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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

1tem 56 of 80

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_PSCDR2#56 061807.pdf

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

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Ttem 57 of 80

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. Stock E.
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 PSCDR2#57 061807.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



KAW_R_PSCDR2#59 061807
Page 1 of 1

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#la 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



KAW_R_PSCDR2#60_061807
Page 1 of 1

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



KAW_R_PSCDR2#61_061807
Page 1 of 2

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



Kentucky American Water Company

‘ KAW_R_PSCDR2#61 061807
PSC DR 2 Question 61

Page 2 of 2
Updated Forecast
State Lederal
Operating Revenues 64,008,761 64,008,761
Operating Expenses
Operation & Maintenance Expenses 27,623,328 27,623,328
Depreciation & Amortization 8,488,624 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 6,084,847 5,084,847
Taxable income 17,684,702 16,833,020
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) SL7B 745 DB6 0BT -
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 4486
3,947,155 3,047,156
State income tax 236,829 1,381,504
Deferred State income tax $154, 024 $844,573
$82,805 $536,931

862,034

. $257,267




KAW_R_PSCDR2#62_061807

Page 1 of 1
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



KAW_R_PSCDR2#64_ 061807
Page 1 of 1

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



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 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#66_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



KAW_R_PSCDR2#68 061807
Page 1 of 1

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



KAW_R_PSCDR2#69 061807
Page 1 of 1

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



KAW_R_PSCDR2#70_061807
Page 1 of 1

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



KAW_R_PSCDR2#71_061807
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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



KAW_R_PSCDR2#72_061807
Page 1 of 1

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



KAW_R_PSCDR2#73_061807
Page 1 of 1

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



KAW_R_PSCDR2#74 061807
Page 1 of 2

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,

Response:

Refer to the Direct Testimony of James H. VVander 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.

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
Page 2 of 2

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



KAW_R_PSCDR2#75 061807
Page 1 of 1

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



KAW_R_PSCDR2#76_061807
Page 1 of 1

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



KAW_R_PSCDR2#77_061807
Page 1 of 14

KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 77 of 80

Witness: Dr. James H. Vander Weide

77.  Refer to Direct Testimony of James H. Vander Weide, pages 28-29 and Exhibit_JVW-1,
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_JVW-1, 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



KAW_R_PSCDR2#77_061807
Page 2 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 DCFE
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 1o 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 PSCDR2#77f 061807.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 10.3%. 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
“10.3 percent,” and “10.4 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 Cost of Equity
Discounted Cash Flow 10.5%
Ex Ante Risk Premium 11.1%
Ex Post Risk Premium 11 2%
Historical CAPM 11.6%
DCF CAPM 12.6%
Average All Cost of Equity Methods 11.4%

For electronic version, refer to KAW_R_PSCDR2#77 061807 pdf
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KENTUCKY-AMERICAN WATER COMPANY

EXHIBIT__{JVW-1}

SCHEDULE 2

SUMMARY OF DISCOUNTED CASH FLOW ANALYSIS FOR NTURAL GAS COMPANIES

Attachment to Response to Staff Request 77 {f)
Line Annuat MarkelCap § Costof No. of
No. Company Feb-07 Feb-07 JanO7 Jand7 Dec-06 Dec0s DV DVZ DIV D4 di d2  d3 4, Dwidend 5, Dividend Growth (M) Eauiy 149 14k Estimates
1 AGI, Resources 4290 2953 4021 3820 40.09 38.11 0.3852 03852 0.3852 0.4268 0.378 0.370 0.370 0.410 148 38.840 183007 4.10% 2588 8.4% 10410 1.084% 5
2 Atmos Energy 3307 323 3230 3026 3287 3150 0.3344 03344 03387 0.3397 0315 0.315 0.320 0320 1,28 31.888 140113 6.15% 2572 108% 16615 1.1078 4
1 £nergen Corp. 4935 4575 4655 4378 4760 4499 0.1155 0.1155 0.1155 0.1208 0.118 0.110 0.110 0.115 046 46403 047768 5.00% 3,238 6.1% 1.8500 1.0608 3
3 tquitable Resources 4455 4200 4358 3926 4410 4158 0.2416 02416 0.2416 0.2416 0220 0.220 0.220 0.220 (.88 42.530 100973 9.80% 5237 123% 10980 1.1230 §
4 National Fuel Gas 4379 4060 4084 3684 4021 3767 0.3033 03137 03137 0.3137 0.290 0300 0.300 0.300 1.20 40025 1.28052 4.57% 3157 79% t.0457 1.0794 3
5 New Jersey Resowrces 5110 4673 4870 4630 5254 48.46 0.3792 03792 03792 04003 0,360 0.360 0.360 0.380 152 48972 158666 5.33% 1430 8.7% 1.0533 1.0874 3
6 Norfhwest Nal Gas 4630 39.7% 4298 3889 4369 4080 0.2818 03618 0.3723 0.3723 0.345 0.345 0.355 0.355 142 42242 151470 4.88% 1134 8.7% 1.0488 10865 4
7 ONEOK Inc. 43385 4100 4365 4100 4448 4271 03230 03445 0.3445 0.3660 0.300 0.320 0.320 0.340 1286 42782 143261 7.65% 4,764 11.2% 1.0785 13117 3
8 Piedmont Natural Gas 2686 2455 27256 2578 2844 2655 02504 0.2504 0.2504 0.2504 0.240 0240 0240 §.240 096 26.588 103265 4.33% 2100 84% 1.0433 1.0842 3
9 Questar Com. 86.32 7933 B82Bf 7596 8056 8245 02628 0.2628 0.2628 0.2628 0.235 0.235 0.235 0.235 094 82738 1.10188 11.82% 7406 13.2% 11182 1132 5
10 South Jersey Inds. 3530 3305 3395 31B1 3426 3242 0.2400 0.2400 02507 02507 0.225 0225 0.235 0.235 0.80 33465 101664 667% 975 9.9% 1.0667 1.0987 3
11 WGL Holdings Inc, 3300 3123 3296 3099 3355 3233 0.3447 0.2498 0.3498 0.3519 0.333 0338 0.338 0348 135 32.345 143812 3.50% 1612 8.2% 1.0350 1.0818 4
12 Market Weighled Average 10.3%
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Cash Assets 480 309 200
Oiher 14080 20020 1802.0
Curren! Assels 14570 90328 T8250
Accls Payable 2070 2640 2130
Debl Dug 3340 5220 5390
Olher 9360 11530 8750
Current Liab T477.0 79390 71627.0
Fix. Chg. Cov, 510%  442%  397%

Page 4 of 14
RECENT PE Trailing: 4.7 Y RELATIVE DN e/
AGL RESOURCES NYSE.ATG PRICE 40*03 AATIO 14.6(?ﬂedian: 14.0) PIE RATIO 0-81 YLD 4.1 L]
meuness 4 wewinns | (Y B9) 8| B R BE| B8 B HE BI| B3| 81 82 Targat Price Range
SAFETY 2 tlewlizten LEGENDS
i g xu%“fﬁ’é?fs ?32!(: 128
TECHNICAL 3 Rafwaoiyor | fedel by el B o
BETA .95 {1.00 = Market) 2401 sl 12095 80
R0 PROJECTIONS . | OB o cates rcession o
Al TolOlr ™ ——1——— |+ | el pmmmarde-ee- 48
Price  Gain  Relum il skl L A8
High 55 (+35%) 11% )AL TOCCIL I B
Low 40 (N 48 e S — T Tt
insidar Decislons —= = == T UM I e 2
AW S LA SO N DT g b ety T "
why 00000001 O "
Ofors 0000 0036 (0 (I W - e i . 12
o D5 0D 20041 T T oenibe % TOT RETURN 2/07
Institutional Declsions ?é%x vL AR
ki 02006 40006 ] 5
T S Percent 12 T [y ty 12 26 [
to5el; 102 78 69§ jraded 4 Hh lﬂﬂdl | H “Mii Jyr o G9B 414
AWM 49525 50305 40321 OOTETeT) (T PR AT AR I ” I fyr. 1261 Ged
1991 [ 1692 [ 19931994 | 7995 | 1996 ] 1997 | 1898 | 1899 | 2000 | 2001 | 2002 | 2003 12004 | 2005 | 2006 : Z007 | 2008 | ©VALUE LINE PUB. ING] 10-12
2026 | 20431 2273 zasoi 1032 2091| 2275 2336 1871 1975 | 904 | 1532 | 525 ] 2380 | 3498 | 3375| 3495] 35.45 |Revenues persh A 8,75
200 2m 235 2m| 23| 249| 242) 285| 229 286| 33%! 339| 347 320 420| 4627 485| 565 | Cash Flow" persh 555
104 113] fo8| 1471 4331 437 137] s4%| 91| 120 50 182| 208 228 248 272 280 290 EarningspershAB 310
102] 108f 104] 104 4041 486) 1.0B| 08| 4081 08| s08| 498 1| 1350 1307 48| 164 164 [DivdsDecldpersh O | 480
2061 2747 240 IS IV 7T 289 ECS | 2bty ZOZYIBYY 330 246 | A Ied 328 335|330 Cop'l Spending persh 345
542] 970] 080) 1019) sB.s2] 1056 4099} 1142} 1159) 1150 ] 1219 ] 1252 466 | 1806 | 19.28 ] 266G | 20.95| 21.00 {Book Value persh B 2250
I75T| AB63| 4072 | 5086 | 5902 | Ga.q0| 5660 | 57007 Gr.iB | SA00 1 5510 | G640 | A0 | BTG T 7700 7i.i%| 7600 79.00|Common ShsQuisig € | G000
1531 BE| 1101 BT EE[TTE T T8 IR T3S | TRE | REE VR TR [ WA | T | Bold fighres ara [ Avg Ann| PIE Ralio 150
98 4| 106: B3 84| as| 85| g2) 12| 8| 75| sl 7y es| 78| 72y Velwsltme  |Ralative PIE Ratio 1.0
64% | 5% | 54%1 BO%I 62% | 5% | 54% | 55% | 55% | 6% | 48% | 47 | 43% | 38% | 3% | 40% | "TT"  |avgAne'l Bivd Vel 15%
CAPITAL STRUCTUSE as of 12/31166 12676 | 13386 | 1068.6 | 6074 | 10403 | 8680 | 937 | 18320 | 27RO | 26241 2725| 2800 |Revenues (Smill) A o
Totai Debt §2161.0 mill Due n 5 Yrs $854 O mil 765 | B06| B2 74| B3| 1030 | 1324 | 530 [ 1930 | 20221 220 239 [Net Profit {$mi) 250
LT Debt $16220mill - LT Interest 9300 M Vs ™G aq 3399, | 9% | 40 7% | 36.0% | 350% | 37 0% | 37 1% | o7 6% | J0.0% | 30.0% |income Tax Rate T804
{Tola) inlerest coverage: 5 0%) 89% | 0% | 49% D10 | A% | 190% [ 135% | ea% | vam| 84% 1 0% | £2% {NotProfit Margin 3.0%
Leases, Uncapitalized Annual rentals $32 0 mill 407% | 475% | 453% | 450% | 613% | 583% [ 503% [ 540% | 5¢8% | 502% ; 50.0% | 49.8% |Long-Term Debt Ratio 49.7%
458% L 4T% | 49.2% | 60.3% | 3B7% {407% | 407% | 46.0% | 48.1% | 49.8% | 50.0% | 50.2% |Common Equity Ratio | 50.6%
Pensfon Assats-12/06 $375 0mill TSR 13884 { 13458 | 12867 | 17363 | 17043 | 19014 | 30080 | 31146 | 3231 0| 3770 | 3315 Total Cagita! (Sl k)
Pid Stock None Obllg S454 0l | 1405 | 15340 | 1508.9 | 16375 | 20589 | 21042 | 23624 | 31780 | 32710 | M380| 3550 3rw betP?aal[SmHl) 4909
Common Stack 77.752.515 she T | T6% | 50% | 14% | 65% | D1% | 89% | 6.4% | 10% | 60% | B0% | 85% |Relum on lolal Gapl 35%
as of 131067 1N0% | $14% 1 7T1% | 102% § 123% [ 145% | 0% ¢ 110% | 120% | 13.0% | 13.5% | 14.0% |Return on Shr. Equity 14.6%
113% | $2.3% 1 7.06% | 11.5% 1 12.3% | 14.5% | 14.0% | 14.0% | 12.9% | 13.0% | 13.5% | 14.0% |Return on Com Equity | 140%
MARKET CAP: $34 billlon {Mid Cap) % | A% | NWF| 2% | 42% | 70% | 66% | 05% | 6.2% | 5% | S55% | 0.0% [Retalnedte ComEg 0%
CURRENTPOSION 2004 2005 1234006 | 7a% | 64% | 101% | 2% | GS% | 52% | B3% | 40% | 52% | S2% | 58% | 56% |AMDiv'ds to NetProf 58%

BUSINESS: AGL Resources, Inc is a public ulily holding compa-
ny f#is distibulion subsidiaries include Aflanla Gas Lighl, Chal-
fanoega Gas, and Virginia Natura! Gas The wtilities have more than
2 2 million custemers in Georgla (primarly Atlanta), Virginia, and in
sputhem Tennessee Alsc engagad in nonregulaled ralure! gas
marketing and other, aflied services. Alsc whalesales and retgils

propane  Nonregulaled subsidiaries: Georgia Nalural Gas Setvices
markels natural gas at relall. Agy Virginia Natural Ges, 10d00 Sofd
Utikpro. 301 QffJdie own fess then 10% of common; Goldman
Sachs, 5.5%; JFPMorgan, 5.9% (3/06 Proxy). Pres & CEQ: John W
Somermalder Il Inc.; GA Addr: 10 Peachree Place NE. Allanla,
GA 30304, Tel.: 404-584-4000. Inlemel: www.agiresources.com,

