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Please state your name and business address.
My name is Jeffrey P. Hecker. My business address is 180 East

Broad Street, Columbus, Ohio 43215.

By whom are you employed?
I am employed by the Public Utilities Commission of Ohio

(“PUCO”).

What is your current position with the PUCO?
I am employed as a Utilities Specialist in the Capital Recovery and

Financial Analysis Division of the Utilities Department.

Would you briefly state your educational and occupational
background?

I achieved a Bachelor of Science Degree in Business with a major in
Accounting from Miami University in Oxford, Ohio, in May, 1980.
[ have been employed by the Public Utilities Commission of Ohio
since December, 2004. I am a Certified Rate of Return Analyst

through the Society of Utility and Regulatory Financial Analysts.

What are your responsibilities in this proceeding?
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The purpose of my testimony is to address objections to the raie-of-
return on rate base (“ROR”) analysis included in the Staff Report
docketed in this proceeding on August 21, 2008, and to update that

analysis.

What changes to your ROR analysis have you made?

The Staff made changes that result in a different cost of capital.
Treasury vields, stock prices, dividends, and analysts’ growth rates
were updated to reflect more recent values. In the Staff Report,
yields, prices, and dividends fall within the period of July 3, 2007 to
July 2, 2008. This period now becomes September 20, 2007 to
September 19, 2008. Compared to the Staff Report
recommendation, these changes increase the equity cost by 18 basis
points, and increase the overall rate of return range by 9 to 10 basis
points.

Have you adjusted your ROR recommendation to take into account
the revenue stabilizing effect of straight-fixed-variable rate design or
decoupling, and the Pipeline Infrastructure Replacement Program
(“PIR™)?

Yes. T have made a reduction in cost of equity of 25 basis points,
after the issuance adjustment. Compared to the Staff Report

recommendation, this change by itself would have decreased the
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overall rate of return by 12 to 13 basis points. This change
combined with the other changes described in the answer 10
Question 6 decrease the equity cost by 7 basis points, and decrease

the overall rate of return range by 3 to 4 basis points.

What is Staff’s updated return on rate base recommendation?
The details of my updated ROR recommendation are shown in the

schedules at the end of this testimony and are summarized below:

Long Term Debt Capitalization 49.29%
Common Equity Capitalization 50.71%

Cost of Debt 5.78%

Return on Equity Range 9.88% - 10.89%
Return on Rate Base Range 7.86% - 8.37%

How is your testimony organized?

I will summarize the other parties’ objections to the Staff Report
ROR by topic, and then discuss Staff’s position. Objections to the
Staff’s ROR were submitted by Columbia Gas of Ohio, Inc.
(“Columbia” or the “Applicant™), by The Office of the Ohio
Consumers’ Counsel (“OCC”), and by the Ohio Partners for
Affordable Energy (“OPAE”).

What objections were submitted relating to the explicit reduction of
return on equity to compensate for rate structures or tariff provisions

that tend to stabilize revenue?



A.  0CC’s Objection 6 states:

The OCC objects to the Staff’s failure to make an adjustment
to reduce the recommended rate for common equity in
recognition of the reduced risks that the Company will face
with respect to revenues and cost recovery if the Commission
approves any of the risk-reducing mechanisms proposed by
the Company. These mechanisms are the IRP, the costs of a
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natural gas riset/service line replacement program, and a new

advanced metering program. In addition, the Staff
recommends a dramatic change to the Company’s existing
rate design that guarantees revenues for its distribution

service by significantly increasing the fixed monthly charge
and decreasing/eliminating the volumetric rate over the next

two years. Although the Staff Report acknowledged that
these mechanisms would reduce the risks faced by the
Company, the Staff failed to make any corresponding

reductions to the rate of return to reflect these reduced risks.

OPAE Objection I states:

OPAE objects to the Staff Report recommendation that
the rate of return be set in the range of 7.89% to 8.41%
because it provides an excessive return when
compared to the risk faced by VEDO, and other
factors. Staff acknowledges the need to adjust rate of
return to recognize the reduction in risk of earning the
revenue requirement because of decoupling or the
Staff’s modified straight fixed variable rate, and the
proposed Rider IRP. The Standard Service Offer
bidding process under discussion also eliminates the
risk of refunds under traditional gas cost recovery
audits, Unfortunately, the Staff Report fails to
quantify the level of reduction of the rate of return as a
result of the reduced risk. The comparable companies
utilized by Staff do not, in large part, have decoupling
or a modified straight fixed variable rate and SRR-B,
or Rider IRP. The Staff Report errs in not reducing the
rate of return sufficiently to reflect the minimal risk
faced by the Company for purposes of a return on its
investment.
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Applicant’s Objection 12 states:

Columbia objects to the Staff’s statement that Commission
approval of either a fixed monthly delivery charge or
Columbia’s proposed IRP would create a reduction in
business and regulatory risk that should be considered in
determining a fair and reasonable rate of return. Investors
have become accustomed to these types of tariff provisions
for natural gas distribution companies, so to the extent such
measures produce benefits in the form of reduced risk, those
benefits are already reflected the DCF results for the Staff’s

proxy group.

What is Staff’s position on the explicit reduction of return on equity
to compensate for revenue stabilization?

Staff has made a 25 basis point reduction to the return on equity as
there is relafive]y low exposure of Staff’s comparable group
companies to the Kind of risk-reducing mechanisms proposed by the
Company. Of the approximately twenty states in which the six
comparable group companies have operating companies, seven are
listed by the American Gas Association as having natural gas
revenue decoupling: New Jersey, Maryland, Colorado, New York,
[linois, Arkansas, and California. All of the comparable companies
operate in at least one of these states. Four of the companies opetate
in only one of these states. AGL Resources operates in two (New
Jersey and Maryland) while Atmos operates in three (Colorado, New

York, and Illinois). Only New Jersey Resources and Sempra
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Energy are entirely exposed, as they operate only in New Jersey and
California, respectively. All of the other companies are partially

exposed.

OCC witness Woolridge concurs with the Staff that adoption of the
Straight-Fixed-Variable Rate Design and IRP Rider would reduce
the business and regulatory risk of Columbia and recommends, as

does the Staff, that a 25 basis point adjustment is appropriate.

What objections were submitted relating to the selection of the rate
of return on equity or the overall rate of return range?
OCC Objection D states:

OCC objects to the Staff Report’s recommendation for
a common equity rate in the range of 9.95% to
10.96%, which is unreasonably high.

OCC witness Woolridge estimates an overall cost of capital of

7.37%, with an equity cost rate of 9.00%.

Applicant’s Objection 3 states:
Columbia objects to the Staff”s recommended range of
7.89% - 8.41% for the overall rate of return. This
recommended range ignores important evidence
presented by Columbia, and is insufficient to allow
Columbia to attract capital on reasonable terms;
provide a return commensurate with those earned by
comparable business undertakings; and provide
reasonable compensation to the company for the
service it renders to the public.
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Columbia objects to the Staff’s recommended range of
9.85% - 10.85% for the cost of equity. This range is
too low to reflect the returns that investors require
from a gas distribution utility, and is insufficient fo
allow the company to attract capital on reasonable
terms and provide a return commensurate with those
carned by comparable business undertakings.

What is the Staff’s position regarding this objection?

The Staff’s rate of return estimate has been revised from a range of
7.89% - 8.41% to a range of 7.86% - 8.37%, and the cost of equity
has been revised from a range of 9.95% - 10.96% to a range of
9.88% - 10.89% for the reasons stated in this testimony.

What objections were submitted relating to capital structure and debt
cost rate?

Office of Consumers’ Counsel Objection D.2 concerning “Capital
Structure” states:

The OCC objects to the Staff Report’s use of a
hypothetical capital structure which is the average
book value capital structure of the five companies in
the Staff’s comparable group. This is not the
capitalization used by the Company to attract and raise
capital.

