to (a.),

f. The requested data are supplied and for electronic version of spreadsheet refer to
KAW_R]SCDR2#77C06I807.xls. Note that the DCF result for Atmos Energy
is 10.8%, rather than 9.9% as shown in the filed testimony. The incorrect 9.9%
figure was the result of a typographical error in one cell in the spreadsheet. Using
the corrected 10.8% result for Atmos Energy, the market-weighted average DCF
result for the natural gas companies is 103%. This change requires a change in
the text of Dr. Vander Weide's direct testimony in Answer 59, changing the
"10.2 percent" to "10.3 percent;" and in Answer 60, changing "10.2 percent" to
"103 percent," and "lOA percent" to "10.5 percent."

In addition, in checking whether the change in the DCF result for the gas
companies had any effect on his overall results, Dr. Vander Weide discovered
typographical errors in Answer 84, Table 4. The corrected Table 4 should read as
follows:

TABLE 4
COST OF EQUITY MODEL RESULTS

Method

Discounted Cash Flow

Ex Ante Risk Premium

Ex Post Risk Premium

Historical CAPM

DCFCAPM

Average All Cost of Equity Methods

Cost of Equity

105%

111%

112%

116%

12.6%

114%

For electronic version, refer to KAW_R]SCDR2#77_061807.pdf
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KENTUCKY·AMERICAN WATER COMPANY
EXHIBIT_pVW·l)
SCHEOULE2
SUMMARY OFDlSCOUNTEO CASH FLOW ANALYSIS FOR NTURAL GAS COMPANIES
Attachment toResponse toStaff Request 77 {f}

Une Annual MarKet Cap S Cost of No. of
No. Company Feb·07 Feb-Q7 Jan-O? Jan·07 Oec.{J6 Dec.OB DIV1 OlV2 DlV3 DlV4 dl d2 d3 d, Dividend P, Dividend Growth (Mil) Equity 1"'jj 1<1< Estimates

I AGL Resources 42.90 39.53 40.21 38.20 40.09 38.11 0.3852 0.3852 0.3852 0.4268 0.370 0.370 0.370 0.410 1.48 39.840 1.63007 4.10% 2,988 8.4% 1.0410 1.0841 5
2 Almas Energy 33.07 31.23 32.30 30.36 32.87 31.50 0.3344 0.3344 0.3397 0.3397 0.315 0.315 0.320 0.320 1.28 31.888 1.40113 6.15% 2,672 10.8% 1.0615 1.1078 4
I Energen Corp. 49.35 45.75 46.95 43.78 47.60 44.99 0.1155 0.1155 0.1155 0.1208 0.110 0.110 0.110 0.115 0.46 46.403 0.47766 5.00% 3,238 6.1 % 1.0500 1.0608 3
3 Equitable Resources 44.55 42.00 43.69 39.26 44.10 41.58 0.2416 0.2416 0.2416 0.2416 0.220 0.220 0.220 0.220 0.88 42.530 1.00973 9.80% 5.237 12.3% 1.0980 1.1230 5
4 National Fuel Gas 43.79 40.60 40.94 36.94 40.21 37.67 0.3033 0.3137 0.3137 0.3137 0.290 0.300 0.300 0.300 1.20 40.025 1.28052 4.57% 3.157 7.9% 1.0457 1.0794 3
5 New Jersey Resources 51.10 46.73 48.70 46.30 52.54 48.46 0.3792 0.3792 0.3792 0.4003 0.360 0.360 0.360 0.380 1.52 48.972 1.58666 5.33% 1,430 8,7% 1.0533 1.0874 3
6 Northwest Nat Gas 46.30 39.79 42.98 39.89 43.69 40.80 0.3618 0.3618 0.3723 0.3723 0.345 0.345 0.355 0.355 1.42 42.242 1.51470 4.88% 1,134 8.7% 1.0488 1.0865 4
7 ONEOK Inc. 43.85 41.00 43.65 41.00 44.48 42.71 0.3230 0.3445 0.3445 0.3660 0.300 0.320 0.320 0.340 1.28 42.782 1.43261 7.65% 4,764 11.2% 1.0755 1.1117 3
8 Piedmont Natura! Gas 26.96 24.55 27.25 25.78 28.44 26.55 0.2504 0.2504 0.2504 0.2504 0.240 0.240 0.240 0.240 0.96 26.588 1.03265 4.33% 2,100 8,4% 1.0433 1.0842 3
9 Questar Corp. 86.32 79.33 82.81 75.96 89.56 82.45 0.2628 0.2628 0.2628 0.2628 0.235 0.235 0.235 0.235 0.94 82.738 1.10188 11.82% 7,406 13.2% 1.1 182 1.1322 5
10 South Jersey lnds. 35.30 33.05 33.95 31.81 34.26 32.42 0.2400 0.2400 0.2507 0.2507 0.225 0.225 0.235 0.235 0.90 33.465 1.01644 6.67% 975 9.9% 1.0667 1.0987 3
11 WGL Holdings Inc. 33.00 31.23 32.98 30.99 33.55 32.33 0.3447 0.3498 0.3498 0.3519 0.333 0.338 0.338 0.340 1.35 32.345 1.43812 3.50% 1,612 8.2% 1.0350 1.0818 4
12 Market Weighted Average 10.3%
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Fix. Chg,Cov, 510% 442% 397% AGL Resources reported solid per- AGL Resources has announced plans
ANNUAL RATES Past Past Est'd '04-'06 formance for 2006, Revenues declined to build a natural gas storage facility
ofchange (fJl!lshl 10Yrs. s vre. to'1O-'12 slightly from the record top-Hue perform- in Beaumont, Texas, This Initiative will
Revenues 10% 70% 4,0% h d I 2005 I fl' f$180 1111 d"Cash Flew" 5,0% 70% 55% ance ac ieve n ,as a resu t 0 r equ re an Investment 0, m on an
Eamings 65% 135% 35% reduced customer- usage due to warmer provide 12 billion cubic feet of capacity
Dividends 15% 20% 5.5% weather Despite this. share earnings ad- upon completion of the first phase, Con-
BookValue 5.5% 8.5% 2,5% vanced by about 10%. This resulted from a struction should commence next year, with
Cal- QUARTERLY REVENUES ($ mllLj A Full lower cost of gas. which decreased by al- the facility becoming operational in 2010

cndar Mar.31 Jun.30 Sep.30 Dec,31 Year most 9% The Wholesale Services business The board of directors recently ap-
2004 651 294 262 625 1832 also augmented ACL's bottom line. as cp- proved a dividend increase, The
2005 908 430 387 993 2718 erattng earnings for this segment m- quarterly payout is now SO 41 This
2006 044 436 434 707 2621 creased by 84% For 2007, we anticipate a represents a very healthy 10 8% rise over
2007 975 480 455 815 2725 modest advance in revenues and share the previous level This pattern is en-
2008 000 500 470 830 2800 earnings. assuming normal weather pat- couraging, although the payout may rise
cat- EARNINGS PER SHARE A B Full terns, Moderate growth should continue to at a slower pace going forward, given

endar Mar,31 Jun,30 Se~~30 Dec.31 Year the end of the decade ACL's declining cash balance
2004 100 33 31 64 228 The first phase of the company's rate This stock is ranked to lag the
2005 114 30 19 85 2,48 case in Tennessee has been resolved, broader mar-ket for the coming six to
2006 141 25 46 60 272 In December, the company received ap- 12 months" However, this issue may ap-
2007 135 35 45 65 280 proval hom the Tennessee Regulatory peal to Income investors. constdertng the
2008 1,40 .35 ,45 .70 2.90 Authority for' its joint settlement with the healthy dividend yield. Also. this good-
Cal- aUARTERLYDIVlDENDSPAIDc, Full other parties in the case. resulting in a quality stock scores high marks for Safety

endar Mar.31 Jun,30 Se",30 Dec,31 Year rate increase of $2 7 million, effective Jan- and Price Stability Nevertheless, at the
2003 27 28 28 28 111 uary 1, 2007 The second phase of this case current quotation. appreciation potential
2004 28 29 29 29 115 will entail a review of the company's con- is below average for the pull to late
2005 31 31 31 37 130 servatlon and decoupling mechanisms A decade. as the shares currently trade
2006 37 37 37 37 1.48 final ruling on this matter is expected by within our Target Price Range
2007 .41 the end of the third quarter Michael F Napoli March 16, 2007

(A) Fiscal yearendsDecember 31st Ended 50.13; '01.$0.13; '03. (SO 07) Next earnings Iavailable, ~~ompany'SFinancial Strength 8++
September 30thprior 10 2002. report dueIn May, ID) Includes Inlangibles, In2006: $420 million. Stock's PrlceStablllty 95
18) Diluled earnings pershare. Excl nonrccur- Ie) DivIdends hislorically paid early March, $5.40Ishare, PriceGrowth Persistence 70
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01 iI rna berCploduced resold, s10rml Cf ~an>llll!lcd in any pored. clettrocic orother form, orIlsed lor er\~ra1m ormal~eling ;my prlnlml orelectronic ptrbkalkln, serViCC orploduct
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ATMOS ENERGY CORP, NYSE.ATO I~~fcr 31 231r~ 156(Toilin
gI49) RELATWE 0861°W'O

4.1%
•

, RATIO • Median: 16.0 PUATIO, YLO

TlMEUNE55 3 Raiscrl1l2a1O& High: 310 30;1 323 330 263 258 245 255 276 300 331 331 Target Price Range
Low: 20.9 22.1 248 196 143 195 176 208 23.4 250 255 30,4 2010 2011 2012

5AFETY 2 Raised lV16105 LEGENDS

3 tow~cd 1112107
- 1.25~ Dividends f sn 60TECHNiCAL divided b~ !mores Rale

BETA ,60 (1.00. MaJkc!)
. . . Rclawc ice SOCnglh 60]·ltll·2 sptil 5194 50

2010·12 PROJECTIONS °fft~~Y:I~a imficalc5 recession 40
Ann'l Tolal

~ ~ .,"~- -- ..
30Price Gain Return I j'lr;1f!

High 40 {+3O"4 10% -r- i"_' ",' ..... n'" 25
low 30 (-5% 4% ...... " II:,

"
,

11,1',11
• I 'I Il" ." 10

Insider Decisions
7 1;1 '.' ...... .. 15

AMJJASONO ..
'''...,''. ,0',• ....,' ...

1.1l\IV 000000100 ./." ...... 10... ' .. .........Optlon5 o 0 100 0 0 0 0 .......
15lDStlJ 1 0 100 0 0 0 0

I
%TOT. RETURN 2107

Institutional Decisions nus VlAllIlll
'CI005 ltll~06 ltll~05 Percent 12

STOCK INDEX
~taBU)' 102 90 115 shares 8 '" 24.4 12.0

WI:::~OOI 462Z~
68 " traded 4 '" 36,6 41,4

48572 53926 5 yr, 76.9 88.2

Almas Energy's hislory dates back 10 1997 1996 1999 2000 2001 2002 2003 2004 2005 2006 2007 2006 e VALUE LINE PUB"I 2
1906 in Ihe Texas Panhandle Over Ihe 3059 2790 11 09 26.61 3536 2281 5439 4650 6175 75,27 58,75 60,10 Revenues persh A 7290
years, through various mergers, it became 185 33B 162 3,01 303 339 323 291 390 416 4.15 4,25 "Cash Flow" persh 4,65
part of Pioneer Corporation, and, in 1981, 134 1M 81 103 147 1.45 171 158 171 100 200 2.10 Earnings persh A II 250
Pioneer named its gas distribution division 1.01 1.06 1.10 1.14 1.16 1.18 1.20 1.22 1.14 1.26 1.28 1.30 Dlv'ds Decl'd pershc. 1.35
Energas in 1983, Pioneer organized 413 4.44 3,3 136 277 317 310 3,03 414 520 5.00 :1.30 Cap'l Spendmg persh 6.60
Energas as a separate subsidiary and dis~ 11.04 12.21 1209 11.18 14.31 1175 16.66 18.05 19.90 20.16 2245 21.75 Book Value persh 25.20
tributed the outstanding shares of Energas 29.64 30.40 31.25 31.95 40.79 41.68 51.48 62.60 80.54 61.14 89.50 92,50 Common ShsOutst'g u 107,00
to Pioneer shareholders. Energas changed 17.9 154 33.0 18.9 15,6 ".1 13.4 159 16.1 13.5 Boldno rtlS are Avg Ann'l PIE Ralio 14,0
its name to Almos in 1988. Atmos acquired 103 .80 188 \.23 80 83 76 .M .86 .73 ValueLInD Relative PIE Rallo .95
Trans louisiana Gasin 1986, Western Ken- 4.2% 3.7% 4.1% 5,9% 5,1% 5.4% 5.2% 4,9% 4.5% 4.7% as!1 alu Avg Ann'l Dlv'd Yield 3,9%
lucky Ga5 Ulilily In 1987, Greeley Gas In 9068 8482 6902 8502 14423 9508 27999 29200 4973.3 6152,4 5160 5560 Revenues (Smlll) A 7800
1993,United Cllies Gas in1997, andothers. 39.2 55,3 15.0 32.2 56.1 597 79.5 86.2 135.8 161.3 180 195 Nel Profit ($mlU 270
CAPITAL STRUCTURE as of12131106 375% 365% 350% 361% 373% 371% 371% 37,4% 377% 376% 380% 38.0% Income Tax Rate 39,0%
Total Deb! $23364 mill DueIn5 Yrs$1450 0 mill 4.3% 6,5% 3,6% 3.8% 3.9% 6.3% 2.8% 3.0% 2.7% 2.6% 3.4% 3.5% Net Profit Margin 3.5%
lT Debt$1678.7 mill. LT Interest$1350 mill 481% 518% 500% 481% 543% 539% 502% 43.2% 577% 570% 49.0% 5(i.O% tcng-Ierm Debt Rallo 510%
(lTInterest earned: 2 9~; Ictaunterest

51.9% 48.2% 50.0% 51.9% 45.7% 46.1% 49.8% 56.8% 42,3% 43.0% 51.0% 50.0% Common Eaultv Ratlo 49.0%coverage: 2.8x)
630,2 7697 755,1 755.7 12763 12437 1721,4 19948 3785.5 38285 3940 4020 Total Capital (SmUl) 5500leases, Ilneapltallzed Annual rentals $160 mill

PfdStock None M9.1 917.9 965,8 982.3 1335.4 1300.3 1516.0 17125 3374A 3629.2 3900 4100 Nel Plant ($mlll) 5300
PeneicnAssets-9lOB $3627 mill. 8.3% 9.0% 5.1% 6,5% 5.9% 6,8% 6.2% 5.8% 5.3% 6.1% 6,0% 6,5% Return onTotal Cap'l 6.5%

ObUg, $3265 mill 120% 149% 66% 8,2% 9.6% 104% 93% 76% 8,5% 99% 9,0% 9,5% Return onShr Equity 10.0%Common Stock 88.577,022 sus
12.0% 14.9% 6.6% 8,2% 9,6% 10.4% 9.3% 7.6% 8.5% 9.9% 9,0% 9,5% Return onCom EQultv 10,0%as of1131107

MARKET CAP: $2,6bllllon (Mid Cap) 39% 6.3% NMF NMF 2.1% 1.9% 2,6% 1.7% 2.3% 3.6% 3,5% 3.5% Retained to Com Eq 4,5%

