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Share Price Summary O v e ~ i e w  Percent Price Change GAS S&P 500 
Close Price on 2127108 .................................. $36 22 Float (mil) ................................................... 44.500 Yenr lo Date.. ...................... 14.17 ......... -6.02 
Absoltrte Price Charic~e on 2/27/08. ........................ -0.95 10 Day Average Volurrlo (mil).. ........................... 0.862 One Year ................................ -22.04 ........... -1.91 
Percent Change. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  -2.63% 1 Day Volume Clianqe on 2/27/08 ...................... I I .OO% Iwo Years ................................. .15.63 ........... 7.76 
Off 52-'Neck Higli ..................................... -32.50% Markel Capilaliznlion (mil).. ............................... 81.635 Three Years ...................... 2 87.. ..... 14.66 

................................... Over 52.VJt.ck Low ................................. .. ........ 2.49% TTM PriceEarnings 12 13 Five Years.. ............................. 20.37 ......... 61.06 
Beta ............................. .. .............................. 0.772 Pr~cdEarnings Current Fiscal Year Eslimale ............. 13.61 Ten Years .............................. .11.93 ......... 31.51 
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REUTERS COMPANY REPOAT DISCLAIMER 

1111s researcll report is ~ l~uv~dccl  lor il~lor~naliur~;ll [IIIIIIOSCS o~lly ilrlil 011 llle ~orid~liol i  tliat il n~ll riot form lllo solo bas's for any Irlvesbnclll ~IccisjO~l. H~~CIOIICC 10 ;111y CUIIII~IIY is 1101 a ~UC~nir~lell~latiOrl 
lo lbiry or sell tlic sl~ares of such cornpariy. TIic i ~ ~ f o ~ ~ i i a l i o r ~  t~setl fo~. or presc~itotl in, ltiis ~eporl has Ibeen oblailietl Iroln sourcos I~elievetl lo Ibo reliable, lbul flct~tcrs ~llnkas I I ~  ra~~rt!sc~Ilalion as Iti Ihe 
accuracy or co~llpleteliess of sucli irilorn~alio~~. lliis rcporl in rntclided only for trscrs ~n llie Uliited Sktm. Heule~s lias IIO ohligalio~i lo ul)dale, ~nodily 01 amcntl lllis report or lo OtllEr\~lso 110lify a rea(Ic1 
U~ereof ill llle ovcril lliol any Illanel slatctl hereill hccornes ~naccurale Routers arlcllor its alfiliales/i~~veslors lnay lioltl secu~lies ~)osilior~s ill llre curilpalrrcs tliscussed ill llrls rsporl ant1 nlay I~cq~re~lt ly 
rractc, in sucll posiliow. 8 c h  investments may hc iiimn~aislmd ~ 1 1 h  Ill(? qclanlilalwe a~ialysis providccl in lhis repol t 

This rcpoll \./as penaratcd ising a p r~ r ie la ry  qrlnnlilatke nlodef lllal laerages widely accep l~ l  slalistical nlethocls alxl fi~iancial concc~~ls lo rank aotl rate a uriiversc! ot nlare tl1a114700 IIS colnllarlics 
and US.lisled ADRs will1 a ~rlarket ca~)ilalizaliori greater Illan $501n111 basod or1 a series of liriar~cial alt~ibulcs. Tt~cse ratings are 1101 ililel~detl as an ilidicalio~~ ol I~ow all ir~divitlual's irivestrrlLril will 
perform. k used irl lllis report, "Outperform" designates tile co~npanies lllat rarik in the top 30% ol  comlklnier, covered l ~ y  13eulers. "Neutral" designates tlie rrliddle 40%. and llle bolloni 30% are 
tlesignated "Underperform". All ratings are relalive lo llle universe of colnpa~iics covered by lieulers and not lo any specific bencllnlark. 

O Reulers 2004. All riylits reserved. lliis relnrt may not be reproducttd, ~norlificcl, tlislribt~letl or puhlislied without ltle prior wrilten aulllorization of Rcc~lers. Rcurers and llle sphere loyo are Ills 
Cademarks or regislered Ira(lemarks of tho Reulers Group of companies arourid llie v~orld. 
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Nicor Inc. (NYSE:GAS) -- Natural Gas UtilitiesIUtilities Reuters Company Research 

Performance Rating: Underperform 
Reuters ratings are based on a proprietary model that leverages widely accepted statistical methods and fir~ancial concepts to select attributes shown to be strong indicators of future 
stock price performance and applies these to rank stocks along a normal distribution curve. Ranks for Fundamental Ouality, Value Catch-up, Operational Trends and Technical Factors 
are combined into a Composite Hating o f  Outperform, Neutral or Underperform. 

Fundamental Quality Component: Neutral 
Thls rating IS based on charactertstrcs tradtttonally assoc~atetl with "qood" companres We focus on how each company 
nleabures up against others, and glvc careful attentran to recent Improvement or slrppage relattve to other companlcs 
V M  - lrarltng Twelve Months 

Very Negative Negatlve Neutral Positive Very PosiUve 
l l M  Return on lnvestmsnt I 
lmprwement 111 l l M  Return on Investment 
TTM Pretax Margrn 
lmprovenlent In TTM Prelax Margrn - .  