Applicant’s Objection 4 states:

Columbia objects to the Staff’s failure to synchronize its
recommended cost of debt with its recommended capital
structure. Staff ignored the fact that the debt ration affects
financial risk, which in turn affects the cost of debt. Because
Columbia’s external financing activities are conducted
through its parent corporation, NiSource, Staff should have
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utilized both the NiSource capital structure and cost of debt in
calculating its recommended rate of return. Columbia also
objects to the Staff’s failure to utilize the NiSource cost of
debt in its utilization of the hypothetical capital structure
(despite the lack of synchronization) because the NiSource
cost of debt most closely approximates the debt cost of the
comparable group companies used to develop the
hypothetical capital structure.
What is the Staff’s position regarding the use of a hypothetical
capital structure based on a comparable group?
The Staff’s capital structure is reflective of the risk profile required
for a natural gas distribution company. It is also consistent with the
average capital structure of the comparable group companies used by
Staff to estimate the cost of common equity. Given the current
industry structure, any particular book consolidated capital structure
may not reflect the risk associated with a regulated utility operating
company. In addition, given current industry financial practices,
stand-alone capital structures for operating companies, in general,
may not reflect the risk associated with a regulated utility operating
company or the risk associated with the parent company. In this
case, a capital structure based on a comparable group of gas

distribution companies makes more sense than the Applicant’s

parent consolidated capital structure.
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Q. What objections were submitted concerning the selection of the
Staffs comparable group?

A.  Applicant’s Objection No. 7 states:

Columbia objects to Staff’s use of different criteria for
selecting comparable group companies than those utilized by
the company in its direct testimony, without explaining why
the Staff rejected Columbia’s criteria. In addition, Staff erred
in including Sempra Energy in the comparable group.

Sempra Energy is atypical and injects an inappropriate
downward bias to the group average DCF.

Office of Consumers’ Counsel’s Objection D.1 states:
OCC objects to the Staff Report’s use of a group of only
six companies in its group of "comparable utilities" that
served as a basis of its capital structure and cost of capital
analysis. Furthermore, this group of six companies includes
Center Point Energy (CNP) and Sempra Energy (SRE),
companies which are considered to be an integrated
combination electric and natural gas companies and not a
natural gas distribution company.

Q.  What is your response to these comparable group objections?

A.  The Staff is not necessarily “rejecting” Columbia’s eriteria, but
simply using companies with a risk level appropriate for distribution
operations, including Center Point Energy and Sempra Energy.
Non-regulated enterpriscs permeate the gas utility industry, both as

affiliates and as integrated operations. Overall, the comparable

group reflects a degree of riskiness appropriate for Columbia.
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Applicant’s Objection No. 6 states:
Columbia objects to the Staff’s failure to consider and utilize
methodologies other than DCF and CAPM in determining
Columbia’s cost of equity, such as those used in Columbia’s
direct testimony on this issue.
How does Staff respond?
The Staff has historically used the CAPM and DCF methods, which
have produced reasonable results. The CAPM is a type of Risk
Premium method. The Comparable Earnings approach is, in no
sense, a forward-looking method, but is rather based entirely on
historical earnings. As a cost of equity estimation for ratemaking,
comparable earnings poses a circularity problem; i.e., regulated

utilities can earn what they are authorized to earn, and, in turn, what

they are authorized to earn is based on what they have earned.

Columbia’s Objection No. 10 states:
Columbia objects to the Staff’s calculation of the cost of
equity using CAPM. This calculation understates the cost of
equity because it: a) fails to consider the forecasted yields on
US Treasury Bonds that are used to establish the risk-free rate
of return; and, b)does not consider the relative size of the four
companies that comprise the Staff’s proxy group.

How does Staff respond?

Regarding point a), Staff will not predict economic conditions for

the rate period when formulating its CAPM recommendation. Staff

believes that growth rates occur in a manner independent of the

10
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preceding growth rate. Staff believes the period in question is a
reasonable tradeoff between stability and timeliness. However, as
explained earlier, Staff did adjust the period in which yields are used
to calculate the risk-free rate of return to the period from July 3,
2007 to July 2, 2008 to September 20, 2007 to September 19, 2008

to incorporate more recent numbers.

Regarding point b), Columbia’s market capitalization falls within the
range of that of the group of comparable companies Staff used in its
ROR calculations. The comparable group is based on comparable
risk. Staff does not consider relative size a factor and any

adjustment for size would be somewhat arbitrary.

Office of Consumers’ Counsel’s Objection 3 states:

OCC objects to the Staff Report’s inappropriate risk free rate
and risk premium of 6.5% in the CAPM. The risk premium
stated in the Staff Report was based on the spread of the
arithmetic mean of historical total returns between large
stocks for large companies and long-term government bonds
between 1926 and 2007. This approach is subject to a myriad
of empirical errors which make these historical retums poor
measures of expected retums. The use of historical return to
estimate an expected risk premium can be erroneous because
(1) ex post returns are not the same as ex ante expectations,
(2) market risk premiums can change over time, increasing
when investors become more risk- averse, and decreasing
when investors become less risk-averse, and (3) market
conditions can change such that ex post historical returns are

11
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poor estimates of ex ante expectations. This approach is
outdated, ignores twenty years of academic and professional
research on the equity risk premium, and is out of touch with
the real world of finance. The research and surveys of
investment banks, consulting firms, and CFOs, who use the
equity risk premium concept every day in making financing,
investment, and valuation decisions, indicates an equity risk
premium in the 4% range is appropriate.
Is this objection valid?
No. As previously stated, Staff will not predict economic conditions
for the rate period when formulating its CAPM recommendation.
Staff believes that growth rates occur in a manner independent of the
preceding growth rate. Short-term forecasts involve arbitrary
selective guesses as to which conditions that have occurred before
will be prevalent in the near-term. Staff admits that it cannot predict
the future and, thus, incorporates parameters that reflect broad
general conditions in its analysis. As stated above, the dates for

yields of U.S. Treasury Bonds have been updated to include a more

recent period, from September 20, 2007 to September 19, 2008.

What objections were submitted concerning the Staff’s DCF
analysis?
Columbia’s Objection 8 states:

Columbia objects to the Staff’s use of a non-constant DCF in

calculating the cost of equity. The Staff’s methodology
understates the cost of equity because it improperly uses an

12
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average stock price consisting of twelve months of data,
which is too long, given the prospective nature of utility
ratemaking, and includes data which are too far removed
from current market fundamentals to reflect the current cost
of equity.

Columbia’s Objection 9 states:

Columbia objects to the Staff’s calculation of the cost of
equity using a non-constant DCF, because the methodology
used to calculate the expected growth rate was improperly
employed. Among other things, the transition period (fifth to
twenty-fifth years) used to project future cash flows is
entirely arbitrary, and the four-hundred year time hotizon
reflected on Sch. D-1.9 is too long to provide a reasonable
estimate of current investor expectations. In addition, Staff’s
use of a natural logarithm is incompatible with the annual
periodic form of the DCF model employed by Staff, which
requires that a discrete compound growth rate be used when
computing the DCF growth rate.

Office of Consumers” Counsel’s Objection 4 states:

The OCC objects to the Staff Report’s use of a multi-
stage DCF model which includes a growth rate that is
a combination (1) the average of projected EPS growth
from Wall Street analysts (as collected and compiled
by Reuters, Yahoo!, and MSN) and Value Line and (2)
a long-term growth rate equal to the projected GNP
growth rate. It is well known that the EPS growth rate
projections of Wall Street analysts are upwardly biased
and produce an overstated DCF equity cost rate.
Furthermore, the Staff had provided no theoretical or
empirical support to justify using the projected GNP
growth rate as the expected long-term DCF growth
rate. '

What is the Staff’s response to these DCF objections?

13
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Regarding Columbia’s Objection 8, in the Staff’s estimation, the
period of a year is a natural cycle for this phenomenon, and it is also

a reasonable tradeoff between stability and timeliness.

Addressing Columbia’s Objection 9 and the OCC’s Objection 4,
Staff will not predict economic conditions for the rate period when
formulating its DCF recommendation. Staff believes that growth
rates occur in a manner independent of the preceding growth rate.
Analysts formulate company-specific growth estimates for the next
five years. Staff moderated these growth rates by merging them into
the long term GNP grow{h rate. In the absence of company-specific
growth rates beyond five years, the jong term GNP rate isa
satisfactory proxy, as it would be an average rate that companies on
balance could not exceed. Projections of GNP growth are made for
limited periods during which specific economic conditions are
presumed to apply. Staff’s use of the GNP rate is over a broad
period with no specific conditions presumed. “Projecteﬂ GNP” is
éppropriatc only if one guesses about prospective economic
conditions. (Any projected growth rates from Reuters were not

included in the Staff’s analysis due to its merger with MSN.)

Columbia’s Objection 11 states:

14
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Columbia objects to the Staff’s non-constant DCF and CAPM
calculations of the cost of equity. Those calculations are
understated because they have not been adjusted for
application to a book value, rather than market value, capital
structure used to determine the weighted average cost of
capital.

Is this objection valid?