CURRENT POSITION 2005 2006 12131106 67% 58% NMF 112% 79% 82% 70% 77% 73% 63% 64% 62% All Dlv'ds to Net Prof 54%
(SMtLLJ

758 BUSINESS: Atmos Energy CorporalJon is engaged primarily in the commercial; 10%, industrial; and 5%other 2006 depreciation rateCash Assets 401 944
Other 1224.3 10<\1,7 1481.2 dislribulJon and sale of natural gas to 32 million customers viasix 36% Has around 4,600 employees olncersand directors own ep-
CurrentAssets 1264.4 11175 15756 regulated natural gas utility operations: Louisiana Division, West proxmately 19% 01 common stock (12/06 PlOxy), Chairman and
AcctsPayable 4613 3451 7625 Texas Division, Mid-Tex Division, Mississippi Division. Colorado- Chief Executive Officer: Robert W Best Incorporated: Texas Ad"
DebtDue 1481 3856 4577 Kansas Division, and KentuckylMid·Stales Division Combined dress: P.O Box 650205, Dallas, Texas 75265 Telephone: 972-
Other 503,4 388.5 407.3 2006 gas volumes: 272 MMcl. Breakdown: 53%. residential; 32%, 934-9227. Internet: WW'N.almosenergy.com.
CurrenlLiab 1112.8 1119.2 1627,5

Atmos Energy ~ot off to a ft00d start offering of 6 3 million common shares isFix.Chg. Cov. 395% 408% 420%
ANNUAL RATES Past Past Est'd '04-'06 in fiscal 2001 ends Septem er' 30th). estimated to dilute share net by around a
ofchange {per sh) lOYrs, 5Yrs. to'10·'12 driven by its non-uttltty businesses. nickel (The $192 million in net proceeds
Revenues 75% 170% 25% Profits for the core natural gas marketing from that transaction were used to reduce
"Cash Flow' 40% 50% 3,5% segment were boosted by higher unreal- short-term debt) Atmos is graduallyEarnings 35% 100% 50%
Dividends 30% 20% 15% ized storage mar'k-to-market gains. and strengthening its capital structure follow-
Book Value 6.5% 8.5% 4.0% under lying business trends were solid, as ing the issuance of debt to finance the ac-
Fiscal QUARTERLY REVENUE5 i$ mill} A Full well the pipeline operation reaped the quisltion of TXUs gas business
Year Dec.31 Mar.31 Jun.30 Sep.30 FIscal benefits of the North Side Loop and other The company is awaiting the resultsEnds Year

2004 7636 11175 5461 4928 2920.0 projects completed last year. plus rate ad- of sever-al rate cases. The largest one
2005 3710 16878 9099 10046 49733 justrnents artstng from filings under the seeks $60 million in additional annual rev-
2006 2838 20338 8632 9716 6152,4 Gas Reliability Infrastructure Program enues in Texas, which would affect some
2007 6026 1800 900 957.4 5260 (authorizing companies to earn a rate of I 5 million customers There is also a [ll-
2008 390 1390 1390 1390 5560 return on their Incremental annual capital ing in Kentucky for a $10.4 million annual
Fiscal EARNINGS PER SHARE ABE Full investments) revenue Increase (175.000 customers) and
Year Dec.31 Mar,31 Jun,30 S,p.30 Fiscal But Iutl-year earnings per share could Missouri for $3 4 million in additional an-Ends Year
2004 57 112 09 d 11 158 be flat, The utility unit may be weighed nual revenues (60,000 customers) . Note
2005 79 111 06 d21 172 down a bit by increased operating ex- that our presentation will account for the
2006 88 110 d22 25 200 penses. reflecung costs from a higher ern- aforementioned amounts if the measures
2007 97 115 d03 d.09 100 ployee headccunt. (Weather-normalization are approved
2008 .95 1.15 .08 d.OB 2,10 mechanisms applicable to around 9096 of These good-qtralfty shares offer a
Cal- QUARTERLY OPIIOENDS PAID ,- Full the customer base oU~ht to help here, decent yield, a well-covered payout,

endar Mar,31 Jun,30 5en.30 Dec.31 Year though) Moreover'. t re fourth-quarter and moderate dividend growth" But
2003 30 30 30 305 121 comparison ought to be quite difficult, performance wise, they are already trad-
2004 305 305 305 31 123 given that our fiscal 2006 figure excludes ing within our 3~ to 5-ycar Tar ~et Price
2005 31 31 31 315 125 an $0 Ig-a-share charge for the impair- Ran~e. and are ranked only 3 Average)
2006 315 315 315 32 127 ment of irrigation properties in the West for lmeltness.
2007 32 Texas Division, Lastly, the recent public Frederick L Harris. III March 16, 2007

(AI FI,,,, year ends Sept. 301h.(BI O",'ed In "rly March, J,,,. Sept, and Dec - D";(I Dim may not add due 10 chanpe in 'h~~
shrs Exc!, ncnrec. ltems: '97, d53¢; '99,d23¢; reinvestment plan Direct slock purchase plan outstanding. Sloe's PriceStability 100
'00, 12¢; '03, d17f '06, d18¢. Next ags, rpt. avail. IF)ATO completed United Cilles merger 7197 PriceGrowth pereteteece 35
due eallyMay (C Dividends historically paid (D) Inmlliions. adJusled for stock spills EarningsPredictability 70
o 2007, Value Urn! PUb~shin2' 11lI:. All ntIS reseveu factual matClial is oblaine~ 110m soeccs believed 10 be lc~ablc and is p!1l1'i~L'd Wllholll \'I31/untics or a~ kind
THE PUIlLISHER ISNOT RE PONSIIlLE ORANY ERRORS OR OMISSIONS HEREIN. Thisf::blic.1tiOI1 IsSIlkIly ror subso!bcfs 0\'111. nOIHommeldal, lntemal use. 0 pall I I I', : I I: I I ' ,
01 ~ may be Icprotlutcd. lcsold. slD1cdl)( U3n5m,Ilcd Inany prlnled, cletlfonit l)( othcr lorrn. or usc for 9cnClilling or m31~cung ilny printcd DI clcctlOnic pUblication, servke or prodtlCl
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ENERGEN CORP. NYSE·EGN
IRECENT 4709.lpre 12 6(T"i1ing:127) RELATIVE 070 DlV'O
IPRICE .' IRATIO • Medi": 13.0 pre RATIO. YLO 1.0%

113 106 166 201 150 210 300 443 476 493
76 66 73 108 108 140 199 271 322 438

,"
r-'

~I!~~ ~~il~ ~~!~ ~JJ! ~;;: 19;6' 19;~ 1996 ;'999 ':000' ;001 2002 2003 2004 2005 2006 2007 2008 lLu~:tLl~,!c ~'12
806 815 865 8.63 736 895 178 858 835 9,23 1261 974 11,63 1281 1535 18.90 2245 19,45 Revenuesper sh A 25.90

94 103 105 114 112 140 154 200 215 236 251 245 3,14 340 414 5.10 6,05 5,55 "cashacw'per sh SAO
36 39 .44 50 44 .49 58 62 66 91 112 100 155 175 235 316 4,00 340 Earnings persh a 3.05

.24 .25 .26 .27 .28 .29 .30 .32 .33 .34 .35 .36 .37 .38 AD .44 .46 .48 Dlv'ds Dccl'd persh c. .60
116 -S 106 104 15B 3"77 492 298 202 2,21 306 239 2.47 2,43 314 4.10 4.50 4.75 Cap'ISpendlngpersh 5.75
3,02 3,19 3.40 3.82 3.99 (22 5,23 5.62 6.07 6.66 7.72 8,39 9.65 10.98 12.15 16.30 17,50 18.50 Book Vallie persh 0 20,10

40.42 40.73 41.28 43.67 43.64 44.6 57.59 58.56 59.61 60.22 62.25 69.49 72.45 73.17 73.-49 73.70 T4.00 T5.00 CommonShsOulsl'g E 85,00
12.6 11.0 12.4 11.1 12,3 12.0 13.4 15,6 13.5 10.8 13.6 13.0 11.1 13.6 14.7 124 Do/dng rosa"" AvgAnn'IP/ERalo 17.0

,80 .67 .73 .73 .82 }5 .77 ,81 .77 }O .70 .71 63 72 ,18 67 V~II1~ Un~ Relallve PIE Rallo 1.15
5.4% 6.0% 4.6% 4.9% 5.2% 5.0% 3.9% 3.3% 3.6% 3.4% 2.3% 2.8% 2.1% 1.6% 1.2% 1.1% cstl ares Avg Ann'l Oiv'd Yield 1.1%

leases, Uncapitalized Annual rentals $70 mill

PfdSlack None
Common Stock72.355.003 shs
as of1111/06

PensionAsse1s·12105 $140 2mill.
Obllg- $172 5 mill

CAPITAL STRUCTURE as of9130/06 448.2 502.6 4975 555,6 7850 677.2 8422 937.4 11284 13940 166'0 146'0 Revenues {$mlllj A 2200
TotaIOebt$724.9mill Oualn5Yrs$430.0mlll 29,0 36,3 39,6 55.2 69.1 64.9 110.3 127.5 172.9 232.3 295 255 NetProfillSm11l1 260
LTOabl$6829mili lTlnterast $350 mi1l 9.6% __ 3% 11.4% nO% 225% 35.8% 372% 36.1% 36.2% 36,5% 36.5% lnccme rexgete 36,0%
(Tolal inleresl coverage: 68xj 6.5% 7.2% 8.0% 9,9% 6.8% 9.6% 13.1% 13.6% 15.3% 16)% 17.8% 17,5% Net Profit Marohl 11.8%

48.1% 531% 50.7% 46.9% 531% 46.8% 44,2% 43,3% 43..4% 325% 35.0% 370% long·TennOeblRallo 40.0%
51.9% 46.9% 49.3% 53.1% 46.9% 532% 55.8% 56.7% 56,6% 67.5% 65.0% 63.0% CommonEauitvRatio 60.0%
580.7 7020 733,3 754,8 10249 10958 12519 14156 1575,9 1785 1990 2200 Tclal Capl.t~l (Smlll) 2850
667.0 756.3 851.1 907.8 998.3 1256.8 1433.5 1783.1 2068.0 2250 2430 2615 Net Planlf$ml1n 3300
6.4% 68% 7.4% 9,3% 87% 73% 102% 102% 122% 14.0% 16,0% 12,5% Retumon Tolal Cap'l 1D.5%
9,6% 11.0% 110% 13.8% 144% 111% 15,8% 159% 19.4% 19.5% 23.0% 18.5% Return onShr, Equity 15.0%
9.6% 11.0% 11.0% 13.8% 14.4% 11.1% 15.8% 15.9% 19.4% 19.5% 23,0% 18.5% Retum onCom EQuity 15.0%

MARKET CAP: $3.4bllilon (Mid Cap) 4.5% 5.5% 57% 8.8% 10.0% 7,0% 12,1% 12..4% 151% 16.5% 20.0% 16,0% Retained 10Com Eq 12.0%
CURRENT POSlT10N 2004 2005 9/30105 53% 50% 48% 36% 31% 37% 24% 22% 17% 14% 12% 14% All Olv'ds 10Nel Prol 20%

II""L)
Cash Assets 4 5 B7 5 7 BUSINESS: Energen Corporation is a holding company Alabama ary, engages primarily inexploration and production 01 nalural gas
Other 345.4 469.8 357.7 Gas ccrporedcn (Ala9asco), a subsidiary, sells to around 460,000 2005 proved reserves: gas, 1,0802 MMcl; all, 750 MBbl; NGL,
Current Assets 3499 478 5 3634 customers In central and ncnbem Alabama, induding Birmlnpham 31 9 MBbl Hasaround 1,500 employees Chairman & Chief Exeru-
Aceta Payable 1599 3066 1529 and Montgomery 2005 utility revenues: residential. 64,1%; com- live Officer; Wm, Michael Warren. Jr. lncorporaled: Alabama. Ad"
gfi~~rDue 1~5.~ ~~~~~ 1~~.R merclalandlndusutal, 278%; lransportation andother, 8,1% 2005 dress: 2101 Sixth Avenue North, BirmIngham, Alabama 35203-
current uab 498.6 688.3 378,7 deliveries: 66.9 MMcf. Energen Resources Corporation, a subsidi- 2784. Telephone: 205·326·2700, Inlernet www.energen.com.

File Chg.Cov. 579% 680% 650% We think 2007 will be another excel- on the company. although the record
ANNUAL RATES Past Past Est'd'03..'05 lent year for Ener'gen Corporatton. performance expected for this year may
oldJange(Persh} 111Yrs. 5Yrs. to'10-'12 Production for the E&P subsidiary, not be repeated over that span Energen
Revenues 50% 9,0% 10.0% E R J ld b d I R h Id b J h"Cash Flow" 125% 105% 60% cnergen esour ces. SlOU e aroun ast esour ces s ou e tne main growt
Earnings 150% 210% 70% year's record level (t e • 95,6 billion cubic vehicle going forward. as management
Dividends 35% 30% 70% feet equivalent) That should come about continues to implement an aggressive ac-
Book Value 11.5% 12.5% 9.0% partially by further drilling activities in qulsltion strategy, Alagasco ought to
Fiscal QUARTERLY REVENUES ($ mill,jA Full the San Juan Basin (bolstered by the remain a steady contributor to earnings,
l~a~ Mar.31 Jun.30 Sep.30 Dec,31 F~~~~l recent purchase of an estimated 30 billion made possible by a regulatory measure
2004 3514 188,2 1665 2313 9374 cubic feet of natural gas reserves from Do- that provides it the opportunity to earn a
2005 3610 2417 1906 3351 11284 minion Resources). plus volumes from target return on equity of between 1315%
2006 4681 282.4 2427 3806 13940 properties acquired in the Permian Basin and 13 65% in a given yea!
2007 415 415 415 415 1660 in late ZOOS What's more, management The quarterly common stock dividend
200B 365 365 365 365 1460 was able to hedge a significant portion of was recently hiked 4,,5%. That was
Fiscal EARNINGSPERSHAREAll Full production (now at 69% of projected gas made possible by the energy flrrn's abIlity
l~a~ Mar.31 Jun.30 Sep.30 Oec.31 F~~~~I output and 71% of estimated oll volumes) to register substantial cash flows And our
2004 83 31 19 42 175 at favorable prices Meanwhile, Alagasco. 3~ to S-year projections indicate that addl-
2005 80 51 26 76 235 the Alabama-based natural gas utility, tional increases in the distr-ibution will
2006 118 67 56 75 316 stands to perform reasonably well. as it take place
2007 fAD 85 75 100 4.00 ear'ns within an allowed range of return on These shares. ranked 2 (Above Aver-
200B 1.25 .70 .60 .85 3.40 average equity, Despite a rise in operating age) for Timeliness, have risen constd-
Cal- QUARTERlYDlVIOENDSPA~~:·~4 ~~!~ expenses, 2007 share net may well surge erably in value since the beginning of

cndar Mar.31 Jun,30 Sen.30 about 26%, to $4,00. which would be the this decade. as energy markets have
2003 09 09 092 092 37 highest earnings In the company's history strengthened nicely over that tirnef'rame
2004 092 092 096 096 38 Lower. though still relatively good, results But it appears that the price surge has
2005 10 10 10 10 40 could be in store for Z008 if commodity greatly diminished long-term capital ap-
2006 11 11 11 11 44 prices were to trend downward. predation potential
2007 115 We have a positive 2010v2012 outlook Frederick L Harris, 111 March 16, 2007