Depreciallon In Excess of Captlal Spendrng Needs 
IssuanceIRepurchase of Commori Shares 
Common Sliares Dllutron 
PreseticdAbsence of Unusual lncorne lterns 

Reuters Composite Rating Component Rating 
We cannot guarantee that each stock wi l l  perform 

Component Weight 

in  accordance with its rank. But we do believe that 
over the long term, stocks rated Outperform (30% 
of all stocks we rate) will, i n  the aggregate, Fundamental 
outperform stocks rated Neutral (40% o f  all stocks 
we rate), and that stocks rated Neutral will, in  the 
aggregate, otrtperform stocks rated Uriderpcrform 
(30%). All analysis is based on publicly available 
company financials, fundamental ratios, relative 
rankings o f  financial data arid ratios, and observed 
security prices. 

GAS shares are presently rated UNDERPERFORM. 

No Iio\*iever, forecast we is do made believe for t l~e Ilia1 stock wliicliever market way as I l ~ e  a whole. rnarkel Catch-up 
moves, it is probable lhal sllares raled UNDERPERFORM 

Typcs o f  investment criterra differ in  how trseful 
they are for predicting future stock movement. 
Based on our research, the Composite Rank 
assumes thcsc relarivc degrees of tmportance. Technical Ah 

\v Operational Trends 

Technical Factors: Neutral 
This rating is  based on arialyscs o f  share price 
movements over a variety o f  time periods. We 
cuntpare pcrformar~ce characteristics of individual 
stocks wi th  lhose of all the others we rate. 
Generally speaking, our goal is to favor up-trending 
shares that have cxperiencetl recent correctior~s 
aritl cle-emphasize tlown-trending shares 
exoeriencing uncharacteristic periods of strcngth. 
tlere IS liow GAS shares performed during the 
various periods we examined. 

Price Change 
Past 7 days -3.2% 
IJast30 days -8.8% 
Past 60 days -18.0% 

are, in Ihe aggregate, less likely to keep pace with most "Under" = Unclerperfor~n 
others. 

Change for Past 180 Days: -12.8% 

Value Catch-up Component: Underperform 
This ratlrtg nreastlres the extent to w h ~ r h  Ill? Sharr prlcr atlcqlratrly reflccts ~~rl()rovir ig or crotlr~lg funtlamcntalr, ant1 favors 
stlares whosc prices have been slower to "ratch trp" l o  improving pc'rformartce measures. TrM -: lrailirig Twclve Months. 

Price Calch-up vnlh TTM Earnmgs 
Price C~lch-~II to TTM Sales 
Price ~alch-up to TTh4 Fres Casli Flow 
Price Catch-up to MRQ Book Value 

Very Negative Negative Neutral Po_slUve Very Positive 
I - 

Change Between 60 and 30 Days Ago: -8.0% 

Operational Trends Component: Underpetform ~43.14~,,,;-~ 
:4+;:>?$ 1 , 

This rating reflects how strong a company's recent Sales and CPS (reported as per GAAPI growth have been relativc to other $ $ ; ) > : ; ; p v  
companies we rate. MRQ = Most Accent Ouarter. TTM a: Trailing Twrlve Months. 

Opm an 12131107 r:,rh:*.rd Close a: 1129n)B 
Very Negative Negative Neutral Positive Very Positive 

Most Recent Quarter EPS Growlli - 
lmorovement in EPS Growlfi for Consecutive Quarters - Change Between 180 and 60 Days Ago: 3.8% 
Improvement tn EPS Growlh (MRQ vs. T M )  V 
Mosl Recent Q~rarler Sales Grovrth - 
Improvement in Sales Grovrth (MRO vs TTM) 

Peer Comparison 
Thissection shows the comparison of key components between GAS and srvrral of i ts peen. 

Composite Fundamental Technical Value Operational Change Between 180 and 90 Days Ago: 1.4% 
Company Name Vcker) RaUng Quality Faclots Catch-up Trends 
Nlcor Inc. (GAS) Undemertwm Neutral Neutral Undemfbrm Undemarfwm 
AGL Resourcs Inc. (ATG) Underperlorin Neulrnl Neullnl - Neulral ~rid&~erform 
Atrnos Energy Corporalio ... (ATO) Nc~~trn l  Neutal Neulrnl bleillral Underperform 
Piedmont Natural Gas Co... (PNY) Underperform Neulral Ner~lrnl lletrlral Underperform 
WGL Holdings, Inc. (WGL) Underperform Neutrial I.leulral Neultal Underperform 

Open on 9/4/07 Clos on 11/30/07 

February 27.2008 Page 2 
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Nicor Inc. (NYSEGAS) -- Natural Gas Utilities/Utilities Reuters Company Research 

Getting Acquainted 
Start your analysis by learning what the company docs, how well it does it, where i t  stands relative to pccrs, and whether aspects of the corporate structure or capitalization arc 
bothersome to you. 