No. The run-up in market values of equity has outpaced the market
value of debt, causing increasingly higher market-related equity
ratios. Market values of common equity increasingly reflect aspects
of the business which have nothing to do with utility service. It is
not possible to separate out the non-utility market value. The result
is an inordinately high equity ratio for regulated utility cost of
capital. The regulatory process does provide compensation for new
investment in the rate base, as new investment is made. The book
value of a stock is determined by the market price at each issuance.
To adjust these balances to current market value, however, inflates
balances beyond what investors have acfually made, and inflates the
proportion of equity in the capital structure above what would be

necessary for the investor-required cost of capital.

OCC Objection 39, states:

15
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The OCC objects to the Staff Reports’ incorporation of
an excessive flotation cost adjustment to the cost of
equity. This adjustment is erroneous. The Staff has
not identified any actual flotation costs for the
Company. Therefore, the Staff is recommending that
the Company receive annual revenues in the form of a
higher return on equity for flotation costs that have not
been identified by the Staff.

What is the Staff’s response to this objection?

First of all, OCC misconsirues Staff’s issuance adjustment as
including flotation costs. Staff’s adjustment in no way reflects
flotation costs, if such a term is meant to refer to dilution or price
pressure. Staff’s adjustment reflects only an estimate for issuance

COsts.

In addition, OCC makes a recommendation for the next rate case,
not this one. OCC requests that Columbia itemize its stock issuance
costs incurred in the test year and submit them as a test-vear
expense. It is not relevant to the Staff that the Applicant or its parent
or affiliates have plans to issue new equity. The Staff does not
reflect issuance costs as an annual operating expense in the revenue

requirement calculation.

16
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The Staff traditionally includes an issuance cost in its estimation of
the cost of common equity. This is merely an estimated “generic”
amount based on issuance costs associated with prior security
offerings. Just as the actual imbedded costs of debt and preferred
stock include issuance costs, a similar adjustment is required for the

cost of common equity.

What are common stock issuance costs?

Issuance costs include expenditures made directly by the company
issuing stock, for the purpose of issuing stock. Some of these
expenditures would be for filing with the SEC, accounting, legal
representation, printing, and exchange listing. Issuance costs also
include the underwriting spread, which is not an expenditure for the
issuing company. Basically, the underwriting spread is the
difference between the proceeds to the company and the price paid
by the primary purchasers of an issue. Issuance costs are the
difference between the amount paid by the primary purchasers and
the net proceeds, which is the amount available for investment by

the company.

Why is an adjustment for issuance cost necessary?

17
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The cost of issuance is properly spread over the life 6f the stock
issue. As long as stock has been issued, an equity adjustment 1s
necessary. It does not matter what future financing plans have been
prepared. The investor requires a full return as long as the investor
owns the stock. The company issuing new equity initially receives
funds in the amount of the equity issued. The amount of equity
issued less the issuance cost is the amount available to the company
for investment, yet the investor has, as required, paid a return on the
full amount of investment. A greater return, therefore, must be
earncd on the lesser amount that can be invested. This is made

possible by the Staff’s adjustment to the baseline cost of equity.

Should an adjustment be made to the cost of equity to reflect dilution
or price pressure?

No. The investors pay the public offering price, which reflects any
dilution effect. The investors require a return on the amount they
have invested, not the amount that their investment would have
entailed had they been able to buy shares at market\price prior to any

public announcement of stock issuance.

Does this conclude your testimony?

Yes.

18
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Angela M. Paul Whitfield

Carpenter Lipps & Leland

280 Plaza, Suite 1300

280 North High Street

Columbus, OH 43215

leland@carpenterlipps.com

bricker@carpenterlipps.com
aul@carpenterlipps.com
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mailto:leland@carpenterlipps.com
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Long Term Debt
Preferred Stock

Common Equity

Total Capital

Schedule D-1

Rate of Return Summary
Columbia Gas of Ohio

% of
Total

49.29%

0.00%

50.71%

100.00%

%
Cost

5.78%

0.00%

9.88% -10.89%

Weighted
Cost %

2.85%
0.00%

501% -5.52%

7.86% -8.37%



Schedule D-1.1

Equity Issuance Cost Adjustment
Columbia Gas of Ohio, Inc.
December 31, 2007

(1) Retained Earnings’ $474,871,000
(2) Total Common Equity® $660,296,244
(3) Ratio of (1) to (2) 0.7192
(4} Generic Issuance Cost, f 3.50%
(5) External Equity Ratio, w [1.0 - (3)] 0.28082
(6) Net Adjustment Factor, (W/(1-f) + (1 -w) 1.01019
(7) Low End Equity Cost [10.03% x (6)] 10.13%
(8) High End Equity Cost [11.03% x (6)] 11.14%
(9) Adjusted Low End Equity Cost [(7) - .25%] 9.88%
(10) Adjusted High End Equity Cost [(8) - .25%)] 10.89%
Sources:

1 Applicant's Schedule C-11.1
2 Applicant's Schedule D-1
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Schedule D-1.2

CAPM Cost of Equity Estimate

losing 10YT Yid Closing 30Yr YId

Date: % (%)
20-Sep-07 4.67 4.94
21-Sep-07 463 489
24-Sep-07 4.62 4.88
25-Sep-07 461 4.89
26-Sep-07 462 4.89
27-Sep-07 457 4.84
28-Sep-07 4.58 4.83

1-Oct-07 4.56 4.80
2-Oct-07 4.53 4.78
3-Oct-07 4.54 4.79
4-Qct-07 4.52 4.77
5-Oct-07 4.64 4.87
8-Oct-07 4.64 4.86
9-Oct-07 4.65 4.86
10-Oct-07 4.65 4.86
11-0ct-07 4.66 4.88
12-Oct-07 4.69 4.91
15-Oct-07 4.67 4.91
16-Oct-07 4.66 4.91
17-Oct-07 4.55 4.81
18-Oct-07 4.50 4.78
19-Oct-07 4.40 4.69
22-Oct-07 4.39 4.67
23-Oct-07 4.41 4.69
24-Qct-07 433 4.64
25-Qct-07 4.35 4.66
26-Qct-07 4.39 4.68
29-Oct-07 4.38 4.66
30-Oct-07 4.38 4867
31-Oct-07 4.47 4.75
1-Nov-07 4.36 465
2-Nov-07 429 459
5-Nov-07 4.32 462

B-Nov-07 4.36 4.65



7-Nov-07
8-Nov-07
9-Nov-07
12-Nov-07
13-Nov-07
14-Nov-07
15-Nov-07
16-Nov-07
19-Nov-07
20-Nov-07
21-Nov-07
23-Nov-07
26-Nov-07
27-Nov-07
28-Nov-07
29-Nov-07
30-Nov-07
3-Dec-07
4-Dec-07
5-Dec-07
6-Dec-07
7-Dec-07
10-Dec-07
11-Dec-07
12-Dec-07
13-Dec-07
14-Dec-07
17-Dec-07
18-Dec-07
19-Dec-07
20-Dec-07
21-Dec-07
24-Dec-07
26-Dec-07
27-Dec-Q7
28-Dec-07
31-Dec-07
2-Jan-08
3-Jan-08
4-Jan-08
7-Jan-08
g-Jan-08
9-Jan-08

433
4.27
422
4.21
4.26
4.27
4,16
4.156
4.08
4.05
4.02
4.01
3.85
3.94
4.03
3.94
3.97
3.89
3.89
3.91
4.00
4.12
4.15
3.99
4.08
4.17
4.23
419
4.12
4.07
4.03
4.17
4.21
428
4.20
4.10
403
3.90
3.90
3.85
3.84
3.84
3.79

467
4.66
4.60
4.59
461
460
4,53
4.52
4.48
448
4.47
4.44
4.28
4.36
4.41
4.35
4.40
4.35
4.35
4.39
4.48
4.59
4.61
4.48
4.53
4.61
4.68
4.62
4.54
4.49
4.45
4.57
4.62
4.89
4.61
4.51
4.46
4.35
4.37
4.36
4.34
4.36
432
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10-Jan-08
-11-Jan-08
14-Jan-08
15-Jan-08
16-Jan-08
17-Jan-08
18-Jan-08
22-Jan-08
23-Jan-08
24-Jan-08
25-Jan-08
28-Jan-08
29-Jan-08
30-Jan-08
31-Jan-08
1-Feb-08
4-Feb-08
5-Feb-08
6-Feb-08
7-Feb-08
8-Feb-08
11-Feb-08
12-Feb-08
13-Feb-08
14-Feh-08
15-Feb-08
19-Feb-08
20-Feb-08
21-Feb-08
22-Feb-08
25-Feb-08
26-Feb-08
27-Feb-08
28-Feb-08
29-Feb-08
3-Mar-08
4-Mar-08
5-Mar-08
8-Mar-08
7-Mar-08
10-Mar-08
11-Mar-08
12-Mar-08