(A) Fiscal yearend9/30 fhru '01. 12131 eaer !EXCI. nonrec items: '92,3¢;'94,5¢;'99.3¢; June, sept, Dec.• Oiv'd reinvest plan avail Company's Financial Strength A
Three-mcmh stubend12131101: Revenues, '00,d4¢; '01,d2¢; '02.5¢;Q4 '06,56¢. Ext!' (O)lncl. inlang assets In'05:571 7 mlll Stock'sPriceStability 85
$147.3 mill. EPS, 15¢ (exd,nonrec charge of disc. ops: '02, 11,; '03,1¢ Next eqs. rpt late SO.98/sh. PriceGrowth Persistence 100
9¢) (B) Primary ags thru '96, then diluled April. (C) Div'd hsloricalJy paid In early March. (El Inmill, adjusted for stock sptils. Earnings Predlclablllty 65
e ,007, Value Line PublishinQ. tnc. All lightsreser/cd. factual malerial is obtained from sources !lcltcved 10be reliable and is provided without wmmntles of any kind, _
HlE PUBLISHER IS NOT RESPONSIBLE TOR ANY ERRORS OR OMISSIONS HEREIN, TlJis publicationl,s S1lk:lly fm SubSCllber's own, non·rommcltial. intorllnl use, No p.1l1. I I I', : I I: I I ' ,
01~ may be ICploduted, r~501d. 5lOl~d or Uansm~led many pdnted, electronic or olher form, or u~Oll for genota~ng or mill~e\ifl9 any plmlCd or elE.'Ctloni(: Jll.1btica\lon, service or prOdul:1
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NATIONAL FUEL GAS NYSE·NFG IrECENT 41341rIE 18 o(Trniing 175) RELATIVE .99 DI~D 2.9% •
PRICE I RATIO I MedIan: 140 PIE RATIO YlD

TIMEUNESS 4 lOWl!led1J16107 High: 221 245 248 265 323 316 257 275 292 360 402 438 Target Price Range
Low: 15,7 19,7 198 188 197 220 156 190 238 262 306 369 2010 2011 2012

SAFETY 2 tlew7127190 LEGENDS

5 lowered 3116107
- 7.0 x, "cesn flow" p sn 60TECHNICAL ' ., Rcl,awe Price Strength
2·101-1 spill 9101 60BETA <95 (1,OO~MalkC1)

°m~~~;ir~a imficJlr:s flXt'ssion sn
2010·12 PROJECTIONS 46

Ann'l Total ':" . " ll~ !I: .... " -- 30Price Galn~:l Return , , 25High 40 ~5% 2%
" ," ,

"
, "I' 20lo. 30 (- 5% -4%

Insider Decisions ...... .' ~1.1 • .....
15

AMJJASOND I'" .... ........ ....... .... " .. "'".. '. '..' ," .......10 Buy o 0 0 0 0 0 0 0 0 ." .. .. 10-, ", ."OpIicns 034 3 1 0 0 0 4 >-75la S~U 012010113

I~
% TOT RETURN 2/07

Institutional Decisions ne Vl.AnJlll
1Q1006 JQ1~ .Q1006 Percent 75

SlOCK INDEX f-
:~~~"

125 117 102 shares 5 1~ 33,4 120
98 111 144 traded 25 1- 3 y' 85,0 41. -HId's ~oo 36453 36899 44367 5yr. 110,5 88,2

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 °VAlUE LINE PUB., INC 0·12
1399 135B 1392 15,31 13,03 15,96 1658 16.22 16,26 1812 26,45 1825 2499 24,48 2280 2772 25.90 25.50 Revenues pershA 30,00
161 171 197 211 197 26B 297 299 315 342 431 384 429 • 25 406 459 4.50 4.51/ "Cash Flow" persh 4.75

.B2 97 108 112 102 139 151 1.44 14B 161 211 158 189 197 191 240 236 220 Earnings persha 2.40
.72 .7' .76 .7B .BO .B3 .B6 .89 .92 .95 .99 1.03 1.06 1.07 1.14 1.1B 1.20 1.20 O1v'ds Oecl'd pershC. 1.20

rn 233 180 I B1 2.44 m 260 511 m 342 369 290 187 208 260 353 3.50 3.65 Cap'l Spending pereb 3.75
B.76 9.34 10,04 10,47 10.69 11.31 11.97 11.57 12.09 12,55 12.63 12.54 13.97 15.11 1'.58 17,31 18.55 19.55 Book Value pereh 21.05

61.85 67.71 73,32 4.56 74.87 75.70 76.33 76.94 77.68 78.66 79,41 80.26 81.44 82.99 84.36 83.40 83.00 83.00 Common ShsOUlsl'g 0 85,00
14.4 13,0 14,5 1• .4 137 12.2 140 15.6 15.5 15,0 12. 14,3 11 B 12.7 150 14.1 8oldliO It'$alll IAvg Ann'l PIE Rallo 14.0

92 .79 .86 .94 .92 .76 .81 .Bl .88 .98 .65 .7B .67 .67 .80 .76 Value U" Relallve PIE Rallo ,85
6.1% 5.8% 4.8% 4.8% 5,8% 4.9% 4.1% 3.9% 4,0% 3,9% 3.7% 4.6% UO/O 4.3% 4.0% 3.5% es/I a/cs Avg Ann'l Oiv'd Yield 4.2%

CAPITAL STRUCTURE as of12131106 1265.8 1248.0 1263.3 1425.3 2100,4 1464,5 2035.5 2031.4 1923.5 2311.8 2150 2200 Revenues ($mlll) A 2550
Total Debt $1167.2 mill. Due In5Yrs $332 2mill 27.5% 28.5% 30.6% 30.7% 26.3% 33.1% 26.6% 25.9% 26.0% 21.8% 23.0% 23.0% OoeraUna Maraln 26.0%

LT Debt S1095 5 mill LT Interest $69.0 mill. 1117 11B.9 129,7 1422 1749 1807 195.2 189,5 1798 1796 186 185 Depreclallon ($mlll) 200
(Total interest coverage: 4 8x) (43% ofCap'l) 114.7 111.4 115.0 127.2 167,4 127.6 154.2 163.3 162,4 203.5 195 190 Net Profit {$mlll) 265

375% 39,4% 357% 375% 40.7% 376% 378% 35,5% 377% 223% 22.0% 25,0% Income Tax Rale 38,0%
Leases, Ilncepltallznd Annual rentals $8.5 mill 9,1% 8,9% 9.1% 8,9% 8.0% 8.7% 7.6% 8.0% 8.4% 8,8% 9.1% 8.6% Net Profit Marain 8.0%
Pension Assets-gl06 $616 mill Obllg, $825 mill d1555 d4789 d3818 d4900 d5096 d373 5 d1462 dlO32 d19S.8 dBO,9 125 95.0 Working Cap'l {$mlll) 50.0
Pfd Stock None 5616 6921 8227 953.6 10467 1145,3 11478 11333 1119,0 10957 1100 1100 long-Term Debl (Smlll) 1000

Common Stock 82.769.461 shares 913.7 890.1 939.3 987,4 1002.7 1006.9 1137,4 1253.7 1229.6 1443.6 1540 1630 'hr, EQUU; Ilmlill 1850
as of1/31107 9,1% 8.7% 8.4% 83% 102% 80% 8,8% 86% 85% 9.4% 9.0% 8.0% Return onTotal Cap'l 8.5%

12,6% 12.5% 12.2% 12.9% 16.7% 12.7% 13.6% 13.0% 13.2% 14.1% 13.5% 11.5% Return onShr, Equ1tv 11.0%
MARKET CAP: $3.4 bUllon (Mid Cap) 5.5% 5.0% 4.8% 5.5% 9.1% 4,6% 6.1% 5,9% 5.6% 7,3% 6.0% 5.5% Retained toCom Eq 4.5%
CURRENT POSITION 2005 2006 12131/06 56% 60% 61% 57'/11 46% 63% 55% 55% 58% 48% 52% 54% All Oiv'ds toNet Prof 50%

IS""L}
476 BUSINESS: Nallonal Fuel Gas Company is an integrated neluret Seneca Resources ond other nonregulaled divisions. 2006CashAssets 575 696

Receivables 155,1 1443 1926 gascompany Gas Ulllily sells and transports gas10 about 733,000 oeprectanon tate: 4 3%. Has 2.044 employees Officersldirec1olsInventory (UFO) 978 962 908 customers In western New York and northwestern Pennsylvania own 55%ofcommon stock; Vanguard Fiduciary Trust. 8S% (1/07Other 262.3 209.4 239.3
Current Assets 572 8 5196 """57'[3 The company's pipeline and storage division owns gas pipelines proxy) Chairman, President, & CEO: Philip C, Ackerman In-
Accls Payable 1566 1330 1442 between Pennsylvania and the New YorklCanadian border near ccrporated NJ Address: 6363 Main Street, Williamsville, NY
Debt Due 94 229 717 Bulfalo. The exploration and production segment is operated by 14221. Telephone: 716·857.7000. Web: www.nationalfuelgas.com.
Other 295.1 134.4 123.7 National Fuel Gas shares are Hkely to We are slightly more optimistic aboutCurrent L1ab. 461.1 290.3 339.6

ANNUAL RATES Past Past Est'd'04·'06
lag the year-ahead market. As the out- the Iongcr-term prospects for' the
1001< dims for the company's near-term company's other segments. Theof mange {per sh) 1l1Yrs. 5Yrs. to'10.'12
earnings. we do not believe this is a favor- pipeline and storage segment's operatingRevenues 55% 45% 20%

"CashFloW" 65% 35% 5% able entry point for investors Although profits arc up versus last year. The modest
Earnings 60% 40% 15% the stock price has edged upward since our advances there are the result of enhancedDividends 35% 35% 25% last review, at present. we do not envision transportation and storage revenues Ad-Book Value 4.0% 4.5% 4.0%

Fiscal QUARTERLY REVENUES IS mill}' Full much relative price outperformance over ditlonally. the utility division's profits are
Year Oec,31 Mar,31 Jun.30 Sep,30 Fiscal the next six months Also, the potential up year over year This improvement
Ends YOllr softening of natural gas and oil pricing reflects a favorable rate settlement that
2004 5325 B017 4190 27B2 2031A would limit long-term earnings growth enables the company's utility subsidiary.
200S 5003 73SB 400A 2B71 19236 And NFG's cunent quotation is above his- National Fuel Gas Distribution, to charge
2006 710.B B910 4155 2945 23118 tor leal PIE multiples as well as our Target higher rates This should help the compa-2007 5042 926 420 300 2150
2008 575 935 40S 285 2200 Price Range out to 2010-2012 ny to offset the negative effects of poten-

Fiscal EARNINGS PER SHARE ABE Full We look for a year-to~rcear share-ncr tlally lower average usage Too, cost-
Year Dec.31 Mar,31 Jun.30 Sep,30 Fiscal decline in fiscal 2007 ends September reduction efforts In these segments should
Ends Year 30th) The oil and natural gas exploration provide added support
200. 53 95 '0 09 197 and production (E&P) segment (Seneca) Meanwhile, the company's joint ven-
2005 60 84 31 16 191 drove notable gains in fiscal 2006 and can- ture with EOG Resources is promts-2006 67 91 46 36 240
2007 62 90 43 35 230 tinues to be the prtmary contributor to lrrg. The combined efforts to develop Ap-
200B ,62 .90 ,38 .30 2,20 profits However. with energy Pt ices fall- palachlen reserves may unlock ccnslder-

Cal- QUARTERLY DIVIDENDS PAlO C. Full
ing in recent months. we expect revenue able growth potential This region has
and profit compar'isons to be less favorable been under explored over the past severalendar Mar.31 Jun,3D S~~,30 Oec.31 Year in the coming years Moreover. as the cost years, and industry spectaltsrs confirm

2003 26 26 27 27 106 of finding and developing both oil and nat- that there are substantial unconventional
2004 27 27 28 28 110 ural gas rises, weaker pricing would make gas opportunities from deep well-drflllng2005 2B 28 29 29 114 it more challenging to offset margin pres- in the area.2006 29 29 30 30 11B
2007 .30 sure from higher expenses Simon R Shoucstr Merch J6, 2007

IA} Fiscal yea' ends Sept. 301h.IBI Primary '1179'1. Incl. nonrecur. los, '96, 16f Flscal'03 • DI, relnvesunent pi" available ID}ln mll- comreay" FI",,',' St""91" aH
egs.thru '97; diluled eereaner. Exc nonrecur quarterly totalsdonot sum tolola due to lions. adjusted for split. (E) Earnings pershare Stoc 's Price Stablllty 90
yaln (loss): '94. 9¢; '98. (52 28); '01, ($1.29); rounding Next eqs report due early May (C) may not sum due 10 change inshares out- Prlce Growth Persistence 85
02. {12¢); '03.31¢; '04. 4¢; '05. 32¢; '06. Dlv hist paid In mid-Jan. Apr. ,July. and Ocl. standing Earnings Predictability 85
c 2007. Valuc Une PUbUshin2' Inc. All li~llS lcscrved, Foclllal matClial Is oblaincd 110m scoccs believed 10 be reUable mid isprovided without warranties 01 any kind.
TIlE PUBliSHER IS NOT RE PONSIB1E OR ANY ERRORS OR OMISSIONS HEREIN. TIlES fJ:bueatillll i,s strictly lor subscnber's own, non·commercial, iolelllaluse. No p~rl , I , " : I I: I I ' •
01 it m~ be rCplo~uced resDld, mllcd or uensmined ,n any prmled. eloolonk or other fum 01 use lor gCl\crabng III malkclmg any pdmed or clewonic pubic,ltion. seM&C or prO!luct
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NEW JERSEY RES. NYSE·NJR
I~ECENT 49 491r~ 17 1rOiling 1&0) RELATIVE 0941 ~W'O 3.1% .

