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Summary of
Discounted Cash Flow Analysis (DCF)
Growth Estimates

Gas Utility Group:
From Standard Edition Value Line:
Average of Value Line forecasted growth rates 4.5%
Average of 5 year historical growth 6.4%
Average 10 year historical growth: 4.5%
Average Standard Edition Companies: 5.1%
Use DCF Growth Rate 5.1%

Averages are the average earnings, dividends, and book value per
share growth for the applicable periods.




Value Line Growth Rates

STANDARD VALUE LINE COMPANIES
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BEL-6

Annual Growth - Past 10 Years | Annual Growth - Past 5 Years JAnnual Growth - Value Line Projected Average Growth Rates

Book Book Value

Earnings |Dividends| Value Per} Earnings |Dividends| Value Per}Earnings Per| Dividends |Book Valuef Past 10 Past 5 Line
Company Name Per Share | Per Share | Share | Per Share | Per Share| Share Share Per Share | Per Share Years Years | Projected
AGL Resources (ATG) 7.0% 3.5% 7.0% 11.5% 6.5% 11.5% 3.0% 2.5% 0.5% 5.8% 9.8% 2.0%
Atmos Energy (ATO) 2.5% 2.5% 6.5% 5.0% 1.5% 7.5% 4.0% 1.5% 4.0% 3.8% 4.7% 3.2%
Laclede (LG) 3.5% 1.0% 3.5% 9.5% 1.5% 5.5% 3.5% 2.5% 5.5% 2.7% 5.5% 3.8%
New Jersey Resources (NJR) 7.5% 4.0% 8.5% 7.5% 5.0% 11.5% 5.5% 5.5% 8.5% 6.7% 8.0% 6.5%
Northwest Natural Gas (NWN) 3.0% 1.5% 3.5% 6.5% 2.0% 3.5% 7.0% 5.5% 3.5% 2.7% 4.0% 5.3%
Piedmont Natural Gas (PNY) 4.5% 5.0% 5.5% 6.5% 4.5% 6.0% 7.5% 3.5% 5.0% 5.0% 5.7% 5.3%
South Jersey Industries (SJT) 9.5% 2.5% 7.5% 12.5% 4.5% 12.5% 5.5% 7.0% 1.5% 6.5% 9.8% 5.7%
WGL Holdings (WGL) 2.0% 1.5% 4.0% 4.0% 1.5% 4.5% 4.0% 2.5% 5.0% 2.5% 3.3% 3.8%
Group Aver'gge 4.9% 2.7% 5.8% 7.9% 3.4%; 7.8% 5.0%} 3.8%) 4.6% . 4.5% 6.4%| 4.5%

All data based on the March 13, 2009 Value Line Investment Survey, Standard Editions), Ratings and Reports -- www.valueline.com.
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CAPM Cost of Equity Summary
CAPM Formula: K=R,+ B(R,, -R,)

Risk Free Rate (R ;) 4.8%

Beta () 0.65

Risk Premium (Geometric
Approach - Long Term Bonds) 3.90%

Risk Premium (Arithmetic
Approach - Long Term Bonds) 5.60%

Risk Premium 4.75%

Required Return (K) 7.9%
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Risk Free Rate (R)
Yields on U.S. Treasury Securities
Recent Months

5 Year Treasury]10 Year Treasury}20 Year Treasury
Month Bonds Bonds Bonds
January 2007 4.75% 4.76% 4.95%
February 2007 4.71% 4.72% 4.93%
March 2007 4.48% 4.56% 4.81%
April 2007 4.59% 4.69% 4.95%
May 2007 4.67% 4.75% 4.98%
June 2007 5.03% 5.10% 5.29%
July 2007 4.88% 5.00% 5.19%
August 2007 4.43% 4.67% 5.00%
September 2007 4.20% 4.52% 4.84%
October 2007 4.20% 4.53% 4.83%
November 2007 3.67% 4.15% 4.56%
December 2007 3.49% 4.10% 4.57%
January 2008 2.98% 3.74% 4.35%
February 2008 2.78% 3.74% 4.49%
March 2008 2.48% 3.51% 4.36%
April 2008 2.84% 3.68% 4.44%
May 2008 3.15% 3.88% 4.60%
June 2008 3.49% 4.10% 4.74%
July 2008 3.30% 4.01% 4.62%
August 2008 3.14% 3.89% 4.53%
September 2008 2.88% 3.69% 4.32%
October 2008 2.73% 3.81% 4.45%
November 2008 2.29% 3.53% 4.27%
December 2008 1.52% 2.42% 3.18%
January 2009 1.60% 2.52% 3.46%
February 2009 1.87% 2.87% 3.59%
March 2009 1.31% 2.82% 3.78%
Recent 3 Month Average
(January, February, March) 1.59% 2.74%, 3.61%
Recent 6 Month Average
(October 2008 through March
2009) 1.89% 3.00% 3.79%
Recent 9 Month Average
(July 2008 through March 2009) 2.29% 3.28% 4.02%
Calendar Year 2007 4.43% 4.63% 4.91%
Calendar Year 2008 2.80% 3.67% 4.36%
date 1.59% 2.74% 3.61%

