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I. INTRODUCTION

Please state your name, occupation and business address.

My name is Pauline M. Ahern and | am a Vice President of AUS Consultants - Utllity
Services. My business address is 155 Gaither Drive, P.O. Box 1050, Moorestown, New

Jersey 08057,

Please summarize your educational background and professional experience.

| am a graduate of Clark University, Worcester, MA, where | received a Bachelor of Arts
degree with honors in Economics in 1973. During my senior year at Clark, | interned as
a research assistant in the Office of the Assistant Secretary for International Affairs, U.S.
Treasury Department, Washington, D.C., where | developed and maintained econometric
models which simulated the economy of the United States in order to study the effects
of various forelgn trade policy alternatives. From 1973 through 1975, | was a research
assistant in the Research Department of the Regional Economics Division of the Federal
Reserve Bank of Boston, where | was involved in the developmenf and maintenance of
econometric models to simulate regional economic conditions in New England to study
the effects of, among other things, the energy crisis of the early 1970s and property tax
revaluations.

in 1991, | received a Master of Business Administration with high honors from
Rutgers University.

In June 1988, | joined AUS Consultants - Utility Services as a Financial Analyst.

In August 1990, | was promoted to Senior Financial Analyst. Inthese positions, | assisted
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principals of the firm in the preparation of fair rate of return studles including capital
structure determination, developrnent of senior capital cost rates and the determination
of an appropriate rate of return on common equity which were filed before 30 state public
utility commissions and the Federal Energy Regulatory Commission. 1 also assisted in
the preparation of interrogatory responses; in the preparation of interrogatories directed
to other witnesses and areas of cross-examination of and testimony in rebuttal to those
witnesses.
In September 1994, | was appointed Assistant Vice President of AUS Consultants -
Utility Services. In this position, | continued to prepare fair rate of return and cost of
capital exhibits, respond to intetrogatories relative to principals’ testimonies, evaluate
opposing testimony, and assist In the preparation of interrogatories, areas of cross-
examination and testimony and exhibits In rebuttal to the opposition, as well as assist
clients’ attorneys in the post-hearing process.
fn April 1996, | was appointed Vice President of AUS Consultants - Utility Services.
In this position, | continue to perform the tasks described in the prévious paragraph. In
addition, 1 am responsible for the preparation of all fair rate of return and capital structure
exhibits for the principals of AUS Consultants - Utility Services. A representative list of
the clients on whose behalf | have assisted in the preparation of rate of return studies or
submitted capital structure and/or rate of return testimony Is contained in Appendix A.
| am also the Publisher of C. A. Turner Utility Reports, responsible for the
production, publication, distribution and marketing of these reports. C. A. Turner Utility
Reports provides financial data and related ratios covering approximately 200 public utility
companies on a monthiy, quarterly, and annual basis including electric, combination gas

and electrlc, gas distribution, gas transmission, telephone and water utllitles to about
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1,000 subscribers, which include utilities, well over half of the state utility commissions,
federal agencies, individuals, brokerage firms, attorneys and public and collegiate
libraries. C.A. Turner has continuously provided financial statistics on the utility industry
to subsctibers since 1930.

| have co-authored an article with Frank J. Hanley, President, AUS Consultants -
Utility Services entitied "Comparable Earnings: New Life for an Old Precept’ which was
published In the American Gas Assoclation’s Financlal Quarterly Revlew, Summer 1994.
| also assisted in the preparation of an article authored by Frank J. Hanley and A. Gerald
Harris entitled "Does Diversification Increase the Cost of Equity Capital?® published in the
July 15, 1991 issue of Public Utilitles Fortnightly.

| am a member of the Society of Utility and Regulatory Financial Analysts, formerly
the Natlonal Society of Rate of Return Analysts. In 1992, | was awarded the professional
designation "Certified Rate of Return Analyst* (CRRA) by the National Society of Rate of
Return Analysts. This designation is based upon education, experience and the
successful completion of a comprehensive written examination.