ANNUAL RATES  Past

Past Est'd '04.'C6

AGL Resources reported solid per-
formance for 2006. Revenues declined

AGL Resources has announced plans
to build a natural gas storage facility

dichange fpersh) 0¥, 3YE.  0'0M2 | gliphely from the record top-line perform-  in Beaumont, Texas. This initiative will
Revenuss - au 1% 10% | ance achieved In 2005, as a result of requite an investment of $180 million and
Eamings §5% 135% 35% | reduced customer usage due to warmer provide 12 billion cubic feet of capacity
SM?‘EG%S ?5:? §§§5" ggiﬁ weather Despite this. share earnings ad- upon completion of the first phase. Con-
ook Vee 55% 83% 25% | vanced by about 10%. This resulted from a  struction should commence next year, with
Gap | QUARTERLY REVERLES (§mil)» | pui | Jower cost of gas. which decreased by al-  the facility becoming operational in 2010
andar |Mar31 Jun.30 Sep.dd Dec3t| Year | most 9% The Wholesale Services business The board of directors recently ap-
2004 851 294 262 825 (1BR | also augmented AGL's bottom line. as op- proved a dividend increase. The
2005 (908 430 387 893 (2V1B | erating earnings for this segment in- quarterly payout is now $04F  This
2005 1044 436 434 70T 12621 | creased by 84% For 2007. we anticipate a represents a very healthy 10 8% rise over
2007 (975 480 495 816 LZTHS | mgdest advance in revenues and share the previous level This pattern is en-
2008 f00p 500 470 830 2800 earnings, assuming normal weather pat- couraging, although the payout may rise
cal- EARHINGS PER SHARE A B Full | terns. Moderate growth should continue to  at a slower pace going forward, pgiven
endar |Mard1 Jundd Sep.30 Dec.d!| Year | the end of the decade AGL's declining cash balance
2004 100 33 H 64 | 228 | The first phase of the company's rate This stock is ranked to lag the
200§ (114 3¢ 18 85 1 24| case in Tennessee has been resolved. broader market for the coming six to
006 | 141 25 48 &0 | 272| In December, the company recelved ap- 12 months. However, this issue may ap-
o7 | 136 45 45 65 | 280 proval fiom the Tennessee Regulatory peal to Income investors. considering the
W | 140 35 45 0 ) 290 Authority for its joint settlement with the ﬁealthy dividend yield. Alsp, this pood-
Cal- | QUARTERLYDIVIEADSPAIDSs | Eul § other parties in the case. resulting in a quality stock scores high marks for Safety
endar {Mardi Jun30 Sep.db Dec3il Year | rate increase of $2 7 million, effective Jan- and Price Stability Nevertheless, at the
003 | A 28 28 28 i11§ uary 1, 2007 The second phase of this case current quotation, appreciation potential
2004 | 728 28 25 29 1151 will entail a review of the company’s con- is below average for the pull to late
2005 | 31 3 ) a7 130 ] servation and decoupling mechanisms A decade. as the shares currently trade
2006 | 3 ¥ 3 | 148 final ruling on this matter is expected by within our Target Price Range
007 | 41 the end of the third quarter Michael F Napoli March 16, 2007
|A) Fiseal year ends December 345t Ended | 50.13;°01, 30,13;°03. (S0 G7) Nex! pamings | available. Company’s Financiai Strength B+
September 3Gth prior lo 2002 report due in May. gD} Inciudes inlangibles. In 2006: $420 millon. | Stock's Price Stabliity 95
{8) Diuled eamings per share. Excl. nonrecur- | {C} Dividends hislerisally 5.40/share, Price Growth Perslstence I

fing gains (losses): ‘85, ($0 83); '98. $0 39; '00, | June. Sept. and Dec =D
© 2007, Value Line Pyblisting, Inc. Al sights reserved, Factial mateidyl |5 oblained from sowtes belioved to be refiable and Is provided without warantios of any kind.
THE PUBLISHER 15 NOT RESPONSIBLE FOR ANY £RRORS OR OMISSIONS HEREIN. This
of 4 may be teproduced resold, stored of ransmitied in any printed, electronic or other form, of used [ generating of tarketng any pented of electonit publication, service o producl.

Paid early March,

v relnvesl. plan

{F} in milfions. adjusted for stock spht.

bicaton is shiclly Jor subscriber's ovm, nen-Commeial, intemal wse. No part

Earnings Prediclability 5
To subscribe call 1-800-833-0046.
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Page 5 of 14
RECENT PIE Teating: 14.9 \I RELATIVE BivD 4 (3/
ATMOS ENERGY CORP, NYSE-aT0 [PRICE 31-23 RATIO 15.6(Redlanz1ﬁ.0 PfE RATIO 0-86 Lo -1 0
. igh: 1
TMELNESS 3 meines | [ ] 310 3080 323y ga0f 203] | 28] &8) ae) W) HL R Target Price Range
SAFETY 2 Rased124605 | LEGENDS
3 T oy el e 8
TECHNCAL 3 Lowond Viz07 | ghiied By It Mo 6
BETA .80 {1.00 = Maket) %-Iu;é:%s 594 ]
201042 PRGEECTJ‘KON'?T " hated areg indicales recession b 4
n I T
Price Galrg ;i'eh;*?n 'ﬂﬂ'll' VL) I'I" [ : /u O TITT ST YTl e %g
Inskder Decisions A sl A Sl s ;lil i - 15
AM }JASOND
bBy 900000100 SN - 16
Qllons & 0 1 090D 800 * B PN o 78
105ell 181600000 % TOT. RETURN 207
instilutional Declslons l S;H%’K v%"ﬁnnil;ii.
4l

iy igs mp g ot 2 1 I n 1y P4 120
1058 87 88 B84 | {raced a PR PRI l ] g e 414 i
Hidsfooe) 46293 48572 53926 Bnnlandsnl il I ]“ IJ By TBY  BB2

Almos Energy's hislory dates back to| 1987 | 1998 | 1989 |2000 ; 2007 | 2002 12603 2004 { 2005 | 2006 | 2007 : 2008 | “VALUE LINE PUB, INC] 10-12
1906 in the Texas Panhandie Over the! 3ose| 2760 | 2209 | 26611 3535 | 2282 | 5439 | 4650 % 6175 | 7527 | 58.75| 60.10 [Revenues persh A T8
years, through various mergers, it became! 75| 338 262 ap1i 303 338 | 23| 201 | 3mp| 42| 415) 425 | CashFow" persh 485
part of Pioneer Corporation, and, in 1981,1 1| 18 811 103{ 147) 45| 47| 158 A72] 200 zoo| 210 |Eamingspersh AB 25
Pioneer named ils gas distribulion division] 10611 1061 10{ 14§ 196 148 | 120 42| 14| 1260 128 130 |Biv'ds Decl'd pershCa 1.35
Energas iIn 1983, Pionesr organized ["TH13| 444 353 | F36| 277 | 317 | 310 | 303 | 414| 520 &00| 536 Cap) Spending per sh 560
Energas as a separale subsidiary and dis-] 1104 1220 1209 1228 1431 | 1375 1666 ] $8.05) 1980 2016 2245 075 Book Value persh 520
Iributed the oulstanding shares of Energas [ "720064 ; 3046 | 3140 | 3195 | 4009 | §1.68 | 5148 | 6280 ; 80643 8104 | 89.50 | 0250 |Common Shs Oulsl'g® | 107.07
to Pioneer shareholders, Energas changed [ %70 154 | 350 189 | 156 | 531 134 | 185 T | 135 Bow fighros are |AVg AN PIE Ralio 4.0
ils name o Almos in 1388, Almos acquired| 463 | 80| 186 123 B g3 Te| M 86| 73| Vahelline  fpgiative PJE Ratle 85
Trans Lovisiana Gas in 1986, Weslern Ken-t 42% | 37% | 41% | 58% | 5.0% | 54% 3 62% | 48% 1 8% | 7% “%T™  |avg Aot bivd Yied 19%
lucky Gas Ulitty in 1987, Greeley Gas in{"giea | saaz | 6902 | 6502 | 14423 | G500 | 27990 | 20200 | 4733 | 51524 | 5260 | 5560 |Revenies (Smil A 7800
1993, United Cities Gas in 1687, and olhers. ; “209 | 53| 250 3221 561 s07| 75| me2] 1358 1623 180 195 |Net Prot (Smi 20
CAPITAL STRUCTURE as of 12031/05 5% | 365% | 35.0% | I69% § 37 3% | 3T 4% |37 1% | 374% | I T% | 376% | 38.0% | 13.0% |Income Tax Rate 1.0%
Total Oebt S2336.4 mill Due In 5 Yrs $1450 0 mit | £3% | G5% 1 26% | 30% | 39% | 63% | 28% | 30% | 27% | 26% 1 34%; 3.5% iNetProft Margin 3.5%
(LfT?ﬁ\g‘mss"f;g;;"g ng;‘;::;féﬁggusw“" BB |BVB% | S00% | 4515 | 64 9% | 530% |S02% | 432% | o7 7% | 57 0% | 49.0% | 0.0% |Long-Term Debi Rale | 81 0%
Coverage: 2%y BU0% | 6B.2% | S0O% | 51.9% | 45.7% | 46.9% | 496% | 56.8% | 42.0% | A30% | 510% | 50.0% |Common Equity Ratlo | 49.9%
Lenses, Unc;pua[izgdAnnuatmnla{g 5160 mill 63027 TERT | 7554 TH5.7 | 12763 | 12437 {17214 | 19848 | 3785.0 § 38285 304G 4028 {Total Capl%al ($miii) 5500
Pfd Stock None R4St | 917.8 | 8658 | 9823 | 13354 | 13003 [ 13160 | 17225 | 33744 § 6202 | 3900 4200 {Net Piant ($mill) fR]Hi]
Pension Assets-3/06 5352 7 mil, ) B3% | 90% | 51% | 65% | 5%% | 68% | 62% | 58% | 53%| 81% | 60% ! 65% |Retum onTolal Capl 6.5%
Common Stock 33 5775’2"2"3;53255 il T50% | 1T% | 66% | 8.0% | 95% | 104% | 99% | T6% | B5% | 0% | 9.0% 9.5% |ReltmonShr Equily | 10.0%
asotdnigr 120% | 149% | BB% ) 82% | 96% |104% § 93% | 7% | 85% | 08% | 20% | 0.5% [Returnon ComEquity | 10.0%
MARKET CAP: $2.8 billion {Mid Cap) 38% | 6.3% [ NMF| NMFE 21% | 18% ] 28% | 1.7% | 23| 36%| 315% | 35% |Rofalned to ComEq 4.5%
CURRENT POSITION 2005 2606 1231106 5% 58% | NMF [ 112% %% B2% 0% % 3% 63% 64% 62% |All Div'ds to Net Prof 4%
Cas‘g“;’-;jezs 401 758  u44 | BUSINESS: Almos Energy Comoration is engaged primeriy in tha  cammercial, 10%, industial, and 6% olher 2006 deprecialion rale
Other 12243 10417 14812 | distdbution and sale of nalural gas to 3 2 millien customers via six  3.6% Has around 4,600 employees Officers and direclers own ap-
Current Assels 5644 11375 15756 | regulated malurat gas ulily operations: Leulsiana Division, West  proximately 1 9% of common slock [12/06 Proxy). Shairman ang
Accts Payable 4513 3451 7575 | Texas Divislon, Mid-Tex Division, Misslssippi Division. Colorado-  Chlef Executive Cfficer: Roberd W Bes! incorporated: Texas Ad-
Deit Due 1481 3856 457 7 | Kansas Division, end KenuckyMid-States Division Comblned dress: F.O. Box 650208, Dallas, Texas 75265 Yelephonsz: 972.
Other 5034 3885 4073 | 006 gas volumes: 272 MMl Breakdown: 53%, residenlial; 32%, 934-8227. falernel; www.alinosenergy.cam.

Current Liab 11128 19192 78275 - - -
Fix. Chg. Cov. 305%,  408%  420% | Atmos Energy got off to a good start offering of 63 million commaon shares is
ANNUAL RATES  Past Fast Estd taops in fiscal 2007 {(ends September 30th), estimated to dilute share net by around a
ofthangedpersh)  §0Yrs. Sts.  to'ti'y | driven by its non-utility businesses. nickel {The $192 million in net proceeds
Revenues 7% 170%  25% i Profits for the core natural gas marketing from that transaction were used to reduce
E‘;fﬁ";;;"w ‘;%é" 1%8;{2 g'g:,‘i segment were boosted by higher unreal- short-termn debt) Atmos is  gradually
Dividends 0% 0% 15% ized storage mark-to-market gains. and strengthening its capital structure follow-
Book Vilua B5% 85%  4.0% | underlying business trends were solid. as ing the issuance of debt to finance the ac-

Flscal | QUARTERLY REVENUES [§miljA | rull | well The pipeline operation reaped the quisition of TXUs pgas business

Sear Inge3t Mar3 Jund0 Sepdo) 55| benefits of the North Side Loop and other The company is awaiting the results

008 [TESE TITE 54671 4935 ggopg| prujects completed last year plus rate ad-  of several rate cases. The largest one

005 13710 16878 5085 10045 do733: justments arising from filings under the seeks $60 million in additional annual rev-

2006 2838 20138 8632 6746 615241 Gas Reliability Infrastructure Program enues in Texas, which would affect some

2007 15026 1860 906 9574 5260 | (authorizing companies to earn a rate of 15 million customers There is also a {il-

2008 11330 1350 1390 1330|5560 | return on their incremental annual capital ing in Kentucky [or a $10.4 million annual

Flscal | FARNINGS PER SHAREABE Full | invesiments) revenue increase {175,000 customers) and

Joar |npe s Merd! Jun30 Sepdo| st But full-year earnings per share could Missourd for $3 4 miliion In addltional an-

2004 5 113 0 911 | 155 be Aat. The utility unit may be weighed nual revenues (60,000 custorners). Note

2005 79 111 06 d#f | 192| down a bit by increased operating ex- that our presentation will account for the

2006 8 140 &R 25 | 200| penses. reflecting costs from a higher em-  aforementioned amounts il the measures

2007 87 115 d03  d09 | 2.00| ployee headcount. (Weather-normalization are approved

2008 | 95 {15 .08 d0F i 210; mechanisms applicable to around 90% of These pood-gquality shares offer a

Cal- | OUARIERLYDVIDENDSPAIDSe § gy § the customer base ntht to help here. decent yield, a well-covered payout,
ondat | Mar31 Jund0 Sep.30 Decdd] Year | though) Moreover. the fousth-quarter and moderate dividend growth. But

2003 2 0 0 a05] 12¢] comparison ought to be quite difficult, performance wise, they are already trad-

2004 305 305 305 31 | 173] given that our fiscal 2006 figure excludes ing within our 3- to 5-year Target Price

2005 3 3 3 315| 125| an 50 18-a-share charge for the impair- Range. and are ranked only 3 (Average)

2006 35 35 35 32 | 127| ment of irrigation properties in the West for Timeliness.

2007 3 Texas Division. Lastly, the recent public Frederick I Harris, fIT March 16, 2007
{A} Flscal year ends Sepl. 30th. {B} Dlluted |in early March, June, Sepl., and Dec. » Div. [ {E) Qirs may 5ol add due 1o change in shrs | Company’s Flnanclal Strength B+
shrs Excl, nonrec. llems: ‘87, dbag; '99, d23¢; | reinvesiment plan Girecl stock purchase plan | outstanding. Szncﬂ's PHse Stability 100
00, 12¢; '03, d17¢; '08, d18¢. Next egs. pt. | avail. {F) ATO compleled United Cilles merger 7757 | Price Growth Perslsience 35
due early May {Cg Dividends histodcally paid } D) In milions. arjusted for stack splis Earnings Predictability 0

© 7T,

, Value Line Publishing, In. A nghts reserved, Facua! matoial is oblained lrom sources befioved jo ke sefiable and is provided withowt wamanties of 2
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ANNUAL RATES Past

lent year for Energen Corporation.