PRICE , RATIO I MedIan: 15.0 P~ RATIO. YLO

TIMELINESS 5 lowered 12115105 HIgh: 199 280 26.6 27.4 29.6 325 336 446 493 532 511 Target Price Range
low: 17.8 18.8 210 224 241 24.8 243 365 407 415 463 2010 2011 2012

SAFETY 1 Raised 9115105 LEGENDS 120
TECHNICAL 4 lowl.'lcd 312101 - ~;~~e~Oi'li~:~~sr #~tc 100

. ,. RC!ati\lc~ICc Sucngth 00
BETA .ao (1.00 ~ M3r~cQ J.f0l·2sJlIil 3/02 "2010-12 PROJECTIONS omiOIls; No

haded aWl! im/ic.7!aS recession " ...-. ... _. 40Ann'! Tolal e .,,,1' ... 1 .,""I _.... ..._.
Price GillnJ!l Return ""I' --- _... - -- J2High 50 16''' 4% .'" huhll! .It"l'l /"l,w 40 (-2 % ·1% , .. 24

Insider Doclslons 1.. ·1 20.... -. ." --. 16A M J J A SON 0 ,'I" .. -.. -.. ," ........ ...... :' ..... ..... .... '" .............loBuy o 0 0 0 0 0 0 0 0 12
Opti~M o 2 004 001 1
!oStll 020040011 %TOT RETURN 2/07 ~8
Institutional Decisions

2.-.L7

nns vtARJm.
IQI®!; 301~ .Ql~Q6 SlOCK INDEX

~Percent 15
I-- 1yr 132 120

:~~~
73 61 68 shares 5

f,b, 3yr 39.6 41,4 -
60 69 6' treceo 25 -

1ll;':~GOO 16255 16616 15657 5yr, 92.4 88,2
1991 1992 1993 1994 1995 1996 1997 1996 1999 2000 2001 200B e VALUE LINE PUB., INC 10·12

1599 1688 1802 1922 1703 2022 25,97 26,59 3398 4413 7682 6617 9343 9133 11429 11944 12145 123.00 Revenues perehA 128,50
158 195 214 231 213 222 245 260 279 299 318 321 358 375 3,92 410 4,25 00 "Cash Flow" per sh 4.70

55 109 115 126 129 137 1,48 155 166 119 195 209 238 255 265 280 '" 3,00 EarnIngs pershB 315
1.00 101 1.01 1.01 1.01 1.03 1.07 1.09 1.12 1.15 1.17 1.20 1.24 UO 1.36 1.44 1.52 1.56 Dlv'ds Decl'd pershc. 168
291 199 231 210 177 178 1 2 160 181 180 166 1>3 11 217 , 92 192 Z50 z10 Cap Spending persh t05
8.57 9,44 981 964 9.70 10.10 10,38 10.88 11.35 12,43 13.20 13.06 15.38 16.87 15.90 12.50 24,10 25,65 Book Value persh0 0.50

20:9" 24,43 25.23 25.95 26.69 27.13 26,82 26.72 26,61 26.39 26.66 17.67 27.23 2 .74 27.55 27.63 28,00 28,50 Common ShsOutst'g E 29.50
223 12,4 15,1 13.0 11.7 136 13.5 153 15,2 147 14.2 147 140 153 16,8 16' Bold fla roSilro Avg Ann'l PIE Rallo 14,0
142 .75 .89 ,85 .78 .85 .78 .80 ,87 .96 .73 80 .BO 81 89 .86 Villue U" Relatlve PIE Rallo .95

8.1% 7.5% 5.8% 6.2% 6.7% 5.6% 5.3% 4.6% 4.5% 4.4% 4.2% 3.9% 3.7% 3.30/1 3,1% 3.2% osl/ ares Avg Ann'l Dlv'd YIeld 4.5%

CAPITAL STRUCTURE as of12131/06 6965 7103 904 3 11645 2048,4 18308 25444 25336 31483 32996 3400 3500 Revcnu~: I~$~:;~ A 3800
Total Debt $526.4 mill Due In5 Yrs $300 0 milt 41.5 43.3 44.9 41.9 52.3 56.8 65,4 71.6 74.4 78,5 84.0 87.0 Net Profit Smlll 100
LT Debt $336 7 mill LT Interest $250mill 333% 30,4% 36.2% 378% 380% 38.7% 39.4% 391% 39,1% 389% 39,0% 39.0% Income Tax Rate 40.0%tncl. $7,4 mill capilalized leases.

6.0% 6,1% 5.0% 4.1% 2,6% 3.1% 2.6% 2,8% 2.4% 2.4% 2.5% 2,5% Net Profit Marilin 2,5%(LTinterest earned: 6 Ox; total Interest coverage:
493% 51.2% 487% 470% 501% 506% 381% 40.3% 420% 348% 34.5% 33.5% Lonq-lerm Debt Rallo 315%6,Ox)

Pension Assets·9/06 $95 8 mil! 47.1% 45.6% 51.2% 52.9% 49.9% 49.4% 61.9% 59.7% 58.0% 65.2% 65,5% 66.5% Common Enuilv Ratio 68.5%
Obllg $1037 mill 590,6 6382 590.4 6201 7062 7324 6768 7838 755,3 954 0 1025 1095 Tolal Capital \~I~l1t1 1310

PfdStock None 659.4 680.0 705.4 730.6 743.9 756.4 852.6 880.4 905,1 934.9 940 970 Net Plani ISmHt 1100

Common Siock 27.833.520 sus 8,6% 81% 90% 9,0% 85% 8.7% 10.7% 101% 112% 96% 9.5% 9.5% Return onTotal Cap'! 9,0%
as of216/07 139% 139% 148% 14,6% 148% 15.7% 15,6% 153% 170% 126% 125% 120% Return onShr Equity 110%
MARKET CAP: $1.4 billion (Mid Cap) 14.3% 14.4% 14,8% 14.6% 14.9% 15.7% 15,6% 15.3% 17.0% 12,5% 12.5% 12,0% Return onCom EilUitv 11.0%
CURRENT POSITION 2004 2005 12131/06 4.0% 4,4% 5.0% 5.4% 6.1% 6.9% 7.7% 7.8% 8.5% 6.3% 6.5% 6,0% Retained 10 Com Eq 6,0%

{IM'lL}
50 250 10'

73% 71% 67% 63% 59% 56% 51% 49% 50% 50% 49% 50% AU Oiv'ds 10 Net Prof 50%CashAssets
Other 681.0 927.8 1078,8 BUSINESS: New Jersey Resources Corp is a holding company and electric utility, 37% on-system and capacity release) N,J Natu-
currentAssets 6860 9528 11J8'B9 providing retail and Wholesale energy svcs to customers In New ra! Energy subsid provides unregulated retail and wholesale naiu-

Aceta Payable 429 547 455
Jersey. instates from theGull ccesttc New England. and Canada rat gas and related energy eves. 2005 oep. rate: 27% Has 766

Debt Due 2874 1774 2897 New Jersey Natural Gas has about 471,000 customers at 9130/05 empls. OllJdir own about 2% of common (12106 Proxy) Chrmn.
Other 357.4 744,2 687.8 in Monmouth and Ocean courses, and other NJ counues Fiscal and CEO: laurence M. Downes. jnc.: NJ. Addr: 1415 Wyckoff

curre:~~Ueb. 687,7 976.3 1023.0 2006 volume: 102.8 bill. cu,ft. (56% finn. 7% interruptible industrial Road. Wall, NJ 07719. TeL: 732-938-1480. Web: w'IWI.njliving.com.
Fix. Ch . Cov. 826% 660% 450% New Jersey Resources began fiscal reliability,
ANNUAL RATES Past Past Est'd'04·'06 2007 (ends September 30th) on a weak In late 2006. the Conservation Incen-
of dlange (per sll) lllYrs. 5vrs. to'111·'12 note. First-quarter profits increased 7% in tive Program (eIP) went into effect.Revenues 190% 160% 25%
"CashFlow" 60% 55% 30% the narur al-gas-distribution segment NJNG"s earnings and cash Flows will be af-
Earnings 75% 80% 25% (NJNG). but dropped 50% in the energy- Iected by this tariff The Clp deccuples the
Dividends 30% 35% 30% services unit (N.JRES) and dropped 40% in link between customer usage and the utili-Book Value 6.5% 8.5% 8.0%

the retail business Revenues declined in ty's pr oflts This feature will allow custom-
FIscal OUARTERLY REVENUES {Imill) A Full all three segments due to lower customer ers to conserve energy while addressingYear Dec.31 Mar.31 Jun.30 Sep.30 FIscal
Ends Year usage at NJNG and lower sales at NJRES_ the company's utility profit margin var-ia-
2004 6430 1037 438S 4144 25336 which was the result of lower natural gas tions due to weather and customer' usage
2005 8540 1065 5443 684 9 31483 prices and higher' pipeline transpor taticn The wholesale energy services pro~
2006 164 1064 5361 534 5 32996 costs due to infrastructure damage from vider is on tr-ack to lever age its tr-ans-
2007 741 5 1285 688 685.5 3400 regional hurricanes portation and storage capacity to
2008 195 1090 585 630 3500 Even so, we look for a modest In- manage sales to its energy company
Fiscal EARNINGS PER SHARE AO Full crease for share earnings, both this customers. The portfolio maintains physt-Year Dee.31 Mar.31 Jun.30 Sep,30 Fiscal
Ends Year year and next. NJNG added about cal asset contracts across the North Amer-
2004 87 182 06 d20 255 10,000 new customers per year in 2005 lean continent and its varied weather
200S 91 1.84 07 d17 265 and 2006 through new housing agree- areas The portfolio's value increases when
2006 123 214 d 14 d43 280 ments and customer conversions from there are natural gas price differences in
2007 101 220 d05 d.26 290 other' fuels We anticipate this annual new these different regtons. In maintaining
2008 1.26 2.03 d.04 d.25 3.00 customer growth rate trend will continue and trading this portfolio. we think that
Cal~ OUARTERLY OIVIOENOS P~O ,- Full According to the company. the customer NJRES's customers will receive better

endar Mar.31 Jun.30 Sen,30 Oec,31 Year growth rate should increase natural gas pricing on these commodities,
2003 31 31 31 31 124 sales volume by 1 5 billion cubic feet an- We t.htrtk this company witt be able to
2004 325 325 325 325 130 nually over the next tWQ years and add register steady growth, Even so, the
100S 34 34 34 34 136 $40 million in new utility revenues per stock is untimely and is trading at the top
2006 36 36 36 36 144 year Natural gas is being used in 95% of of our 3~ to 5- year price target
2007 38 new construction due to its efflclency and Enzo DiCostanzo Merch 16, 2007

IAI Fiscall'" enos Sept. 30'h Ap,;I, July, andOctober - Dividend rejnvest- {Elln m;U;ons adjusted lorspl;' '\~
B Dilute earnings NeXI earnings report due menl plan available, Sloc 's Price Stablllty 100

late Apri1. (01 Includes regulatory assets in2006: $3230 Price Growth Peraletence 85
(e) Dlvldends historically paid In early January, rni lion, $11 70Ishare Earnings Predlclabltlty 95
o 2007, Value use Publishin , Inc. All Ii Ills reserved faclual m~I~lial is ebtain~d nem sources llclicved 10 be wliablc aud isplO'lidl.'d without wammtics cI any kind.
THE PUBLISHER IS NOT RE~PONSlBlE fOR ANY ERRORS OR OMiSSIONS HEREIN, 111is rr:blicauou isslriclly lor subsoiber"s own. nOl\·commclcial, Internal usc. No pall t • I " : I I: I I ' ,
01 it rna \Iete oduwd. (clolo stOlcd or uartsmlued IU an luted elceu(}/ll~ or other lemUl use lor cneralin OfmalkeM a mled or elceuonlc b~c~lIOll SeMW OJ OdUtl
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N.W. NAT'L GAS NYSE·NWN
IRECENT 43 OOIP~ 181(Trniling:IBB)RELATIVE 100 DIV'DIPRICE .uu IRAllO , Median: 15.0 P~ RAllO, YLD 3.4%

-+--+-+--+-+

. , .
% TOT. RETURN 2/07 8

,

~
nus vtenm

STOCK INDEX

lIllilillI
1yr 341 120 -

- --- 3yr 55.5 414
- 5 yr. 104.2 88.2

308 279 275 268 307 313 341 396 437 463
24319517821723524027532.4 328 398

,

'.' 11l tll ll11 ... , ,1'"'''' r-rrr-

.... ...... " It .'.... .. '. .... ....... ...