| have sponsored testimony before the Washington Utilities and Transportation
Commission, the Pennsyivania Public Utility Commission and the Delaware Public Service
Commission regarding capital structure and senior capital cost rates, before the Arkansas
Public Service Commission regarding capital structure, and before the New Jersey Board
of Public Utilities regarding capital structure, senior capital cost rates and return on
common equity. In addition, | adopted AUS Consultants - Utility Services’ Chairman of
the Board Joseph F. Brennan's direct testimony and sponsored rebuttal testimony
regarding capital structure and return on common equity before the Hawait Public Utilities

Commission. | also adopted Joseph F. Brennan's direct testimony and sponsored
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resarve hefore the Hawaii Public Utilities Commission.

What Is the purpose of your testimony?

The purpose of my testimony is to provide evidence on behalf of Associated Natural Gas
Company (ANG or the Company), a division of Arkansas Western Gas Company
{Arkansas Western) as to the reasonableness of its proposed capital structure ratios in
the Instant docket and to testify to same. ANG Is basing its requested overall rate of
return of 8.69% upan a proposed ratemaking capital structure for the test year ended July
31, 1996 (Adjusted) based upon Arkansas Western's capital structure. The proposed
ratemaking capital structure consists of 40.58% long-term debt (including the long-term
debt portion of accumulated deferred investment tax credits}), 2.62% customer deposits,
45.25% common equity {Including the common equity portion of accumulated deferred
investment tax credits), 11.48% accumulated deferred income taxes, and 0.07% other
interest bearing labilities, company-provided embedded cost rates and Mr. Hanley's
recommended common equity cost rate, as shown on page 1 of SCHEDULE PMA-1. For
information purposes, on page 2 of SCHEDULE PMA-1, | have shown the Company’s
overall rate of return of 9.94% using conventional capital structure ratios based upon
Investor-provided capital, consisting of 47.27% long-term debt and 52.73% comman

equity for the test year ending July 31, 1996 (adjusted).

Have you prepared exhibits which support the conclusion of your study?
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Yes, | have. They have bsen marked for identification as SCHEDULES PMA-1 through

PMA-3.

Il. CAPITAL STRUCTURE RATIOS
Do you helleve that ANG's proposed ratemaking capital structure ratios based upon

Arkansas Western's capital structure are appropriate and reasonable?

Yes. | believe they are appropriate and reasonable for ratemaking purposes because
they result from a conventional capital structure and related ratios based upon the
Investor-provided capital (long-term debt and common equity) of Arkansas Western,
which is reasonable vis-a-vis similar risk gas distribution companies. n my opinion, the
ratios of Arkansas Western are the appropriate starting point in any cost of capital
analysis for ANG, since ANG does not raise its external capital directly from investors in
the marketplace. All of its external capital comes from Arkansas Western. Since ANG's
capltal structure is not established in the marketplace, it is appropriate to use the capital
structure ratios of Arkansas Western In determining an overall rate of return for ANG.
The investment community, i.e., analysts, investors and rating agencies, view all
companies on a comparative basis and Arkansas Western wouid be no exception.
Arkansas Western's capital structure is representative of how ANG will be financed in the
near-term future, the period of time when new rates set in this proceeding would be in
effect. As shown on SCHEDULE PMA-2, the investor-provided capital structure for the
test year ended July 31, 1996 (Adjusted), upon which ANG’s proposed ratemaking capital
structure is based, consists of 47.27% long-term debt and 52.73% common equity.

It s management’s prerogative to finance rate base in the manner it deems
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appropriate so long as the ratios chosen by management are within the range of
reasonableness. To be reasonable for ratemaking purposes, the capital structure
management chooses to maintain needs to be acceptable in the marketplace as well as
consistent with the capital structures maintained by similar risk enterprises. Since a utifity
has an obligatlon to serve all of the time, it Is Incumbent upon the utility to maintaln
capital structure ratios which will support a capital attraction position all of the time.
Arkansas Western's investor-provided capital structure upon which ANG’s proposed

regulatory capital structure is based accomplishes that objective.