3.89
3.81
3.79
3.70
3.71
3.64
3.65
3.48
3.43
3.64
3.58
3.58
3.66
3.73
3.64
3.60
3.64
3.59
3.61
374
3.865
3.62
3.68
3.69
3.82
3.78
3.88
3.92
3.78
3.79
3.80
3.86
3.85
3.71
3.53
3.53
3.68
3.69
3.62
3.54
3.44
3.60
3.48

4.44
4.39
437
4.29
4.32
4.25
4.30
4.23
418
4.35
4.28
4.28
4.34
4.43
4.35
4.32
437
4.34
437
4.50
444
4.41
4.46
4.51
4.65
4.59
4.66
4.64
4.55
4.58
4.66
4.66
485
4.55
4.42
4.43
4.48
4.61
4.68
4.54
4.45
4.53
4.41
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13-Mar-08
14-Mar-08
17-Mar-08
18-Mar-08
19-Mar-08
20-Mar-08
24-Mar-08
25-Mar-08
26-Mar-08
27-Mar-08
28-Mar-08
31-Mar-08
1-Apr-08
2-Apr-08
3-Apr-08
4-Apr-08
7-Apr-08
B-Apr-08
9-Apr-08
10-Apr-08
11-Apr-08
14-Apr-08
15-Apr-08
16-Apr-08
17-Apr-08
18-Apr-08
21-Apr-08
22-Apr-08
23-Apr-08
24-Apr-08
25-Apr-08
28-Apr-08
29-Apr-08
30-Apr-08
1-May-08
2-May-Q08
5-May-08
6-May-08
7-May-08
8-May-08
9-May-08
12-May-08
13-May-08

3.53
3.42
3.31
3.45
3.36
3.33
3.52
3.49
3.49
3.53
3.47
3.43
3.55
3.98
3.59
3.48
3.96
3.56
3.47
3.53
3.47
3.50
3.57
3.70
3.73
3.74
3.71
3.72
3.73
3.83
3.87
3.84
3.83
3.76
3.75
3.85
3.85
3.89

1 3.87

3.81
3.77
3.78
3.91

4.45
4.35
428
433
422
416
431
430
433
4.38
4.34
4.31
4.38
4.39
4.39
4.32
4.37
4,38
4.31
4.34
4.30
4.34
4.41
4.53
4.52
4.52
4.48
4.47
4.49
4.54
4.59
4.57
4.56
4.50
4.48
4.57
4.58
4.64
4.62
4.56
4.52
4.52
4.62
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14-May-08
15-May-08
16-May-08
19-May-08
20-May-08
21-May-08
22-May-08
23-May-08
27-May-08
28-May-08
29-May-08
30-May-08
2-Jun-08
3-Jun-08
4-Jun-08
5-Jun-08
6-Jun-08
9-Jun-08
10-Jun-08
11-Jun-08
12-Jun-08
13-Jun-08
16-Jun-08
17-Jun-08
18-Jun-08
19-Jun-08
20-Jun-08
23-Jun-08
24-Jun-08
25-Jun-08
26-Jun-08
27-Jun-08
30-Jun-08
1-Jul-08
2-Jul-08
3-Jul-08
7-Jui-08
8-Jul-08
9-Jul-08
10-Jul-08
11-Jul-08
14-Jul-08
15-Jul-08

3.94
3.84
3.85
3.84
3.78
3.82
3.92
3.83
3.92
4.01
4.08

4.05

3.97
3.90
3.94
4.03
3.04
3.99
410
4.07
4.20
426
4.24
422
415
4.20
4.14
417
4.11
4.11
4.03
3.99
3.98
3.99
3.96
3.97
3.93
3.88
3.83
3.81
3.94
3.88
3.84

464
4.58
4.58
457
453
4.56
463
4.56
464
470
4.76
4.71
4.68
4.62
4.68
4.73
4.65
4.62
4.70
4.70
4.76
4.80
4.78
4.79
4.73
4.75
4.70
4.71
4.66
4.66
4.60
4.54
4.53
4.54
4.50
4.53
4.50
4.46
4.43
4.42
4.52
4.47
4.47
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16-Jul-08
17-Jul-08
18-Jul-08
21-Jul-08
22-Jul-08
23-Jul-08
24-Jul-08
25-Jul-08
28-Jul-08
29-Jul-08
30-Jul-08
31-Jul-08
1-Aug-08
4-Aug-08
5-Aug-08
6-Aug-08
7-Aug-08
8-Aug-08
11-Aug-08
12-Aug-08
13-Aug-08
14-Aug-08
15-Aug-08
18-Aug-08
19-Aug-08
20-Aug-08
21-Aug-08
22-Aug-08
25-Aug-08
26-Aug-08
27-Aug-08
28-Aug-08
29-Aug-08
2-Sep-08
3-Sep-08
4-Sep-08
5-Sep-08
8-Sep-08
9-Sep-08
10-Sep-08
11-Sep-08
12-Sep-08
15-Sep-08

3.93
4.04
4.08
4.07
410
415
4.02
4.11
4.02
4.04
4.05
3.98
3.95
3.97
4.01
4.05
3.83
3.95
4.00
3.92
3.95
3.89
3.85
3.82
3.84
3.80
3.84
3.87
3.79
3.78
3.77
3.80
3.81
3.75
3.70
3.64
3.66
3.66
3.60
3.64
3.62
3.73
3.48

4.58
4.64
4.66
4.65
4.66
4.70
4.61
4.70
4.61
4.62
4.64
460
4.57
4.59
4.63
4.69
4.56
4.55
4.61
4.55
4.58
452
4.47
4.44
4.47
4.44
4.47
4.46
4.40
4.39
4.38
4.39
4.41
4.36
4.32
4.28
4.28
4,27
419
422
4.21
433
415
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16-Sep-08
17-Sep-08
18-Sep-08
19-Sep-08

Averages:
Last 63 days
Last 126 days
Last 189 days
Last 253 days

Average

Average of 10
and 30 Year
Yields

CAPM Cost of
Equity Estimate

Source: Yahoo.com

CAPM

= rigk free return + B( large company total return - risk free

3.49
3.41
3.44
3.77

3.8760
3.8463
3.8029
3.9325

3.8644

4.1828

9.7620

4.09
4.08
4.11
4.37

4.4768
4.5132
4.4864
4.5283

4.5012

return)
= 4.182790652% + .858333(6.5% )
Value Line Betas:
ATG 0.85
ATO 0.80
CNP 0.90
NJR 0.80
SRE 0.95
WGL 0.85
AVG 0.858333333
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http://Yahoo.com

Stock Prices’ ($)

09/20/07
09/21/07
09/24/07
09/25/07
09/26/07
09/27/07
09/28/07
10/01/07
10/02/07
10/03/07
10/04/07
10/05/07
10/08/07
10/09/07
10/10/07
10/11/07
10/12/07
10/15/07
10/16/07
10/17/07
10/18/07
10/19/07
10/22/07
10/23/07
10/24107
10/25/07
10/26/07
10/29/07
10/30/07
10/31/07
11/01/07
11/02/07
11/05/07
11/086/07

Schedule D1.3
DCF Cost of Equity Estimate

ATG
39.7300
40.0400
39.8500
39.8400
39.7700
39.8000
39.6200
40.0300
38,9900
40.1000
40.4300
40.6800
40.6500
41.0000
40.4100
40.3800
40.0600
39.8100
39.2000
38.8800
38.8500
38.2500
37.2300
37.4100
37.6400
38.0400
38.7200
38.7700
38.7300
39.5300
38.7700
38.2600
37.7800
38.1900

ATO
28.2300
28.3000
28.3200
28.2500
28.5000
28.4400
28.3200
28.9200
28.8300
28.9200
29.0000
29.2800
28.1700
29.4400
29.3200
29.4600
29.3800
28.8500
28.6300
28.2700
28.2900
27.7800
27.9200
28.0600
28.1200
28.0800
28.1200
27.9600
27.7700
28.0500
27.7600
28.0800
27.8300
27.8400