Business Summary Contact Info 
Nicor Inc. (Nicor) is a holding company. Gas distribution is Nicor's primary business. Nicor's subsidiaries include Nicor Inc. is headquartered a t  
Nicor Gas, a distributor of natural gas, and Tropical Shipping, a transporter of containerized freight in the Bahamas 1844 Ferry Road, Naperville, 11, 60563-9600 
and the Caribbean region. Nicor also owns several energy-related ventures, including Nicor Services, Nicor Solutions United States 
and Nicor Advanced Energy, which provide energy-related products and services to retail marhets, and Nicor (630) 305-9500 
Enerchange, a wholesale natural gas marketing company. Nicor Gas maintains franchise agreements with most of www.nicor.com 
the communities it serves, allowing it to construct, operate and maintain distribution facilities in those communities. Mark Knox, Investor Relations 
Customers have the option of purchasing their own natural gas supplies, with delivery of the gas by Nicor Gas. The 
larger of these transportation customers also have options that include the use of Nicor Gas' storage system and the 
ability to choose varying supply backup levels. 

Financial Trends 
TTM = Trailing Tvrelvc Months. ' =Most Rcccnt Quarter. 

Flscal Year Ending 12/31/03 12/31/04 
Sales (mil) $2.662.7 $2.739.7 
EPS (GPAP) $2.48 $1.70 
DividendslShare $1.86 $1.86 
Bwk ValuclShare $17.13 $16.99 
Tangible Bwk Valr~eISli. $1 7.13 $16.99 
Cash FlobvlShare $6.14 $5.46 
F r e  Cash FlovrlShare ($6.24) 91.02 

Key Ratios 

Fiscal Year Ending 
I Sales Grovdli 
"h EPS Grov~lli 
%Gross Margin 
% Opstali~lg Maryin 
96 Tax Rate 
% Re111rn on Assets 
7'0 Return on lnveslmenl 

Ret~~rri on Equib 
Asset Turnover 
bceivables h ~ r n m ~ r  
lnvenlory lilrnowr 

Historic Growth Rates 
12/31/05 12/31/06 12/31/07 TTM 3 Year 5 Year 
$3.357.8 $2.960.0 $3.1 76.3 $3.176.3 5.05 10.85 

$3.07 92.87 $2.98 $2 9'3 20.75 0.GB 
$1.86 $1.86 $1 .86 $1.86 0.00 0.22 

$18.36 $19.51 $20.94 ' $20.96 7.23 4.82 
$18.36 $19.51 $20.94 ' $20.96 7.23 1.02 

$6.95 $6.85 $7.05 $6.64 8.92 2.01 
($1.79 k3.95 ($0.1 1) ($0.11) N A N A 

Historic Averages 
TTM 3 Year 5 Year 

7.3 6.0 12.2 
4.2 26.2 6.6 

(2.8) (10.0) (9.9) 
6.5 6.1 6.3 

26.6 24.4 27.4 
3.2 3.2 2.9 
4.6 4.6 4.3 

14.8 15.8 14 .5  
0.8 0.8 0.8 
1.3 4 6 5.0 

15.9 11.9 11.9 

10 Year 
4.77 
1.36 
2.88 
3.10 
3.10 
2.91 
N A 

10 Year 
6 9 

21.7 
(1 3.8) 

8.4 
28.6 

3.5 
5.2 

14.3 
0.7 
4.8 

20.0 

Equity lnfonnation Analyst Footnotes 
Whether you arc willing to acccpt companies that havc or don't havc major sharcl~oldcrs with controlling ownership blocks, Look for accounting changes, rcstructurings, 
multiplc classes of common, or convcrtiblr debt or preferred issues is a matter of individual ~)refcrencc. Look hcre for etc.which may affect how useful historic data is 
anythilig along thcsc lines that might rnakc you more or less inclined to invest in this company. inasscssing foturc company ~)rospccls. 

Comrnon Slock $2.50 Par. 2/08. 160M aulll.. 45.135.079 issd. lnsirlers win 2% fincl. 251K oplions). PO 8/00, 1.5M slis Q $32.50 1)y FY'91 & W92 fncls. restated to reflect Ihe tlisconlinued 
Merrill Lynch. Cumulative Prftl. Slock $50 Par. 1 .GM auUi. 33.167 issd. FY '02 O's are restaletl. tY '01 '00 fins. ant1 '01 0's are restaler1 oil a~ltl gas ksiness arrl an acco~~ntilig cllange. 4/93, 
lor ncct. clunge. 2 . f ~ - 1  stocksplit. FY'97 O's are reclassiktl. 

Peer Comparison 
This table qivcs an indication of how Nicor Inc. stands in key rcspccts cornparcd with companies in  the Natural Gas Utilities lntlusty 

Current Fiscal Current Fiscal PIE Based on 
Last Fiscal Year Year Projected Projected Year Projected Current Year EPS % Growth EPS % Growth 

Company Name (licker) Revenue (mil) Revenue (mil) PricelSales Operating EPS EPS Estimates Previous 5 Years Next 5 Years 
Nicor Inc. (GAS) $3,178.3 $3,215.5 0.5 82.98 $2.66 13.6 0.7 4.3 
AGL Resources Inc. (ATG) $2,494.0 $2.510.3 1.1 $2.73 $2.84 12.7 0.4 5.2 
Atmos Energy Corporalio ... (ATO) $5,898.4 $6.717.8 0.4 $1.92 $2.06 13.0 5.8 4.7 
Pidmonl Natural Gas Co ... (PNY) $1.711.3 $1.757.0 1.1 $1.40 $1 .50 16.9 8.2 5.2 
WGL Holdings. Inc. (WGL) $2,646.0 $2.581.6 0.6 $2.19 $2.30 14.3 22.1 4.0 

Foixoary 27.ZW8 Page 3 
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Nicor Inc. (NYSE:GAS) -- Natural Gas UtilitiesAJtilities Reuters Company Research 

Share Price Trends 
Stock price trends depict the collective opinion of  the investment cornmunily. You don't have to agree with collserlsus views but sceing how others feel can help you clecide what to 
look for as you go further in your analysis. Consider i t  similar to reading a review before seeiny a movie. 