How does Arkansas Western's 52.73% common equity ratfo based upon investor-
provided capital for the test year ending July 31, 1896 (adjusted) compare with the

common equity ratios maintained by the companies In Mr. Hanley's proxy groups.

Arkansas Western's common equity ratio of 52.73% based upon investor-provided capital
is consistent with the common equity ratios maintained by the companies in Mr. Hanley's
proxy groups of seven gas distribution companies (LDCs) and of twenty Value Line LDCs
upon which he bases his 11.70% common equity cost rate. Since the average Standard
& Poor's (S&P) bond rating of both of his LDC proxy groups is A {see page 3 of
SCHEDULE FJH-14 accompanying Mr. Hanley's prepared direct testimony), it is clear
that the common equity ratios maintained by these LDCs have found acceptance in the
marketplace. As shown on pages 1 and 4 of SCHEDULE PMA-3, the seven [.DCs and
the twenty Value Line LDCs in his proxy groups have maintained, on average, common
equity ratlos of 49.45% and 47.76%, respectively, for the year 1995. The common equity

ratios of the Individual LDCs In the two proxy groups range from 38.85% to 60.59% for

6
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the seven LDCs and 33.12% to 60.59% for the twenty Value Line LDCs. Consequently,
Arkansas Western's common equity ratio of 52.73% is reasonable, if not conservative,
given Arkansas Western's and ANG’s small size as discussed by Mr. Hanley, vis-a-vis
the average common equity ratios maintained by both his proxy groups of LDCs upon
which his recommended common equity cost rate is based. Consequently, Arkansas
Western's capital structure ratios based upon fotal Investor-provided capital can

appropriately be used to determine the cost of capital in this proceeding.

How do Arkansas Western’s capital structure ratios based upon Investor-provided capital

compare with S&P’s financial benchmark criteria?

They are consistent with S&P's financlal benchmark ratios of total debt to total capital for
LDCs with long-term debt rated in the A category and of similar business position as Mr.
Hanley's two proxy groups, le., high average/average and average (see page 3 of
SCHEDULE FJH-14 accompanying Mr. Hanley's prepared direct testimony). As shown
on page 11 of SCHEDULE FJH-2, S&P's total debt to total capital financial benchmark
criterion requires a 46% total debt ratio for an LDC assigned an_average business
pasition to obtain and maintain an A bond rating. A 46% total debt ratio implies the need
to malintain, on average, a total equity ratio of 54%. Arkansas Western's total debt ratio
based upon investor-provided capital for the test year ending July 31, 1996 {Adjusted)
Is 47.27% as shown on SCHEDULE PMA-2, A total debt ratio of 47.27% is only slightly
higher than S&P's 46% total debt criteria for an A bond rating for an LDC in an average
business position and Is clearly consistent with an A bond rating. Nonetheless, as Mr,

Hanley testifles, if Arkansas Western were to havs bonds rated by S&P, they would be

7



MPSC Docket No. GR-97-272
Prepared Direct Testimony
of Pauline M. Ahern

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

in the BBB category, given the Company's recent poor earnings record and small size
vis-a-vis the companies in his proxy groups. Companies in the BBB bond rating category
are close to a speculative, Le., below investment grade, bond rating (a BB or lower bond
rating). Bonds with below investment grade ratings are generally prohibited investments
for institutional investors who typically must comply with legislated portfolio quality
standards. Such institutional investors typically represent a large share of bond market
purchases. Thus, when they are precluded from purchasing bonds with speculative or
below investment grade ratings, the cost Is not only much greater but there is the
danger that a utllity with below investment grade bond ratings will not be able to raise all
of the capital it may require and certainly not on a reasonable cost rate basis compared
with other utilities with higher bond ratings. Logic would indicate that many such
institutional investors would also be reluctant to invest in bonds at the bottom of
investment grade, i.e., BBB, because further downgrading would render them below
investment grade and likely ineligible investment. Such a situation is not tenable for a
public utility with an obfigation to serve all the time, not just when it is convenient or
when it may be able to raise all capital necessary for the successful performance of its
obligations. Consequently, it must have access to the capital markets on a reasonable
basls, at all times, by maintaining a capital structure which will afford it the opportunity
to obtain at least an A bond rating to place it above the floor of investment grade bond
ratings, i.e., the BBB bond rating category.