Source: Federal Reserve, www.federalreserve. gov

Risk Free Rate for
CAPM Estimate (Rf)

4.8%
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Beta for Gas Utility Group
Value Line Smart Yahoo
Company Adjusted Money Finance | NASDAQ | Zacks
AGL Resources (ATG) 0.75 0.31 0.29 0.49 0.31
Atmos Energy Corp. (ATO) 0.60 0.51 0.49 0.51 0.51
Laclede Group (LG) 0.65 0.23 0.07 0.33 N/A
New Jersey Resources (NJR) 0.65 0.21 0.15 0.41 0.21
Northwest Natural Gas (NWN) 0.60 0.38 0.34 0.38 0.38
Piedmont Natural Gas (PNY) 0.65 0.34 0.29 0.44 0.34
South Jersey Industries (SJI) 0.65 0.30 0.27 0.38 0.30
WGL Holdings (WGL) 0.65 0.31 0.26 0.46 0.31
Average for Gas Utility Group 065 032 0.27 043{ 034
CAPM Beta Estimate (5) 0.65

Note: Value Line data as of March 13, 2009, all other sources as of April 7, 2009.




Public's Exhibit BEL-7
Cause No. 43624
Page 4 of 4

Market Risk Premiums

Total Returns, 1926-2008

Large
Company Long-term
Stocks Bonds
Geometric Mean 9.60% 5.70%
Arithmetic Mean 11.70% 6.10%

Market Risk Premiums (R, - R ;)

Long-term
Bonds

Geometric Mean 3.90%
Arithmetic Mean 5.60%
Average Market Risk
Premium 4.75%
CAPM Market Risk
Premium 4.75%

Source: Morningstar, Inc., Stocks, Bonds, Bills and Inflation (Ibbotson
SBBI), 2009 Classic Yearbook, Table 2-1, p. 32.
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48
Duke CFO Global Business Outlook survey - U.S. - First Quarter, 2009

17. On February 16. 2009 the annual vield on 10-yr treasury bonds was 2.9%. Please complete the
following:

Mean SD 95% C1 Median _ Minimum  Maximum _ Total

Over the next 10 years, I expect the average annual S&P
500 return will be: There is a 1-in-10 chance it will be
less than: 1.98 7.44 1.33-2.64 2 -30 60 491

Over the next 10 years, [ expect the average annual S&P
500 return will be: Expected return: 8.77 10.00 7.89-9.65 7 -15 100 499

Over the next 10 years, I expect the average annual S&P
500 return will be: There is a 1-in-10 chance it will be
greater than: 1328 1194 12.22-14.33 10 0 100 494

Over the next year, I expect the average annual S&P 500
return will be: There is a 1-in-10 chance it will be less
than: -8.57 1326 -9.74 - -7.40 -5 -50 50 492

Over the next year, I expect the average annual S&P 500
retum will be: Expected return: 2.18 9.04 1.38-2.97 2 -50 70 499

Over the next year, 1 expect the average annual S&P 500
return will be: There is a 1-in-10 chance it will be
greater than: 1024 11.06 9.26-11.22 7 -20 100 491

Source: CFO Magazine, Business Outlook Survey, March, 2009, http://'www.cfosurvey.org/ United States Topline
survey, p. 48
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VERIFICATION

STATE OF INDIANA )
) SS:
COUNTY OF MARION )

The undersigned, Bradley E. Lorton, under penalties of perjury and being
first duly sworn on his oath, says that he is a Employee for the Indiana
Office of Utility Consumer Counselor; that he caused to be prepared and
read the foregoing that the representations set forth therein are true and
correct to the best of his knowledge, information and belief.

By: BradleyE. Lorton !
Indiana Qfttice of

Utility Consumer Counselor

%
Subscribed and sworn to before me, a Notary Public, this;, é‘- ik day of Uﬁ% 2009.
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My Commission Expires: / ,z} DA

My County of Residence: Marionr— _




CERTIFICATE OF SERVICE

This is to certify that a copy of the foregoing OUCC TESTIMONY OF BRADLEY E.
LORTON has been served upon the following parties of record in the captioned proceeding by
electronic service and/or by depositing a copy of same in the United States mail, first class postage

prepaid, on May 29, 2009.

Citizens Energy Group Hackman Hulett & Cracraft, LLP

Michael E. Allen Michael B. Cracraft

LaTona S. Prentice Steven W. Krohne

2020 North Meridian Street 111 Monument Circle

Indianapolis, IN 46202 : Suite 3500

mallen@citizensenergygroup.com Indianapolis, IN 46204 - 2030

lprentice@cgcu.com mcracraft@hhclaw.com
skrohne@hhclaw.com

o 7 0T

( /ﬁe{?b. Churter, Kttorney No. 14720-27
As sta{l
'\

Consumer Counselor

INDIANA OFFICE OF UTILITY CONSUMER COUNSELOR
115 West Washington Street

Suite 1500 South

Indianapolis, IN 46204

infomgt@oucc.in.gov

317/232-2494 — Phone

317/232-5923 — Facsimile