9
6
3

m
15.37
22.56

1996
16,86
366
197
1.20

HIgh: 259 31.4
Low: 20.6 23.0
LEGENDS

~~~~Xd~1i1~~~~sr ~~le
, . Rl~ative ~iCC Strength
]·10(·2 spill 9196

°m~&t~~~a indicales recessiOil

358 rn 3.61 4.23 3.02
12.23 12.41 13,08 13.63 14.55
17.68 19.46 19.7 20.13 22.24

1991 1992 1993 1994 1995
16.741410181518301602
257 325 374 350 341

67 14 174 163 161
1.13 1.15 1.17 1.17 1.18

Institutional Decisions
l:OlQW 3010G6 (Q7~D~ percent

lolJuy 71 66 75 sucres

~~:i~oo 143~~ 143~i 143~~ uadeo

28.1 27.0 12.9 130 12.9
1.79 1.64 .76 .85 .86
5.9r~ 5.7% 5.2% 5.5% 5.7%

\1.7
.73

5.2%

14.4 26.7 145 12,4 12.9 172 15.8 16.7 17,0 16,3 Bpldllll (PUt'll AvgAnn'IPJERatio 16.0
.83 1.39 .83 .81 .66 .94 90 ,88 .91 .89 VJIUll Vile Relative PIE Rallo 1.05

4.8r~ 4.5% 5.0% 5.6% 5.1% 4.5% 4.6% 4.2% 3.7% 3.7% uti ntes Avg Ann'l Olv'd Yield 18%

3618 416.7 455.8 5321 6503 6414 6113 7076 9105 1013,2 1000 1050 Revenues(Smlll) 1300
43.1 27.3 44.9 47.8 50.2 43.8 46.0 50.6 58.1 63.4 66,0 70.0 Net Profit l$m1ll1 86,0

329% 310% 35.4% 35,9% 35,4% 349% 33.7% 344% 360% 36,3% 36.5% 36.5% Income Tax Rate 36.5%
11.9% 6.6% 9.9% 9.0% 7.7% 6.8% 7.5% 7.1% 6.4% 6.3% 6,6% 6.7% Net Profit MargIn 6.6%
46,0% 45,0% 46,0% 451% 43.0% 47,6% 497% 460% 470% 46,4% 470% 47,0% Long·TermOebtRatio 48,00/,
49.0% 50.6% 49.9% 50.9% 53.2% 51.5% 50.3% 54.0% 53.0% 53.6% 53.0% 53,0% Common Eouitv Ratio 52,0%
748,0 815.6 8615 8878 880,5 9373 10066 5 1108.4 11165 1150 1175 TotaICapita!(Smlll) 1350
827.5 894.7 895.9 934.0 965.0 995.6 1205.9 .4 1373.4 1425.1 1475 1525 NetPlan'll$mlin 1600
74% 50% 6.8% 67% 69% 5,9% 57% 9% 65% 75% 70% 70% Return onTotal Cap'l 70%

107% 61% 97% 9,8% 100% 89% 91% 89% 99% 10.6% 10.5% 110% Relumcn Shr.Equlty 120%
11.D% 6.0% 9.9% 10.0% 10.2% 8.5% 9.0% 8.9% 9,9% 10.6% 10,5% 11.0% Return onCom Enultv 12.0%
3,6% NMF 2.8% 3.1% 3,5% 1.9% 2.6% 27% 3.7% 4.2% 4,0% 4.5% Retained 10 Com Eq 5,0%

2004 2005 12131/06

5,2 71 58
231.9 316.6 303.0
2371 3237 308,8
1025 1353 1136
1175 1347 1296
47.3 56.6 98.3

267.3 326.6 ~I--"::..::::,.=...!:C==..::::..:===c::;c::..:::c...:.:.:==---"=:.:::===-::.:.:===c::c====_......,~
316% 340% 349%

Past Past Est'd '03-'05
III vrs. 5vrs. to'10.'12

45% 80% 110%
15% 25% 4,5%
15% 5,0% 70%
10% 10% 40%
4.0% 3.5% 3.5%

Common Stock27.256,341 sha
as of 2123107
MARKET CAP $12 bllllon (Mid Cap)

(Totallnleres! coverage: 34x)

CAPITAL STRUCTURE as of 12131105
Total Debt $546,6 mill Duo In5 Yrs $251,7 mlll
LT Debt$517 0 mill LTInterest$31 0mill

ANNUAL RATES
ofchange (pelsll)
Revenues
"Cash Flow'·
EarnIngs
Dividends
Book Value

PensionAsscts-12J05 $236 mill
Ohllg.$269 mill
PfdStockNona

CURRENT POSITION
IIMIlL)

Cash Assets
01her
Current Assets
Accts Payable
Deb! Due
Other
Current Liab
Fx.Chg,Cov.

70% 118% 74% 70% 67% 79% 72% 69% 63% 61% 60% 59% All Oiv'ds toNet Prof 60%

BUSiNESS: Ncnbweet Natural Gas Co distnbules natural gas at Pipeline syslem to bring gas to market. Owns local underground
relall 10 90 communities, 636,000 customers, in Oregon (90% of storage Rev breakdown: residential. 55%: commercial. 26%: In
custs ) and in southwest Washlnglon state. Princlpal cities served: dusllial. gas trensocneucn and olher, 17%. Employs 1.200 Bar
Portland and Eugene. OR; Vancouver, WA Service area popule- clays owns 62% of shares; insiders. 1% (4/06 proxy). CEO: Mark
tlon: 24 mill. (77% inOR). Company buys gas supply from Canadi· S. Dodson lnc.: OR Address: 220 NW 2nd Ave, Portland. OR
an and U.S. producers; has lransportalion righls on Northwesl 97209. Tel.: 503-226-4211. Internet; www.nwna!ural.com.

Northwest posted solid earnings its work reorganization This plan entails
growth in the last quarter of 2006 " ". outsourcing most new construction and
The pr-ior-year period suffered from about some administrative work, and standard
$0 06 a share in unususal litigation ex- izing and centrallztng some functions. The
penses, Still, fourth-quarter earnings rose company also plans to set up a new sales
around 9%. excluding the pr tor-year period force for the conversion market
charge Northwest's customer count con- Suburban growth and other projects

Cal- QUARTERLY REVEHUES ($ mill J Full tlnued to grow at a 3% dip. about twice should keep earnings growing at a
endar Mar.31 Jun.3D Scp.30 Dec,31 Year the industry average Operation and better-than average industry pace"
2004 2545 1097 81,4 262,0 7076 maintenance costs declined 1%. after Over the next 10 year s, the Portland
2005 3087 1537 1067 341.4 9105 severance costs, as the company's work metro government will move its urban
2006 390,4 171 0 1149 336.9 10132 reorganization plan started to take effect growth boundary out to the southeast of
2007 380 170 110 340 fOOD In 2006. the company earned $2 22 a the city. opening a large new territory for
2008 390 180 120 350 1050 share, before severance costs and mark-to- natural gas service Planners forecast that
Ca!~ EARNINGS PER SHARE A Full market accounting for derivatives ($229 a some towns in this area will grow by over

endar Mar.31 Jun,30 S~;;"30 Dec.31 Yt!ar share overall) 500% by 2015 with new. higher-density
2004 124 d03 d30 95 186, " . and the momentum will likely con- zoning A new Interstate pipeline project
2005 144 04 d31 94 211 tinue through at least 2008. For 20 could also put to work over $100 million of
2006 148 07 d35 109 229 years, Northwest has logged about twice capital. at a good, FERC-regulated rate of
2007 1,56 05 d 33 111 2AO the average industry customer growth. return, and NWN will probably benefit
2008 1,54 .07 d.33 1.17 2,55 and we see no reason why that won't con- from the construction of at least one new
Cal- QUARTERLYD1VIDENOSPAlD O• Full tlnue for' the foreseeable future Natural liquefied natural gas terminal in its area

endar Mar,31 Jun,30 Se~.30 Dec,31 Yt!ar gas came to the Portland area rather late. These neutrally ranked, top-quality
2003 315 315 315 325 127 in the 19505, giving Northwest ample con- shares have below average total-
2004 325 325 325 325 130 version opportunities And the company return potential Earnings and dlvt-
2005 325 325 325 345 132 has over a 90% share of new residential dends wlll likely grow faster than industry
2006 345 345 345 355 139 heating We anticipate further gains On averages, but the current yield is modest.
2007 355 the cost side, too. as Northwest completes Sigourney B Romaine Ai/arch 16. 2007

(A) Dlluted earnings per share Excludes non, mid-May, mid-August, andmld-Nevember Company's Financial Strength A
recurring gaIn: '98, SO,15; '00. $0,11 Next • Dlv'd relnveatment plan available. Stock'sPrlceStabHlty 100
eamlngs report dueeally May (C) Inmililons. adjusted for stock split PriceGrowth Perslstenea 55
(Bl Dividends historically paid inmld-February. Earnings Predictablllty 80
e 2007. Value Une Pub~sl1ing, Ill(:. All rights reserved Fcclual material Is oblalncd homsources believcd to be reliable and Is plOvidL'll wilholll wal/arluos III anykind.__
THE PUBliSHER 15NOT RESPONSIBLE toR ANY ERRORS OROMISSIONS HEREIN, TIlls pub~caUOf1 r_s Slnctly 1(11 subsaibl!!'s own. non-tommCldill. intcrnal usc.Nopan • • I '. : I I: I I ' ,
01 rt rna be rCplodu~cd. rosold, slO1l'd O1lran;m~ted In any plimcd. Clcttr01li~ III other form. orused torgcnNa1mg orrnar~cung any l~irnell 01 ck"l;\fonic pubicatloo, IcrvltcIII JlIO~UC1
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ONEOK INC. NYSE·OKE
IRECENT 40 87' IP~ 15 7(Trnili,g: 16.6) RELATIVE 087 OIV'OIPRICE • IRATIO • Medi,,: 13.0 P~ RATIO. YlO 3.4%

High: 152 203
low: 10.0 12.9
LEGENDS

8.0 X.~Ca~h Flow" p 511
., RcJalNc rnce SllCllgdl
z.re.t Sfl~l 6101

°m:~~;/;;'J indicates recession

221 186 253 243 231 224 290 358 445 43.8
149 123 109 142 146 160 197 263 263 393

....,
, ,

Percent
shares
traded

1995
17 58
172

79
.56

e ..

'" , "

."" .

Common Stock110.847.495 shs
as of1131107

PensIon Assets-121GB $710,4 mill ObUg $8330
mill
Pfd StockNona

216 1.31 162 139 .- 164 161 41f 3.40 :J21 :>69 3.4/ 2.26 2:>3 20t 340 350 3.55 CaplSpenl3mgpersh 3,5~

6,51 6,64 6.B2 6.94 ],19 7.61 8.24 9.51 9.81 11.11 21.08 22.47 13.04 15.41 18,38 20.02 21.75 22.10 BookValuepersh E 23,85
53.24 53.26 53.27 53.38 .52 56.16 63.15 61.77 59,11 60.00 60.16 95.19 104.20 97.65 110.68 115.00 120,00 CommonShsDutst'gD 130.0

10.8 12,9 143 140 11.9 12.5 13B 16,4 15.2 10,5 1:1,9 15.0 9.2 10.3 \1.9 14.6 s,,/dna rcUrtI Avg Ann'J PIE Rallo 15.0
.69 .78 .84 .92 .80 }8 ,80 .85 .87 .68 ,81 82 .52 .54 63 78 VJlue Unn Re!allve PIE Rallo 1.00

5.7% 6.2% 5.2% 5.9% 5.9% 4.9% 4.1% 3.3% 4.0% 4.0% 3.2% 3.2% 3,5% 3.7% 3.6% JA% nIl alo! AvgAnn'IDlv'dYield 3.5%

CAPITAL STRUCTURE as of12131{06 1161.9 1835,4 1842.8 6642.9 6803,1 21043 2999,0 5988,1 12149.1 12052.0 12500 13100 Revenues($mI!!IA 14000
Total Debt$4055,0 mill, Due In5Yrs$1492 5 mill 17.5% 16.6% 19,0% 7.2% 7.6% 24.7% 20.2% 11.3% 6.5% 6.7% 7,0% 7,0% Doeratlna Maraln 8.0%
LT Debt $40309 mill LT Interest $246 5 mill 745 1017 1297 143,4 1573 1478 1609 lB87 163.4 235,5 245 255 Deprec1allon ($mIU) 285
(Tolalinlerest coverage: 4 Ox) (65% ofCap'l) 59.3 101.8 106,4 145.6 139,4 118,9 206.6 242,2 275.4 278.2 310 345 Net Profit l$mlUl 410

370% 395% 38.7% 383% 36,8% 463% 40,1% 38,2% 440% 387% 38.0% 370% IncomeTaxRale 360%
5.1% 5.5% 5,8% 2.2% 2.0% 5.6% 6,9% 4.0% 2.2% 2,3% 2,5% 2,6% NetProfilMar!iln 2.9%
182 d1227 dl043 d2104 d256,4 d94 0 d3461 d3960 d3895 11744 fOOO 900 Working Cap'l($mUl) 750

3282 312,4 8101 1473.2 14980 15111 19786 15432 20241 40309 4100 4200 Long·TermDebt{Smllll 4500
462.6 1168.9 1174.5 1225.0 1265,3 1365.6 1241.4 1605.1 1794.8 2216.0 2500 2650 Shr, Eaullv I$mmi 3100
95% 79% 6,4% 6,9% 72% 5.8% 78% 92% 8,3% 6.4% 6.5% 70% Return onTotal Cap'l 7,0%

12,8% 8.7% 9.1% 11.9% 11.0% 8.7% 16.6% 15.1% 15,3% 12.6% 12,5% 13.0% RelumonShr,Eaultv 13.0%
MARKET CAP: $4.5 bllnon (MId Cap) 6,8% 7.8% 5.0% 11.4% 5.2% 3.3% 109% 9,5% 9.2% 6.4% 6.5% 5.5% RetaIned toCom Eq 7,0%
CURRENT POSITION 2004 2005 12131/06 47% 54% 72% 48% 53% 63% 34% 37% 40% 49% 50% 49% All Dlv'ds 10 Net Prof 49%

{IMILL}
Cash Assets 95 79 583 BUSINESS: QNEOK Inc is a diversified energy company thatpur- Partners. Has 4,536 employees Officers anddirectors own epprox-
Receivables 1432,4 22029 13485 chases. transports. anddistributes na'urat gas ONEOK has over 2 Imatelv 13% 01 common stock; aarcays Global Investors, 6,4%
~ih~~tory (Avg csu ~~1.~ l~M.~ ~§~:~ million distribution customers in Oklahoma, Kansas, and Texas (4106 Proxy) Chairman: David L Kyle Chief Executive Officer:
Current Assets 25188 44058 32386 Sold production segment, 9/05, Sold gathering andprocessing. nat- John W. Gibson President James C Kneale Incorporated: Okla.
Accts Payable 11854 17563 1077 0 ural gas liquids, and pipelines andstorage assetsto ONEOK Part- home. Address: 100 West Filth Street, Tulsa. Oklahoma 74103
Debt Due 9855 15480 24 1 ners, 4/06. Currently has 45.7% ownership interest in ONEOK Telephone: 918·588·7000, Internet www.oneok.com.
Other 743.9 1491.0 953.1 NE!( 11 h 1Current Llab. 2914.8 4795,3 2064.2 0 0 reported solid ever-a per. leadership c artge. David Kyle re in-

formance for' 2006. Business declined qulshed his position as president and CEO
ANNUAL RATES l~Y~, r~~~ ES~~~;~.~.;06 slightly. comparred

1
with the record-high at the beginning of the year He will stay

~~~~~~rSh) 165% 50% 15% achievements 0 t rc prior year Strong re- on as chairman until 2008 John W. Gib-
"Cash Flow" 100% 45% 3,5% suits at ONEOK Partners (in which the son, who had served as president and chief
5rv7di~~js 1~5~ 1j~~ t,g~ company has a 457% interest) supported operating officer of ONEOK Partners, is
Book Value 8.5% 9.0"/: 5.0% the bottom line, as the partnership's now the CEO. Former' vice president and

C:-""""""'C==:c.'::==:::7.""'::-,-""-1 Gathering and Processing operations CFO James C, Kneale is now serving as
C~l· aUARTERLYREVENUES ($ m11lj Full benefited from relatively high commodity president

encar Mar,31 Jun,30 Sep.30 Dec,31 Year prices and wider processing spreads The ONEOI< has taken a calculated risk
2004 10309 6321 17268 2598,3 59881 Energy Services business also performed Long-term debt increased considerably
2005 27437 21299 3181,6 4694,5 121497 well. thanks to higher' transportation mar- with the purchase of ONEOK Partners,
2006 39110 24278 26493 30639 120520
2007 3600 2750 2900 3250 12500 gins We anticipate modest growth in reve- and the debt to equity ratio now upproxt-
2006 3800 2900 3050 3350 13100 nues and earnings per share in 2007, mates 1 Bx. This figure should fall going

f-'-""'-I'''''7.==E;";;;,,,,?'-f''''''-I which may well continue to be the case forward, as growth in shareholders' equity
Cal- EARNINGS PER SHARE e Fun through 2010-2012 will probably outstrip that of long-term