CNP
16.3200
16.5700
16.4500
16.3600
16.4600
16.3200
16.0300
16.4000
16.4700
16.4700
16.4700
16.8700
17.0000
17.1700
16.9400
16.7900
16.9200
16.6500
16.4400
16.3800
16.3600
15.9700
16.1600
16.0500
16.0400
16.2600
16.4300
16.4400
16.5700
16.7600
16.6700
17.1100
17.6400
18.2100

NJR
32.7267
32.7667
32.6600
32.6800
33.5133
33.4733
33.0600
33.5667
33.6200
33.5733
33.8000
341133
33.8800
34.0000
33.5533
33.4267
33.2800
32.4733
32.1933
32.0400
31.7800
31.1667
31.6333
32.0333
31.6200

- 31.8667

32.2333
32.2000
32.0867
32.8333
31.6487
31.5333
31.7000
32.4133
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SRE
§8.1300
©8.8400
59.2500
58.7000
59.0000
58.9000
58,1200
58.9800
58.2500
58.3200
58.6400
58.6000
58.1400
58.9400
58.3700
59.3400
§9.2700
59.7800
59.8800
59.6100
99.5100
58.1600
68.5300
58.7200
58.5600
29.5500
60.0500
60.6000
60.3400
61.5100
60.2000
61.2100
62.0200
62.3300

WGL
33.5800
33.7400
33.5300
33.5600
34.2200
34.4000
33.8900
34.2900
34.0600
34.4000
34.4200
34,2900
34.4800
34.9200
34.5400
34.8300
34.6700
34.0600
33.8700
33.8500
33.6400
32.7800
32.9400
32.8200
32.5700
32.8800
33.6000
33.4800
33.3000
33.9200
32.8400
32.9100
32.9400
33.1400



L11107/07

11/08/07
11/09/07
11112107
11/13/07
11/14/07
11/15/07
11/16/07
11/19/07
11/20/07
11/21/07
11/23/07
11/26/07
11/27/07
11/28/07
11/29/07
11/30/07
12/03/07
12/04/07
12/05/07
12/06/07
12/07/07
12/10/07
12/11/07
12/12/07
12/13/07
12/14/07
12/17/07
12118/07
12/19/07
12/20/07
12121107
12/24/07
12/26/07
12127107
12/28/07
12131107
01/02/08
01/03/08
01/04/08
01/Q7/08
01/08/08
01/09/08

37.1600
38.3300
38.0100
37.6400
37.7500
36.6300
36.8100
36.9300
36.6700
36.7200
36.4000
36.1400
36.1200
36.6700
37.5400
36.9400
37.0800
37.1500
37.5400
38.1100
38.5100
38.3200
38.2200
37.6400
37.3100
37.1300
36.2500
35.8100
36.1500
36.2400
36.2900
37.1700
37.2600
37.2700
37.3800
37.4200
37.6400
37.3000
36.9300
36.8000
37.2700
37.3700
38.0000

26.9500
26.9600
26.8000
26.7700
27.1200
27.0200
27.2100
26.9000
26.9000
26.9200
26.4700
26.5800
26.2100
26.1300
26.2000
26.1100
26.1900
26.1800
26.4900
26.8200
27.3900
27.0700
27.1900
27.0300
26.9400
27.2800
26.8800
26.7400
27.1500
27.4300
28.0000
28.6500
28.7600
28.3900
28.2100
28.1000
28.0400
27.9500
27.7900
27.6700
27.9400
28.0000
28.1700

18.0600
18.5100
18.2200
17.6700
17.9200
17.8300
17.8400
17.6600
17.5700
17.7800
17.4600
17.4900
17.4400
17.4000
17.6300
17.6000
17.8500
17.9400
18.0700
18.2700
18.0800
183.1600
18.2500
18.0200
18.0000
18.3700
18.3300
18.1600
18.2000
18.1000
17.3400
17.3800
17.6500
17.6000
17.5200
17.4700
17.1300
16.8700
16.6800
16.5200
16.6200
16.7300
16.9800

31.2467
32.3800
31.9067
31.8200
31.9867
31.8400
32.6067
32.4867
32.6200
32.9333
33.2133
33.2400
32.6933
33.2200
34.1400
33.6133
33.6333
33.2467
33.3667
33.7933
34.5467
34,2633
34.1267
33.2933
33.3333
33.7733
32.6600
32.6733
33.2733
33.2400
33.2333
34.0000
34.3000
34.0133
33.3333
33.3467
33.3467
32.5867
32.4667
32.4733
32.9087
32.4200
33.0033
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60.1600
61.5400
60.0000
$9.2600
59.5100
58.9600

58.8500

60.1100
60.9000
61.1600
60.5600
60.5800
60.9300
61.4000
62.4800
62.2600
62.6200
62.3000
62.8300
63.8900
63.8200
63.5900
63.8600
62.1500
62.1600
62.6300
61.1800
61.0200
61.7800
61.3400
61.4000
62.7200
€3.0700
62.3200
61.7800
62.2600
61.8800
61.4100
60.8500
60.2500
60.6000
60.9800
61.9500

32.3600
33.5800
32.8000
32.7200
33.5000
33.2200
33,3900
33.0000
32,9100
33.0400
32.9400
33.1800
32.7400
33.2400
33.3900
33.0300
33.0400
32.6800
33.1300
33.3200
33.9100
33.5300
33.5700
32.8800
32.7400
33.1400
32.2100
32.0500
32.4300
32.5500
33.0100
34.0200
34.2200
33.9400
33.4100
33.2300
32.7600
32.5500
32.5000
32.2200
32.6300
31.5900
32.8200



0110108
01/11/08
01/14/08
01/15/08
01/16/08
01/17/08
01/18/08
01/22/08
01/23/08
01/24/08
01/25/08
01/28/08
01/29/08
01/30/08
01/31/08
02/01/08
02/04/08
02/05/08
02/06/08
02/07/08
02/08/08
02/11/08
02/12/08
02/13/08
02/14/08
02/15/08
02/19/08
02/20/08
02/21/08
02/22/08
02/25/08
02/26/08
02/27/08
02/28/08
02/29/08
03/03/08
03/04/08
03/05/08
03/06/08
03/07/08
03/10/08
03/11/08
03/12/08

38.0800
38.3900
37.9600
37.3900
37.7200
37.1300
36.6900
36.3800
37.6900
36.8200
36.8800
37.2200
37 4900
36.9800
37.8500
38.4600
39.0300
37.8400
37.6300
36.7600
36.9200
36.8800
37.1000
36.4400
36.4300
36.3800
36.2700
36.5000
35.7700
35.6500
36.4200
36.4400
36.1600
35.8000
34.6800
35.0300
36.5400
35.3300
34.4400
34.5500
34.3600
34.7800
34.4600

28.0200
27.8500
27.8700
27.5600
27.6000
27.3600
26.9200
26.9100
27.8500
27.5600
27.4700
27.8000
28.3200
28.2500
28.7400
28.9600
28.9100
28.3300
27.6300
27.4600
27.5100
27.9600
27.6300
27.5100
27.2400
27.0400
27.2300
27.6500
26.8500
26.7200
27.0700
27.1300
26.7400
26.6100
26.0000
26.0700
26.3400
26.2400
25.8700
25.7800
25.6000
26.0300
25.6700

16.9700
16.8200
16.7500
16.4300
16.5500
16.0100
15.8800
15.4600
15.8300
15.4100
15.3300
15.8000
15.7500
15.7700
15.9800
16.1500
16.3400
15.8900
15.8500
15,7600
15.5800
15.4700
15.6800
15.4900
15.2800
15.3000
15.4500
15.5300
15.1800
15.3400
15.3000
15.3300
15.2400
15.2700
14.6800
14.5100
14.5800
14.5000
14.2600
14.2000
14.2800
14.5600
14.2000

33.3467
33.1733
33.0800
32.7087
32.8133
32.0667
31.0933
30.1267
31.4533
30.5733
30.4467
31.0000
30.9400
30.4600
31.2200
31.4933
32.3733
31.5067
32.1600
32.7200
32.3800
32.3267
32.1800
33.2400
32.7467
32.6200
32.7333
32.7200
31.9867
32.0133
32.4200
32.0733
32.0333
31.6267
30.6733
31.1000
31.2700
30.7500
30.0400
29.8200
29.8100
30.4700
30.4200
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61,7800
62.5700
62,4500
61.8500
60.4400
58.5600
57.3000
©5.0900
56.1100
54.9800
54.0900
54.7900
54.9900
54.8500
55.9000
96.9800
58.1100
56.1500
56.1700
55.8600
55.6100
55.1200
56.5500
56.3800
55.7300
55.5400
55.3200
55.2100
54.4200
54.4500
54.8700
65.7700
54.9500
54,8600
53.1300
52.7600
52.5700
52.7500
52.1900
52.1000
51.6700
©2.8000
52.6500