1 Year Prlce Chart with Bollinger Bands and Relative Strength 
Technical analysts believe a narrowing of the bands suggests a significant price movement, up or down, will soon occur. Also, many say stocks that move outside the bands and the11 
back inside wil l  soon move toward the opposite band. The Relative Strength Index (RSII calculates thc strength of the current price movement compared to other recent moves and 
may signal when a trend is unsustainable. Technical analysts also believe RSI peaks/valleys forecast changes in share price trends. 

High: 53.66 

Ma(' 07 I npr I hay I Jun I JII~ I A U ~  I Sep I OCI I v I Dec I Jon'08 I Feb 

10 Year Price Chart (Monthly) 5 Year Price Chart (Monthly) 

6 Month Price Chart (Daily) 1 Month Price Chart (Daily) 

-- ... . . .. . .. .. .t-. . . .. . ...... 0.83 
. 1  1 1 1  1 U I  

I Feb Vol (mil) 
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Nicor Inc. (NYSE:GAS) -- Natural Gas UtilitieslUtilities Reuters Company Research 

General Sentiment 
You can follow popular opinion or choose a contrarian's strategy. Either way, you should know whether the Street is bullish or bearish. Investor sentiment is typically positive when 
the 50-day moving average is rising, especially i f  it's also abovc the 200-day moving average. Additionally, changes in  price trend can be deemed more definitive i f  supported by 
higher than normal volume. 

52 Week Price History 

I blar'O7 I AP I uvv I Jlln I JUI I ~ u g  I Sep I OLI I NO" I Dec I Jan'08 I Feb 

Price History 

Calendar Year 1889 2000 2001 2002 2003 2004 2005 2006 2007 
Hyl l  Price 42.94 43.88 112.38 1!l.00 39.30 39.65 42.97 49.92 53.66 
Lorv Price 31.19 29.38 34.00 17.25 23.70 32.04 35.50 38.12 37.80 
Yenr Entl Price 32.50 43.10 41.611 31.03 34.04 36.94 39.31 16.80 12.35 

I.lig1i Pi€ 23.59 56.21 21.90 23.65 NM 17.66 10.13 58.1 1 35.19 
Low PIE 10.42 8.85 10.10 8.53 5.90 10.21 8.21 7.01 8.56 
Y&ir End PIE 13.24 56.21 15.42 11.74 13.65 21.69 12.75 16.27 14.16 
Dividend Yield 4.80 3.84 4.23 5.41 5.46 5.04 4.73 3.97 4.39 

Price Performance Insider Trading 
When stocks significantly beat or trail the S8P 500 or the industry, investors are looking rnore intently at company- specific Insider buying car) be reel1 as bullirli because, 
rriatters than general-market factors. In the two prrce~il i lc rank colurnns, a higli "Rank in  Industry" coupled with a low presumnbly, thelr compnny knowledge is superlor 
"lr~tlustry Hank" could siqnify a hot stock in a cold intlustrv. The rcverse, is alro notcvrorthv. However, insider sales are less reliable b r r a ~ ~ r t '  

Actual Percent vs. vs. Rank in lnsltlcrs may rell for a varlety of reasons that have 

Tlme Period Chanoe Change W500 Industry Industry Indi:z nolhlng l a  do wlt11 l h c ~ r  oplnlon of thc \fork 

4 Week (3.~3) (9.1pk (10.7)% (12.2)% 1 9 
13 Week (6.34) (1 4.9)X (9.4)X (15.6)% 1 9 

' 58 11, Uie last 6 n~onths, lliere has been 1 i~isider p~lrcllass ' 75 for 1.00 shares, ant1 lhere have been no insitler sales. 
26 Week (5.52) (13.2)% (8.0)% (IG.8)% I 13 1 79 
52 Weak (9.98) (21.6)% (20.5)% (28.11% 1 16 Net Chanye (6 monU~s) 0 lnil 

Yeor To Date (6.13) (14.5)3'. (9.0)% (13.0)% 1 11 : gi 6 Molllh Nol T,nnsnclions 
1 

BarCharlKey 
M D 4 4 W k .  Worst + Best 1 + 100 

Short Interest 
A high or iricreasir~g short iritcrest irr~plies that rriariy inve5tors expect the slock price Lo decline. Yolr can treat that as a 
warning, Or you can disagree wi th  Llie crowd and buy stocks wlth high short interest in anticipation of a short squeeze (a rally 
that occurs when short sellcrs rush to buy a ctock, fearing lotser thcy might Incur i f  thcy wait loo long). Procpects for a 
squcczc arc indicated by high readings in thc "Days to Cover" rolumn (whirh tr l ls how many tlays i t  would take for all short 
interest positions l o  bc covered i f  recent trading voll~rne levelr persist). The risk: The bears may be right. So research othcr 
aspects of the company. 