In vlew of the foregoing, it is my opinion that a ratemaking capital structure based
upon investor-provided capital comprised of 47.27% long-term debt and 52.73% common
equity Is reasonable. It is consistent with both S&P’s financial benchmark criteria for an

LDC to obtain and maintain an A bond rating and the capital structures maintained, on
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average, by the LDCs in Mr. Hanley's proxy groups of seven LDCs and twenty Value Line
LDCs.
Consequently, as stated previously, the proposed ratemaking capital structure upon
which the Company's requested overall rate of return of 8.77% is based is therefore

reasonable, because it Is the end resuit of a reasonable and appropriate investor-provided

capital structure.

Q. Daoes this conclude your direct testimony?

A Yes.
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PAULINE M. AHERN, VICE PRESIDENT
AUS CONSULTANTS - UTILITY SERVICES

List of Clients Served

Algonquin Gas Transmission Company
Arkansas-Louisiana Gas Company
Arkansas Western Gas Company

Artesian Water Company

Atlantic City Electric Company
Bridgeport-Hydraulic Company
Cambridge Electric Light Company
Carolina Power & Light Company
Citizens Gas and Coke Utility
Columbia Gas/Gulf Transmission Companies
Commonwealth Electric Company
Commonwealth Telephone Company
Conestoga Telephone & Telegraph Company
Connecticut Natural Gas Corporation
Consolidated Gas Transmission Company
Consumers Power Company

Delmarva Power & nght Company

East Honolulu Community Services, Inc.
Equitable Gas Company

Florida Power & Light Company
Equitrans, Inc.

Gary Hobart Water Company

Gasco, Inc.

GTE Alaska, Inc.

GTE Arkansas, Inc.

GTE California, Inc.

GTE Florida, Inc.

GTE Hawaiian Telephone Company

GTE North, Inc.

GTE Northwest, Inc.

GTE Southwest, Inc.

General Waterworks - Pine Bluff, Arkansas
Great Lakes Gas Transmission lelted Partnership
Hawaiian Electric Company

Hawaiian Electric Light Company

IES Utilities Inc.

Iowa Electric Light and Power Company
Iowa Southern Utilities Company
Kentucky-West Virginia Gas Company
Lockhart Power Company

Middlesex Water Company

Mountaineer Gas Company

Natiocnal Fuel Gas Distribution Corp.
National Fuel Gas Supply Corp.
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List of Clients Served
(Continued)

Newco Waste Systems of New Jersey, Inc.

New Jersey-American Water Company

New Jersey Natural Gas Company

New York-American Water Company

North Carclina Natural Gas Corp.

QOklahoma Natural Gas Company

Orange and Rockland Utilities

Paiute Pipeline Company

Penn-York Energy Corporation

Pennsylvania-American Water Company

PG Enerqgy, Inc.

Philadelphia Electric Company

South Carolina Pipeline Company

Southwest Gas Corporation

Stamford Water Company

Tesoro~Kenai Pipeline Company

United Telephone of New Jersey

United Water Delaware, Inc.

United Water New Jersey, Inc.

United Water New York, Inc.

Virgin Islands Telephone Corporation

Vista-United Telecommunications Corp.