34.2800
33.8700
34.1400
33.4200
33.7900
33.2800
32.6200
32.2200
33.1400
32.2600
31.8100
32.2100
32.0500
31.7900
32.2400
32.3300
32.8000
32.1200
32.0800
32.2400
32.2100
31.8000
31.7800
31.8900
32.2300
32.4300
32.7100
33.1000
32.5100
32.5100
33.0400
33.2600
32.9300
32.3400
31.1900
31.3300
31.8300
31.6600
30.7600
30.7800
31.2500
32.2000
31.8200



.03/13/08
03/14/08
03/17/08
03/18/08
03/19/08
03/20/08
03/24/08
03/25/08
03/26/08
03/27/08
03/28/08
03/31/08
04/01/08
04/02/08
04/03/08
04/04/08
04/07/08
04/08/08
04/09/08
04/10/08
04/11/08
04/14/08
04/15/08
04/16/08
04/17108
04/18/08
04/21/08
04/22/08
04/23/08
04/24/08
04/25/08
04/28/08
04/29/08
04/30/08
05/01/08
05/02/08
(5/05/08
05/06/08
05/07/08
05/08/08
05/09/08
05/12/08
05/13/08

34.7300
34.4300
33.8200
34.3900
33.9800
33.9600
34.1900
34.5100
33.8000
34.0500
33.8500
34.3200
35.2700
34.9100
34.6000
34.0500
34.6000
34.6200
34.2700
34.0300
33.8500
33.9200
34.2000
35.2700
35.2000
35.3900
35.0700
34.7300
34.8600
35.0800
35.1000
35.0900
35.0000
34.0000
35.1600
34.9700
35.5500
35.8200
35.6600
35.7100
35.8200
36.2500
36.3300

25.8500
25.9000
25.6100
25.6800
25.2800
25.2200
25.1100
25.1000
25.2400
25.3000
25.0900
25.5000
26.2700
26.7800
26.7200
26.4400
26.8200
26.4100
26.2500
26.0500
25.8100
25.8300
26.3000
27.0700
27.1100
27.3600
27.0100
26.8100
27.3100
27.6400
27.8800
28.0700
27.9400
27.6800
28.1000
27.9700
28.4400
28.4300
27.9000
27.6500
27.8600
27.9800
28.1300

14.0000
13.9100
13.8400
14.1700
13.9600
14.1600
13.9100
14.2400
14.2200
14.1900
14.0500
14,2700
14.6600
15.0400
14.8200
14.9400
15.1400
15.1500
16.1500
15.0300
15.0900
15.1400
15.2600
15.4500
15.4700
15.6900
15.4900
15.4100
15.4700
15.4400
15.5700
15.6800
15.6200
15.2200
15.5500
15.7200
15.5400
15.4400
15.1600
15.3800
15.2300
15.5000
15.6300

31.1200
30.9400
30.9600
31.8300
31.1800
30.9400
30.9100
30.8300
30.8500
30.6500
30.5500
31.0500
31.9000
32.4300
31.6200
31.0300
31.4200
31.5800
31.4900
31.6700
31.1300
31.5300
32.2100
33.2000
32.7500
32.9900
32.6900
32.1600
32.6300
32.8000
33.0500
32.6100
32.4100
31.8500
32.7100
32.6700
32.7100
32.8000
32.3300
32.3700
32.6700
33.1700
33.4900
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52.7000
52.7800
51.0000
51.2700
30.1100
49.5200
50.2500
50.7500
$1.0200
53.0000
52.9800
53.2800
54.3100
5§5.2900
54.6500
§4.3000
55.1700
55.1600
54.4600
54.6400
55.0200
©5.0700
55.4800
56.8600
56.7800
57.2400
56.7700
56.5200
57.5000
57.2400
57.0400
56.9800
56.6700
56.6700
56.8800
58.8000
57.7300
57.8200
57.2700
§7.1600
57.1600
$57.8900
58.3100

32.3500
32.3000
32.0100
33.0800
32.2000
32.2400
31.9000
31.8500
31.8600
31.8000
31.6500
32.0600
32.7600
33.1600
32.9500
32.4800
32.5600
32.3200
32.3000
32.3100
31.8100
32.2500
32.6700
33.6900
33.5400
33.9000
33.4800
33.0600
33.4600
33.6200
33.3600
33.3900
32.9800
32.8000
34.7900
34.4800
34.6800
34.4500
34.0100
33.8300
34.0000
34.5100
34.9700



.05/14/08
05/15/08
05/16/08
05/19/08
05/20/08
05/21/08
05/22/08
06/23/08
05/27/08
05/28/08
05/29/08
05/30/08
06/02/08
06/03/08
06/04/08
06/05/08
06/06/08
06/09/08
06/10/08
06/11/08
06/12/08
06/13/08
06/18/08
06/17/08
06/18/08
06/19/08
06/20/08
06/23/08
06/24/08
06/25/08
06/26/08
06/27/08
06/30/08
07/01/08
07/02/08
07/03/08
07/07/08
07/08/08
07/09/08
07/10/08
07/11/08
07/14/08
07/15/08

36.4400
36.2400
36.7200
35.8900
35.7500
35.6000
35.7000
35.2000
35.4600
35.6600
36.0500
35.7000
35.7300
35.7000
35.9500
36.4200
35.8900
35.8800
35.3600
34.8500
34.2800
34.2300
34.0800
34,1500
34.6200
34.5600
34.2000
34.1600
33.5300
33.9300
33.9400
33.9400
34.5800
34.2200
33.5600
32.7200
32.9900
33.6300
34.0400
33.7400
33.8000
33.6200
33.5000

28.5400
28.3400
28.2800
28.2100
28.0500
28.0200
27.5300
27.3100
27.5400
27.9600
27.4000
27.3900
27.1600
27.0600
27.2200
27.4100
27.0600
27.1500
27.0500
26.8500
26.5500
26.4300
26.6700
26.8800
27.3200
27.4400
27.2000
27.6700
27.2800
27.4400
27.0800
26.8000
27.5700
27.7500
27.7300
27.2100
26.6500
26.5800
26.7200
26.7800
26.6800
26.2600
26.0100

15.7800
15.7100
15.8500
15.8700
16.0300
15.9800
16.3100
16.3300
16.7200
16.8800
17.1600
16.9400
16.8700
16.7000
16.9700
17.1000
16.6400
16.9100
16.8300
16.5300
16.4500
16.5600
16.5600
16.5200
16.4900
16.5200
16.1500
16.2100
16.0300
16.2100
15.8900
15.5400
16.0500
16.0300
16.0100
15.9000
15.8100
15.8300
16.0000
16.0800
15.9400
15,7100
15.5600

33.5500
33.6900
33.6400
33.6200
33.7000
33.9300
34.3300
33.5000
34.2300
34.0100
33.8800
33.3100
33.1900
32.8800
33.2700
34.0000
33.4600
33.5800
33.5700
32.8200
32.9200
33.2500
33.5200
33.4600
33.9100
33.7900
33.7600
33.9200
33.1900
33.5300
32.8500
32.1400
32.6500
32.9200
32.4700
32.0300
32.0000
32.5800
32.7700
33.1900
33.5500
32.9500
32.9500
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58.9700
58.7900
$9.1800
59.3500
59.2700
§9.3000
59.1500
57.5400
58.5800
58.2200
$8.0000
57.8100
57.2400
58.7500
57.3300
58.0100
56.2600
56.4800
56.4100
55.8200
55.9600
56.4000
56.8500
56.5700
56.2000
56.2300
55.3700
55.6000
55.4200
55.9800
55.1900
55.2200
56.4500
57.7600
56.8100
56.2600
55.7700
54.9000
55.5700
56.1800
55.9000
55.8400
55.0800

36.1000
34.7600
34.8500
34.7900
34.9500
34.8400
35.2500
34.7300
35.5000
35.4800
35.2700
34.8900
34.5800
34.7600
35.3600
36.0100
35.1100
35.2300
35.2000
34.8300
34.8100
34.9800
35.2500
35.7100
35.5600
35.1900
34.7900
35.6100
35.1600
35.6500
35.0400
34.6000
34.7400
35.1100
34.7700
34.3200
34.2400
34.5300
34.7300
34.8600
34.6800
34.4300
34.4100