Month Shares %Outstanding Percent of Rwt Days to Cover 
Jaliuary 2008 7,064,000 15.65 15.87 - 9.44 - 
December 7.21 7,000 15.99 16.22- 8.57 - 
November 7,532,000 16.69 16.93- 7.40- 
Oclober 7,588,000 16.81 17.05 - 14.48- 

l n t i i o n a l  Ownership 
It's worthv~hile to know wliat institutions arc doing 
simply because their stock positions can be so 
large. In the short term, stocks will perform well i f  
institutioris arc buyifin ant1 perform poorly ~f 
institutions are selling. 

627 inslilulions owri 73.7% of tile 0.05 I)illiofi comriion 
shares outstantling. Tliis is hiytier than the average 
inslitt~tiooal ow~iersliip of llic Nalural Gas lltilities 
Induslry a1 61 3%, and higher lhan llle averayo of tlie 
U P  500 as a wliole vdiicli is 72.0%. 

Nel Change (3 monlli) (6.6)% 
Net Purchases (3 monU1) (1.92) mil 
Shares Purchased (3 mo~illi) 4.48 mil 
Shares Sold (3 monlli) 6.41 mil 

WP (D-6) 5
Page 5 of 8



Nicor Inc. (NYSE:GAS) -- Natural Gas UtilitiesIUtilities Reuters Company Research 

Stock Price Rationale 
Oeterrnine i f  the stock price is justified by: cjrowtll-based value, comparative value, liquid assets, or dividends. The better the company, (in terms o f  growth or quality), the higher the 
valuatiol~ measures can be. And i f  valuation ratios arc extremely low, clouble-check to see i f  the company appears excessively weak. In  any case, you don't have to say yes to any 
valuation measure - many buy shares based on other factors kg. ,  growth). But i f  you do that, at least understand what you're doing ancl consider the risks. 

Viewing Things In Context 
Many people erroneously work wi th  valuation ratios calculated based on numbers that arrn't truly representative of a company's ~rndcrlying sustainable financial characteristics. Tlius 
it's important to determine i f  today's sales and EPS are significantly depressed or elevated due to temporary factors such as busifless cycles. Higher ratios can be tolerated i f  sales and 
EPS are temporarily depressed. But i f  the company is experiencing unsustainable boom conditions, seek lower ra(ios. G M P  = Generally Accepted Accountirig Principles. 

Fiscal Year Ending 
Salesishare 
PricelSales 
EPS (GAAP) 
PIE (GAAP) 
EPS (Normalized) 
PIE Normalized) 
Dividend Yield (%) 

Valuation Based On Gmwth 
Ihe faster a comparly grows, the higher its stock's P/E can be. Contrary to popular belief, I'EG (PIE ovcr Growth Rate) need not always be 1.00 or less. But all else being equal, lower is 
better (and 3.00 is usually too high). Try to favor company PEGS that arc lower than intlustry and market PE(;s. In all cases, watch for vcry high growth cstlmates. If  overly ol) l irn~tt ic 
projections get cut, PEG would wind up being higher. I.Y = Fiscal Year. 

PrlceIEPS (Est.) for Cunent N PricelEPS (Est.) for Next FY Long Term Growth Estlmate Next PI PIE over LT Growth 
Nicw I~ ic .  13.61 - 13 15- 4.33 m 3.04 - 
Nalural Gas Utiliges 8.66 2.41 
S&P 500 12.40 1,26:: P:'.;;: 

Comparative Valuation Ratios 
Valuation below industry or S&P 500 averages can be attractive - unless the company is materially worse in  terms of quality 
growth prospects. Year-by-year trends i n  comparative valuations can give clue> about colnllany merit. Be especially on guard 
i f  cornparativc ratios are cletcriorating ovcr time. On the other hand, relatively law valuations that are moving toward the 
averages might indicate that the markpt is tuning i n  to heretofore ~~ndcr-appreciate11 company merit. 
IY = Fiscal Year, TTM = Trailing Twelvr Months, ' - Most Recent Quarter. 
Nicor Inc. 

Pticel Price/ Price1 Price1 Price/ PricelFree 
Earnlngs Sales Book Cash flow Tang. Book Cash Flow 

[railing 12 Months 12.13 0.51 1.73 5 4 3  1.73 N A 
FY Ending 12/31/07 N A N A N A N A N A N A 
TY Ending 12/31/06 15.87 0 69 2.31 6 65 2 34 1 1.53 
FY Ending 12/31/05 13.42 0.54 2.24 5.93 2.211 (23 52) 
tY tnding 12/31i04 21.79 0.60 2.1 / 6.77 2 17 36.12 

Dividends 
Dividend is the most classic basis for 
stockvaluation, ar~d high dividend yields are 
usuallydeemed preferable. Today, with many 
companicsreinvesting profits back into the 
business, moderateor low yields can be accepted i f  
tlivitlends growrapitlly. The maill risk is that poor 
performance willcause the dlvidcnd to be cut or 
omittetl. A very highpayout ratio is one warning 
siynal. Another is ayiclrl that is vcry high relalive to 
lndustry peen. 
TIM - -  [railing lwelve Mor~ths. 

