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Capital Asset Pricing Model (CAPM) Cost of Equity Analysis

Beta
Company Symbol Value Line* Bloomberg** Average
AGL Resources Inc. ATG 0.75 0.654 0.702
Atmos Energy Corp ATO 0.65 0.712 0.681
New Jersey Resources NJR 0.7 0.697 0.6985
Nicor Inc GAS 1 0.85 0.925
Northwest Natural Gas NWN 0.65 0.665 0.6575
Peoples Energy Corp PGL 0.75 0.663 0.7065
Piedmont Natural Gas PNY 0.7 0.628 0.664
WGL Holdings WGL 0.7 0.576 0.638

Mean 0.7375 0.6806 0.7091
Median 0.7000 0.6640 0.6898

* Data From IP Exhibit 4.3, Schedule 5
** Vs. S&P 500 Index, Taken from Bloomberg 10/25/04

Risk Free Rate (Rf)
IP Proposed 

90 day T-bill 10 year T-note 20 Year T-note Rf**
1.80% 4.03% 4.79% 5.375%

*  Weekly Average Calculated by the Federal Reserve
** IP Exhibit 4.3, Schedule 11

Market Risk (Rm)

Average        Annual 
Return       S&P 500     

1947-2004 YTD*
13.10%

* As of November 1, 2004, S&P 500 Return YTD was 2.36% [Jan 2, 2004 (1,104.48) to Nov 1, 2004 (1130.51)]

CAPM Cost of Equity Analysis
Cost of Equity = Rf + Beta(Rm-Rf)

20 year T-note (Current)
Company Symbol Beta Rf Rm Cost of Equity
AGL Resources Inc. ATG 0.702 0.0479 0.1310 0.10624
Atmos Energy Corp ATO 0.681 0.0479 0.1310 0.10449
New Jersey Resources NJR 0.6985 0.0479 0.1310 0.10595
Nicor Inc GAS 0.925 0.0479 0.1310 0.12477
Northwest Natuural Gas NWN 0.6575 0.0479 0.1310 0.10254
Peoples Energy Corp PGL 0.7065 0.0479 0.1310 0.10661
Piedmont Natural Gas PNY 0.664 0.0479 0.1310 0.10308
WGL Holdings WGL 0.638 0.0479 0.1310 0.10092

Mean 0.10682
Median 0.10522

Published 10/25 for Week ended 10/22* 
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CAPM Cost of Equity Analysis
Cost of Equity = Rf + Beta(Rm-Rf)

IP Proposed Rf
Company Symbol Beta Rf Rm Cost of Equity
AGL Resources Inc. ATG 0.702 0.05375 0.1310 0.10798
Atmos Energy Corp ATO 0.681 0.05375 0.1310 0.10636
New Jersey Resources NJR 0.6985 0.05375 0.1310 0.10771
Nicor Inc GAS 0.925 0.05375 0.1310 0.12521
Northwest Natuural Gas NWN 0.6575 0.05375 0.1310 0.10454
Peoples Energy Corp PGL 0.7065 0.05375 0.1310 0.10833
Piedmont Natural Gas PNY 0.664 0.05375 0.1310 0.10504
WGL Holdings WGL 0.638 0.05375 0.1310 0.10304

Mean 0.10853
Median 0.10703

10 year T-note
Company Symbol Beta Rf Rm Cost of Equity
AGL Resources Inc. ATG 0.702 0.0403 0.1310 0.10397
Atmos Energy Corp ATO 0.681 0.0403 0.1310 0.10207
New Jersey Resources NJR 0.6985 0.0403 0.1310 0.10365
Nicor Inc GAS 0.925 0.0403 0.1310 0.12420
Northwest Natuural Gas NWN 0.6575 0.0403 0.1310 0.09994
Peoples Energy Corp PGL 0.7065 0.0403 0.1310 0.10438
Piedmont Natural Gas PNY 0.664 0.0403 0.1310 0.10052
WGL Holdings WGL 0.638 0.0403 0.1310 0.09817

Mean 0.10461
Median 0.10286

90 day T-bill
Company Symbol Beta Rf Rm Cost of Equity
AGL Resources Inc. ATG 0.702 0.018 0.1310 0.09733
Atmos Energy Corp ATO 0.681 0.018 0.1310 0.09495
New Jersey Resources NJR 0.6985 0.018 0.1310 0.09693
Nicor Inc GAS 0.925 0.018 0.1310 0.12253
Northwest Natuural Gas NWN 0.6575 0.018 0.1310 0.09230
Peoples Energy Corp PGL 0.7065 0.018 0.1310 0.09783
Piedmont Natural Gas PNY 0.664 0.018 0.1310 0.09303
WGL Holdings WGL 0.638 0.018 0.1310 0.09009

Mean 0.09812
Median 0.09594

Summary
All 4
Max 0.12521
Min 0.09009 StDev 1 StDev Up 1 StDev Down
Mean 0.10452 0.00887 0.11339 0.09565
Median 0.10381

less 90 day T-bill
Max 0.12521
Min 0.09817 StDev 1 StDev Up 1 StDev Down
Mean 0.10665 0.00743 0.11409 0.09922
Median 0.10452

Range 10.381% 10.665%
Midpoint 10.523%