,07/16/08

07/17/08
07/18/08
07/21/08
07/22/08
07/23/08
07/24/08
07/25/08
07/28/08
07/29/08
07/30/08
07/31/08
08/01/08
08/04/08
08/05/08
08/06/08
08/07/08
08/08/08
08/11/08
08/12/08
08/13/08
08/14/08
08/15/08
08/18/08
08/19/08
08/20/08
08/21/08
08/22/08
08/25/08
08/26/08
08/27/08
08/28/08
08/29/08
09/02/08
09/03/08
09/04/08
09/05/08
09/08/08
09/09/08
09/10/08
05/11/08
09/12/08
09/15/08

33.2700
33.4000
33.3400
33.2400
33.5000
33.3800
33.5400
33.5300
33.5000
33.3900
34.2000
34.5600
33.5000
32.8900
33.4600
33.3800
33.0200
33.1400
33.86000
33.1100
32.8700
32.3900
32.4300
32.7900
33.0000
32.9700
32.8100
32.8200
32.5300
32.7900
33.2900
33.3600
33.0600
33.2300
32.8500
32.3900
31.9400
32.6200
32.1600
32.3600
32.7900
33.0900
32.0200

25.8200
25.4900
25.5100
255100
25.7500
26.0100
25.9500
25.7700
25.8900
25.6400
26.3500
26.4700
26.4500
26.2200
27.0200
26.9800
26.5700
26.7000
27.0800
26.7200
26.8000
26.7100
26.6900
27.1900
27.4200
27.5400
27.0500
26.8500
26.6200
27.0400
27.4100
27.6100
27.5400
27.5000
27.2700
26.7400
26.4600
26.5100
26.1200
26.3700
26.8600
27.4500
26.4700

15.4200
15.3700
15.3400
15.6300
15.6500
15.4300
15.2600
15.1900
15.1500
15.1600
15.6000
15.7700
15.3200
15.2100
15.5100
16.0300
15.8300
16.2500
16.5900
16.1500
15.9700
15.9400
15.8400
15.7200
15.8900
15.8600
16.0000
16.0800
15.9900
16.1500
15.8400
16.1400
15.8800
15.6900
15.6800
15.6900
15.7500
16.0300
15.3000
15.6300
15.2900
15.4500
14.9700

32.5800
32.2800
32.0400
32.2600
33.1000
32.8500
33.2500
33.4900
33.1300
33.1000
33.8300
34.0800
33.5100
33.2000
33.7800
33.7000
33.7500
34.2400
35.2500
35.6000
35.6800
35.7700
36.0200
36.1400
36.1000
35.7600
35.6800
35.8900
35.6700
35.8300
35.9800
36.2200
36.1800
36.3500
35.9900
35.0700
34.7400
35.9000
35.6900
35.9900
36.2300
36.5100
35.6600

Page 6 of 8

54.9400
53.8100
54.6100
54.7300
54.8000
54.4500
55.0200
54.4800
54.2300
54.6500
55.4700
56.1600
55.1200
54.8300
£5.7000
55.9800
55.8100
57.1700
§7.7600
56.6600
57.0400
$6.5900
57.1300
57.3500
56.7700
57.1300
87.0200
57.4100
57.3500
57.3300
58.0800
56.5800
57.9200
97.7300
57.0500
56.2500
56.0800
57.3600
57.2000
56.9400
57.7000
58.1700
56.4200

33.7700
33.6800
33.4400
33.2900
33.9600
33.5200
33.7900
33.9400
33.8900
34.0000
34.8000
34,5300
24.6700
34.6600
33.4100
32.5500
31.7500
32.4100
33.0300
32.6700
32.6300
32.4000
32.4600
32.7200
32.7500
32.9200
32.6100
32.6900
32.0800
32.0500
32.2300
32.5700
32.2000
32.4800
32.5700
32.0000
31.6400
32.9000
32.4800
33.0100
33.4200
33.8300
33.0300



,09/16/08

09/17/08
09/18/08
09/19/08

AVERAGE ($)

QUARTERLY DIV.2 ($)

ANNUAL DIVIDEND ($)
YIELD

EARNINGS GROWTH ESTIMATES:
MSN?®

YAHOO?

VALUE LINE®:

'07 EARNINGS ($)

11 EARNINGS (3)

VALUE LINE CALCULATED
VALUE LINE, "BOXED"

VALUE LINE (AVERAGE)

DCF GROWTH ESTIMATE

DCF COST OF EQUITY ESTIMATE
DCF AVERAGE

CAPM COST OF EQUITY ESTIMATE

COST OF EQUITY ESTIMATE

31.8900
31.4100
33.2800
33.7800

35.7664

0.4100
0.4200
0.4200
0.4200
1.6700

4.67%

4.80%

2.25%

2.75
3.15
3.40%
3.00%

3.20%

4.42%

10.66%

26.5700

25.8600

28.2500
28.1000

27.2045

0.3250
0.3250
0.3250
0.3250
1.3000

4.78%

5.40%

5.00%

1.98
245
7.10%
4.50%

5.80%

5.40%

11.20%

14.8700
14.1300
13.9800
14.8300

16.0758

0.1700
0.1830
0.1830
0.1830
0.7190

4.47%

9.00%

18.00%

1.20
1.50
7.44%
6.00%

6.72%

11.24%

13.88%

36.9800
36.3000
38.9000
38.7600

32.9936

0.2670
0.2800
0.2800
0.2800
1.1070

3.36%

8.00%

6.00%

1.10
2.80
31.14%
8.50%

19.82%

11.27%
12.30%
11.30%

9.76%

10.53%
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53.0400
50.5700
51.7400
53.4800

57.3456

0.3100
0.3100
0.3200
0.3500
1.2600

2.25%

7.00%

71.76%

3.75
5.75
10.69%
6.00%

8.34%

7.70%

9.41%

33.4900
32.0700
34.7500
35.1400

33.3614

0.3430
0.3430
0.3550
0.3550
1.3960

4.18%

7.50%

4.00%

2.40
2.55
1.62%
3.50%

2.51%

467%

10.33%



Sources:
1

2
3
4
5

MSN Investor

MSN Investar & Value Line Investment Guide
moneycentral.msn.com

finance yahoo.com

Value Line Investment Guide
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http://moneycentral.msn.com
http://finance.yahoo.com

Schedule D-1.4
ATG Non-Constant DCF Calculation
non const

g= 4.42% dcf=

D= $1.67
P=
GROWTH

YEAR RATE
1 4.42%
2 4.42%
3 4.42%
4 4.42%
5 4.42%
6 4.53%
7 4 65%
8 4.76%
9 4 .88%
10 5.00%
11 511%
12 5.23%
13 5.34%
14 5.46%
15 5.58%
16 5.69%
17 5.81%
18 592%
19 6.04%
20 6.16%
21 6.27%
22 6.39%
23 6.50%
24 6.62%
25 6.74%
26 6.74%
27 6.74%
28 6.74%
29 6.74%
30 6.74%

10.66%

$35.77

DIVIDEND

$1.74
$1.82
$1.90
$1.99
$2.07
$2.17
$2.27
$2.38
$2.49
$2.62
$2.75
$2.89
$3.05
$3.21
$3.39
$3.59
$3.79
$4.02
$4.26
$4.52
$4.81
$5.12
$5.45
$5.81
$6.20
$6.62
$7.06
$7.54
$8.05
$8.50

const
def=

g(e)=

This schedule is truncated; the calculation extends to

400 years to ensure the stability of the calculation.

g, D, P are from Schedule D-1.3

g{e) is from Schedule D-1.10

9.29%

6.74%
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Schedule D-1.5
ATO Non-Constant DCF Calculation
non

const const
5.40% dcf= 11.20% dcf= 10.44%

$1.30 g(e)= 6.74%
P=  $27.20
GROWTH
RATE DIVIDEND
5.40% $1.37
5.40% $1.44
5.40% $1.52
5.40% $1.60
5.40% $1.69
5.47% $1.78
5.53% $1.88
5.60% $1.90
5.67% $2.10
5.73% $2.22
5.80% $2.35
5.87% $2.49
5.93% $2.63
6.00% $2.79
6.07% $2.96
6.13% $3.14
6.20% $3.34
6.27% $3.55
6.34% $3.77
6.40% $4.01
6.47% $4.27
6.54% $4.55
6.60% $4.85
6.67% $5.18
6.74% $5.53
6.74% $5.90
8.74% $6.30
6.74% $6.72
6.74% $7.17

8.74% $7.66



This schedule is truncated; the calculation extends
10 400 years to ensure the stability of the
calculation.