Page 6 of 14
RECENT PE Tralling: 12 TY|RELATIVE 0 DD 1 0/
ENERGEN CORP NYSE-EGN PRICE 4709 RATIO 126 Hedian: m) PIE RATIO 70 il 0 0
mmeLness 2 nawnes | BOT) 28] 93] 33N 'R2| 53| i3] Wl Ho| 88| 77| £3| 65 Target Prics Range
SAFETY 2 RascoWisis | LEGENDS 120
3 i - k&%c’d'ﬁ“?&'ﬂf@s Iggie 0
TECHNICAL Rised 31647 | Rl s o &0
BETA .S (1,00 = Marke) 2lor-1 5 08 ] 5
2070-12 PROJECTIONS. | bnnomecves 0" A T O T et B 0
nn'l Total| Shaded ared indicalgs recession g 'e| T3 A A I SR R
Price  Gain  Relurn L 12
High 60 (+25%] 7% prond
Low 45 {-5% Wi bt 24
insidar Daclsions T oy vl 2
AMJJASOND i i praY [ A 16
RIS . A e E
e 003050154 ..-=--"”'In*“MuL o . o FOT HETURN 207 1.5
Instilutional Declslons » e 2§ LY LR TN et i WS VLASIH,
10105 0I5 A pacent 124 . i JETACS B3 ; 5"3761; ';‘255
: 131 92 1307 gharas 8 - - il K| it ;s'r ;324 414
1o Seli 104 127 113 | paded 4 | Lyt b -
Hidsl0p: 4BG34 40076 4B743 Wil ML Gyr. 3677  BB2
1991 1 1992199311994 | 1995 | 1996 1997 { 1998 {1999 | 2000 | 2001 | 2002 | 2003 12004 | 2005 (2006 [ 2007 | 2008 | ©VALUE LMEPUB, INC] 10-12
BOG{ B15| BEG| BA) 736 85| 778 G8B3| 835 | 83| 1281 974 | $4E3 | 1281 ] 15353 1880 2245 19.45 |Revenuespersh A 25,90
9 103 105 114 §12 140 154 200 215 23 251 245 3y 340 4§14 510 6.05 5,55 ["Cash Flow" per sh 540
36 39 A4 50 44 49 58 62 66 8§ 112 100 455 175 2351 316| 400% 240 |Esmingspersh B 305
24 25 26 i 28 ] 30 3% .33 ] 35 36 kY 38 A0 44 A6 48 |Div'ds Decl'd per sh C©n 60
116 bh 106 104 168 k¥ §02 298 202 221 3406 239 247 243 314 410 4.50 4.75 {Cap'i Spending pez sh 575
d02) 348y 3407 82 3887 422] 523; 562) G6O7) GE6) T72) 839 965 1088 12153 16.30| 1250, 1850 |Book Valuepersh P 2040
047 | 4073 4128 4367 4354 | 4460| 5759 G896 | D961 | G027 | Gin | 6949 | 4245 | 1347 | 1349 74701 7400 75.00 Common 5hs Quist'g €| 85.00
126 1.9 124 1.1 123 128 134 5.6 135 10.8 IR 1340 1.1 136 147 124 { Boid figyres are | Avg Ann'l PIE Ratio 178
A &7 13 3 B2 5 ki Bl i 10 10 il B3 12 T8 67 Valuei L Relative PIE Ratlo 115
5A% | 64%| 48%| 4% | 52% | 50%| 35% | 33% | 36% | 4% | 23% | 28% | 20% | 16% | 12% | 19% % ST avg Ann% O Yield 11%
CAPITAL STRUCTURE as of 9/30/06 4482 | 5026 | 4975 5556 | VA5G 6772 | D422 9374 | 11284 [ 43040 1660 | 1460 |Revenuas {Smill) A 2209
Total Debt §724.9 mill Dueln 5 Yrs S430.ﬂ' mifl 00| 363 o6 8§52 ] 699 649 | 1031 #1275 | 1729 | 2323 295 255 {Nel Profif (§mill) 250
e E_ETB'Q‘“’E“ $350 mil 6% | -~ | 9% | 154% | 190% { 225% | 365% | 37 2% | 3.0% | 36.2% | 3659 | 354% fincome Tax Rate 0%
T #e1 coverage: 65% | 72% | 80% 1 0u% | e8% | 06% | 194% [136% [ 15% | 167% | 17.8% | 17.5% [Net Profit Margin 11.8%
Laases, l}ncap]tn]izeﬂ Annual reptals 87 0 mill A8.1% | 531% | 50.7% | 46.9% | 53 1% § 46.8% | 44.2% 1433% | 43.4% | 225% | 35.0% | 37 0% Long-Term {labt Ratie 40.0%
51.6% | 46.9% | 48.3% | 53.1% | 46.9% ) 53.2% | 65.8% i 6B.7% | 56.6% | 67.5% | 65.0% | §1.0% |Common Eguity Ratio 60.0%
Fenslon Agsets-121055140 2mil. S80.7 | 7020 7333 [ V548 | 10240 | 10058 {12510 [ 14155 [ 5755 [ 1785 1350 220D |Total Capital [$rif) 2858
Pl Stock Nomo Oblig- 5172 5 mil 6676 | 75631 @b% | 5078 | 0983 | 12566 | 14335 [17839 | 20680 | 2260 | 24301 2615 |Net Praet (Sl 00
Common Stock 72,355,003 shs 64% | 60% | TA% | 93% | 1% | 13% | 102% | 02% | 120% | J40% | T6.0% | 125% |Relrmon Tal Capl | 15.5%
as of $51/06 6% | 110% | $50% | 138% [ 144% [ 9%4% | 16.8% [ 150% | 19.4% | 19.5% | 22.0% | 18.5% [Return on Sér. Eguily 15.0%
95% | 11.0% | 11.0% | 138% | 14.4% [ $1.4% | 15.B% | 15.9% | 19.4% | 12.8% | 23.0% | 18.5% [Return on Com Equily 15.6%
MARKET CAP: $3.4 billion {Mid Cap) 45% | b5% BT% | BE% | I0.0% | 7.0% | 12.%% | 124% | 161% | 16.5% | 200% | 16.0% |Relalncd to Com By 12.0%
CU?&?& POSITION 2004 2005 Hanies §3% | 50%; d8% | 3% | 3% | 3% | 4% | 2% 17% Wh| 1% 145 |All Div'ds to Net Prol 0%
Cash Assels 45 8 57  BUSINESS: Energen Corporation is a holding company Alabama  ary, engages primarily in exploration and production of nalurat gas
Other 454 4898 _357.7 ¢ Gas Corporation (Alagasco), o subsidiary, sells lo arcund 460,000 2005 proved reserves: gas, 1,080 2 MMef; ofl, 750 MBbI; NGL.
Cumenl Assats 3499 4785 3034 ¢ customers In cenlra! and norhem Alabama, inciuding Birmingham 319 MBS Has around 1,500 employees Chairman & Chiel Execis
gg‘gf&agame lggg ?ggg 1&%8 and Monlgomery 2005 ulilty revenues: residential, 64.1%; com-  live Officer. Wm. Michael Waren. Jr. Incorporaled: Alabama. Ad-
Other 1937 2137 1894 merclal end indusirial, 27 8%; lransporiation sad other, 8.1% 2005  dress: 2101 Sixth Avenue Norh, Birmingham, Alabama 35203
Current Liab. GEE EBES TE7ay | Uefveries: B6.9 MMcl. Energen Resourges Corporalion, ¢ subsidi- 2784, Telaphene: 205-326-2700. internel: www.energen.com.
Fix. Chg. Cov. 579% 880% 650% | We think 2007 will be another excel- on the company, although the record

performance expected for this year may

gmﬂf‘?e(ws?ﬂ %DYrs.u/ 5\'% “’13“[5'}2 Production for the E&PF subsidiary, not be repeated over that span Energen
Rovanues - aoe 20 1208 | Energen Resources. should be around last Resources should be the main growth
Earmings 160% 210%  7.0% | year’s record level (ie, 956 billion cubic vehicle pgoing forward, as management
givig(e\ﬁﬁ 112:? 1%[53:':? 582/:1 feet equivalent) That should come about continues to Implement an aggressive ac-
ook Vane vk cvk B | opartially by further drilling activities in  quisition strategy Alagasco ought to
Fiscal | QUARTERLY REVENLES (§ mill) A gul i the San Juan Basin (bolstered by the remain a steady contributor to earnings,
Ends {Mant Jun30 Sep.d) Pec3!i vewr i recent purchase of an estimated 30 billion made possible by a regulatory measure
W4 (3514 1882 1865 2313 | 94| cubic feet of natural gas reserves from Do- that provides it the opportunity to earn a
2005 13610 2417 1906 3359 11284} minion Resources), plus volumes from target return on equity of between 13 15%
2066 14881 2824 2427 3808 |1394 0| properties acquired in the Permian Basin  and 13 65% in a given year

07 |45 45 415 45 1600 | n ate 2005 What's more, management The quarterly common stock dividend
2008 1365 365 385 365 MO0 | was able to hedge a significant portion of was recently hiked 4.5%. That was
Fiscal | EARNINGS PER SHARE A ® Gul | production {now at 69% of projected gas made possible by the energy firm's ability
enus |Mardt Jundd Sep.d6 Doc3) voar | putput and 71% of estimated oil volumes) to register substantial cash flows And our
2004 g3 3t 19 42| 175| at favorable prices Meanwhile, Alagasco.  3- to 5-year projections indicate that addi-
2005 ;. 80 91 6 78| 235 the Alabama-based natural gas utility, tional increases in the distribution will
006 ¢ 418 6 % 70| 316| srands to perform reasonably well, as it take place

00 {140 85 15 100 | 40| parns within an allowed range of return on  These shares, ranked 2 (Above Aver-
W08 ;125 0 60 85 | 340 averapge equity. Despite a rise in operating age) for Timeliness, have risen consid-
Cal- | CUARTEALYDIVIDENDSPAIDSe | Fuy | expenses, 2007 share net may well surge erably in value sinece the beginning of
endar iMardl Jundd Sep3D Decdt| Yesr | about 26%, to $4.00. which would be the this decade. as energy markets have
w3 109 08 092 o2 37| highest earnings in the company's history  strengthened nicely over that timeframe
2004 | 092 092 0% 098 38| Lower. though still relatively good, results  But it appears that the price surge has
w05 | w0 0 10 90 401 could be in store for 2008 if commodity greatly diminished long-term capital ap-
A1 R L L 4| orices were to trend downward. preciation potential

2007 | 11§ We have a positive 2010-2012 outlook Frederick I Harris, III  March 16, 2007
{A) Fiscal year end 9730 thry ‘01, 12/31 after | Excl notvec ilems: ‘92, 3¢, '04, 5¢;'99. 3¢; | June, Sepl, Dec. w Div'd reinvest. plan avail Company's Financial Streagth A
Three-month slub and 1231/01; Revenues, 00, ddg: ‘01, d2¢; 02, 5¢; Q4 06, 56¢. Excl, gD) Incl. intang assels. in 'G5 8717 mill Stuc{()‘s grlce Stablilty 85
$147.3 mill. EPS, 15¢ (exch. nonrec. charge of | disc. ops : ‘02, 1f; 03, 3¢ Next egs, mpl late 0.88/sh, ) _ Price Growth Persistence 100
9¢) (B} Primary egs thru 86, then diluted April. {C) Div'd historically paid in garly March, | (E) In mill, adjusied for stock splits Earnings Predictability 65
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RECENT PE Traffing: 17§ \; RELATEVE Lva [y

NATIONAL FUEL GAS wysears S 41,34 (%0 18.0 (e i) feete 9900 2.9%

TIMELINESS g wecssn | (V) 3] %63| Te8) %8| BI| 25| BE| B8 Bi| 22 05| ®S e s i
SAFETY Nesw 7127790 LEGENDS

— 7.0« "Cash Flgw” p sh
TECHNICAL 5 Lom ity | 7, ot Pice S N
-or-1 spiit 0/6% &)
BETA 95 {1.00=Makey 0":3% Yci- e - 50
201012 PROJECTIONS oL DI Ileiies tmevssen . 4
Price  Gain A“ﬂ!tl?ﬁ“' | d; i g i G 30
. 1L LT P it MY UL Mk
Insidar Decisions s ..l MUY, J Y SO BN 15
AN A e [ M L T RN L .

hy 00000 i U BT SN SRS 10
B 8515 ) T
Ingtitutional Declsion | * m;ﬁ,?”ﬁn‘_ﬁ%ﬂ

WIME IS QU0 parent 75 ST0CK 0

108y 125 W7 102 shares | 5 ! | Ve | Py 334 120

1 dgr oBED 414

:ﬁg:g)w} 364?‘3 35!;;:: 44:}2; lradec 25 [IAHI | ]ﬂ {”_{Hmm E 1M ﬁ*;r- 1105 882
1991 1992 1199311994 { 1995 | 1996 [ 1097 | 1998 {1999 | 2000 | 2001 | 2002 | 2003 12004 | 2005 ; 2006 | 2007 | 2008 | ©VALUE LINE PUB, INC{ 10-12

13991 1358 1382| 1531| 13.03| 1585| 1658 | 1522 1626| 1892 | 2545 ) 1825 2490 | 2448 | 2280} 2772 25.90) 26.50 |RevenuespershA 3000

161 1 ier| 211 Y971 268 297 2991 34| 34z AW 3g4| 429 435 4061 439 4507 450 |"Cash Fiow" persh 475
82 7L 108 12| 182) 35 1§ $44 1 1487 161] 2% 18] 183[ &7 191 240| 230| 220 iEarnings persh® 240
12 74 .76 78 A0 83 ] BY b 45 881 103 18| 187 | 14| 148| 120| .20 |Divids Deci'dpershCm 1.20
283 233 180 P81 244 THT e 336342 681 Y9 187 208 FEI|353 3501 365 |Cap'l Spending per sh kX3
B76| 5341 0.04] $047) 1069 | 11.39] 14977 1157 ) 1208 3255 ) 12631 1254 | 1397 | 1541 | {1458 | 17.3%| 18.55| 14.65 |Book Value persh 2405
61857 6401 73327 7456 7487 | TRI0] /833 U684 | TIG8 )| VBEE| /9411 B025 | B1.44 | 8280 BA36 | BI4G| 8300 83.00 |CommonShsQulslgP | 8509
144 130 145 144 137 122 140 156 155 X RN 143 EEE] 127 150 $4.1 | Bold ighres are | Avg AnnTFIE Ratio 140
92 .19 86 94 B2 76 Bl Eal 48 88 85 8 57 B E:0] 18| VelumUse Refative PJE Ratlo 25

B.1% ] 68% | 48% ] 48% | S58% | 40% | 4% [ 39% | 40% | 38% | 37% [ A6% { 47% [ 43% | 40% | 35% eatinates Avg Aan'l Div'd Yield 425
CAPITAL STRUGYTURE as of 12/31/06 12658 | 1248.0 | 1263.3 | 1425.3 | 21004 | 14845 | 20355 | 20314 | 19235 ] 23118 2150 7200 {Revenues {Smill} A 2550
Total Debt 59167 2 mill Due ln 5Yrs $3322mil ¢ prs% | 26.5% | 30.6% | 307% | 26.3% | 33.4% | 26.6% [ 25.0% | 26.0% | 29.8% i 22.0% | 23.0% |Cperaiing Margin 26.0%

. . M7 188 1297 1422 ) $149°% 1807 | 1962 | 1855 % 1798 1796 180 185 {Depreciafion (Smil} 200

ot o covorago 1 B ot or Gapy | AT | 1614 | 11501 1272 | 4674 | 1275 | 1542 | %683 | 1624 | 2035 | 15| 150 |Nel Proffomil 2

370% | M04% | 357% | 375% | AGTY% [ AT6% | 3V8% | 355% | ATT% | 223% | 220% | 250% lIncome Tax Rate 18.0%