Washington Natural Gas Company

Washington Water Power Corporation

Waste Management of New Jersey -
Transfer Station A

Western Reserve Telephone Company
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Summary of Cost of Capital and Fair Rate of Retumn

Associated Natural Gas Company

Based on Total Capital {Incl. Customer Deposits and Other Capital)
for the Test Year Ended July 31, 1996 (Adjusted)

Type of Capital Ratlos (1) Cost Rate Welghted Cost Rate
Long-Term Dabt
intercompany Notes 40,08 %
Accumulated Deferred
Investment Tax Credits 0.50
Total Long-Term Dabf 40.58 7.97 % (2) 3.23 %
Customer Deposits
Arkansas 2.14 5.50 {2) 0.12
Missour 0.48 5.50 (2) 0.03
Total Customer Deposits 2.62 0.15
Total Long-Term Debt
and Customer Deposils 43.20 3.38
Common Equity
Common Stock and
Retained Eamings 44.69
Accumulated Deferred
Investment Tax Credits 0.56
Total Common Equity 45.25 11.70 (3) 5.30
Accumulated Deferred '
Income Taxes 11.48 0.00 (2) 0.00
Other Interest
Bearing Liabilittes 0.07 8.00 (2 0.01
Total 100.00 % 8.69 %
Noles:

(1) As developed on page 1 of SCHEDULE PMA-1.

{2) Company-provided

(3) As developed on page 3 of SCHEDULE FJH-1 of Company Witness Frank J. Hanley.

SCHEDULE PMA-1
Page 1 of 2



Assoclated Natural Gas Company

A Division of Arkansas Weslem Gas Company
Summary of Cost of Capital and Fair Rate of Relum
Based on Investor-Provided Total Capital

for the Test Year Epded July 31, 1996 (Adlusted)
Type of Capital Ratios (1) Cost Rate Welghted Cost Rate
Long-Term Debt -
Intercompany Notes 47.27 % 7.97 % (2) 3.777%
Common Equity 52,73 11.70 (3) 6.17
Total 100.00 % 9.94 %
Notes:

(1) As developed on page 1 of SCHEDULE PMA-1.
{2) Company-provided.
(3) As developed on page 3 of SCHEDULE FJH-1 of Company Witness Frank J. Hanley.

SCHEDULE PMA-1
Page 2 of 2



Capital Structure and Related Ratios

for the Test Year Ended July 31, 1996 (Adjusted)
Ratios
Based
on Total Ratios
Investor- Based on
Amount Provided Total
Type of Capitai Outstanding (1) Capital Capital
Long-Term Debt -
(Intercompany Notes) $65,422,997 47.27 % 40.08 %
Common Equity 72,968,974 52.73 44.69
Total Capital $138,392,971 100.00 % 84.77
Customer Deposits
Arkansas $3,491,604 2.14
Missouri 789,625 0.48
Total Customer Deposits $4,281,229 2.62
Total Investor-Provided Capital
and Customer Deposits $142,674,200 87.39
Qther Capital
Accumulated Deferred
Income Taxes $18,735,833 11.48
Accumulated Deferred
Investment Tax Credits
Debt Portion 813,660 0.50
Common Equity Portion 907,643 0.56
Total Accumulated Deferred '
Investment Tax Credits 1,721,303 1.06
Other Interest Bearing Liabilities 112,607 0.07
Total Cost-Free and Other
Capital $20,569,743 12.61
Total Capital $163,243,043 100.00 %

Notes: (1) Company-provided

SCHEDULE PMA--2



Associated Natural Gas Company
Capilal Structure Ratios Based upon Tolal Capilal for the