GAS Industry 
Current Divitlcntl Yleltl 5.1% 3.3% 
5 Yr. Avg. Dividsnrl Yield 1.9% 3.3% 

Bar Chart Key 5 Yr. Divirlend Crovilli Rate 0.2% 4.1% 
2004 + TTM IThl Payoill Rnl~o 611 0% 42.6% 

5 Yr. Averaoe Paroul Ralio 70.7% 31.1% 
Natural Gas Utilities 

Price/ Price1 Price1 Price1 Price1 PricelFree 
Earnings Sales Book Cash flow Tang. Book Cash Flow 

Tra~l~~ig 12 Monllls 22 17 2 00 ' 2 84 1361 ' 3 66 
TY Endlrig 2007 17 77 I 58 2 67 (q 47) 2 61 (4 07) 

27 Liquid Assets 
t Y L~itlllig 2006 20 83 1 60 2 36  9 66 3 47 1 16 Get a qcneral t rnre of the extent to w h ~ c h  the 

f Y Endlng 2005 23 90 1 60 2 75 10 7 /  18G <torkpr~cc 15 offset by the precfnrc of attct5 that 

TY End~ng 2004 24 39 1 119 2 07 1 69 2 83 1: call bemnvcrtcrl to rad i  m n ~ w l ~ a t r l y  or ~n thc o ra l  
future Often, rhew ratlos will not be mean~nglul 

Bar Chart Key 
2004 ?r TTM 

Trailing 12 Wonlhs 
FY Ending 2007 
FY Ending 2006 
[-Y Ending 2005 
FY Ending 2004 

Bar Chart Key 
2004 4 TTh4 

Price1 
Sales 

2 55 
N A 

2 82 
3 18 
3 36 

J 

Pticel 
Book 
' 3.83 

4.40 
3 75 
4.23 
4.03 

Pricel 
Cash Flow 

13 53 
NA 

13 76 
16 11 
16 45 

Price1 
Tang. Book 

' 8 4 5  
6 80 
5 36 
5 96 
5 66 

-- - 
&cel~ree 
Cash Flow 

28 63 
N A 

26 94 
21 51 
24 63 

4 ,P 
$( ?+ *, 1 
j 4 

Most companies are valued as ongoiny businesses, 
rather than lir~uidation/buyou~ prospects. I f  you're 
lookingat an especially troubled company, be aware 
that seemingly liquid-asset windfalls can be 
dissipatedby continuing operating losses and/or 
thutdown costs. 

Price to ... GAS Industry 
General Working Capital (6.5) 2.8 
(cu~renl assets minus currelit liabilities) 

Net Working Capital 10.7) (1.6) 
(currenl assets minus all liabililies) 

Cash (8 cash eqlkalenls) 17.8 42 9 
Cash minus lotal deb1 (2.1) 0.1 
Cash minus all liabilities (0.5) (1.2) 
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Nicor Inc. (NYSE:GAS) -- Natural Gas UtilitiesIUtilities Reuters Company Research 

Expectations And Credibility 
In theory, stock prices are bascd on the "present valuc" of expccterl future company cash flows. Therefore, we try to obtain accurate estimatcs of future financial performance. But 
remember, thcse are just estimatcs. Since we cannot really know what will happen tomorrow, we evaluate estimates critically by seeking clues that help us distinguish between 
normal versus excessive degrees of uncertainty. 

Estimates In Context 
Below are the present consensus revenue and EPS estimates. Notice whether analysts expect recent year-to-year growth trends to persist, or are forecasting sharp improvement or 
deterioration. The sharper the predicted change, the grcatcr the level of uncertainty in the forecast. (GAAP = Generally Accepted Accounting Principles) 

Revenue ($mil) GAAP Earnings Per Share ($) 
-Mar 31st Jun 30th Sep3Dth Dec 31st Year Total Mar 31st Jun 30th Sep 30th Dec 31st Year ~ o t d  

FY Entl~w 1212005 1 1798 484 4 2.000 3 1.357 5 3.357 8 0 99 0 75 1 67 1 40 3 07 
FY Enuing 1212006 1 319 4 451 3 351 1 8 3 2  2.%00 0 99 0.19 0 39 130 2 87 
N Endmg 1212007 1 334 7 556 9 3652 9195 3,1763 1 04 0.40 0 32 1 23 2 98 
FY End~ng 1212008 1 338 0 E 514 0 E 336 5 E 1.216 5 E 3,215 5 E 0 90 E 0 3 5 E  0 32 C 100E 266E 
FY Endlng 1212009 NA C NA E NA E NAE 33595E 097 t 0 4 0 E  034 C 114E 2 75 E 

Confidence In Estimates 
The range of estimatcs can be measlrrcd by standartl deviation. Tlie narrowcr the range (the lower the standard deviation 
compared to the "mean" estimate) and/or tllc grcatcr thr number of analysts, the more definitive the expectations. Note, too, 
the extent to which company expectations are consistent with or diverge from those for industry and/or market. 

Long Term Growth Rate Near Term Growlh Rate 
Mean # of Estimates Standard Dev. Mean #of  Estimates Standard Oev. 