Leases, Uncapitalized Annual renlals $8.5 mill 91% 1 B9% | 94% | 89% | BO% @ 87% | T6% | B0% | B4% | B8% | &1% | 88% |Net Profil Margin 8.0%
Panslon Assels.3/06 3516 it Chilg 3825mill  ("§T855 | 44780 | G3818 | d4S00 { dh03 6 [d3735 {41462 [diD37 | di66.8 | 9809 125 95.0 (Working Cap (Smill 500
P1d Stock None 5816| 6927 | 8227 | 9536 [ 1DAGT | 41453 | 10476 | 11333 | 44190 | 10957 ! 1900 7100 |Long-Term Debt Smil) | 000
Comman Stack 82.760 461 shares 07 | 8300 | 5393 | 9874 | 10027 | %006.9 | 11374 [ 12507 | 12286 | 144361 1540 | 1630 }Shr, Equity {$mit) 1859
as of 43107 1% | B7% [ B4% | 83% [102% | B0% | BB% | 86% | 85% | 94% ! 80% | &.0% |RelurnonTolal Cap'l B.5%

12.6% | $2.5% | 12.2% | 12.9% | 16.7% [12.7% | $3.6% | 13.0% § 13.2% | #4.4% | 135% | 71.5% {Relurn on Shr, Equily 11.0%

MARKET CAP: $3.4 blilion {Mid Cap} 55% | 50% | A8% | 5% | 0% | 4% | 8.3% | 58% | 5.6%| 1.3%| 60% | 5.5% Retainedto Com Eq 4.5%
Cﬁ?gﬁﬁ POSITION 2005 2006 123106 56% | BO% | 61% | S7% | 46% | 03% | 55% | 55% 58% ) A8%  52% | 54% Al Div'ds to Net Prof 50%
Cash Assats 575 [1: X 47 6 | BUSINESS: Nalionsl Fuel Gas Company is sn integrated natwial  Seneca Rescurces and olher nonregulaled  divisions. 2006
Eﬁgﬁ'{:’)ﬂbie(i":o) 13_?-1 13?5% 1853 gas company Gas Uthily sells and transporis ges lo about 733,008  depreciation sale: 4 3%, Has 2,044 employees Officersidirectors
Other Y oFa. 2084 2383 | Cuslomers in weslern New York and nothwester Pennsylvgn’:a own § 5% of common stock; Venguard Flduciary Trust, 8 8% {1/07
Current Assels 7] g0 B9 The company's pipeling and slorage Givision owns gas pipelines  proxy) Chaiman. Presidenl, & CEO: Philip C. Ackerman. In-
Accls Payabis 1BEE 1330 144 o | between Pﬂnnsyivanifa and the New York/Canadian border near coporsted: NJ  Address: 6363 Main Sveal, Wiliamsville, NY
Dabl Dus 94 229 717 | Bullalo, The exploralion and production segmenl is operaled by 14229, Telephone: 716-857-7008. Web: wwav.nationaliuelgas.com.
g:ﬂf;m Liab. —32—%’«} w%%%f% %& National Fuel Gas shares are likely to We are slightly more optimistic about

- ——— lag the year-ahead market. As the out- the longer-term prospects for the
ﬁ’:ﬁgmﬁrﬁfs ot ;‘?5‘ 551‘0",1["}_‘,"1‘295 look dims for the company’s near-term companys other segments. The

e i fiw 4w ppu | earnings. we do not believe this Is a favor- plpeline and storage segment’s operating
“Cagh Flow" 65%  35% 5% | able entry point for Investors. Although profits are up versus last year. The modest
E.E?:jlngs gg:ﬁ- gg 52 the stock price has edged upward since our advances there are the result of enhanced
B A0%  4%9  zon | last ]reviiiw, at present. we dfo not envision ér*anspfﬁtatilun anEd stgrage revonues Ad-

- much relative price outperformance over ditionally. the utility division's prolits are

Recal DUM;TEH#;YREVENUES(Smﬁi)“w Pl the next six months Also, the potential up yeary over yea)xi. This im?}mvement

Endg (Det.31 Mar3t Jun30 5ep30) voy softening of natural gas and oil pricing reflects a favorable rate settlement that

2004 49325 8017 4190 2182 1AM A \ynyld dimic long-term earnings growth enables the company's utility subsidiary,

gggg gggg gg?g 3'1][5}2 ggzé ;gﬁg And NFG's current guotation is above his- National Fuel Gas Distribution, to charge

si07 |soan @26 a3 ao0 agp | torical P/E multiples as well as our Target higher rates This should help the compa-

2068 |575 835 465 285 |zepp | Drice Range out ta 2010-2012. ny to offset the negative effects of poten-
Fiscal EARHINGS PER SHATE ABE Full We l_tmk_ for a year-to-year share-net tally lower average usage Too, cost-

Year |pooas Marad Jundl Seoda| Risest| decline in fiscal 2007 (ends September reduction efforts in these segments should

Ends | 775 : - B-2) Year | 30th) The oil and natural gas exploration provide added support

gggg gg gg g? ?g 183 and production (E&P) sepment (Seneca) Meanwhile, the company's joint ven-

2006 5 o1 b % | 240 drove notable gains In fiscal 2006 and con- ture with EOG Resources is promis-

2007 g2 90 43 35 | g0l tinues to be the primary contributer to ing. The combined efforts to develop Ap-

w008 | 62 80 .38 g0 | 2pp| profits However, with energy prices fall- palachian reserves may uniock consider-

QUARTERLY GViOENDS PAI G ing in secent months. we expect revenue able growth potential This region has

Cs|" 1 Dec.ad \f”“ and profit comparisons to be less favorable been underexplored over the past several
endar | Mar3 Jund0 Sep.d0 Decd| Vest| ;e coming years. Moreover. as the cost years, and industry specialists confirm

003 (26 & 2 A ¢ 106) of finding and developing both oil and nat-  that there are subsiantial unconventional

gggg gg %g gg gg Hs ural gas rises, weaker pricing would make gas opportunities from deep well-drilling

2006 | 29 2 0 30 18] it more challenging to offset margin pres- in the area.

2007 | 30 sure {rom higher expenses. Simon R Shoucalr March 16, 2007
{A) Fistal year ends Sepl, 30th, {B) Prmary | (79g). Incl, nontecur. loss: '96, 15[!‘ Fiscat ‘B3 |w Div reinvestment plan available (D) tn mil- Comgany‘s Financlal Strength B+
egs.thru '8, diluted thereafler, Excl nonrecur | quarenly tolals do not sum to tota! dus to fions, adjusled for spil. (E} Eamings per share | Stock's Price Stability
gain (loss): 94, 8¢, '88. {52 ?B}: 3, (§1.29}: rounting Next egs. repon due eardy May (C) | may rol sum dus fo thange In shares oul- Price Growth Persislance B3
02, {12¢); 03, 31§ D4, 4¢; 'B5, 326, '06. Div hist paid In mid-Jan . Apr . July. and Ocl. | slanding Earnings Predletabliity B5

To subscribe call 1-800-833-0046.
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RECENT PE Trafing: 18.0}/ RELATIVE ON'D t}/
NEW JERSEY RES. s [ 40.49 [ 17.1 Gl 8l 0,041 3.0% NG |
TIMELINESS g’ weosts | MO| 98] 2a| 081 Zd) 1Y Fe RS B5| N3 B3] NE| W Targel Price Ronde
SAFETY s Raised 4565 EGE‘E‘?’ZDM%‘"S ﬁ"t 158
TECHNCAL 4 towsgsznl | e by rast o s
BETA 80 {500 = Marke) Yoz spit o2 &1
E0TO-TZ PROJECTIONS | Siack oo e s a g B I AR SO MR SO M 1
Price  Gain Re%lgrnn _ I ST B T T i M 2
g‘i!g;a] gg (-'2%!/3 -“;“2 R O e . L e 24
Insider Decisions e FTEIE = l R N 2
AW ASDHD | AN SUSNEE GO I APV L T e 16
KBy 00CGDOOQODD : e -
o 080840911
institutional Decistons | -t %Tﬂt‘igﬂjﬂxﬂ% (B
0anE 0IME  4GNN06 SHOCK IHDEX &
1o o6 Florcent 72 i PRI ; woomzoomo E
}-:ums':(nnuj w0268 1onin sseer | V000 28 T T | Sy 924 w2 [
1991 ]1992 | 189311994 | 1995 1 1996 [ 1997 [ 1998 | 1999 | 2000 ; 2001 | 2002 ;2003 | 2004 | 2005 | 2006 ; 2007 | 2008 | ©VALUE LINEPUB, INC] 1012
1589 | 1683 ( 1802| 22| 1703 2022] 2587 | 2659 ) 2388 4413 : V602 | 6617 | 9343 1 $133 | 11429 | 41944 | 12145 | 123.00 |Revenues persh A 128.50
158§ 1857 214) % 213} 222] 245y 260 279 289] 38| A 35 ( 375 342| 4107 425| 4.30|"CoshFlow" persh 470
551 1091 115( 1286 129 131 148 455| 165 +7%| 195 209 238 2551 265) 280 200] 289 |Eamingspersh® 315
1.00; 1.0t 1.01 1.01 1.01 103 107 108) 142 €95 47| 120 124 130 136 44| 1452}  1.55 |Divids Decl'd persh e 1.58
FER 18] I 210 ikl 178 172 1861 181 y8 156 193 T Y 192 1% 2507 219 |Cap Spending per sh 265
8571 GAd) 9811 9B4| 970 160 1038} 10881 35| 1243 1320 4306 ) 1538 | 46471 95801 2250 | 2490 | 25.65 |Book Value persh® 0.50
70857 2443 2523 h9h| 663] 2733] 2682 ) 26721 2661 #6301 2665 | 2067 | 2723 | 204 | 2755 2783 | 78.00| 20.50 |Common Shs Quisi'g® | 28.50
23 2.4 151 1.6 . 36 135 153 6.2 147 147 [EN] 148 k! 168 161 { old riglres ara | Avg Ann'l PIE Ratio 140
142 18 £8 B5 18 85 18 B0 8 85 J3 §id B0 1 k] 86 Veloiline Relative P/E Raflo 95
BA% | 7.5% | 58% | 52% ( 6% | 58%; 53% | 46% [ 45% | 44% | 42% | 39% | A% | 33% [ I4B | 3% exligales Avgg Ann'l Div'd Yiold 4.5%
CAPITAL STRUCTURE as of 12/31/06 B9B5 | TI03 | 9043 [ 14645 | 20454 | 18308 | 25444 | 25336 { 31483 | 32995 | 400 2500 |Revenues ($mil) A 3460
Total Debt 86264 il Due In 5 Yrs $300 0 mil 498 433 48] 419 523 668 654 | T 44| 85| 840} BT.0 |NetProfit (Smil} 100
LT Debt S35 ia';‘ig"anm LT Intorost $25 0 mif T35% | W04% | 6.0% | 376% | 0% | S07% | 30A% |30 1% | 091% | 69% | 0% | 39.0% [lncome Tax Rale o
(LY Inlerest eamed: 6 Ox. loia orost coverage: .. 60% | B1% | 50% | 41% | 26% | 1% | 26% | 28% | 24% | 24% | 25% | 25% {Nel Prof Margln 25%
£.0%) §59% | 510% | AG.1% | 470% | 501% | GO.6% | 3615 | 03% | 42 0% | 34 B% | 14.5% | 335% |Long-Term Dobt fiallo | 31 5%
Pension Assels-9/06 $95 B mill 47.1% | 46.6% | 51.2% | 520% | 4B.9% 1 404% : 61.5% | 59.7% | 50.0% | 65.2% | £5.5% | 66.5% |Commun Equity Ralio 68.5%
Ohlig $1037 ol [T 5GDG | G382 | 5004 : G201 | 7062 | 7324 | Bi6B | 7838 ( 7554 | 9540 7025 1095 [Total Capltal (Smilly 1319
Pl Stock None §504 | 6600 | 7054 | 7306 | 7439 | 7564 | BS26 | 6804 | 0051 | 9349 | odp| 970 [NetPlant (Smil) 1160
Common Stock 27.833.620 shs B6% | O1% | GO% | 9% | 85% | B7% | 107% | W01% | 112% | 96% | $5% | 95% [Returnon folal Capi | 9.0%
as of 2607 13.9% | 139% | 148% | A% | MB% | 16.7% | 15.6% | 153% i 1T0% | 126% | 125% | 120% |Returs on Shr Equity 11.0%
MARKEY CAF: $1.4 billlon {Mid Cap) 14.3% | 144% 1 44.8% | 14.6% | 14.9% | 157% | 15.6% | 15.3% | 17.0% | 12.6% | 125% | 12.0% |Return on Com Enuity 1.0%
GURRENT POSITION 2004 2005 42039006 1 4.0% | 4.4% 1 BG% | B4% | 6% | 68% | V% | V8% | BS% | 6.3%| 6£5% 1 6.0% |Relalnedio Com Eq 6.0%
cattik) 50 250 o1 LR | Tt | BT% | 63| S9% | 6% | G1% | do% | S0% | S0% | 49% | 50% |ADiv'ds to Net Prof 50%
Other 681.0 9278 1078.8 | BUSINESS: New Jersey Resources Corp is a holding company  and electic utitly, 37% off-sysiem and capacily release) M. Nal-
Current Assels 6850 “952€ TUEB Y | providing retal and Whelesale energy sves 1o customers In New  ral Energy subsld provides unragulaled ratail and whofesale natu-
Jersey, in slaias &om the Sull Coast 1o New England, and Canada  ral gas and relaled energy sves. 2006 dep, rale: 2 7% Hag THE
Accls Payable 429 547 455 ; P
Debi Dee sB74 1774  2pg 7 | New Jersey Natural Gas has about 474,000 customers al 9/30/05  empls. O/ own aboul 2% of cammon (12/05 Proxy). Chimn.
Other 4574 7442 BR7.E i in Monmoull ang Ocean Courtes, and other N J Counfles Fiscal  and CEQ: Laurence M. Downes. inc: NJ, Addr: 1415 Wyckol
Current Liab. G677 G764 0030 ; 2006 volume: 102.8 bill. cu, L. {56% fm, 7% interruptible induslial  Road, Wall, NJ D7714). Tel.: 732-936-1480. Web: www.njliving.com,
Fix. Chg. Cov. B26% 660%  450% | New Jersey Resources began fiscal reliability.
ANNUAL RATES  Past  Past Estd'04-061 2007 {ends September 30th) on a weak In late 2006, the Conservation Incen-
?{5'3,1“355,%“""’ 15;“5,{, gg“‘uf "’21“5',,1, note. First-quarter profits increased 7% In  tive Program (CIP) went into effect.
“Cash Flow" 60% 5s5% 3p% | the natural-gas-distribution  segment NING's earnings and cash {lows will be af-
Eamings 5% 80%  25% [ (NJNG). but dropped 50% in the energy- [lected by this tariff The CIP decouples the
Dividands 3% 35%  30% | services unit (NJRES) and dropped 40% in  link between customer usage and the utili-
nok Value 6.5% B5% 8.0% ; h h Y ;
the retail business Revenues declined in  ty's profits This feature will allow custom-
Fizcal | QUARTERLY REVERUES hmlil} A | Ul b a1p three segments due to lower customer ers to conserve cnergy while addressing
Engs {Decdl Mar3t Juad Sepd0) voor i usage at NJNG and lower sales at NJRES, the company's utility profit margin varia:
2004 {6430 1037 4385 4144 1203361 which was the result of lower natural pas tions due to weather and customer usage
2005|8640 1065 5443 BB4E 3UMB3| nijces and higher pipeline transportation The wholesale encrgy services pro-
2000 1%2‘:5 }gg‘; 5361 gg‘;g giggﬁ costs due to infrastructure damage from vider is on track to leverage its trans-
ggg; k105 1000 ggg 630 Jsgg zﬁegionai hurricanes ‘ - portatiun. an‘d storage lcapacity to
ven so, we look for a modest in- manage sales to its energy company
flscal | EARNINGSPERSHARE A8 | Full i vreage for share earnings, both this customers. The portfolio maintains physi-
Ends |Dec3! Mar3t Jund0 Sepdl| veor ! vear and next. NING added about cal asset contracts across the North Amer-
04 | 87 382 06 d2 ) 2551 70,000 new customers per year in 2005 ican continent and its varied weather
05 | o 1B 07T d17 ) 2651 and 2006 through new housing apree- areas The portfolio's value increases when
%33? }g% %;‘é 5}]; g;g %gg ments and customer cenversions {rom there are natural gas price differences in
5008 | 125 207 dp4  dzs | 300 other fuels We anticipate this annual new these different regions. In maintaining
. r - - ~— customer growth rate trend will continue  and trading this poertfolio. we think that
cal- | OQUARTERLYDMIDENDSPAID ®s | Full | According to the company. the customer NJRES's custorners will receive better
endor |Mard! Jundd Sep.30 Beedt| Vear: yopyeh rate should increase natural gas  pricing on these commodities.
2003 | H ox W 1241 sales volume by 15 billlon cubic feet an- We think this company will be able to
004 | 35 35 I 3B f 1300 nually over the next two years and add register steady growth. Even so, the
05 M WU 3 1) 340 million In new utility revenues per stock is untimely and is trading at the top
gggg gg % 3% 3% 144 year Natural gas is being used in 95% of of our 3- to 5- year price target.
new construction due to its elliciency and Ernzo DiCostanzo March 16, 2007
1#\} Figcat year ends Sept, 30th, Apiil, July. and Oclober » Dividend relnvest- | (£} in millions, adjusted for split Comzany‘s Flnanciat Strength A
B} Dilitec eamings Nex! aamings report due | mant plan avallable. Stock's Price Slability 160
late April. Includes regulatory assels in 2006: $323 0 Price Growth Persistence B85