- Proxy Group of Seven Gas Dislribution Companias
for the Year 1991 through 1985
1995 1994 1993 1992 1991
Bay State Gas Company .
Long-Term Debt 44,02 % 4297 % 41.92 % 36.53 % 4283 %
Short-Temmn Debt 688 . 833 11.45 9.27 823
Prefemred Stock - 112 1.17 1.22 536 8.07
Commeon Equity 47,98 47.53 4541 4884 42.81
Tolal Capital 100.00 % 10000 % 10000 % 100,00 % 100.00 %
Cascade Natural Gas Co,
Long-Tem Debt 4430 % 48,97 % 4491 % 4531 % 4501 %
Short-Term Debt 1388 8.78 897 7.89 8.32
Prefemed Slock 297 337 3488 482 8.14
Common Equity 3886 40.90 4424 41,98 42,53
Total Capital 10000 % 10000 % 10000 % 10000 % 10000 %
Connecticat Energy Comp,
Long-Term Debl 4350 % 4547 % 4941 % 4185 % 4558 %
Short-Term Debt 8.78 7.09 9.59 16.92 9.91
Preforred Stock 0.00 0.00 0.268 o.M 0.38
Common Equity 47.72 47.44 40.74 40.92 44,13
Tolal Capital 100.00 % 10000 % 100.00 % 100,00 % 100.00 %
Connecticut Natwral Gas Cop,
Long-Term Debt 48.85 % 49.88 % 49.98 % 50.44 % 4778 %
Short-Term Debl 138 5.84 340 4.76 831
Prefomad Stock 0.29 0.28 032 0.37 039
Common Equity 48,50 4402 4630 4443 43.62
Total Capital 100,00 % 10000 % 10000 % 10000 % 100.00 %
Energen Cofp,
Long-Term Debl 02T % 4260 % 3BH % 3859 % 3380
Shoit-Termn Debt 9.51 1.99 14.75 8.10 15.55
Prefemed Stock 0.00 0.00 0,00 0.73 073
Common Equity 5122 5541 5174 §2.68 4902
Total Capital 100.00 % 10000 % 10000 % 100,00 % 30000 %
indiana Energy. Inc.
Long-Tenmn Debt 3841 % 3422 % 40,74 A 3845 % 4199 %
Shoit-Term Debl 1.30 7.39 228 7.32 0.55
Preferred Stock 0.00 0.00 0.00 484 508
Commen Equity .54 £8.39 5100 5139 £2.38
Tolal Capital 100,00 % 10000 % 10000 % 10000 % 10000 %
Laclede Gas Company
f.ong-Term Debt 3483 4 3811 % 4309 % 4427 % 47268 %
Short-Term Debt §3.43 1322 713 2902 0.00
Preferred Stock 0.44 0.49 0.51 0.57 0.58
Common Equity 51.30 48,18 4927 53.14 £2.18
Total Capital 10000 % 100,00 % 10000 % 100,00 % 100.00 %
Proxy Group Avefaga
Long-Term Debt 4198 % 4317 % 4337 % 41.92 % 43,46 %
Short-Term Dabt 7.88 723 T7.94 8.04 8.98
Preformed Stock 0.69 0.78 0.88 243 277
Commen Equity 49.45 48.84 42.81 47.6% 46.79
Total Capital 10000 % 10000 % 100,00 % 100.00 % 100.00 %

Source of Information:  Slandard & Poot’s Compusilal Services, inc., Ulility Compustat I

SCHEDULE PMA-3
Page 1 of 4
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A L YR OF ANCERISES vy oSO p OMp&T
Capilal Structure Ratios Bassd upon Tolal Capital for the
Proxy Group of Twenty Value Line Gas Dislribution Companies
for the Years 1991 through 1985