3 1.25 GAS (7.6) 7 7.00 
3 1.92 Industry (7.5) 4 9.30 
7 3.13 W 500 9.4 13 6.07 

Reasonableness 
look at the tables below to see i f  analysts arc expecting the company to accomplish more than it has accomplishetl in thc 
past. Such things can and do happcn. But the stronger the predicted futurc (compared to the past), the yreatcr the burden of 
proof on the part of those issuing the estimatcs. 

Annual Growlh EPS (%) Sales (%) 
5 year Esli~nate 4.3 N A 
2008 Estimate (1 0.8) 1 2  
Last 5 pears 0.7 10.9 
Last 3 gears 20.7 5.1 
Last Year 1.0 7.3 
Trailim I 2  Months 4.2 7.3 

Quarterly Growth EPS (%) Sales (%) 
OGlOR qtr. Estinklte (1 1.7) N A 
03/08 qtr. Eslimate (3.2j 0.2 
12/07 r~tr. (5.4) 9.7 
09/07 q~r. (1 7.9) 4.0 
06107 qlr. (2.1) NA 
03/07 glr (1.1) 1.2 

Analyst Recommendation Trends 
Diffcrcnce of opinion is normal, so tlon't demand ~~nanimity. look for ratings cli~stcrs in a part of the bcst.,to-worst scale and 
at Mean Ratirlg scores. Also importarit is whcthcr analyst sentiment is improving or declining ovcr time. 

EPS Estimate Accuracy 
Assess the extent to which analysts are 
accurateand liave a handle on thc earning trends 
bycomparing Estimates to AcLual figures (which 
rnayomit various charges/crcdits included in 
GAAPresults). The Actual figures are the ones that 
arcmost comparablc in accounting method to the 
Estirnatcs. (OAAP x Gencrally Accepted Accounting 
Principles) 

Quarter Estimate Actual GAAP 
12/07 qtr. $1.10 $1.22 $1.23 
09/07 qtr. $0.32 $0.32 $0.32 
06/07 qtr. $0.38 $0.40 $0.40 
03/07 qlr. S1.00 $0.93 $1.04 
12/06 qlr. $0.98 $1.29 $1.30 

Quarterly EPS Estimate Revisions 

G 0s 
Buy Outperform Hold Underperform Sell Mean 

(Value 1) (Value 2) (Value 3) (Value 4) (Value 5) Ratlng 0 07 

As of 7/27/08 I 0 4 1 0 283 ---, 
v 0 OD 

As of 4 Vkeks ago 2 0 2 1 0 2 40 fAag &iu ' ' Nov ' ' Teh 

As of 8 Weeks ago 2 0 2 1 0 2 09/06 qtr. 
As of 12 Vdueks ago 2 0 1 1 0 2 25 

SO 06 

Bar Chart Key 
1 2 \Qks ago -> 2/27 1111 

0 84 
Mean Ralng 0 81 

1 00 = Best A 

5 00 =Worst - , 0 19 
Lliy ' ' At;g ' ' Ndv ' ' Fib 

Annual EPS Estimate Revisions 
Since estirnatcs atltlrcss an unknowable future, revision (often promptctl by company guidance) is lo be expcclcd. lnvcstors are usually happy when analysts arc scrambling to cliase 
reality upward. So incrcases in estimates tent1 to spark strong share price ~)erformancc. Thc reversc is usually true when estimates arc falling. 

- - Gap111 Cwarape Negawe Sl~ryfi~sa A Posilive S ~ r p i i e  As Expeclcd EPS 

FY 2005 
41 00 -- ---. ..... -.-- -...-..a --... ...-.-2----- ......... -- . 2 16 ........ . . . . - .  ...... 

36 50 
1, 

er m+.r 2 08 
I Mar'O7 I m I May I Jun 1 Ji1 I Hup I ''C I Oct I No, I Dec I Jan.08 I Feb 

February 2'f. 200R P q e  7 
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Footprints of Success 
In many respects, business success requires subjective judgment. However, over time, good companies tend l o  leave yood footprints, which become most visible when company data 
is compared to industry/sector/market benchmarks. That's how you see when cornparries perform well, not just because a rising business tide lifts all boats, but because the company 
is doing unique, yood things. Look, too, a t  time-series comparisons, and take note o f  companies that are improving faster or suffering less than peers. 

Growth Rates (%) 
Investors are accustomed to looking at EPS growth. Check sales growth, too. EPS gains can't persist indrfinitely without good sales growth. Do further investigation i f  sales trends are 
falling short. (A big short fall might reflect a divcstitirre. On the other hand, i f  sales growth looks too good, check to see if  it's being boostetl by an acquisition.) Also, compare sales 
cjrowth to capital spcntling growth. Over a prolonged period, it's rrasonable to expecr capital spending growth to rnore or less keep pace wi th  sales growth. If the latter is si~jnilicantly 
highcr, capital spending may have to accelerate in  the next few years. 