endar Mar,31 Jun.30 Sep,30 Dec.31 Year ONEOI< announced a dividend in- debt However, it will take time for the
2004 104 17 19 90 230 crease in late January, Starting with balance sheet to ncrmallze, likely preclud-
~~~~ 1~~ ~~ i~ ~~ ~,~~ the February payout. OKE is now paying a ing any big moves In the meantime OKE's
2007 120 AS ,30 .65 260 dividend of $034 per share This comes as natural gas hedging activities ensure a
2008 1.25 ,50 ,30 ,70 2.75 no surprise. considering the company's minimum level of profitability.

history of dividend increases and the stg- ONEOK shares are r-anked to Jag thecat- QUAR7ERlY DlVIDENOS PAlO '. Full r r h fl d I b d I f h • •
""""'""..pM!!!,!!!,."31,-,!J",un,,,3,,0,-,!5,,,,,,",..:3~0-"D"'''7'.3"I+-Y",",,,'-j nl icant r'ee cas ow generate ast year. roa er- mar' cet or t e coming SIX to
r- This pattern is encouraging, and we expect 12 months, Moreover. the company's

2003 11 17 17 18 69 the payout will continue to grow in the growth prospects appear limited to 2010-
2004 19 21 23 25 1~~ coming years, although perhaps at a more 2012 Thus, the stock's appreciation poten-
2005 25 28 28 28 moderate rate ttal is below average for this tirneframe.
2006 28 30 32 32 1.22 The company recently completed a Michael F Napoli March 16, 20072007 .34

(A) Fiscal year moved \0 a calendar year, be- IC) Dividends historically paid mld.Feb., May. $950/sh Company's Financial Strength 8+
ginning in2000. IS) Diluted earnings. Exd, Aug., andNov. Div'd reinvest plan avail Stock'sPrice Stablilty 85
nonrecur items: 02,9¢; '03. (91¢}; '05, $251; 10) Inmill., adj. for splits PriceGrowth Persistence 85
'06, 25¢ Next egs report dueeariv May E)Includes Intangibles. In 2006: $1 1bill . Earnings Predictability 60
e 2007, Valve UM pubtishing. loc.All rtg11ls rcseved Faetu~j malclial is oIJIalncd from sources believed 10 be refiablc anl! Is plolidcd wilhoUl wonontics 01 any ~Ind, _
THE PUBLISHER ISNOT RESPONSIBLE FOR ANY E1lRORS OR OMISSIONS HEREIN. nus pul1~catiOllI,s S1/iClJy 101 SUl1>Cfil1L~'S 0\\'11. ncn-ccmmertiel, inlNnaluse, Nopart • • I '. : I I: I I ' ,
oj n may lie lcproduwd, lcsold, ~OH:d III uansmmed In any jlIl1ltcd. c1eclrooi~ 01 OIlICf JOITl1, 01 u,cdlPlgeneraung PI millkeung any printed III elOOlllllit; pUbicalkn SC/VlW (](ploduet
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PIEDMONT NAT'L GAS NYSE.PNY I~if~~l 25141r~ 180emilio9198) RELATIVE 0 99 01~0
4.0%

.
I RATIO I MedIan: 1H PIE RAllO. YlO

TlMEUNESS 4 Raised 12!Z31llS High: 129 182 181 183 197 190 190 220 243 25B 284 273 Target Price Range
Low: 10,3 11.0 139 143 118 146 137 166 192 213 232 244 2010 2011 2012

SAFETY 2 Ue\'l712719G LEGENDS

3 Rilised3116!07 - ~i~~xd~~~~~~sr ~~IC onTECHNICAL .. , Rel~INe ~itc Strenglh 60DETA ,ao (1.00 =Malkcl) 2'!Of-l spill 1110~ 50
2010-:f2 PROJeCTIONS °rhg'J~~~~1'1I imficalcs reccssirm 40

Ann'l Ictal
30Price Gain Return I' • -- _. -- 15High 40 1+60'4 15% ,.," " ,
10L,w 30 +20% 8% tInsider Decisions I II"'lI' III' , , I ,11lIUlil' ,,' 15

AMJJASOHD "".. .. .,!" e •••••
fii1\ntT

IDBlIY 9991010000 ;ot"
, .,

'" 10'. " . : ....: ... .'Oplions 000000000 . '. .... ...... . ....... ........ 75ID5111 101 2 0 0 0 0 1

II II I I . ····1 %TOT. RETURN 2107
Institutional Decisions i I I I lUIS VtAnnll.

2Qj~ 301M~ .OIOD6 STOCK IUDU
Percent 75

FI+! hr4jjllD1IIIII~
1 y' 56 12OtoBu~ 85 68 79 shares 5

laSell et 69 70 traded 25 3 y' 35' 414 -
IMI ~oo 32936 33570 33589 " 92.'1 88,2

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 e VALUE LINE PUB" INC 0·12
B32 8,91 10,57 1082 876 1159 1284 12,45 1097 1301 17 06 12,57 1814 19,95 2296 25,80 27,10 28.75 Revenues persh A 33,50

78 107 114 113 , 25 1,49 161 172 170 177 181 181 204 231 243 250 260 270 "Cash Flow" persh 3,00
44 70 73 68 73 84 93 98 93 101 101 95 111 127 132 1.27 1.40 1A5 Earnings per sh a 155

.44 .46 .48 ,51 ,54 ,57 ,61 ,84 ,6B .72 .76 ,80 ,81 ,B5 ,91 ,95 .99 1.03 Dlv'ds Oec1'd per sh c. 1.15,-,7 1.41 fl8 ,9> m 164 151 1.48 15B 1,5 119 111 116 185 250 174 265 275 Cap'l Spending persh 290
4.83 5.13 5.45 5.68 6,16 653 6.95 7,45 7,86 8,26 663 6.91 .36 11.15 11.53 11.83 12.00 12.40 Book Value persh D 13.40

49,46 1.59 52.30 53.15 5 ,6 9.10 60.39 61,48 62.59 63,83 64.93 66.18 67.31 76.67 76.10 74.61 73.80 73.00 Common Shs OUlst'g E 71.80
163 12,3 15.4 15.7 13,8 13,9 13.6 163 17.7 143 167 18.4 16.1 16,6 179 19.4 Bold (/0 flI$Dnt Avg Ann'l PIE Rallo 22.0
104 .75 ,91 103 92 ,87 .78 ,85 101 ,93 ,86 101 95 88 ,95 1.02 VDII/~ Woo RelaUve PIE Rallo 1.JO

6.0% 5.3% 4,3% 4.8% 5.4% 4.9% 4,8% 4.0% 4,1% 5.0% 4.5% 4.6% 4.4% 4.1% 3.8% 3.9% csll ~Ics Avg Ann'l Div'd Yield 3.5%

CAPITAL STRUCTURE as of 10/311lJ6 7755 7653 6865 830.4 11079 8320 \220.8 15297 17611 19247 2000 2100 Revenues {$mlll) A 2400
TotalDebt5995.0 mill DueIn5 Yrs$150,0 mill 55.2 60.3 58,2 64,0 65,5 62.2 74.4 95,2 101.3 96.7 105 105 Nel PromISmmi 110
LT Debt5825.0 mill LT Interest$50,0 mill 391% 39.2% 397% 341% 346% 33.1% 348% 351% 337% 350% 35,0% 36.0% Income Tax Rete 36,0%
(LTInterest earned: 4 Ox; total interest coverage:

7.1% 7.9% 8.5% 7.7% 5.9% 7,5% 6.1% 6,2% 5,8% 5.0% 5.2% 5.1% NetPromMargin 5.0%4 Ox)
476% 447% 46,2% 461% 476% 43,9% 422% 43,6% 41,4% 483% 49,0% 50.0% Long·Term D~~ Rallo 49.0%

Penslcn Assets-10lDB $2119 mil! 52.4% 55.3% 53,8% 53.9% 52.4% 56.1% 57.8% 56,4% 58,6% 51.7% 51.0% 50.0% Common Eoui Rallo 51,0%
Obllg,$2363 mill 800.8 8293 9147 978.4 1069.4 10516 10902 \5149 1509.2 1708.0 1755 1810 T,'a' ca;'\~III:,~"'1 1900

PfdStock None 941.7 990.6 1047.0 1072.0 1114.7 1158,5 1812.3 1849.8 1939,1 2075,0 2100 2150 NetPlanl $mlll 2350
89% 9,2% 8,1% 83% 79% 78% 86% 78% 8,2% 71% 7.0% 75% Return onTotal cect 70%

Common Stock74.606.758 she 131% 132% 11.8% 121% \17% 10,6% 118% 111% \15% 110% 115% 115% Return onShr Eqully 115%
as of1/B107 13,1% 13.2% 11.8% 12.1% 11.7% 10.6% 11.8%, 1\.1% t1.5% 11.0% 11.5% 11,5% Return onCom Enulht 11.5%
MARKET CAP: $1.9blllion (Mid Cap) 4,6% 4,7% 3.3% 3.5% 3,0% 1.7% 3,1% 3.1% 36% 2,8% 3.5% 3.5% Relalned toCom Eq 3,0%
CURRENT POSITION 2004 2005 10/31/06 65% 65% 72% 71% 75% 83% 74% 66% 68% 74.6% 72% 70% All Olv'ds toNetProf 74%

(SMILLI
BUSINESS: Piedmont Natural Gas Company is primarily a tequ- 87 years, Non-requlated operations: sale of gas-powered heatingCash Assets 57 71 89

Other 329.5 497.8 467.1 laled natural gas dlsbibulor, seNing over 1.016,000 customers In equipment; natural gas blOkering; propane sales, Has atcut 2,051
CurrentAssets 3352 5049 4'16Ii North Carolina, SoulhCarolina. and Tennessee. 2006revenue mix: employees Officers & direclors own less lhan 1%01 common slock
AcetaPayable 996 1828 803 residential (44%), commercial (26%), industrial (11%), other(19%) (1/07 proxy). Chairman, CEO, & President; Thomas E Skains lnc..
DebtDue 109,5 1935 1700 Principal suppliers: Transco and Tennessee Pipeline Gas costs: NC Addr.: 4720 Piedmont Row Drive. Charlotte. NC 28210 Tale-Other 97.1 152.3 150.1
CurrentUab 306.2 528.6 4lliiA 72.8% of revenues. '06 decree. rate: 3.5%, Estimated plantage: phone: 704-731-4226, Internet: www,piedmontng,com.

Fix. Chg. Cov. 378% 400% 325% We expect Piedmont Natural Gas' which will facilitate obtaining capital for
ANNUAL RATES Past Past Est'd '04·'06 earnings for the first quarter of fiscal future infrastructure expenditures
orchange (per sh) 10Yrs 5Yn;. 10'10·'12 2007 (ends October 31st) to rise by Piedmont's joint venture is perform-
Revenues 75% 110% 5.5% $0.02 a share. Customers continue to be ing welt Piedmont Energy's 30% equity"Cash Flow" 70% 55% 30%
Eamings 55% 50% 30% added in Piedmont's North Carolina. interest in SouthStar Energy services, a
Dividends 55% 50% 40% South Carolina, and Tennessee service Oeorgte-based unregulated retail natural
BookValue 6.5% 6,5% 2.5% areas In addition to South Carolina's In- gas marketer, earned $22 9 million of
Hscal QUARTERLY REVENUES 1$ mlll,1 A Full creased large-volume customers, thc 2006 PNYs $29 9 million overall joint ventureYear Flsci:ll
Ends Jan.31 Apr,3D Jul.31 Oct,31 Year Rate Stabilization Act filing was settled pretax earnings in fiscal 2006 We expect
2004 6188 4824 2147 2138 15297 Both of chese factors should increase mar- similar results to continue due to growth
2005 6806 5080 2329 3396 17611 gins We expect earnings for the full fiscal in joint markets.
2006 9214 4832 2379 2822 19247 year to rise 10%, to $1 40 a share. That's In the three-state service area of the
2001 900 550 250 300 2000 the midpoint of Piedmont's target of $1.35- Carolinas and Tennessee, the overedl
2008 925 575 275 325 2100 $145 customer growth r-ate was 3.. 5% in
Fiscal EARNINGS PER SHARE'" B F Full The Public Service Commission of 2006., The gas distribution system serves aveer Jan.31 Apr,3D Jul.31 0,1.31 Fiscal

South Carolina approved a gas cost million customers company-wide with anEnds Year
2004 103 54 d 11 d 21 127 hedging plan for the purpose of cost increase last year of a near record 34,400
2005 93 52 d 06 d 07 132 stabilization., The plan targets 30% to The growth rate is among the highest in
2006 94 57 d 16 d 08 I 27 60% of annual normalized sales volumes the nation for natural gas distribution
2007 96 58 d,09 d,05 140 AJ:.: benefits recognized are deemed to be companies A record was set in 2006 for
2008 .95 .60 d,06 d,04 1.45 re uctions in gas cost and are refunded to residential construction customer growth
Cal- QUARTERLY ONIOENOS PAlO c. Full South Carolina customers in rates. Untimely Piedmont stock offers an at-

endar Mar.31 Jun.3D S~n_30 Dec.31 Year The capitalization ratios of 48% long- tractive yield. Investors should note that
2003 20 208 208 208 82 term debt and 52% common equity the company offers a 5% discount on dtvt-
2004 208 215 215 215 85 were both in the tar get ranges. dend reinvestment. Good dividend growth
2005 215 23 23 23 91 Maintaining sufficient cash flows and over the next 3 to 5 - years should produce
2006 23 24 24 24 95 achieving this capital structure will allow worthwhile total return over that time
2001 PNY to have an attractive credit rating, Enzo DrCostenzo March 16, 2007

!AlFiscal yearends October 31st (C)Dividends historically paidmid-January. $4.0million. 5¢/share. , Company'sFlnanclal Strength B++
B Diluted eamings. Excl. eXlraordinal)' item: April, July. October. lEIInmillions, adjusted forstoo; ~lits Stock's PriceStabilIty 100

'00, 8¢. Excl nonrecurring charge: '97. 2¢ • Div'd reinvest. planavailable; 5%discount F)Quarters maynat add to 101al ue to Price Growth Perslstence 75
Next earnings report due earlyMay (0) Includes deferred charges At 10/31/05: changeinshares outstanding EarnIngsPredictablllty 80
e 2007. Value tinePUbtiShin~, !nc.All d~lls rcselved. FD~llJ,11 malClialls oblaincd nem sources believed to be feliable andis provided wilholll warranlic5 01 any kind.
THE PUBLISHER IS NOT RE PONSllllE OR ANY ERRORS OR OMISSIONS HEREIN. TIlls rr:bflCation Issllklly 101 subsCliber s own llol1·comrncl[ial.lnlefllalusc. No part I I I'. : II: II ' ,
01 it rna be m oduted !Clold, IIOHXlor ltan>l!lrtletllO any prin!ed. electrnnk or mllel !OIm. DI use lor gt'JlClaung or mJllwUlIg any (lIllilcd or clectronk pubticallon. servttC or prOdUd
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IRECENT 83 70~rp~ 15 8(Toiling: 171) RELATIVE 087 D1V'OIPRICE .' IRATIO • Median: 15.0 P~ RATIO. YLOQUESTAR CORP. NYSE·STR
199
148

319
136

338
18.6

295
180

355
'60

521
338

896
467

910
674

863
750

1.1%

12, 
4

'"
. /

.v., ......
.' "....: .....

ans 7W an 829 7~

1n 191 218 223 2U
82 90 105 108 98

.51 .52 .55 .57 .58
169 213 200 342 1.41
6.39 6.96 7.49 8.08 8.76

78.55 79.59 BO.~ 80.86 61.40
12.2 12.9 16.0 143 153

78 .78 .95 .94 1.02
5.1% 4.5% 3,3% 3.7% 3.9%

1996
997
253
120
.60

350
9,41

82,05
14.4
.90

3,5%

1135 \097 1135 15.67 1766 1463 1750 22.45 3194 33,01 35.25 .uSO Bevenuee pereh 30.70
264 273 294 356 3.89 412 456 5,26 687 871 9.10 9.20 "CashFlow"pcrsh 9,25
127 118 115 174 194 174 213 267 386 493 5.20 5.15 Earnlngspersh A 4.70
.62 .65 .67 .69 .71 .73 .78 .85 .89 .93 .94 .94 Olv'dsOecl'dpersh 13. 1.00

2.43 518 272 401 1068 408 3.83 5.2\ 839 1066 1100 11 20 Cap ISpending persf nSlJ
10,30 10.63 11.37 12.26 13.26 13.88 15.08 17.00 18,16 25.68 26.15 27.6lJ Book Value persh 36.35
82.14 82.63 81.42 80.82 81.52 82.05 83.631l4.70 85.32 85.90 86,50 87.00 Common ShsOUlsl'g C 88,00

15,6 16,8 15.7 12.2 13.3 14.4 148 152 17.3 16.1 Boldflo rcU/ll AvgAnn'IPIERaUo 16.0
,90 ,87 .89 .79 .68 .79 .84 80 92 ,86 Value Linn Relallve PIE Rallo 1,05

3.1% 3,3% 3.7% 3.2ro 2.7% 2,9% 2.5% 2,1% 1.3% 1.2% e$1I are$ AvgAnn'IOiv'dYield 1.3%

CAPITAL STRUCTURE as of12131106

TotalDebt51072.4 mlll DueIn 5 Yrs$575,3 mill
LT Debt 51022 ,4 mill. LT lntercst$800 mill
ILT Interest earned: 11 Ox; Total interest coverage:
105x) (32% ofCap'l)

PenslcnAssets-12106 $314 4 111111
Obllg $421 5mill

PfdStockNone
Common Stock85,946.432 shares
as of1131107

MARKET CAP: $7,2billion (Large Cap)
CURRENT POSITION 2004 2005 12131106

Cash Assets 37 13.4 246
Olher 483,3 742.4 728,8
Current Assets 4870 7558 ""15"3"4

933,3 9063 9242 1266,2 1439.4 12007 14632 1901.4 27249 28356 3fJ5fJ 2950 Revenues (Smlllj 2700
104,8 97.2 95.0 14Q.4 158.2 143,9 179.2 229.3 336,1 43L9 46fJ 460 NetProfitlSmlU 425

30,3% 305% 30,8% 349% I 35,8"10 341% 36.4% 361% 365% 36,5% 36% 36% Income Tax Rate 36%
11.2% 10.7% 10,3% 11.1% I 11.0% 12.0% 12.2% 12.1% 12,3% 15,2% 15,0% 15.5% NetProfilMarglll 15.5%
391% 412% 443% 419% 148,0% 501% 43,0% 393% 388% 317% 32.7% 32.4% Long-TermOeblRallo 28.9%
60.9% 58,8% 55.7% 58.1% 52.0% 49.9% 57,0% 60.7% 61.2% 68,3% 67,3% 67.6% CommonEouitvRatio 71.1%
13878 14937 16609 17056 20782 22839 22115 23728 25330 32279 3360 35SfJ TolaICapital(Smn~ 4500
1531.2 1747.6 1786,9 1954.0 2565.1 2617.8 276B,5 2984.7 3427.5 4090.3 4250 4500 Net Plan'll$mim 50fJO

90% 79% 70% 97% 87% 7,8% 96% 111% 145% 14.5% 14.5% 14,0% Return onTotal Cap'l ffJ,5%
12,4% 111% 103% 14.2% 146% 126% 14.2% 15,9% 217% 195% 20.5% 19,0% Return onShr, Equity 135%
12.4% 11,1% 10.3% 14.2% 14,6% 12,6% 14.2% 15.9% 2t7% 19.5% 2D.5% 19,0% ReturnonComEquliv 13,5%
6,3% 4.9% 0% 8,6% 93% 7.4% 9.1% 11.0% 16,8% 15.9% 17.0% 16,0% RelalnedtoComEq 10.5%

Aceta Payable
DebtDue
Other
Current Llab
Fix. Chg.Cov,
ANNUAL RATES
of change (per sll)
Revenues
"Cash FloW"
Earnings
Dividends
Book Value

3483 4444 436 2
680 945 500

114.3 334,7 _~19~'i'!.7d_~=:':'::'~~~~~::::'::='!:::'::'::;=~'=;"::::~=~~=:::::::":':'::::::::~~::::~~=:':::=~=:::':::~--J
530.6 873.6 678,9
610% 605% 1030%

Past Past Est'd'04·'06
10Yrs, SYrs, 10'10-'12
115% 135% 10%
95% 125% 50%

110% 165% 35%
40% 45% 20%
7.5% 8.0% 10,0%

March 16, 2007
(A) Based onaverage shares outstanding Excludes galnsllosses Irom sale01 invest- September. andDecember. Company's FlnanclalStrenglh 8++
through 'ss.uien diluted Excludes netnon- meres '99 45¢, '00 20t, '03 d7¢ Next earn- • DIVidend reinvestment plan available Stock'sPrIce Stablllly 75
recumng Items 92 23¢, '95 10¢, '97.2¢.'98 ings report due lateApnl (e) inmillions, adjusted for split PrIceGrowth Persistence 95
25¢, '99 d40¢, 02 14¢, 05 d12¢, '06 14¢ (S) DIVidends hlstoncally paid inMarch. June. Earnings Predictability 75
02007, Value une Pubijst~nq, Inc. All rights resewed. factualm~terlQI Is oblairml from sources beJi~ved \0 be re~allle andis ptovidl'll Il'i1hotn wallimUcs of iIIlY kind.__
THE PUllUSltEfl ISNOT RESPONSlllLE fOR ANY ERRORS OR OMISSIONS HEREIN. TIlls pubtication 1,5 SUir;lly lor substl1befs own, ncn-cnmrnerclal, inl~lIml usc. NoPQIl t I I', : I I: I I I ,

~! n mQY be 1Cp'~du,ed, resold, stored orU<m5ffillll'1l In any plinl~d. cll'tUOl1i, orother 101m orused [Of g~nerQ\ll1g ormar~~Ung ~I\y ptinled or cl~ctlonic pubicallon sevceorplo~ltct
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SOUTH JERSEY INOS. NYSE-SJI
WECENT 33 741r~ 127(Tniling 17 2) RELATIVE 070 D1V'D 2.9% •

PRICE I RATIO I Median: 14.0 pnATID. YLD

TIMEUNESS 3 R<liscd319107 High: 123 153 15.4 154 151 170 183 203 265 324 343 353 Target Price Range
Low: 10.1 10.5 110 108 123 138 141 153 197 249 256 318 2010 2011 2012

SAFETY 2 lllwer~1I4ml LEGENDS

3 lowered 1/26107
- 105 x Oividl~ld5 f sh 00TECHNICAL divided ~IIl1ClCS R"lc

.'-.. , RelatNe icc SUCllg\h 60BETA .70 (1.00-Malkc1) z./(»-1 s~1il 1/05 . ~ ... ..... 50
2010·12 PROJECTIONS °r,~J~~~ca indicates rcw5sjDl/ 40

Ann'l Total ". 30Price Gain Return ,'" I 'u. 25High 55 1+65'4 15% ".low 40 +20% 7% -- ~ .... -- 20
Insider Decisions " " 15'I

A M J J A SON 0 .. ..,
IIIloBuy 000000010'"'' " .' 10

000000000'"'1' ........ r-. ., ........ ........ .... '.........OpU~!U ....... ............. .., .. .'
~75loStl1 o 0 0 0 0 0 0 0 0

2"L7

%TOT RETURN 2107
Institutional Decisions TIllS VlARlTll.

IQ1D\l5 3Ql~06 ~Ol~O6 STOCK mOE~
Percent 6 1yr 249 12,0