Earnings Prodictabllity 95
To subscribe call 1-800-833-0046.
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Institutional Declstons JHs VAR
WAl 0 dQIo I _
ar 7 e e e T
hochwy_uaszb_rasss_vaast | ™ * it il AT By 1012 w2
19917 1902199371994 1995 | 1896 | 1997 {1998 { 1999 | 20060 {2001 12002 | 2003 | 2004 ; 2005 (2006 | 2007 | 2008 | “VALUE LINE PUB. IRC{ 1012
16741 446 1815 183031 16502| $6B6| 1582 1877 BA7| 2109: 2578 | 2507 | 2357 § 2569 ¢ J30¢| 3711| 3635% 3830 [Revenues persh 44.85

257 35| 374 50| 341 36| 372] M 3y2| 368G 386 365 dAh 32 4M| 485 4E0j 515 |"CashFlow"persh 595

&7 T4 174 163 161 197 t76 02 18] 171 188 162 176 186 211 229 240 255 [Eanings persh A 295

343 A8 14T AT 18] 1208 122 4231 42| 25| 426§ 127 130 1321 138 144 1,50 |Div'ds Bect'd persh 2« 1.8

3581 313 361 423 3921 TI] SLT| 40| 4Ve: 4| 343 3 4507 582 348 3% TIE5|  3.85 |Cap't Spending persh 185

12231 124 1308| 1363 455| 1537| 1662 | 1659 | 1742 57.93 | 1B56 | 5888 | 1952 | 2064 | 2028 | 2186 2270 23.55 [Book Value per sh 2885
TTEB Y 1046 | 15.07| 0.3 20041 2056 | 2785 | 44851 2500 5.3 1 29.23 | 2509 | 2504 | 2TEG | G158 | 4798 | 21501 2155 |Commen Shs Ouist'g © | 2400
26.1 26 128 30 128 T 14471 267 145 124 1249 e 1681 T HA 16.3 | Boid tiglros are | Avg Ann'TPIE Ratio 164
178 164 78 85 B 13 83 138 83 81 b6 ] ] 88 81 89 VaivelLine Relative F/E Ratio 1.05
59%( 57% | 5a% ! GE% | 57% | S52% ! 48% | A5% | 50% | RG% [ S1% ) A5% | 46% | 42 ] 3% 3v% | TP avg Aanl Givid Yietd 18%
CAPITAL S5TRUCTURE as of 12/31/06 36181 4367 4558 5321 | 6503 | o414 6113 | TO76 | 9105146432 | 1000 1050 |Revenues (Smill) 1368
Total Debt S646.6 mill Duain 5 Yrs $251.7 mip £33 273 449 478 802 4384 460 505 | smi1 634 660 70.0 |NetProfit (Smhi) §5.0
LTDebt $517 0mil - LT Interest 31 0 enlf UG | 0% | Fo4% | I5.0% | 35A% | 34 0% | 381% | 3 4% | 350% | 353% | J6.4% | 965% [Income Tax Rate 5%
{Total Inlerest coverage: 3 4x) 149% | 66% | 99%  O0% | TT% | 6% | V5% | 7% | 54% | 53% | 6.6% 0.7% |NetProfit Margin _ 6.6%
460% | 450% | 46.0% | 459% | 43.0% | 476% | 4G7% |460% | 470% | 464% | 470% | 47.0% [Long-Term DebtRatio | 48.0%
Penstor Assets-12/35 $236 mil 48.0% | 50.6% i 40.9% | 50.9% 1 532% | 51.5% | 50.3% | 54.0% | 530% | 53.6% | 53.0% | 53.0% |Common Equity Ralie 52.0%
Obllg. 5269 mil HBD | B156 (| 8615 8878 | BEG.5 [ 9373 (100G | 40525 [ 11084 | 1165 | 150 ¢ 1175 Total Capital ($mill) 1350
Pld Stack Nong 82751 8047 | 8058 | 834D | 9850 | 9956 {12058 | 13184 | 13704 § 44254 | 1475 | 1525 INet Plant (Sl 1600
Common Stock 27.256.341 shs Td% | 50% | 68% ) 0% | 6%o | 58% | S57% | 58% | 65%, 78%| 70%| 7.0% {ReturnonTolal Capd 0%
a5 of 2023007 07% ] 61% | 97% | 98% | 100% | 89% | 9.4% | BS% | 99% | 106% | f05% | 170% {Returnon She Equity | 120%
MARKET CAP $% 2 bilien {Mid Cap) 110% j 6.0% | 99% | 108% | 102% | 85% ! 8.0% | Bo% | 9.9% ! 106% | 16.5% | 11.0% [Returnon Com Egulty 12.0%
36% | NMF] 28% 1 31% | 35% | 18% | 28% | 27% | 3Vhi 42% | 40% | 45% [RetolnedtoComEy 5.0%
CUR&IF&TPDSETIGN paihig) 2005 SAMIOG L T0% | 118% | T4k 0% | 6T% | V0% | 2% | 69% 63% | 1% | 606% | 59% |AHDiv'dg to Net Prof 6%
Cash Assels . 71 58 | BUSINESS: Northwest Natwrat Gas Co distribules natural gos al  Pipeline syslem 1o bring gas 1o markel. Owns local undatgtound
Other 2318 3166 30301 ralal 1o 80 communilies, 636,000 customers, in Oregon (90% of storage Rev breakdown: residential. 55%; commercial. 28%; in-
Current Assets 231 3237 3688 | custs) and in southwest Washinglon state. Principat cilies servad:  duslisl, gas transportalion, and ether, 17%, Employs 1,200 Bar-
Acgls Payable 1025 1353 1136 | Pediand and Eugene. OR; Vancouver, WA Service area popula-  clays owns § 2% of shares; insiders, 1% (406 praxy). CEQ: Mark
Dot Due 125 13T 1288\ yon 24 mill (77% in OR). Company buys gas supply from Canadi- S, Dodson Inc.: OR Address: 220 NW 2nd Ava, Porland. OR
Curren! Liab '—23—7'5 396 E -3-4"1"5 an and U.S. producers; has lransperation righls on Norhwes! 97209, Tel.: 503-226-4211. intesnel: www.nwnalural.com.
Fx. Chg, Cov. 316% 340% _346% | Northwest posted solid earnings its work reorganization This plan entails
ANNUAL RATES  Past Past Est'd'03-05; prowth in the last quarter of 2006 ... outsourcing most new construction and
gchaﬂue(wsh) 19:%0/ 5;{%-,/ “;11([')';1 The prior-year period sulfered [rom about some administrative work, and standard-
v i8¢ 55 gk | 3006 a share in unususal litigation ex- lzing and centralizing some functions. The
Eamings 15% 50% 70% | penses. Still, fourth-quarter earnings rose company also plans to set up a new sales-
Dividends ;9:,:, 10”.# gg%ﬁ around 9%. excluding the prior-year period force for the conversion market
Book Valus 0% 35% 3% | charge Northwest's customer count con- Suburban growth and other projects
Cal | CQUARTERLYREVENUES (§aill) | pui | tinued to grow at a 3% clip. about twice should keep earnings growing at a
endar |Mardt Jund0 Sepdd Decdl: Year | the industry average Operation and better-than average industry pace.
2004 [2545 1097 814 2620 [ 7076 { maintenance costs declined 1%, after Over the next 10 years, the Portland
2006 P30B7 1537 1067 3414 | 9108 severance costs, as the companys work mewrs gevernment will move its urban
2606 13304 1710 1149 3389 1132 reorganization plan started to taﬂ’e effect growth boundary out to the southeast of
07 1380 W0 10 346 (100 | 1y D06, the company earned $222 a the city opening a large new territory for
2008 1300 180 120 360 |#050 | chare, before severance tosts and mark-to- natural gas service Planners lorecast that
cal EARNINGS PER SHARE A Full | market accounting for derivatives {$32.29 a some towns in this area will grow by over
andar |Mar3! Jund) Sepd0 Decdt| Year | share overall) 500% by 2015 with new. higher-density
004 | 124 403 d30 95 | 186 - and the momentum will likely con- zoning A new interstate pipeline project
005 | 44 B4 d31 B 2Y) tinue through at least 2008. For 20 could also put to work over $100 miﬂlon of
06 1 148 07 d35 103 | 2281 years, Northwest has logged about twice capital. at a pood, FERC-regulated rate of
007 | 156 06 d33 111} 240 the averapge industry customer growth, return, and NWN will probably benefit
2008 ¢ 164 .07 d3 117 | 255} 4ng we see no reasor why that won't con- from the construction of at least one new
Cal. | QUARTERLYDVIDEKBSPAID®s | puil | tinue for the foreseeable” future Natural liguefied natural gas terminal in its area.
endar |Mard? Jun3d Sep.d0 Decdil Yeor | gas came to the Portland area rather late. These neutrally ranked, top-quality
003 | 315 M5 315 325 | 127| in the 1850s, giving Northwest ample con- shares have below average total-
004 [ 325 35 36 335 | 130 version opportunities And the company return potential Earnings and divi-
W05 ¢ 326 35 3 M5 | 132} has aver a B0% share of new residential dends wili likely grow faster than industry
2006 1 345 35 36 35§ 139 heating We anticipate further pains on  averapes, but the current yield is modest,
007 1 356 the cost slde, too, as Northwest completes  Sigourney B Romaine March 16, 2007
{A} Diluted eamings per shate. Exchudes non- | mid-May, mid-August, and mid-November Company's Financlaj Strength A
recuming galn: 98, $0.15; '00. S0.11 Mext [ = Div'd relnvestment plan availabla, Stock's Price Stabllity 100
eamnings raport due eatly Ma {C) in milllons, adjusted for stock split Price Growth Persistence 58
{B) Dividends historically pairL’n mid-Fabruary, Earnlngs Pradictabllity 80
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1991 ] 159271953 1054 | 1995 [ 1996 1997 | 1998 : 1998 | 2000 | 2001 2002 | 2003 | 2004 ;2005 | 2006 | 2007 | 2008 | ©VALUE LINE PUB. ING] 10-12
1295 27| t481| 14847 1753 2246 2069 | 2906 2583 | 192038 | 19338 § 3463 | M50 | 5747 | 130.56 | 108.88 { 108.70 | 10515 |Revenues persh A 107.70
138 1481 161 1621 172 23p) 238 279 33| A6 4330 378] IR 4u 470 473 500] 815 {"Cash Fiow" per sh 5.55
&7 3 72 o7 79 o7 107§ 12| 1030 148 $237 129 213 23} 255) 2431 260 275 EamingspershA® 105
4 A8 53 56 56 58 &0 60 62 62 62 52 .69 B8 108| 1.2 1.36 1.44 iDiv'ds Decl'd per shCw 1.60
21b 13 162 HE] -- 164 181 477 340 527 569 347 226 783 257 340 3.50 3.5% |Cap'l Spending per sh 35
6.51 664| GB2| &M 74897 761 B 54) 9Bt 111v] 208 ) 2247 ) 13.04 7 1549 ) 18381 2002 24.75) 2210 |Book Value pershE 2185
53241 B326| b3.g7) D338 | S494| H4PZ| GH6.36| 6440 6407 ) SATT G000 | EG76 | 9549 | 104707 G7E53 110.68 | 11500 | 120.00 |Common Shs Oulst'g® | 130.00
0a 128 143 4.6 1.8 124 138 164 H¥) 1045 59 150 92 104 119 146 | Bold figlres ere | Avg Ann’l PIE Ralio 150
59 8 B 2 B0 18 B 85 87 Bl B 82 52 Rt ik} 8 Valu;Lin Relative PIE Ratle 100
7% | 82| 5% | son| 5o% | 4o | arn | 3a% ] 40% | a0m | % | s | as% | a7 | 3s%| a4%| VP |avgAweiDvdvied | 25%
CAPITAL STRUCTURE as of 12131108 1161.5 | 10354 | 1842.8 | 6542.9 | 68034 | 2104 3 | 2999.0 | 59081 12748.7 (120520 | 12500 | 13100 |Revenues {Smnif}A 14000
Tota Deb134055.0 mill Dueln 5¥rs 31492 5mill § 4759 | 46.6% | 19.0% | 7% | 76% [ 247% [202% | 14.3% | 65% | 67| 748% | 7.0% {Cporating Margln 8.0%
ﬁ?g‘iﬁlg;‘fﬁ“*’m’" _‘;TD‘;‘)‘“’“S‘ fggii{‘g’; o | TETIOTT| 17 W34 | T573| W78 | 1609 | 7| 34| 25| 245|235 [Deprechalion il P
Oliniarest caverage: P L san| 1018 | 1064 | 1456 | s3ma | 1139 | 2065 | 2422 | o154 | 20s2l 30| 345 [Net Proft(smill 410
Panslon Assets-12/06 $710.4 mill Obllg. 58330 | 370% | 355% | 38.7% ] 383% | 36.8% | 463% [ 40.1% [ 382%  440% | 387% | 38.0% | 37 0% |Income Tax Rale 0%
il 51% | 55% | 58% | 2% | 2.0% : 56% | B3% | 4% | 22% | 23% 1 25%{ Z26% Net Profit Margin 29%
Pfd Stock Nong 182 [ 1227 { di043 [ d2104 | 2554 | d940 ; dM61 [d396.0 [ 43895 [ 11744 { 1000 900 [Working Cap'l {$mil}} 750
3282 | 31241 BI07 | 14732 {14980 | $5%4 1 319786 {15432 [ 20241140309 4960 | 4200 |Long-Term Debt {$mil)) 4500
Common Stock 110,847 455 shs 4626 | 11689 | 44745 | 1225.0 | 1265.3 | 53658 | 12414 | 16057 | 1794.8 1 26,0 | #500 | 2650 | Shr. Exuily {Smif) 3100
as of 143107 5% | TO% ] G4% | BO% | T2% | BB% | T8% | 92% | B3I 04% | 65% | 70% |Returnon Total Cap'l 1.9%
128% | B.0%  91% | 11.9% | 11.0% | B7% | 165% | 151% | 153% | 126% | 125% | 13.6% |Relurn on Shr, Equily 13.0%
MARKET CAP: 54.5 bilion {(Mid Cap) 58% | TB%{ 50% | 114% | 5.2% | 33% | 105% | 98% | 0% | 64% | 65% | 6.5% {Relalned o Com Eqg 7.0%
CU?&E&E POSITION 2004 2005 1203106 | 47% | 54% 1 72% | AB% | 53% | 63% | 34% | 37% | d0% | 48% | 50% ) 49% AN Divds te Nat Prof 48%
Cash Asspls g5 73 G8 BUSINESS: ONECK inc is o diversified energy company thal pur-  Pariners. Has 4,536 employees. Officers and direclors own approx-
Receivables 14324 22029 13465 | chases, transports. and disiibutes natural gas ONEOK has over 2 imately 13% of common slock; Barciays Globat Inveslors, 6.4%
!Oﬂl\.'heenrlcry {Avg Cst) ﬁ%?g 13;&2 gggg milllen distribulion cuslomers in Oklahoma, Kansas, and Texas  (4/06 Proxy) Chairman: David L Kyle Chief Executive Officer
Curent Assets m A58 3’2378”6 Sold production segmgnl, ‘9!(}5‘ Sold gathering and processing. nat-  John W, Gibson President: mees C Kneale Incorpurated; Chla-
Accls Payatle 11854 47563 1077 | ural gas liqulds, and pipelines end storage assets to ONEOK Part-  homa. Address: 106 West Filth Steet, Tulsa. Oklahoma 74103,
Debl Dué 855 154B0 24 4 | ners, 4/06. Currently has 45.7% ownership interest in ONEOK  Teiephone: 918-588-7000, Internel: www.oneck.com,
81::;“[ Liab. % %%%ﬁ% % ONEOK reported solid overall per- leadership change. David Kyle relin-