1905 1994 1903 1992 1991
Atlanta Gas Light Co,
Long-Term Dabl 4538 % 4585 % 4232 %A 44,48 % 4452 %
Short-Term Debt 4.18 768 11.11 10,13 10.40
Prefarrad Stock 481 4.713 499 1.35 1.53
Commeon Equity 45.62 41.74 41.58 44.08 43,66
Tolal Capilal 100,00 % 100.00 % 100,00 % 100.00 % 100.00 %
Almos Energy Coip,
Long-Temn Deblt 41.90 % 45.01 % 3792 % 4421 % 40.57 %
Shod-Term Debt 10.15 584 12.96 1145 6.13
Preformed Stock 0.00 0,00 0.00 0.00 0.00
Common Equity 47.96 4625 48,12 44,34 4430
Total Capital 100.00 % 100,00 % 100.00 % 100.00 % 100.00 %
Bay Slate Gas Co.
Long-Term Debdt 4402 % 4297 % 4192 A 38.53 % 4283 %
Short-Term Debl 6.88 833 11.45 9.27 8.23
Prefeimed Stock 1.12 147 122 5.36 8.07
Commen Equity 47.98 471.53 4541 48,84 42,87
Tolal Capital 100,00 % 10000 % 100,00 % 10000 % 100,00 %
Brooldyn Unlon Gas Co,
Long-Term Debt 48.37 % 47329 % 48,60 % 51.58 % 5121 %
Shoit-Term Debt 0.00 0.00 0.00 0.00 0.00
Prefemred Stock 0.48 0.51 0.55 0.61 339
Common Equity 5347 8220 50.85 47.81 4540
Tolal Capital 100,00 % 00 % 100.00 % 10000 % 100.00 %
Cascade Natural Gas Cq,
Long-Term Debl 4430 % 48.97 % 4491 % 4531 % 4501 %
Short-Term Debt 13.88 8.78 8.97 7.89 832
Preformad Stock 297 337 3.88 482 8.14
Common Equity 085 40.90 4424 41.98 4253
Total Capital 100.00 % 10000 % 10000 % 10000 % 10000 %
Connecticul Energy Corp,
Long-Term Debt 43.50 % 45.47 % 4941 % 4185 % 45.58 %
Short-Term Debl 878 7.09 9.59 16.92 2.91
Prefermad Stock 0.00 0.00 026 T 0M 0.38
Common Equity 4172 A7.44 40.74 4092 44,13
Total Capital 100,00 % 100,00 % 100.00 % 100.00 % 10000 %
Connecticut Nalural Gaa Corp, ’
Long-Term Debt 49.85 % 49.88 % 49,98 % 50.44 % 47,78 %
Short-Termn Debt 1.36 584 3.40 4,76 8.31
Preferred Stock 0.20 028 032 0.37 0.39
Common Equity 48.50 44,02 46,30 4443 43.62
Tolal Capital 100.00 % 100.00 % 10000 % 10000 % 10000 %

SCHEDULE PMA-3
Page 2 of 4
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Capital Sruclure Raticos Based upon Total Capilal for the
Proxy Group of Twenty Value Line Gaa Distribution Companies
for tha Years 1991 through 1995

1995 1994 1993 1992 1991
Energen Comp,
Long-Term Debt 3027 % 4260 % 3351 % 38.59 % 3380 %
Short-Tarm Debt 2.51 1.99 14.75 8.10 16.56
Prefamed Stock 0.00 0.00 0.00 Q.73 0.73
Commen Equity 6122 55.41 51.74 52,58 4892
Tolal Capital 10000 % 100.00 % 10000 % 10000 % 100,00 %
Indiana Energy. Inc,
Long-Temm Debt B % 3422 % 40.74 % 3845 % 41.99 %
Short-Term Debt 1.30 73¢9 228 7.32 0.55
Prefeired Stock 0.00 0.00 0.00 ) 4.84 508
Common Equity 80.59 56.39 5100 51.39 5238
Total Capital 100,00 % 10000 % . 10050 % 10000 % 10000 %
Laciede Gas Company
Long-Term Debt 3483 % 3811 % 43.00 % 4427 % 47.28 %
Short-Term Debt 13.43 13.22 7.3 2.02 0.00
Prefeired Stock 0.44 0498 0.51 0.57 0.56
Common Equity §1.30 48.18 4927 53.14 52,18
Tolal Capital 100,60 % 100.00 % 10000 % 10000 % 100,00 %
MCN Corporation
Long-Term Debt 49.71 % 44.92 % 3087 % 3824 % 3030 %
Short-Tam Debt 1224 14.90 22,30 22.04 19.83
Prefamed Stock 453 6.88 0.82 1.09 2.50
Comion Equity 312 3230 3.4 40,63 3837
Tolal Capital 10000 % 10000 % 100,00 % 100.9¢ % 1G0.00 %
New Jorsey Resourcas Com,
Long-Tesm Debt 5447 % 51.06 % 53.57 % 4941 % 53.95 %4
Short-Term Debd 2.52 6.54 3.55 0.00 3.49
Prefermad Slock 323 3.44 3.79 827 6.59
Common Equity 39.78 0.9 3009 44.32 2697
Total Capital 100.00 % 10000 % 100.00 % 100.00 % 100.0Q %
NICOR, inc.
Long-Term Debt 3668 % 3514 % 3093 % 3094 % 3295 %
Shoit-Term Debt 14.08 17.04 20.49 2209 16.04
Preferred Stock 0.63 0.67 1.14 1.14 1682
Common Equity 46,63 47,18 A7.44 4683 4939
Tolal Capilai 10000 % 10000 % 100,00 % 100.00 % 100.00 %
Nothwest Natural Gas Co,
Long-Term Debt 434 % 44,90 % 4214 % 4268 % 4317 %
Shodt-Term Debt 4,16 8.10 120 7.88 14,99
Prefermed Stock 575 8.37 8.74 a.17 5.25
Common Equity 48,68 41,43 38.92 4020 28.59
Tolal Capilal 10000 % 10000 % 100,00 % 10000 % 10400 %
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Capital Ratios Based upon Tolal Capilal for the
Proxy Group of Twenty Valua Line Gas Dislribution Companles
forthe Years 1901 through 1996