~~~
64 50 58 shares 4 . :;;1 _ -- Jyr B1J 41.446 47 44 traded 2 -

HIJ:r~OO 15700 15711 15568 5 yr. 174.1 81l.2

1991 1992 1993 1994 1995 1996 1997 1996 1999 2000 2001 2002 2006 e VALUE LINE PUB. INC 0-12
15,10 16,67 1703 1745 1650 1552 1616 2089 1760 2243 3530 2069 2634 2951 3178 30,85 3275 34,35 Revenues per eh 38,70
137 156 154 135 165 154 160 144 164 195 190 212 124 244 251 339 3.65 3.85 "Cash Flow" pereh 4.30

64 61 76 61 63 65 66 64 101 106 115 122 137 156 171 2.46 270 290 Earnings persh A 330
.71 .71 .72 .72 .72 .72 .72 .72 .72 .73 .74 .75 .76 .62 .66 .92 .96 1.05 Div'ds Dec!'d perah e. 1.20

217 1.69 167 193 206 201 230 306 119 2.21 262 3.41 236 267 321 252 270 3.00 Cap'l Spending persh 3,40
6.77 6,95 7J7 7.23 7.34 6.03 6.43 623 6.74 7.25 7.61 9.67 11.26 12.41 13.50 15.12 16.05 16.65 Book Value persh C 18.55

18.48 19.00 19.61 21043 21.44 1.51 21.54 21.56 22,30 23,00 23.72 24.41 26.46 27.76 28,9B 29.30 29.60 30.00 Common sheQulst'g 0 31.00
14.5 13.2 15,8 16,1 122 133 138 212 13.3 13,0 13.6 13.5 13.3 14.1 16,6 149 Bcldf/o rtlSQfll Avg Ann'l PIE Rallo 14.0
.93 .60 .93 106 .62 63 .60 1.10 .76 .65 .70 74 .76 .74 .66 .81 VQluc UtlQ Relallve PIE Rallo .95

7.6% 6.6% 5.9% 7.4% 7.2% 6.4% 6.1% 5,3% 5.4% 5.2% 4.7% 4.6% 4.3% 3.7% 3,0% 3.2% 0511 QrOS Avg Ann'l Oiv'd Yleld 3.3%
CAPITAL STRUCTURE as of12131/06 3486 4502 3925 5159 8373 5051 6968 6191 9210 9039 970 1030 Revenues (Smlll) 1200
Total Debt $555.0 mill Due In5Yrs$232.5 mill 18.4 13.8 22.0 24.7 26.6 29.4 34.6 43.0 48,6 72.1 80.0 85.0 Net Profit ISmllli 100
LT Debt $358,0 mill LT Interest $21 0 mill 36,8% 462% 426% 43,1% 42,2% 41.4% 40,6% 409% 415% 407% 40.5% 40.5% Income Tax Rale 40.5%(Total interest coverage: S.4x)

5.3% 3.1% 5.6% 4,8% 3.2% 5.8% 5,0% 5.2% 5,3% 8.0% 8.2% 8.3% Net Profit Margin 8.3%
546% 573% 538% 54,1% 570% 536% 50,8% 467% 449% 447% 44.4% 44.4% tcru-Ierm Debt Rallo 42.5%

Pension Assots-12106 $1171 mil! 35.8% 33.5% 37.0% 37.6% 35.9% 46.1% 49,0% 51.0% 55.1% 55.3% 55.6% 55.6% Common Eauilv Ratio 57.5%
Ohllg $1326mill 3871 4011 405,9 443.5 5162 5125 6064 6750 710,3 8011 855 900 Tol,1 ca,::~1 \:,~III} 1000

PfdStocknone 456.5 504.3 533.3 562.2 607.0 666,6 748.3 799.9 877.3 920,0 975 1025 Net Plant $mlll 1200
Common Stock29,340_537 common shs 67% 53% 74% 7.4% 69% 76% 73% 79% 8.3% fO,2% 10.5% 10.5% Return onTotal Cap'l 11-5%
as af 2/23107 105% 81% 117% 12,1% 121% 124% 115% 124% 12.4% 163% 170% 170% Return onshr.Eqully 17,5%

13.3% 10.3% 14.6% 14.8% 12.8% 12.5% 11.6% 12.5% 12.4% 16.3% 17.0% 17.0% Return onCom Eeultv 17.5%
MARKET CAP: $1.0 billion (Mid Cap) 2,1% NMF 4,2% 4.8% 3,5% 47% 5.0% 5.9% 6.2% 10.2% 10.5% 11.0% Retained toCom Eq 11.0%
CURRENT POSITION 2004 2005 12131106 84% 112% 72% 67% 76% 62% 57% 52% 50% 37% 36% 37% All Div'dsto Net Prof 37%ISMIlL}

79 BUSINESS: Sculh Jersey Industries. Inc, is a holding company lls souut Jersey Energy, South Jersey Resources Group. Marina En-CashAssets 106 49
Olher 273.3 352.6 363.8 SUbsidiary, South Jersey Gas Co, distributes natural gas to ergy, andSouth Jersey Energy Service Plus Has 611 employees
current Assets 2839 3575 3'R7 330,049 customers in New Jersey's southern ccuneee, which OflJdir. crnrt 15% of com shares: Dimensional Fund Advisors.
Aceta Payable 1188 1790 1016 covers 2,500 square miles andincludes Atlantic CUy Gas revenue 79%; serceya, 53% (3/06 proxy) Chrmn & CEO: Edward Gra-Debt Due 976 1497 1970 mix '06: residential, 43%; commercial, 24%; cogeneration andelec- ham. Incorp.: NJ Address: 1 Soulh Jersey Plaza, Folsom, NJOther 68.9 74.4 124.2
currentUab 285.3 403.1 ~ tnc generalion 3%; Industrial, 30%. Non-ulility operations include: 08037. Tel.: 609·561-9000. Internet www.sjinduslries.com.
Fix. Chg.Cov. 426% 486% 527% South Jersey Industries has restated initiative allows South Jersey Gas to pro-
ANNUAL RATES Past Past Est'd'04-'06 its earnings. In February, the company mote energy conservation, while Insulating
of change (per sh) tOYrs 5Yrs. tD'10-'12 determined that its documentation of cer- the company from the negative impact ofRevenues 55% 75% 40% taln hedge transactions did not contain the reduced customer' usage (as a result of"CashFlow" 45% 65% 7,5%
EarnIngs 80% 115% 9,5% specificity required by FASB 133 Ther-e- warmer' weather'. higher prices. or more ef-
Dividends 15% 25% 55% fore. the hedges did not qualify for hedJe ficient heating equipment).Book Value 5.5% 13.0% 5.0% accounting treatment, As a result, S. I Several projects at Marina Energy
Cal- QUARTERLY REVENUES $milL} Full restated its financial statements for 2004. may benefit SJI in the coming years,

endar Mar.31 Jun.30 Sep.3D Dec,31 Year 2005. and the first three quarters of 2006 Marina develops, owns. and operates on-
2004 3076 1365 1295 245.5 8191 We have adjusted our 2006 figures accord. site energy plants, which provide income
2005 3266 1540 1570 261.4 9210 ingly In keeping with Value Line ccnven- streams as part of long-term contracts It
2006 3650 1555 1331 2503 903.9 tion, we have not restated figures frurn brought three projects on line during the
2007 375 170 155 270 970 previous years second half of 2006, In addition, Marina
2006 390 190 170 280 1030 The company's earnings pel' share ad- has three projects scheduled to commence
Cal- EARNINGS PER SHARE A Full vanced significantly in 2006. The Con- operations by early 2008

endar Mar.31 Jun.3D SeD.3D Dec.31 Year servatlon Incentive Progr am (discussed be- The board of directors has increased
2004 91 15 02 50 156 low) boosted net income by $4.6 million the dividcnd by 9%, The board raised
2005 96 27 09 39 171 The Wholesale Commodity Marketing the quarterly payout From $0225 a share
2006 106 20 51 69 246 business reported impressIve bottom-line to $0245 SJI has increased its dividend
2007 112 30 55 .73 270 growth, as volatility in natural gas prices at a solid clip in recent years and will2006 1.15 .35 .60 .80 2.90 and increased stor age capacity created probably continue to do so
Cal- QUARTERLY D1VIOENOS PAIO'- Full lucrative opportunities. Pension and other This stock is r-arrked to pace the

endar Mar.31 Jun,3D Sen.3D Dec.31 Year postretirement benefit costs declined broader market for the year ahead" At
2003 " 193 193 395 78 Stron~ performance will probably conttn- the current quotation, the yield is low (by
2004 -- 202 202 .415 62 ue, a though mar-k-to-market accounting utility standards), although the issue does
2005 " 213 213 438 86 will make earnings more volatile have worthwhile total-return potential for
2006 " 225 225 470 92 The company has implemented its the pull to late decade
2007 Conservation Incentive Program, This Michael F Napoli March J6, 2007

(AI Based onavg. shs.Exc!. nonrecur; gain: '03, ($009); '05,!SO.02}; '06. ($0.02) Excl late Dec • Div. reinvest. plan avail. (,2% disc ) Comkan~'s Financial Strength B++
'0 ,$0.13.Excl gain IIOSSOS) from disconl ~ains duetoacct g ~ha&B: '93, SO.04: '01, (C) Incl. requlalury assets($197 0 mill): at Stoc 'e rlco5tablllty 100
o~s.: '96, S114; '97, SO 24); '98, (SO 26): '99, 0.14. Next egs. report ueearly May. 12131106, $6,72 pershr PriceGrowth Persistence 95
( 002):'00. ($0,04); '01. ($002j: '02, ($004); (S)Dividends paid early Apr. Jul,O~L and (0) Inmillions. adjusted for split EarnIngs PredlctabUlty 90
c 2007, Valu~ line PlIbU~tin~. !nc. AlIli~l15 reserved. Faclual malerlal lsob1alncd hom sources believed 10 be lCij~ble and is prevkled wilhoul waucmes III al~ kind.
THE PUULlSflElllS NOT RE PONSlBlE OR ANY ERRORS OR OMISSIONS ItErlEIN, INsnbUcatiOllI,s sllklly rcr subscnber's own, non·commelcial, Inlemaluse. 0 par! I I I'. : I I. I I ' ,
01nrna be re oduced. le,ol~. ~IOfed or uan;mi\lOd 10JI pnnled el~clrrl!lic or oUlC/ 10/llI, Ofuse lor gCtlClJ\lI1g or mJlI:~lII1g an1 primed or eleetlomc (l\l~~CiljjOO. servce or plOlIuct
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WGL HOLDINGS NYSE·WGl
IRECENT 30 811p~ 15 7(Trnilin

g:160) RELATIVE 087 DW'OIPRICE ,. IRATIO , Medl,,: 160 P~ RATIO. YlD 4.4%

,,',

· ....·....-l.