quished his position as president and CEQ
at the beginning of the year He will stay

ﬁ;“;“;ﬁﬁéf““’ ’%ms'% 5;’3’% o ,*"5;,3 achievements of the prior year Strong re- on as chalrman untll 2008 John W, Gib-
“Cash Flow" 100% 45% 35% | sults at ONEOK Partners (in which the son, who had served as president and chiel
E_ar;jingé 1%3:;’5 1‘_}%:’!} ;g;/g company has a 45.7% interest) supported operating officer of ONEOK Partners, is
Bg’okﬂé‘aﬁm B5% 00%  5g% | the bottom line. as the partnerships now the CEO. Former vice president and
Gathering and Processing operations CFQO James C. Kneale is now serving as
G- MQUARTERLYREVEWES“S?'}M Fult | henefited from relatively high commodity president
endar |Mar31 Jun.3p Sep.30 Decdt| Year i ooiooq and wider processing spreads The ONEOK has taken a calculated risk.
2004 130309 6321 17268 25983 | 5988 9| Fnergy Serviees business also performed Long-term debt increased considerably
gggg ggﬁé 515?3 géggg ggggg gg‘ég; well. thanks to higher transportation mar- with the purchase of ONEOK Partners,
2007 |36op 2760 goo6 3950 faspp | BINS We anticipate modest growth in reve- and the debt to equity ratio now approxi-
2008 |38p0 2000 p5p 30 faggp ¢ Nues and earndops per share in 2007, mates I8x This ligure should fall going
NINGS PER SHARE which may well continue to be the case forward, as growth in shareholders’ equity
O | neg3t| S} through 2010-2012 will probably oulstrip that of long-lterm
endar jaral Jundy stged Jeectl Yesti gNEOK announced a dividend in- debt However, it will take time for the
gggg 16 ;7 };g gg 2301 crease in late January Starting with balance sheet to normalize, likely preclud-
2006 1?; 33 Y s ggg the February payout. OKE is now paying a ing any big moves in the meantime QKE's
2007 | 120 45 30 .65 | 29| dividend of 3034 per share This comes as natural gas hedging activities ensure a
208 | 425 s 3 70 | 275| nme surprise. considering the companys minimum level of profitability.
CUARTERLY DIVIDENDS BAID & history of dividend increases and the sig- ONEQK shares are ranked to lag the
535' 5"" nificant free cash flow generated last year. broader market for the coming six to
erdar Mar3t Jun.30 Sepd0 Decdt; Year | rp;q pattern is encouraging, and we expect 12 months. Moreover. the company's
0 47 7 7 B 6% the payout will continue to grow in the growth prospects appear limited to 2010-
gggg 12 21 %g gg 1-53 coming years, although perhaps at a more 2012 Thus, the stock’s appreciation poten-
2606 %B ;2;3 3 7 122 moderate rate. tial is below average for this timeframe.
007 | a4 ““!{ The company recently completed a Michael F Napoli March 16, 2007

|A) Fiscal year moved 1o a calendar year, be-

ginning
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1597 | 1092 [ 1993 | 1904 {1995 [ 1596 1997 | 1998 | 1858 | 2000 [ 2001 12002 | 2003 | 2004 | 2005 [2006 | 2007 | 2068 | © VALUE [INE PUB. TNC] 10-12
832| 810 1057 10821 876] 3658| 1284 | 1245 ) 1097] 1301 706 1257 | 114 | 1985 | 2285 | 2580 | 27.40| 2675 {Revenuespersh A 15
1] 107] 1] 1131 25| sa9) te2| 172 470 17| ¥es| 481| 2061 231 | 243] 250| 260| 279 |"Gash Flow" persh 100
44 0 73 68 73 3 93 9 9 10| i 9 111 sEr| 1321 121| 140| 145 |Earnings persh @ 155
440 45| e8| 51 s4| 57| ] sa| e8| sl sl 82 85| oti 95| 99| 103 |Divde Decldpersh Cu | 115
T3 TR YRR VeS| VR TR VI 148 | V8| eS| VAT AT | 116 V85| UERTUITT 165 | 275 |Gap) Spending pef sh 7%
483 513) 545] 568) 616) 653) 695 v45] 786} 826) 863 B9t 936, 9145 1453 11.83] 1206) 1240 |Book Value persh ® 13.40
JG48) BIE| 5230 Gaib | 7BV Rui0| o039 | 5148 | EIEETE3E3 T 6493 | 66.30 | b3 | J6b7 | 7600 | 7461| 10| 73,00 |Comman Shs Outstg €| T80
WA A | T AW e | I W T AT 66 | 378 | 194 | Buid figpres ere | Avg AN PIE Hallo 770
104 50 w1 | 82| 7| 8| S| s0V| B3| 86| iBi] 95| 881 85| 102| Vewstie  |Ralative PIERatlc 130
B.O% | 53% 1 43% | 48% | 54% | 0% | 4% | 40% 1 4% | 5.0% | 45% | 46% | 44% | 419 1 38%] 3% " | Avg Ane'l Divid Yield 1.5%
CAPITAL STRUGTURE as of 10/31/05 155 | 18531 G865 [ 8304 | 11079 | 8320 11220 (15297 1 17611 | 18267 ] 2000 2100 |Revenues (Smil) A 2400
Totat Debt SS95.0 il Due bn 5 Yrs $150.0 mil 852 503 SB2| 840 655 | 622 T4 | 952 1013 | 957 |  105| 105 |Net Profit{$mifl 1
L&?{;":jg%ﬁmﬁ apaiprest SS0.0MI 0T | T0% | 397% | B 7% | % | Ba.1% | MB% | 351 | 337% | 350% | 950% | 96.0% |Income Tax Rale 36.0%
fw,) S165] eRmec: 85 ) | rew | ea% | 7w | 5w | 7e% | 61% | S2% | 5B% | 50% 1 52%| 54% |NotProfit Margin 50%
576% | A4 1% | 46.2% | 4B 1% | 476% | 43.5% | 424% | 435% | 414% | 483% | 49.0% | 50.0% [Long-Term DebiRakio | 49.0%
Panslon Assets-10/06 5211 9 mil 52.4% | 55.3% | 53.8% | 53.9% | 524% | 56.9% | 57.8% | 55.4% | 58.6% | 51.7% | 51.0% | 50.0% ICommon Equity Ratie | 51.0%
Gty S236 ImM [EG0R| 8333 [ 9147 | 9784 | 10594 | 10516 [ 10802 [ V5449 (#5092 [VVORD | 55| 1HT0 [Total Copite} [Smill) 180
b1t Stock None G417 | 9906 | 1047.0 | 10720 | 11447 | 11565 | 1812.3 | 18498 | 1930, | 20750 | 2100 | 2150 |Net Plant (Smilh 2350
9% | 9%% | Bi% | B3% | TO% | TB% | B6% | TR% | 8% | Ti%| 70%: 75% |RetwnonTotal Capt 70%
Comemon Stock 74.605.750 shs 131% | 132% | $38% | 121% § 117% [ 10.6% | 118% [ 994% [ 115% | 110%  715% | #1.5% [Relurn on Shr Equily 115%
as of 1/8/07 13.4% | 13.2% | $5.8% | 124% § 14.7% | 106% | 14.8% | 15.9% | 14.8% | 1.0% | 11.5% | 11.5% |Retum onComSqulty | 11.5%
MARKET CAP: $1.9 billion (Mid Cap) A8% | 4T% | 33% | S5% | 0% | 10 | ai% | 37% | 36% | 20% | 5% 1 J.5% |Reined o Com Eq 0%
cu;{z&rm POSITION 2004 2005 1043306 | 65% | 65% | 72% | 7151 5% | B3% | 74% | 66% | B6% | 746% | 72% | 70% [ANDivds to Net Prof 4%