1995 1994 1993 1992 1991
ONEOK Inc.
Long-Term Debt 44,56 % 4674 % 40.86 % 51.98 % 3973 %
Short-Term Debt 8,76 820 2,80 0.65 11.73
Prefemed Slock 1.10 112 1.15 1.18 1.23
Common Equity 47,59 4504 4619 46,19 47,31
Tolal Capitat 100,00 % 100,00 % 100,00 % 100.00 % 100.0G %
Paoplas Energy Comp.
Long-Term Debt 40,24 % 4052 % 4317 % 4270 % 47685 %
Short-Term Debt 0.07 0.07 5.68 2.51 0.35
Preferred Stock 0.00 0.00 028 1.20 1.70
Commeon Equity 50.59 50,41, 80.99 §3.50 50.30
Tolai Capital 100,00 % 100.00 % 100.00 % 100.00 % 10000 %
Pledmont Natural Gas Co,
Long-Tesm Debt 4997 % 4853 % 4839 % 4483 % 48,77 %
Short-Term Debt 1.83 929 6.89 8.11 541
Praferad Stock 0.00 0.00 0.00 0.00 0.00
Common Equity 4820 4418 46,72 40.00 47.82
Tolal Capital 100.00 % 100,00 % 10000 % 100,00 % 100,00 %
South Jersey Industdes, Inc.
Long-Term Debt 4371 % 4082 % 403 % 3933 % 3584 %
Short-Term Debt 18.20 20.04 21.87 18.93 2283
Prafermed Slock 0.57 0.62 068 0.83 0.90
Common Equity .52 872 3714 40.91 0.4
Total Capitat 10000 % 100,00 % 100.00 % 10000 % 10000 %
Washinglon Gas Light Co,
Long-Term Debt 134 % 3823 % 41.868 % 39.18 % 40.88 %
Short-Temn Debt 0.00 5.77 246 3.35 1.13
Profermed Slock 3.08 3,10 328 3.56 378
Common Equity §5.58 52.90 52.42 53.93 5423
Tolal Capital 100,00 % 100.00 % 100.00 % 100.00 % 10000 %
WICOR, Inc.
Long-Term Debt 2867 % 2028 K 2832 % 35.50 % 3995 %
Shot-Term Debt 16.80 19.57 23.53 1520 8,72
Prelamed Slock 0.00 0.0 0.00 0.00 0.00
Common Equity 54,53 a14? 47,15 49.30 53,33
Toltal Capital 100.00 % 100.00 % 100.00 % 10000 % 100.00 %
-
Broxy Group Average
Long-Term Debt 4347 % 4337 % 42,48 % 4233 % 43,48 %
Short-Term Dsbt 730 8.58 10.01 8.83 8.39
Preferred Slock 147 1.64 1.47 247 239
Common Equity 47,76 48.41 46.04 46.67 46723
Total Capital 100.00 % 10000 % 10000 % 10000 % 10000 %

Sourca of Informalion;  Slandard & Poor's Compustat Senvices, Inc., Utility Compustat il
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