Company Rank GAS GAS GAS 
%Growth Rate GAS Industry Sector S&P 500 In Industry vs. Industry vs. Sector vs. S&P 500 

9.7 13.9 8.8 15.3 1 51 ' . ' - - . '  I Sales G~o~*IUI For Most Recent Quarter 
Sales Growth For Trailing 12 Months 7.3 7.6 7.0 15.2 1 51 : 1-1 1 
Sales Grov~lli For Ptlst 5 Years 10.9 19.1 8.9 14.8 1 42 : -  

Cap~lal Spe~nl~ng Growth for Past 5 Years (2.1) 172 (0 a 0 1  1 16 

EPS GrowYtli for Most Recent Quarter (5 41 27 8 77 I 1 2 3  1 38 
EPS Growlll for Tralllng Twelve Monms 4 2 31 6 32 1 13 9 1 19 
EPS Growlli for Past 5 Years 0 7 118 7 2 221 1 15 

Worst -+ Best - Co t~~iderperlorrn~ng .I = Co ou tpc r lo r r~~~~r~  

Company Quality 
Some companies excel ~n obtaln~ng high tnargrns (watch out for very low tax rates, which rnay retlect sl)ec~al benefits that o f tcr~ won't pcrslst lndefinltely) wh~ le  others are hlyhly 
e l f ~ c ~ e n t  \I111 others are strong In both respects lhese trade-offs arc balanced In the Managerncnt Flfect~vcne% rcturrls, whlch comb~ne both factors TTM Trdlllrly Twelve Months 

Company Rank GAS GAS GAS 
Profitability Ratios (%) GAS Industry Sector S&P 500 In Industry vs. Industry vs. Sector vs. S&P 500 
Gross Margln for Tralllng Twelve Molith (2 8) 35 8 35 1 440 1 4 
Gross Margln lor Past 5 Years NP 33 E 33 7 440 1 1 N A N A N A 
Operallng lvlarg~n lor Carllng l!velve Monlhs 6 5 16 1 19 3 193  1 25 
Operalmy Marg~n lor Pas15 Years 6 3 14 1 156 194 1 21 
ERlTD Margln for Tralllny Twelve Monlt 11 7 24 7 27 9 73 7 1 30 
FBlTD Margin for Past 5 Yeas 11 E 21 8 23 @ 22 3 1 37 
Pretax Marqln for Tralltng Twelve Mo~i t l~s 5 8 11 7 15 3 1 / 9  1 34 
Pretax Margln lor Past 5 Years 5 4 9 5 10 9 184 1 3 1  
Net Margin for Tralllng T\tielve Monlhs 4 3 9 0 11 1 131 1 28 
Nel Margln for Past 5 Years 3 9 7 4 7 3 l?H 1 33 
Cllcct~ve Tax Rate lor Tralllng Twvelve h4onths 16 6 28 6 31 8 30 0 1 37 
Flfcctlvrt Tax Rate lor Past 5 Years 21 3 27 0 32 4 309 1 39 - 

Company Rank GAS GAS GAS 
Efficiency Ratios ( l l M )  GAS Industry Sector S&P 500 in Industry vs. Industry vs. Sector vs. S&P 5W 
~sser  l i~rnojer o a o 6 o 4 1 0  169.- 
Rece~vables Tu~nover 4 3 8 7 8 '1 109 1 77 
lriver~bry Turnover 15'3 18 4 14 E I ?  I I fh  -- 
Rovenue/Employec $814436 $1.677201 $1.170966 $9.16 130 1 34 
Net Iiicorne~Fmployec $31 667 $1 17 575 $119 4/15 $119 457 1 23 

Company Rank GAS GAS GAS 
Management Effectiveness Ratlos (%) GAS Industry Sector S&P 500 In Industry vs. Industry vs. Sector vs. S&P 500 
Relur~i on Assets for TTM 3 2 4 1 4 1 8 9  1 40 
Return 011 Asvels lor Past 5 Years 2 9 3 8 2 7 7 8  1 37 - 
Rclurn on Investment for TTM 4 6 5 1 5 1 178 1 45 
Returti on Investmelit for Past 5 Years 4 3 5 0 3 3 114 1 44 I 
Return on Equity lor TTM 14 8 11 2 14 2 21 5 1 1 6  1- 
Return on Equity for Pas1 5 Years 14 5 10 2 11 9 19.4 1 7 5  - - 

Worst -+ Best = Co untlerperforming I = Co oulp8rform1ny 

Financial Strength 
Ouick Ratio (cash and marketable securities divitlrtl by current liabilities) and Cilrrent Ratio (all current assets divided by current liabilities) give a scnsc o f  how reatlily thc company 
could cover currrnt obligations i f  the sales were to stop. tligher ratlos indicate greater liq~iidity. D~ffercnt b~rsinr<srr have tliffcrerlt cash inf low-outf low characteristics, so comllare 
companies to industry averages. bmilar comparisons arc relevant for debt ratios (higher ratios intlicate more debt and, licnce, more financial risk) and interest coverayr (lower 
numbers signify greater risk). 

Company Rank OAS GAS GAS 
GAS Industry Sector S&P 500 In Industry vs Industry vs. Sector vs. S&P 500 

0~1ick Ratio 0.7 0.7 0.6 1.2 1 13 1 - I . - - " . :  
1.7 1 33 Current Ralio 0.8 1 .O 1.1 ; ( . . .  : I  

Total Debt to Equity 91.6 141.0 141.6 71.3 1 60 - 1  

Lony Term Debt to Equity 44.7 125.3 124.3 57.2 1 7 6  1 -  
Interest Coverage 9.1 4.2 4.5 14.5 I 74 - - I . : 

Worsl-+ Rest , i - Co. underperforming I = Co. outperforrniny 
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