Cash Assats 57 T 80| BUSINESS: Piedmont Nelural Gas Company is primanly & regu- 87 years. Non-regulaled eperations: sale of gas-powered heating
her L3295 4978 _4B7.1: ated nalural gas disbibulor, serving over 1.016,000 customers in  equipmenl; natural gas brokering: propane sales, Has ebout 2,051
Current Assels 3352 TB049 TATED § Nonh Carofina, South Coroling, and Tennessee. 2005 revenue mic:  employees Olficers & directors gwn less than 1% of common slock
Accts Payable 896 1828  BO3 i residential (44%), commercial (26%), industrial (14%), ather {19%). (407 proxy). Chairman, CEC, & President: Thomas £ Skains Ina.:
Bg?etruue 13%‘? fggg gg? Prncipal suppliers: Transco and Tennessee Pipeline Gas costs:  NC Addr: 4720 Piedment Row Drive. Chadotie. NG 28210, Tele-
- - . o, Y o 2, H . . 3 i
Cument Liab “i067 5286 ~Acn4 | [2B% of revenues, 05 deprec. rale: 3.5%. Estimaled plant age:  phone: 704-731-4226, Internel: www.piadmoning.com.
Fix. Chg. Cov. 378% 400% 325% | We expect Piedmont Natural Gas’' which will facilitate obtaining capital for
ANNUALHATES Past  Past Est'd'04-06| eaxrnings for the first quarter of fiscal future inlrastructure expenditures
olchargofporsh) 0¥ S¥m. M2 | 2007 (ends October 31st) to rise by Piedmont’s joint venture is perform-
Rovenuss - I ME 588 | $0.02 a share. Customers continue to Be ing well. Piedmont Energys 30% equity
Eamings §6% 50% 20% |added in Piedmont's North Carolina. interest in SouthStar Energy services, a
Dividends 2p B0 40% | South Carolina, and Tennessee service Georgla-based unregulated retail natural
oo yaue 65% 68% 29% | areas In addition to South Carolina's in- pas marketer, earned $229 million of
Fscal | QUARTERLYREVENUES (s mill)# | Full | ereased large-volume customers, the 2006 PNY's $29.9 million overall joint venture
gnds [Jand1 Aprd) Juld Octdt) voar| Rate Stabilization Ace filing was settled  pretax earnings in fiscal 2008 We expect
2004 (BIER 4824 2147 2138 15297 Both of these factors should increase mar-  similar results to continue due to growth
2005 (GEDE 5080 2329 3396 |M76111 gins. We expect earnings for the full fiscal In joint markets.
2006 19214 4832 2379 2827 M9MT) year to rise 10%, to $1 40 a share. That's ¥n the three-state service area of the
2007 1900 550 260 300 12000 | the midpoint of Piedmont's target of $1.35- Carolinas and Tennessee, the overall
2008 |928 578 WS 325 ¢O0 | gy 45 customer growth rate was 3.5% in
Fiscal |  EARHINGSPERSHARE A3F | Juil | The Public Service Commission of 2006. The gas distributlon system serves a
Ends [Jan3t Apr30 JulH Geld | yeor | South Carolina approved a gas cost million customers company-wide with an
2004 1 103 M dil 421 | 127 hedging plan for the purpose of cost increase last year of a near record 34,400
05 | 83 52 d06 407 | 132| stabilization. The plan tarpets 30% to The growth rate is among the highest in
006 | o4 87 di6 OB | 127) g09% of annual normalized sales volumes the nation for natural gas distribution
07 | 96 58 d05 405 | 140| Any henefits recognized are deemed to be companies A record was set in 2008 for
2008 | 95, .60 06 d0d | 1.45 r‘e(ﬁ:lctiens in gas cost and are refunded to  residential construction customer prowth
Cal- | UUARTERLY DIVIDENDSPAD S | rul | Sputh Carclina customers in rates. Untimely Piedmont stock offers an at-
endar |Mar3t Jund0 Sepd0 Decdi| Year| The capitalization ratios of 48% long. tractive yield. Investors should note that
2003 | 20 08 208 A8 E2| term debt and 52% common equity the company offers a 5% discount on divi-
2004 | 208 H5 N5 25 85| were both in the target ranges, dend reinvestment. Good dividend growth
005 (28 B A3 B 911 Maintaining sufficient cash flows and over the next 3 to 5 - years should produce
weE 1w oM A M 95| achieving this capital structure will allow worthwhile total return over that time
e PNY to have an attractive credit rating, Enzo DiCostanzo March 16, 2007
iA Fiscal year ends Oclober 31st. {C) Dividerals historically paid mid-January. 54,0 million, S¢/share. : Company's Financlal Streagth B4+
B) Diluted eamings. Excl, exiraordinary ftem: | Aprl, July, Gelober, E} In mitfinns, adjusted for slock splits Stock's Price Stabllity 100
"00, B¢, Excl. nonrecurring charge: '87. 2¢ # Divid reinvest, plan avaiiable; 5% discount F} Quarters may nol add to jolal due 1o Price Growth Perslstence 75
Next eamings report due early May {D} includes deferred charges Al 10/3405: change In shares cilstanding Earnings Predictabllity 80
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REGENT PE Tralling: 17.1 \: RELATIVE VD (y
QUESTAR CORP. st mae 83,70 [vino 15.8 Gaes 62 penin 0.87 70 1.1%
High:i 207 224 2243 198 31§ 338 285, 3655| 521 896 90| 863
wmeLness 3 wewinn | FBV) 207) Y| L1 33| 15| JRe| Bo| Ro| B4 B3| | %o 21{?3‘ ';'{,‘;‘? Rzaé‘f’f
SAFETY 3 toweections | LEGENDS
5 T s e o 160
TECHNICAL 3 tomscgar | ded by brciost Rox 0
BETA 80 {500 = Markey) 2403 sll w5 166
207012 PROJECTIONS | "Shaoed rep ndicats rmeessin 70 MNP PR AN MY oL LT 8
Ann Totsl LK 112 el IRRREE re .
Price  Gain ~ Return pré 60
High 90 (#10%) 3% b 50
low 60 (-30% -7% - i 40
insider Declslons e oy s et ! 10
AMJJASOQORD l ! ! dill%llll“ . X ‘n' |
wByy G095 000D0GCD e ey bl $ 2
Opees 2 102300 2 2M b S R W 15
psel 200152014 T"“"-'mf" R v t ot % YOT RETURN 267 |
Institullonal Decislons R ST [ Py l m THE  VLARTTH.
W06 W O | parant 12 N2 o, S A STOEK INDEX
1o Buy 173 128 1B5 | shares 8 I T 1yr Bz 120
oSl 149 170 161! iraded 4 - — | | Iy 1454 A4
Hidsithdy 69733 61371 8aN7 il Sy 31T 88.2
1997 [ 1952|1993 [ 1994|1855 | 1086 ] 1997 [ 1998 | 1989 | 2000 | 2001 | 2002 12003 [ 2004 | 2005 | 2006 | 2007 {2008 | © VALUE LINE PUB, JNe] 16-13
405, 766| 822 B23| 798| 007( 1i36| 1B87| 1135 1567 | 1766 | W63 | 1750 | 2245 ] 3194 | 3301| 3525| 2300 |Rovenues persh 070
172 191| 28] 223] 22| 253| 284| 73| 208 356) 38| 442 455 | 5261 687| 87| 10| 020 |"CashFlow” porsh 8.5
g2| e0% tes| 108t 98| 20| 127 $ 0 115] 174 54 {474) 213 [ 267 30867 4U3| 520[ 515 Eorningspersh A 470
51 52| 55| s7] s8| ol e2] e8| a7i 89| ei 73] B 85| ei 83| 84| .34 {DivdsDecidpersh Be § 100
TE| 273 Zob| 3AZy var| SW| 2437 518 | I G071 o6a DR [ 983 | S| EET 066 | 7106 | IT0[Cap Spending persh | 110
538| 686) 748| 808f 876 941 1030F 1063 1137 | 1226 | 1326 1288 | 1568 | 1700 | {8.46] 2588 26.15] 27.60 |Book Vaive per sh .35
855 | 7900 | B0 | B056 | G1AD | BZO5| 6244 26| GiAZ| 0047 | 8159 | W05 | €363 | B470 | 0547 | §580| 8650 B7.00 |Common hs Oulsvy © | 8400
TE VA WO WEWI WA EE | BT E | I Hs | WE IS T | T3 | 16 | Beld figtres aro |G Anl PIE Rello 160
7 78| es| w4 1.2l sof so| &Y we) 8| 68| o 84| 80 2| 86| VewolUee  Relative PIE Ratio 105
5A% | 45%h{ 33% | 37%{ 38%{ 35%( 1% 33% [ 37% | 32% | 2¥% | 28% | 25% | 24% | 3% 1zl oM Lag Al Divid Yield 3%
CAPITAL STRUCTURE as of 12/31/06 9335 | 9063 | 9242 | 12662 | 14394 {12007 {14632 {19014 | 27240 | 28356 | 3050| 2950 |Reventes (smill 20
¥ 1048 92| 960 | 1404 | 1582 | 1439 | 17921 2003 | 3361 | 43491 460 460 |NetProft (Smil) 425
I%‘é'nﬁf‘éié;?ﬁaﬁ“ ! Eﬁ:ﬂigﬁgﬁéfm I5.0% | 5% | 308% | 369% | 8% | A 1% | 364% | 96 1% | J65% | 365% | 36% | 36% lincom Tax Rate 387
(LT Inleresiearﬁeézﬂ x; Tota! inleresl.coveraga: 14.0% { 10.7% | 103% | 11% 11.0% 120% | 12.2% 121% 12.30% § 15.2% | 15.0% | 15.5% NntFroﬁlMargin 15.5%
10 5%) (32% of Captl) | 351% | 412% | 443% | 419% | 48.0% | 501% | 430% | 40.3% | J88% | 311% | 327% | 324% [Long-Term DebtRatlo | 28.4%
B0.0% | 58.8% | 557% | 5B.1% | 52.0% | 49.9% | 57.0% | 60.7% | 61.3% } 58.3% | 67.9% | 67.6% [Commen Equity Ratio | 71.1%
Panslon Assets-12/06 $314 4 mil  { TSETE {14037 { 16600 | 17055 | 20787 {22839 | 22415 [ 23720 | 25300 { 92279 | 3360 | 3550 {total Capital [Sril) 4500
Pid Stock None Obiig 4215 mil | 45317 | 17476 | 17869 | 19540 | 2585.1 | 26178 | 27695 | 20847 | 3427.5 | 409031 4250 | 4500 | Net Prent (Sl 5090
Commion Stock 85,546,432 shares 9O0% | T9%F T0% | 97% | O7% | 78% | 96% | 111% | 145% | 14.5% | 145% | 14.0% |Relom o Tolal CapT | 10.5%
as of 413507 124% | 199%  103% | 14.2% ¢ 146% | 926% | 142% | 158% | 217% | 195% | 20.5% | 19.0% |Return on Shr. Eguity 13.5%
124% | 15.9% | 10.3% | 14.2% | 14.5% | 52.6% | 14.2% 1159% | 20.7% | 195% | 20.5% | 19.0% |Retum on Com Equity | 12.5%
MARKET CAP: §7.2 biliien {L.arge Cap) 6.3%) 49% | 4% | BE% | 93% | 7a% | 9T | 110% | 6.6% | 15.9% | 17.0% | 16.0% |Relained fo Gom Eq 05
CURRENT POSITION 2004 2005 1203406 | 49% | 558% | 58% | 39% | 36% | 49% | 36% | 3% | 22% | 19% | 16% | 8% [Al Divds to Net Prof 2%

BUSINESS: Queslar Curp. is a diversified nalyrat gas holding com-
pany. Malor subsidiaries Inchede Questar Ges. a natural gas uliity
In Liiah, Wyoming, and idaho, serving over 850,000 cusiomers;
Questar Pipeline, owns slorage facitiies and over 2,500 miles of
transmission fnes serving Rocky Mounlain producing basins; Ex-
ploralion & Production (06 nor-uliity production: 129.6 bilion cubic

feet of pas equivalent; reserves al 12/31/06: 1,634 4 Bole); end En-
ergy Trading. ‘G0 depr rate: 4 8% Employs 2,188 Olficers & direc-
lers own 39% of stock; Capital Research & Mgmi., 86% (4106
Proxy) Chaimman, Pres & CEO: Keith O, Raltie. Inc ; UT Address;
180 East 100 South Sireet, .0, Box 45433, Szt Lake Cily, UT
B4145-0433. Phone: (801) 324-5000. Inlemel; www.questar.com

Cash Assels 37 134 246
Other 4833 7424 7288
Current Assels 4670 7558 7534
Accts Payable 3483 4444 4362
Debt Due 680 94 5 500
Other 1143 3u7 192.7
Current Liab. 5306 B736 G7BD
Fix. Chg. Cov, 610%  B05%  1030%
ANNUAL RATES  Pasl Past Est'd '04-°06
of change {persh} 10 ¥, 5Y¥rs, 161042
Revenues 115% 135% 10%
"Cash Flow” 85% 125% 50%
Eamings 0% 165% 3%
Dividends 40%  45% 20%
Book Value 75%  BO% 10.0%

cal- QUARTERLY REVENUES {$ nlll) Full
endar |Mard1 Jun30 Sep.30 Decdd] Year
2004 15636 3695 3502 608Y (15014
2005 |6803 5202 5829 G415 127249
006 | 9114 5962 551 1729 (28356
2007 920 678 615 840 |3050
Z008 1900 650 6RO BOD  |2950

cal- EARNINGS PER SHARE ~ Full
endar {Mar3! Jund) Sep.30 Dec3t| Year
2004 88 50 43 B5 267
2005 | 110 70 R )] 388
06 | 157 103 94 139 | 493
00T | 165 115 110 130 | S0
008 | 170 10 140 125 | 515

cal- | QUARTERLY DIVIDENDS PAID Be Eull
endar | Mar3y Jun30 Sep3l Dec.dt| Yoor
2003 185 5 25 206 78
2004 W5 15 N5 15 85
2008 25 am 225 225 89
2006 25 M5 28 23 83
2007 235

Questar Corporation’s top line im-
proved modestly in 2006, Profit margins
increased considerably and the earnings
picture was more favorable, as share net
advanced by nearly 28% Strong bottom-
line performance was a result of increased
natural gas production and higher price
realizations in the companys Exploration
and Production (E&F) business Realized
natural gas prices increased by 16% and
realized crude oil and NGL prices rose by
18%. as net income at E&P improved by
47% in 2006, Questar Pipeline also
benefited the bottom line, thanks to new
transportation revenues [rom its southern
sgstem (located in central Utah) as well as
the Overthrust Pipeline in southwestern
Wyoming However, due (o lower-than-
expected price realizations for natural gas
and oil equivalents in January and Febru-
ary, the company now forecasts share net
of $5 18-85 35 for 2007. slightly below its
previous guidance. We project earnings
per share of 3520. an increase of about
5% Nevertheless, we expect declining rev.
enues and share earnings beyond 2007, as-
suming some moderation in price realiza-
tions later in the decade

The company will continue to invest
in its E&P business in the current
year. Questar drilled 51 wells at the
Pinedale Anticline in 2006 and appears
likely te drill another 45-48 wells in 2007
Investments at Pinedale are important. as
it comprises about 30% of E&Ps prod-
uction. Total E&P production increased by
roughly 13% in 2006. Growth may slow
this year, as we look for a production ad-
vance in the mid-single digits

Questar E&¥P has engaged in an ag-
gressive hedging policy Last year. nat-
ural gas hedges benefited the top line by
$53 7 million. more than olfsetting the
$18 6 million reduction in revenues from
the use of oil hedges. This stratepy shields
the company [rom declines in commuodity
prices. and provides for a smoother income
strearn  However, this can serve to limit
upside potential, as well,

Questar shares have fallen a notch in
Timeliness, to 3 {Average). Moreover.
prospects for growth are limited. Appreci-
atlon potential is below average to 2010-
2012, as the shares currently trade within

our Target Price Range
Michael F. Napoli March 16, 2007

[A} Based un average shares outstanding

through

'85, then diuted, Exchudes net non-

25¢; '69. 040¢; ‘02, 14¢; '05. d12¢; ‘06, 14¢
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Excludes gansflosses from sale of invest
ments: ‘99, 45¢; '00. 20¢; 03, d7¢ Nexl sam-
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RECENT PE Traifing: §72 | RELATIVE avD 0/
SOUTH JERSEY lNDs, NYSE.g)i  |PREE 33.74 |0 12.7(Msdian: §£.ﬂ) rienano 0,700 2,9%
. igh: ) 353
nweumess 3 rsosom | POV 23) B30 10| 08 1331 18 ¥ B B ¥o| B3| 53 Target Price Range
SAFETY 2 lmocd 4 | LEGENDS
3 " - éigf!:dmmlm:?és I%le 50
TECHNICAL 3 loct 12507 e by Intiest o o o
BETA .70 {100« Maken} 2401 spil 75 AR IS I I NI LLILCE LCIrr o
201042 FROJECTIONS O.E‘fllg‘t}:‘d a?ea indicates rocession N 40
Anp't Total ) b 20
Woh AL (cav Yed e TR 25
A IR i = s
Insider Docislons PPPORTS) bt STLE Zony 1 15
AR JGASOND. | gy et RS
Wiy 00000001 0| amimmti T : - S NP : 10
Qplens G ¢ 0O000Q0 e R I N T e 75
sl 0 GO0 CGCOOQOODOO % Tt RETURN 207
instiutional Decisions | s%‘éﬂ \n;dgg;‘u.
¥
sy Cw Uw Ul e o o
mfmoe) 15705 15741 1suag | oo 2 T A T e Jﬂ Sy, 1M1 B82
1991 | 1992 | 19931994 | 1995 1 1996 1957 | 1998 [ 1599 | 2000 | 2001 {2002 | 2003 [2004 | 2005 | 2006 | 20607 | 2008 | © VALUELIE PUB, MC] 10-12
1540 16671 1703 1745| 1650} 1652 4648 | 2089| 1750 2243 3820} 2056 | 2634 | 2951 | 31781 2085 | 3275 3435 |Revenues persh 810
130] 156] 154 135 1e8] 154 w0 | 14| 184 195 190§ 292 | 2| 24| 2811 239| 65| 285 |“CashFlow” persh 430
Bl 4 | 61 g3 65| 86| e4] 104] 108) 115 12| 13| 1% | 1M{ 46| 270| 290 |Eamingspersh A 130
JMlomip | | ey g g | g2 w4l s | me| Be] 92| 98| 1.05|bivdsDettdpersh Be| 12p
U] T6a] T87| 193| Z0BY IGT] FA| 308 | 219 221 | cT8Z| 347 236 | 267 | 3211 I5Z] 270| 400 |Cap|Spending per sh 340
677) 695 747] 723) 1) sma] e43) @) 6747 vas| vt 967 | 1196 | 1241 ) 350! 1542] 16.05] 155 Book Valvepersh® 1855
848 | G60OETT 2143 | AR | AR UHE| HES | 2230 | 2300 | dNa | R ARG | 2808 | 23.00 | 29.60 | J0.00 |Comman Shs Oblstg B | 1.0
WE| fa2| 15E] 63| 122| 33| 38| 212| 43| 58T 1A 13| ¥ | 188 | 1K Beld figbres rra |AVG AT BTG Ratip TN
93| B0 @3 406 B2y 3] me| 10y 78y 5| 0| v 5] 4| 88| B1| Velselthe  {Relative PIE Ratio 55
TE% | B6%| 50% ) TA%| 7% | 64| 6% | 5% | 5A% | 52% | 4% | 46% | 3% D 37% | 30% | 22% ] "™ Avg Ann'i Divid Yield 3.3%
CAFITAL STRUCTURE as of 12/31/06 3485 | 4502| 325 5159 8373 | 5051 | 6958 | 6199 | 9210 9039] 978|030 |Revenues (Smill) 1200
Total Debt $555.0 mil Dua In 5 Yrs $232.5 mil 184 138] 2200 M7 268 84| 361 43p| 488| 7211 808 850 |Net Proft (Smi) 100
LT?';%"t“ﬁ“m*“ _'52"“”"5‘52‘“'“"‘ TG | A6 2% | AR [T | 20% | 414% | 406% | 405% | AT5% | 4B7% | 405% | 4054 |income Tax Rate A
{Tolal interest coverage: 6 4x) 5% | 3% | 56% | 48% | 3% | 58% | 50% ¢ 5% | 53% | B0% | 8.2% | £.3% INetProfi Margin 8.1%
CAE% | ST 3% | S30% | 54.1% | 510% | 536% | 505% | 48 7% | 445% | 441% | 44.4% | 43.4% |LongTerm DcbiRatle | 4Z.5%
Penslon Assals-12/06 $117 1 mil 36.6% | 33.5% | 31.0% | 37.8% | 35.0% | 46.1% | 49.0% §61.0% | 55.1% | 55.% ! 55.6% | 55.6% {Common Equily Ratio 57.5%
Oblig- $+326mil [T3g7¢ | 4011 | 4059 | 4435 | 56167 | 5125 60BA | 67504 71404 €011 8551 000 |Tots) Caplal [SmE) 1000
Pid Stock pane 4565 | 5043 | 5333 | 5622 | 607.0 | G666 | 7483 | 7909 | 8773 | 9a00) 9751 1025 |Net Plant (Smil) 1200
Commen Stock 28 340 537 comman shs §T% | 9¥% | TA% | 74% | 69%% | 78% | 73% | TO% | B3%| 102% ] 10.5% | 105% lﬁetuzn on Total Cap'l 115%
as of 2123/07 105% | BA% | % | 129% | 121% | 124% | 105% |124% | 124% [ 163% | 170% | 17 0% |Retum onShr.Equity | #7.5%
10.3% | 10.9% | 14.6% | 14.8% | 12.8% | 125% | 446% | 125% | 124% | 16.3% | 17.0% | 17.0% |Retum on ComEqully | 17.5%
MARKET CAP: $1.0 bitllors {ld Cap) 21% | NMF | 42% | 48% ] 35% | 47% | S6% | 59% | 6.2% | 10.2% | 10.5% | 11.0% [Relalned lo Com Ey 11.0%
cuasﬁrlzﬁl“wnsmou 2004 2005 S23U0B I 84% | 112% 0 T2 | 67% | T6n | B2% | 57 | 52% | 50% | amel 3% 37% A9 Divds to NetProf %,