g, D, P are from Schedule D-1.3
g(e) is from Schedule D-1.10
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Schedule D-1.6

CNP Non-Constant DCF Calculation

11.24%
$0.72

GROWTH
RATE
4.42%
4.42%
4.42%
4.42%
4.42%
4 .53%
4.65%
4.76%
4.88%
5.00%
5.11%
5.23%
5.34%
5.46%
5.58%
5.69%
5.81%
5.92%
6.04%
6.16%
6.27%
6.39%
6.50%
6.62%
6.74%
6.74%
6.74%
8.74%
6.74%
6.74%

non
const
def=

P

13.88%

$16.08

DIVIDEND

$1.74
$1.82
$1.90
$1.99
$2.07
$2.17
$2.27
$2.38
$2.49
$2.62
$2.75
$2.89
$3.05
$3.21
$3.39
$3.59
$3.79
$4.02
$4.26
$4.52
$4.81
$5.12
$5.45
$5.81
$6.20
$6.62
$7.06
$7.54
$8.05
$8.59

const
def=

g(e)=

16.21%

6.74%
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This schedule is truncated; the calculation extends
to 400 years to ensure the stability of the
calculation.

g, D, P are from Schedule D-1.3
g(e) is from Schedule D-1.10

Page 2 of 2



Page 1 of 2

Schedule D-1.7
NJR Non-Constant DCF Calculation

non const const

g= 11.27% dcf= 12.30% def= 15.01%

D= $1.11 gle)= 6.74%
P= $32.99

GROWTH

YEAR RATE DIVIDEND
1 11.27% $1.23
2 11.27% $1.37
3 11.27% $1.63
4 11.27% $1.70
5 11.27% $1.89
6 11.06% $2.10
7 10.82% $2.32
8 10.59% $2.57
8 10.37% $2.84
10 10.14% $3.12
11 9.91% $3.43
12 9.69% $3.77
13 8.46% $4.12
14 89.253% $4.50
15 9.00% $4.91
16 8.78% $5.34
17 B8.55% $5.80
18 8.32% $6.28
19 8.10% $6.79
20 7.87% $7.32
21 7.64% $7.88
22 7.42% $8.47
23 7.19% $9.07
24 6.96% $9.71
25 6.74% $10.36
26 6.74% $11.06
27 6.74% $11.80
28 6.74% $12.60
29 6.74% $13.45
30 68.74% $14.35

This schedule is truncated; the calculation extends to
400 years to ensure the stability of the calculation

g, D, P are from Schedule D-1.3
g(e) is from Schedule D-1.10Q
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Schedule D-1.8

SRE Non-Constant DCF Calculation

non
const const
g=  7.70% def=  941%  dcf= 10.12%
D= $1.29 gle)=  6.74%
P=  §$57.35
GROWTH
YEAR RATE DIVIDEND
1 7.70% 1.39
2 7.70% 1.50
3 7.70% 1.61
4 7.70% 1.74
5 7.70% 1.87
6 7.65% 2.01
7 7.60% 2.17
8  7.56% 2.33
9 7.51% 2.50
10 7.46% 2.69
11 7.41% 2.89
12 7.36% 3.10
13 7.31% 3.33
14 7.27% 3.57
15 7.22% 3.83
16 7.17% 4.10
17 7.12% 4.40
18 7.07% 4.71
19 7.03% 5.04
20  6.98% 5.39
21 6.93% 5.76
22 6.88% 6.16
23 6.83% 6.58
24 6.78% 7.03
25  B.74% 7.50
26 6.74% 8.01
27 6.74% 8.55
28 6.74% 9.12



29  6.74% 9.74
30 674% 10.39

This schedule is truncated; the calculation extends
to 400 years to ensure the stability of the
calculation.

g, D, P are from Schedule D-1.3
g(e) is from Schedule D-1.10
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Schedula D-1.9

WGL Non-Constant DCF Calculation

4.67%
$1.40

GROWTH
RATE
4.67%
4.67%
4.67%
4.67%
4.67%
4.77%
4.88%
4.98%
5.08%
5.19%
5.29%
5.39%
5.50%
560%
5.70%
5.81%
5.91%
6.01%
6.12%
6.22%
6.32%
6.43%
6.53%
6.63%
6.74%
6.74%
6.74%
6.74%
6.74%
8.74%

non
const
dcf=

10.33%

$33.36

RIVIDEND
$1.46

$1.53
$1.60
$1.68
$1.75
$1.84
$1.93
$2.02
$2.13
$2.24
$2.35
$2.48
$2.62
$2.76
$2.92
$3.09
$3.27
$3.47
$3.68
$3.91
$4.16
$4.43
$4.72
$5.03
$5.37
$5.73
$6.12
$6.53
$6.97
$7.44

const
def=

g(e)=

9.05%

6.74%
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This schedule is truncated; the calculation extends
to 400 years to ensure the stability of the
calculation.

g, D, P are from Schedule D-1.3
g{e) is from Schedule D-1.10
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Schedule D-1.10

Growth in U.S. Gross National Product, 1929 to 2007

Year GNP Change Growth%
( $billion) ( $billion )

1929 104.4

1930 91.80 -12.70 -12.32%
1931 77.00 -14.60 -16.15%
1932 59.10 -17.80 -23.48%
1933 56.70 -2.40 -4.14%
1934 66.30 9.50 17.09%
1935 73.60 7.10 10.91%
1936 84.00 10.30 14.27%
1937 92.20 7.90 9.58%
1938 86.50 -2.70 -6.31%
1939 92.50 6.60 7.79%
1940 101.70 9.10 0.97%
1941 127.20 25.10 25.00%
1942 162.30 33.50 26.69%
1943 198.90 33.70 21.19%
1944 220.10 18.70 9.70%
1945 223.40 2.00 0.95%
1948 222.90 -1.00 -0.47%
1947 24530 22.80 10.73%
1948 270.60 26.40 11.22%
1949 268.60 -1.20 -0.46%
1950 205.20 27.90 10.71%
1951 341.20 45.10 16.64%
1952 360.30 18.20 5.46%
1653 381.30 20.00 5.69%
1954 382.50 0.90 0.24%
1955 417.20 33.40 8.97%
1956 440.30 22.30 5.49%
1957 464.10 22.80 5.32%
1858 469.80 5.80 1.29%
1959 509.30 53.60 11.71%
1960 529.50 20.30 3.98%
1961 548.20 18.70 3.52%
1962 589.70 41.40 7.54%

1963 622.20 32.50 5.50%



1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1891
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006

668.50
72440
792.90
838.00
916.10
990.70
1,044.90
1,134.70
1,246.80
1,395.30
1,515.50
1,651.30
1,842.10
2,051.20
2,316.30
2,595.30
2,823.70
3,161.40
3,291.50
3,573.80
3,969.50
4,246.80
4,480.60
4,757.40
8,127.40
9,510.60
5,837.90
6,026.30
6,367.40
6,689.30
7,098.40
7,433.40
7,851.90
8,337.30
8,768.30
9,302.20
9,855.90
10,171.60
10,500.20
11,017.60
11,762.10
12,502.40
13,252.70

46.20

56.10

69.00

45.00

78.10

73.90

54.60

90.10
112.90
149.10
118.50
131.70
192.60
211.10
265.90
281.30
231.50
335.30
129.60
276.10
396.30
270.30
229.90
287.90
370.60
382.60
322.80
178.70
331.40
324.40
404.40
349.80
410.30
473.80
445.00
486.20
553.70
315.70
328.60
517.40
744.50
740.30
750.30

7.41%
8.38%
9.51%
5.66%
9.30%
8.05%
5.51%
8.61%
9.84%
11.94%
8.48%
8.68%
11.68%
11.47%
12.96%
12.14%
8.91%
11.84%
4.09%
8.38%
11.10%
6.81%
5.42%
6.44%
7.79%
7.46%
5.86%
3.06%
551%
511%
6.07%
4.95%
5.53%
6.05%
5.36%
5.56%
5.95%
3.20%
3.23%
4.93%
6.76%
6.29%
6.00%
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2007 13,837.10 684.40 2.16%

Average 6.74%

Sources: { 1} National Income and Product Accounts { NIPA ) from
the U, S. Bureau of Econemic Analysis and Econgetats, BEA Data;
NIPA Index; Section 1. Domestic Product and Income Table 1.7.5
Relation of Gross Domestic Product, Gross National Product, Net
National Product, National Income, and Personal Income. (2) U. 8.
Department of Commaerce; Survey of Current of the United States
Business and Historical Statistics