"11

',," ...................

'II ".1' II", ,.1,

. " ......

320 362 342 2,5i 268 3.34 260 233 232 3,2 245 245 Cap'ISpendlngpersh 255
13.48 13,86 14.72 15.31 16.24 15.78 16.25 16,95 17.80 18.28 18.90 19,60 Book Value pereh 0 22.0

5yr. 48A 88,2

1997 1996 1999 2000 2001 2002 2003 2004 2005 2007 2006 0VAlUEUNEPUB"INC 0·12
24,16 2374 2092 2219 29,80 32,63 42.45 4293 4494 53,96 54,90 56.70 Revenuee persh A 6250

3,02 279 274 320 324 263 400 3,87 397 3,93 4.00 4,15 "CashFlow"persh 4.40
185 154 147 179 188 114 230 198 211 194 196 2,05 Eamlngs persh B 2.20
1.17 1.20 1.22 1.24 1.26 1,27 1.28 1.30 1.32 1.34 1.38 1.42 Olv'ds Decl'd pereh c. 1.45

" .

9
6
J -

43.70

285
12.79

1996
2219
293
185
1.14

Percent
shares
traded

2'ii'S" 21 2.43 284 263
9.63 10.56 11.lM 11.51 11.95

39.89 40.62 41.50 42.19 42.93

l1MEUNESS 4 Raised 814105

SAFETY 1 Rased 412193

TECHNICAL 3 lowa~ W01
BETA .05 (tOO~ MalkCl)

2010·12 PROJE

High: 25.0 314
low: 19.1 20,9
LEGENDS

- 1.30 xOividCllds rsh

. . W~~f~cb~l~e~Jcr;~c
HOI,l Sp~l 5I\l5

0f,~~~~~il indicales It'U!5sion
A I

Price Gain Return
High 40 (+30%l 10% • "
low 30 (~5% 4% I I

Insider Decisions II

AMJJASOND

~p~~, ggg ~ gg7 ri 71- - +- --l- - +-- -I-- - 1-- +- --f-- +- --4""''''''*''''''",*-::-c=J-- +- -If-- +- --+- - +- 1O

IDSII! 0 0 0 1 7 0 1 6 1 75
Institutional Decisions

2Q2~~ JQ2~D6 (Q2006

::~~ ~~ ~~ gJ
IIld', ~ 29760 30043 30408
1991 1992 1993 1994 1995

17.50 1B.37 2155 2169 1930
2,04 217 225 2.43 251
114 l~ 131 142 lA5
1.05 1.07 1.09 1.11 1.12

128 136 15,6 140 12.7
.82 .82 .92 .92 .85

7.2% 6.2% 5.3% 5.6% 6.1%

11.5
72

5.4%

12.7 17,2 173 14.6 14.7 231 11,1 14.2 14.7 15,5 Bold III} mum AvgAnn'IP/ERatlo 15,0
.73 ,89 ,99 95 .75 1,26 63 .75 .78 .81 Valu~ Lln~ Relatlve PIE Rallo 1.0

5.0% 4.5% 4.8% 4.8% 4.6% 4.8% 5.0% 4.6% 4.2% 4.5% ~sll at~$ IAvll Ann'l Oiv'd Yield 4.3%

Common Stock49.141.163 shs

CAPITAl. STRUCTURE as 0112131/06
Total Debt $882,8 mill Due In5 Yrs$290.0 mill
LT Debt$6051 mUl LT Interest$40.6 mill
(lTlnterest earned: 4 ex totallnterest coverage:
42x)
PensionAssets-9106 $699 9 mill.

Obllg. $697,4 mill
Preferred Stock$282mlll PfdDlv'd 513 mill

10558 1040,6 9721 10311 14455 15848 2054.2 2089.6 2186,3 25379 2685 2775 Revenues.t.$~~~~l A 3U5U
82.0 68.6 68.8 84.6 89.9 55.7 112.3 98.0 104.8 95.1 98 102 Net ProfitlSmUll 110

369% 35,6% 36,0% 36,1% 396% 34.0% 380% 38,2% 374% 390% 38.0% 38.0% lnccme IaxRate 38.0%
7.8% 6.6% 7.1% 8.2% 6.2% 3,5% 5.4% 4.7% 4,8% 3.6% 3.6% 3.7% Net Profit Margin 3.6%

411% 40.3% 415% 43.1% 417% 45.7% 438% 40,9% 395% 385% 39,0% 38.8% Long.TennOeblRatlo 36.0%
56.2% 57.1% 56.1% 54.8% 56.3% 52.4% 54.3% 57.2% 58,6% 61.5% 61.0% 61.5% CommonEnuit Ratio 64.0%
1049,0 10648 1218.5 1299.2 \400,8 14625 14549 14436 14781 1497.8 1550 1515 TotalCapital($mUq 172U
1217.1 1319.5 140Z} 1460.3 \519.7 1506.8 1874.9 1915.6 1969.7 2068 2170 228U Net Plant I$mlll\ 2640

93% 8.0% 71% 79% 79% 5,3% 91% 82% 85% 77% 75% 75% Return onTotal Cap'l 7.5%
13.3% 10,8% 97% 11.4% 110% 7.0% 137% 115% 117% 103% 10,{]% 10.5% Retumon5hrEqul~y 10.0%
13.7% 11.1% 9.9% 11.7% 11.2% 7.2% 14.0% 11.7% 12.0% 10.2% 10.5% 1U.7% ReturnonComEDultv 10.5%

MARKET CAP: S1.5bl1llon (Mid Cap) 5.1% 2.5% 1.8% 3.7% 18% NMF 6.2% 4.1% 4.6% 11% 3.2% 3.5% RetalnedtoComEq 4.U%
CURRENTPOSlT10N 2005 2006 12131106 63% 78% 82% 69% 67% 112% 56% 65% 62% 70% 68% 67% AItDiv'dstoNetProf 65%

IIMllL}
Cash ASSets 4 B 4,4 122 BUSiNESS: WGl Holdings. Inc. is fbe parent of Washington Gas vdes energy related products in lhe DC melro area; Wash Gas
Other 476,2 556.9 798.B Ught, a natural gas dislribulor in Washington, DC and adjacent Energy Sys deslgnslinslalls commt healing. venUlaUng, and air
CurrentAssets 4810 561 3 'lilTO areas of VA and MD 10 reelcentt and ccmmt users (1,031.916 condo systems American Century tnv own 96% ofcommon stcck;

g?~~:6ua:able ~~t~ ~~l! ~t!j ~n~:~;ou~~m~~~~:lO~;~ ala~~I~ralil~ r~lat~~n~r~~~I~~~at:~b:~ ~;~idi:n~~S~,~.a~n~~~/~d~:.~7~o~~~~, t.W~~~hi~e;n~rbe~-
Current Lleb 411.4 560.8 805.2 Wash. Gas Energy Svcs. sells and delivers nalural gas and pier 20080. Tel.: 202·624·6410. lnlernel: www.wglholdings.com.

Fix. Chg.Cov. 460% 450% 450% WGL Holdings, Inc..'s consolidated ep- distribution system The project is expect-
ANNUAL RATES Past Past Est'd '04·'06 erating revenues were down Z% to ed to be completed by December, 2007 at
01 change (persh) IOYrs 5Yrs. to'10-'12 $733 million for the first three months an estimated cost of $144 million. This
Revenues 75% 145% 40% I t1 12007 11 b did f d"Cash Flow" 50% 65% 20% 0 rsca "1e Iggest ec ines were project is necessary to provl e sa e an
Earnings 45% 6,0% 10% in the regulated utility segment, where reliable utility service It Is anticipated
Dividends 15% 15% 15% gas delivery revenues were down 30% due that these costs will be recognized in the
Book Value 4.0% 3,0% 3.0% h k fto warm weat er and customer conscrva- rate-ma ing process Washln~ton Gas' 1-
Fiscal QUARTERLY REVENUES ($ mill,J A Full tion In addition the nonutility operation nancial condition, results of operations.
l~3~ Dec.31 Mar.31 Jun,30 Sep.30 F1~~~1 HVAC segment was down 60% owning to and cash flows will, of course. be affected
2004 585,3 8622 3569 2852 2089.6 the completion of large projects for its cus- by the Public Service Commission of
2005 623.4 9298 3490 2841 21863 turners at the end of fiscal 2006 that have Maryland's rate-maktng judgrnent
2006 9029 10645 3469 3236 26379 not yet been replaced In the segment's rev- WGL Holdings expects to benefit fr-om
2007 7329 1095 440 417,1 2685 enue stream. The regulated utility seg- robust economic growth in its service
2008 970 1040 390 375 2775 ment is WGL's core business; it represents area.. The DC market is one of the most
Fiscal EARNINGS PER SHAREAa Full 91% of the holding company's total assets prosperous in the United States New cus-
Jg3~ Dec.31 Mar.31 Jun.30 Sep.30 F1~i~1 Even so. corporate Income increased 2~o to tomers have been added at an average of
2004 81 162 d08 d37 198 $451 million thanks to a 20% decrease in 20,000 per year for the last few years And
2005 88 163 d 17 d23 211 operating expenses attention will be focused on residential
2006 93 117 d01 d 15 194 Washington Gas is continuing to ad- customer conversions to natural gas from
2007 92 1,20 d,01 d 15 1.96 dr-ess the natural gas leaks in its dis- other forms of energy.
2008 .95 1.26 d.01 d.15 2.05 tribution system in Maryland" Gas These shares are trading within our
eel- aUARTERLYOIVIOENDSPAlOc. Full used in the system from a liquefied natu- Target Price Range. and we see negli-

endar Mar,31 Jun.30 Sen.30 Dec.31 Year ral gas terminal has a lower concentration gible price appreciation for the 3- to
2003 32 325 325 325 130 of heavy hydrucar bons. that. when tnu-o- S-years ahead. The stock stands out for
2004 325 333 333 333 132 duced into the overall distribution system, its yield. however. which Is one of the
2005 33 33 333 333 133 can cause the seals in the pipe couplings to highest among the gas distribution compa-
2006 333 333 338 338 134 leak These gas service lines and couplings nies Moreover, finances are strong
2007 34 are being replaced and rehabilitated in the Enzo DiCostanzo March 16. 2007

IAIFiscal yearsendSept 30th report due lateApnl (Cl DIVidends historically '05 $1500mlllhm $30Blsh Company's Financial Strength A
B Based on diluted shares Excludes non paidearly February, May, August andNovem- (Elln millions adjusted for slock spill Stock's PriceStablllty 100

recumng losses '01. (13¢), '02 134¢l. ctscon- ber e DIVidend renvesunent plan available PriceGrowth Persistence 70
tinued operauone 06 (15¢) Next eammqs (0) Includes deferred charges andIntangibles _EarningSPrcdlclabl1lty 60
e (007. Value Line Pubfislung. Inc All nQh15 lCserved Faclu~l malCflnl ISoblamed 110m soaccsbehcvcd III be tcllablc andISprllVld~d witholll wauenues 01 any~Irnl

THE PUBLISHER ISNOT RESroNslBlEl'OR ANY ERRORS OROMISSIONS HEREIN Ihls pub~catiollis strltlly101 sUbsCliber Sown noncommC!CIill II1lemill use Nopari I I , " : I I: I I ' ,
01 ~ rna be Icproduced resold s10red or1rallsnlitled In al1}' prmtc~ elCClIOl1lc orother loull 01 used 101 onerntm orrnalkclln~ any prm\l'Il orCICCllOOIC publication semce or product
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 78 of80

Witness: Dr. James H. Vander Weide

78. Refer to Direct Testimony of James Vander Weide, Exhibit_JVW-I, Schedule 7-1.

a. Provide all documents that Dr. Vander Weide used or relied upon to calculate an
average electric company Beta of 0.86.

b. For each company that Dr. Vander Weide used or relied upon to calculate an
average electric company Beta of 0.86, state the name of the company and its
individual Betas.

c. Explain the appropriateness and reasonableness of using electric companies in this
analysis.

d. Provide the pages from Stocks Bonds Bills and Inflation 2007 Valuation
Yearbook that Dr. Vander Weide used to obtain the risk premium obtained.

Response:

a. The data underlying the average water company beta of 0 86 are shown on
Exhibit JVW_I, Schedule 7-2. There is a typographical error in Exhibit_JVW-I,
Schedule 7-1: the word "electric" should read "water." Dr. Vander Weide's
testimony at page 40 describes his CAPM estimate of the cost of equity using his
comparable water and gas companies.

b. See response to (a.),

c. See response to (a.).

d. The requested data are supplied.

For electronic version, refer to KAW_R]SCDR2#78_061807.pdf
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KENTUCKY-AMERICAN WATER COMPANY 

CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  

OF INFORMATION REQUESTS 

Item 79 of 80 

______________________________________________________________________________ 

 

Witness:  Dr. James H. Vander Weide 

 

79. Refer to Direct Testimony of James Vander Weide, Exhibit_JVW-1, Schedule 7-2.  State 

whether the Average Beta on line 8 of the top Table should read 0.807 rather than 0.86.  

If not, explain how the Average Beta was obtained. 

 

Response: 

 

No, 0.86 is the correct average beta.  0.86 is a market-weighted average beta, calculated 

using the companies’ betas and market weights shown on Schedule 7-2. 

 

For electronic version, refer to KAW_R_PSCDR2#79_061807.pdf 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2007-00143 

COMMISSION STAFF'S SECOND SET  
OF INFORMATION REQUESTS 

Item 80 of 80 
______________________________________________________________________________ 
 
Witness:  Linda C. Bridwell 

 
80. Refer to Direct Testimony of Linda C. Bridwell, page 15.  State whether the proposed 3.0 

million gallon water storage tank, when constructed, will eliminate the need for the 
deviation that Kentucky-American has requested in Case No. 2005-00546. 

 
Response: 
 
 No. 
 
 For electronic version, refer to KAW_R_PSCDR2#80_061807.pdf 
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