BUSINESS: Soulh Jersey Industries. inc. is a holding company ils
subsidiary, South Jersey Gas Co, dislibutes natural gas lo
330,049 customers In New Jersey's southem countles, which
covars 2,500 square miles and includes Allartic Glty Gas ravenue
mix ‘06: rasidential, 43%, commercizl, 24%; cogeneration and elec-
Ifc generafion 3%; Indusiral, 30%. Non-ulfity operations inciude:

Seuth Jersey Enargy, Soulh Jarsey Rescurces Group. Marina En-
ergy, and South Jersey Energy Service Plus Has 611 employees
Oif.fdir. call 15% of com shares; Dimensional Fund Advisors,
7 9%:; Barclays, 53% (3/05 proxy) Chrmn & CEQ: Edward Gra-
ham. Incorp.: NJ Address: ¥ Soulh Jersey Plaza. Folsom, NJ
0BG37. Tel.; 609-55%-9000. internel; www.sfindisires.com.

Cash Assels 30.6 49 79
Giber 2733 3526 3635
Current Agsels 83§ "375 a7
Accls Pavaple 1188 1790 1046
Dot Gue 976 1487 1970
Other 68.9 744 1242
Currerd Liab 7859 403§ TAI5E
Fix. Chy. Cov. 426%  4BE%  527%

ANNUAL RATES  Past

Past Est'd '64.06

South Jersey Industries has restated
its earnings. In February, the company

initiative allows South Jersey Gas to pro-
mote energy conservation, while insulating

ochatgelpersh)  f0Vrs. - 5¥m,  We'942 | determined that its documentation of cer- the company from the negative impact ol
Revenues - 38 I8k 198 | (ain hedge transactions did not contaln the rteduced customer usage (as a result of
Eamings BO% 115%  93% | specificity required by FASE 133 There- warmer weather, higher prices. or more ef-
Divi:se\?dls 15% 2324 gg;:ﬁ fore. the hedges did not qualify for hed%e ficient heating equipment).
Book Valve 55% 13.0% 50% | accounting treatment. As a result. S} Several projects at Marina Energy
Cal. | QUARTERLYREVENUES $mill] | pun | restated its financial statements for 2004. may benefit SJI in the coming years.
encar {Mardi Jund0 Sep.3D Dec.dt| Vear | 2005, and the first three quarters of 2006 Marina develops, owns. and aperates on-
2064 {3076 1365 1205 2485 | 8481 ( We have adjusted our 2006 figures accord-  site energy plants, which provide income
2005 [ 3786 1540 1570 2814 | 9210 ingly In keeping with Value Line conven- streams as part of long-term contracts It
2005 3650 1555 1331 2503 | 9039 | tion, we have nat restated figures from brought three projects on line during the
07 |35 f70 155 W0 | 90 | meevigus years second half of 2006 In addition, Marina
2008|390 190 170 280 1030 | The company's earnings per share ad- has three projects scheduled to commence
cal- EARMINGS PER SHARE A Fult | vanced signilicantly in 2Z006. The Con- operations by early 2008
endar |Mar31 Jund0 Sep.30 Dec.dt| Year | servation Ifcentive Program (discussed be- The board of directors has increased
2004 9 15 0 50 | 158| low} boosted net income by $4.6 million the dividend by 9%. The board raised
0051 %6 27 09 3 1M} The Wholesale Commodity Marketing the guarterly payout from $0 225 a share
2006 | 106 20 51 89 | 246 pusiness reported impressive bottom-line to $0 245 SJI has increased its dividend
W |11z 30 85 73 2701 prgwth. as velatility in natural gas prices at a solid cllp In recent years and will
008 | 15 35 60 80| 29| gng increased storapge capacity created probably continue to do so
Cal- | QUARTEALYDNIBENDSPAID®s | gy | Jucrative opportunities. Pension and other This stock is ranked to pace the
endar | Mardt Jun30 Sep.dD Decdl: Veer | postretirement benefit costs  declined  broader market for the year ahead. At
003 | -- 193 183 385 781 Strong performance wili probably contin-  the current quotation, the yield Is low (by
2004 | -- w02 w2 415 821 ue, although mark-te-market accounting utility standards), although the issue does
2005 | -- 23 213 43 861 will make earnings more volatile have worthwhile total-return potential for
2008 25 W 40| 9| The company has implemented its the pull to late decade
2000 Conservation Incentive Program. This Michael F Napoli Mareh 16, 2007
{A) Based on avg. shs. Exch. nonrecur. gain: | 63, {$008); ‘05, !50.02); ‘05, {S0.02) Exci Iate Dec = Div. reinvest. pian avail. {Z% disc ) Comﬁung's Financial Strength B+
‘01, $0.13, Excl gain {josses) from discant ains due lo acet'g change: 93, 80.04; 'pd, {C) Incl. regulatery assets ($187 C mili ). at Btock's Price Stabllity 100
. ‘96, §1 14,797, {50 24); 80, (S0 26}, '99, 20.14. Na egs. report ue early May. 12131708, $6.72 per shr Prica Grawth Persistence 95

]
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1991 (19921993 ) 1994 [ 1995 | 1996 1997 | 1998 | 1980 | 2000 | 2001 {2002 {2003 {2004 [ 2005 | 2006 [ 2007 | 2008 | “VALUE LINE PUB, NC| 1012
1750 ] 4837 | 2955 2148 19007 22180 2456 | 2374 2092 | 22¢%| 2980 32531 4245 4293 4494 | 5396 5450 | 5670 ;Revenues persh A 62.50
204 247 225] 243 2¢ 208 32| 279 2M| 3| 3M| 283} 400 34 1g D 3831 400|445 "CashFiow" persh 4.40
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72% | 6% 53%| 56%| 6% BA% | 50% 1 A5% | 8% | 48% | 46% | 48% | 50% | 46% | 42%) 45% | T™EC Lavg Ane Oivd Yield 43%
CAPFITAL STRUGTURE as of 12/31/06 105508 | 10406 | 9721510311 | 14465 | 1584.8 | 2064.2 | 20806 | 21863 1 26379 | 2685 2775 |Revenues [3mill) A 3050
Totaj Debt §882.8 mill - Due In & Yrs $260.0 mii 020 6B6| 6881 p4b| €90 557 1522 980 10481 854 95| 102 |Net Profit {$mill 1o
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g crest eamed: 4 . 9 ) e 6o | 1%l eam | 6% | 3% | 54% | 47w | 48% ) 36% | 26% | 37% [Net Profit Margin 3.6%
Penslon Assats-9/06 $659 & mill. 411% | 403% | 415% § 43{% [ 417% | 457% | A38% |4G5% | 395% | 385% | 39.0% | JB.8% |Long-Term DebtRatic | 36.0%
Oblig. $6974 mill | 56.2% } 57.1% | 66.1% § 04.8% | 56.0% | 52.4% | B4.3% | 57.2% [ 58.6% | $1.5% | 61.6% | 61.5% |Commen Exuity Ratio §4.0%
Preferred Stock $28 2mil PRDW'A$13mil 0490 7 10648 | 12185 | 1299.2 | 14008 | 14625 | 1454 G | 14436 | 14781 | 1407.6 | 1560 1615 |Total Capital [Semid) fii
1270 | 1319.5 1 14027 | 1460.3 | 4519.7 | 1606.8 | 1674.9 | 14956 | 1869.7 | 2068 | 2170 2260 |Nel Plont (Smith 2640
Common Stock 43.141.163 shs Q3% | B0% | TTh| T9% | T0% | 5% | 0T% | B2% | B5% | T7%| 75%| 78% [RetumonTota Copl | 78%
133% | 10.8% 1 7% | 19.4%5 | 140% | 7.0% | 137% | 915% [ 117% | 1B3% | 10.0% | 10.5% iReturn on Shr Equily 10.0%
137% | $59% | 98% | 10T% | 1.2% | 7.2% | 140% { 11.7% | 12.0% | 10.2% | 10.5% | 10.7% |Return on Com Equily 10.5%
MARKET CAP: $1.5 billion {Mid Cap} 91% | 25%F 8% | 37% | 38% | NMF | 82% | 41% [ A6% | 31% | 12% | 31.5% |Retaied o Com Fg 4.0%
CUR&?&T POSITION 2005 2G0E 12131106 63% | T8% | 82% | ©9% | 67% ; 12% | 56% | 65% 62% | 70% | 6B% | 67% |AIfDivids to Net Prof 65%
Cash Assels 4 4.4 12 2 | BUSINESS: WGL Holdings. Inc. is the parent of Washingion Gas  vides energy relaled products in the G melro area; Wash Gas
Other A76.2 5568 T98.8 | Light, a nalural gas distibulor In Washinglon, D.C and ndiacent Energy Sys designsfinstalls comm'| heating, veriiating, and alr
Current Assels 4810 5813 10| areas of VA and MD 1o residentt and comm users (1,031,916 cond. systems American Cenlury v own 9 6% of common slock;
Accls Payabla 2049 2685 3131 | meters) Hampshire Gas, a faderally roguiated sub, operates an  Offdir fess than 1% (1107 proxy). Chrmn & CEO: JH DeGrafien-
gf,grn"’e #gg 12%’3 %ﬁ:{ underground gas-storage facilly 1 WY Non-eguleled subs:  seldt nc: D.C. and VA Addr. 1100 H St, N.W, Washington. B C
Current Liab 174 5608 BO052 Wash. Gas Energy Svcs. sefis and delivers ralural gas and pro-  20080. Tel.: 202-624-6410. Internet: www watholdings.com.
Fix. Chy. Cov. 460% _450% 450% | WGL Holdings, Incs consolidated op- distribution system The project is expect-
ANNUALRATES Past  Past Est'd'04-08! erating revenues were down 2% to ed to be completed by December, 2007 at
ot chargo fp shy 50‘_5'550 ﬁ:fé-v ‘03%’3,2 $733 million for the first three months an estmated cost of $144 million. This
e o So%  aaw  agw | of fiscal 2007, The biggest declines were project is necessary to provide safe and
Earnings 5% 60% 10% iin the regulated utility segment, where reliable utility service It is anticipated
Dividends 1% 18%  Td8% | pas delivery revenues were down 30% due that these costs will be recognized in the
Book Value Ab% _30% 30% | to warm weather and customer conserva- rate-making process Washington Gas' fi-
flscal | QUARTERLYREVERUES (§mill}» ¢ Full I tion In addition the nonutility operation nanclal condition, results of operations,
Engs |Dec3t Mardt Jundt Sepdli voor'! HVAC segment was down G0% owning to  and cash flows will, of course. be affected
2604 ¢ 5353 B622 3569 2857 (20806 the completion of large projects for Its cus- by the Public Service Commission of
205 ; 6234 9298 3400 2B4% (21863 tomers at the end of fiscal 2006 that have Maryland's rate-making judgment
2006 § 9029 10645 MEY 3236 ) 6379) ot yet been replaced in the segment’s rev- ' WGL Holdings expects to benefit from
007 | 7329 1095 440 41712685 | epue stream. The regulated utility seg- robust economic prowth in its service
008 | S70 1040 350 37§ ) ATE | ment is WGL's core business; it represents  area. The DC market is one of the most
Fscat | EARNINGS PER SHARE # # Al | 91% of the holding company’s total assets  prosperous in the United States New cus-
Ends |Dec3! Mor31 Jund0 Sep30| Yeir | Even so. corporate Income increased 2% to tomers have been added at an average of
2004 81 162 d08 d37| 198 3451 million thanks to a 20% decrease in 20,000 per year for the last few years And
005 | 88 183 ¢i1  d23i 2111 aperating expenses attention will be focused on residential
W06 | 93 197 60t d15: 1! Washington Gas i5 continuing to ad- customer conversions to natural gas from
w07 82 120 d01 d15 1 196] gress the natural gas leaks in its dis- other forms of energy.
2008 95 126 a0l _di§] 205! ¢ribution system in Maryland. Gas These shares are trading within our
Cal. | QUARTERLYDVDENDSPAID®w | Py | used in the System from a liquefied natu- Target Price Range, and we see negli-
ondar i Mar31 Jun30 Sep.30 Dec.di! Year ! ral pas terminal has a lower concentration gible price appreciation for the 3- to
003 ¢ 32 25 325 3% | 130| of heavy hydrocarbons, that. when intro- 5-years ahead. The stock stands out for
2004 1 325 333 331 33 | 132] duced into the overall distribution systemn, its yield. however. which is one of the
2005 1 33 B33 3 133 can cause the seals in the pipe couplings to  highest among the gas distribution compa-
006 | 333 333 3 IW | 1H| Jeak 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
A! Fiscal years end Sepl. 3th reporl due fale April JC) Dividends hisiprically | '05: $150.0 miltion, $3.08/sh, ) ComEany's Financlat Strongth A
B} Based on diuted shares. Excludes non- | paid early February, May, August. and Novem- § (E} In millions, adjusted for stock split Stock’s Price Stability 100
recurming losses: 01, {13g); 02, {34p); discon- Eer n Dividerd sefnvesiment plan avaitable. Price Growth Persistence 70
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2007-00143

COMMISSION STAFF'S SECOND SET
OF INFORMATION REQUESTS

Item 78 of 80

Witness: Dr. James H. Vander Weide
78.  Refer to Direct Testimony of James Vander Weide, Exhibit JVW-1, 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_1, Schedule 7-2. There is a typographical error in Exhibit JVW-1,
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.).

See response to (a.).
d. The requested data are supplied.

For electronic version, refer to KAW_R_PSCDR2#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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