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PRE-FILED TESTIMONY OF MATTHEW HOWARD 

I. INTRODUCTION 

PLEASE STATE YOUR NAME AND AFFILIATION. 

My name is Matthew R. Howard. I am a Director at ScottMadden, Inc. My business 

address is 1 Speen Street, Suite 150, Framingham, Massachusetts O 170 I. 

ON WHOSE BEHALF ARE YOU SUBMITTING THIS TESTIMONY? 

I am submitting this direct testimony on behalf of Atmos Energy Corporation's Louisiana 

operations ("Atmos Energy" or the "Company")' before the Louisiana Public Service 

Commission (the "Commission"). 

PLEASE DESCRIBE YOUR QUALIFICATIONS AND EDUCATIONAL 

BACKGROUND. 

I offer expert testimony on behalf of investor-owned utilities on rate of return issues, 

including return on equity ("ROE"),2 capital structure, and cost of debt. I have also 

authored and co-authored several f air market valuation reports on behalf of municipalities 

and investor-owned utilities. On behalf of the American Gas Association ("AGA"), I assist 

in the calculation of the AGA Gas Index, which serves as the benchmark against which the 

perfonnance of the American Gas Index Fund (AGIF") is measured on a monthly basis. 

The AGA Gas Index and AGIF are a market capitalization weighted index and mutual 

fund, respectively, comprised of the common stocks of the publicly traded corporate 

members of the AGA. 

' As used in my testimony, "Atmos Energy Corporation" refers to the entirety of Atmos Energy Corporation, which 
operates in eight states, and "Atmos Energy" or the "Company" refers to Atmos Energy Corporation's Louisiana 
operations. 
Also referred to throughout this testimony as cost of common equity. 
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PRE-FILED TESTIMONY OF MATTHEW HOWARD

I. INTRODUCTION

Q. PLEASE STATE YOUR NAME AND AFFILIATION.

A. My name is Matthew R. Howard. I am a Director at ScottMadden, Inc. My business

address is 1 Spoon Street, Suite l50, Framingham, Massachusetts 01701.

Q. ON WHOSE BEHALF ARE YOU SUBMITTING THIS TESTIIVIONY?

A. I am submitting this direct testimony on beha|fofAtmos Energy Louisiana

operations or the before the Louisiana Public Service

Commission (the

Q. PLEASE DESCRIBE YOUR QUALIFICATIONS AND EDUCATIONAL

BACKGROUND.

A. I offer expert testimony on behalf of investor-owned utilities on rate of return issues,

including return on cquity capital structure, and cost of debt. I have also

authored and co-authored several fair market valuation reports on behalf of municipalities

and investor-owned utilities. On behalf ofthe American Gas Association I assist

in the calculation of the AGA Gas Index, which serves as the benchmark against which the

perfonnance of the American Gas Index Fund is measured on a monthly basis.

The AGA Gas Index and AGIF are a market capitalization weighted index and mutual

fund, respectively, comprised of the common stocks of the publicly traded corporate

members of the AGA.

As used in my testimony, Energy refers to the entirety ofAtmos Energy Corporation, Whicll

operates in eightstates, and or the rcfcrs to Atmos Energy Corporalionls Louisiana

nperalmns
2 Also referred to throughout this testimony as cost ofcommnn equity

Petition ofAtmos Energy LPSC Docket U-XXXXX

Pie-Filed Testimony of Matthew Howard



Page 4 0f 49 

("NACVA") and was awarded the professional designation "Certified Valuation 

Analyst" by NACVA in 2024. 

with honors, and a concentration in Finance. 

My educational background and regulatory experience are attached as Appendix A. 

YOUR SUPPORTING EXHIBITS PREPARED YOU 

7. 

HAVE 

Yes. I have prepared Exhibit No. MRH-1, consisting of Schedules MRH-1 through MRH- 

RECOMMENDATIONS? 

II. PURPOSE AND OVERVIEW OF TESTIMONY 

WHAT rs THE PURPOSE OF YOUR DIRECT TESTIMONY? 

I hold a Bachelor's degree in Psychology from the University of Colorado at 

Boulder, and received a Master of Business Administration degree from Babson College, 

I am a member of the Society of Utility and Regulatory Financial Analysts 

(SURFA"). In May 2022, J was awarded the professional designation "Certified Rate of 

Return Analyst" by SURF A, which is based on education, experience, and the successful 

completion of a comprehensive written examination. 

I am also a member of the NationalAssociation of Certified Valuation Analysts 

In this docket, it is my understanding that Atmos Energy is requesting a renewal of its Rate 

Stabilization Clause ("RSC") tariff for a period of three years, with a weighted cost of 

capital calculation in the tariff that incorporates the Company's currently authorized ROE 

of9.80 percent. The primary purpose ofmy testimony is to evaluate the reasonableness of 

the Company's proposal to renew its RSC at its current authorized ROE. I also evaluate 

the Company's request to renew its RSC at its currently authorized capital structure. 
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I am a member of tl1e Society of Utility and Regulatory Financial Analysts

In May 2022, I was awarded the professional designation Rate of

Return by SURFA, which is based on education, experience, and the successful

completion of a comprehensive written examination.

I am also a member ofthe NationalAssociation of Certified ValuationAnalysts

and was awarded the professional designation "Certified Valuation

by NACVA in 2024.

I hold a degree in Psychology from the University of Colorado at

Boulder, and received a Master of Business Administration degree from Bahson College,

with honors, and a concentration in Finance.

My educational background and regulatory experience are attached as Appendix A.

II. PURPOSE AND OVERVIEW OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?

In this docket, it is my understanding that Atmos Energy is requesting a renewal of its Rate

Stabilization Clause tariff for a period of three years, with a weighted cost of

capital calculation in the tariff that incorporates the currently authorized ROE

of9.80 percent. The primary purpose of my testimony is to evaluate the reasonableness of

the proposal to renew its RSC at its current authorized ROE. Ialso evaluate

the request to renew its RSC at its currently authorized capital structure.

Q. HAVE YOU PREPARED EXHIBITS SUPPORTING YOUR

RECOMMENDATIONS?

A. Yes. I have prepared Exhibit No. MRI-I-I, consisting ofSchedules MRI-I~l through M_RH-

7.
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III. SUMMARY 
WHAT ARE YOUR RECOMMENDATIONS IN TIIlS PROCEEDING? 

Given the analyses and discussion below, Atmos Energy's requested ROE of9.80 percent 

is a conservative measure of the required ROE at this time. The Company's requested 

capital structure is consistent with the capital structures maintained by a proxy group of 

publicly traded companies comparable in risk to Atmos Energy's operations (the "Utility 

Proxy Group"), The overall rate of retum is summarized on page 1 of Schedule MRH-1 

and in Table I below: 

Table 1: Summary of Overall Rate of Return 1 

Percent 
Total Weighted 

Description Capital Cost Rate Cost Rate 
Long-Term Debt 42.00% 4.13% 1.74% 
Common Equity 58.00% 9.80% 5.68% 

Total 100,00% 7.42 

The Company's requested overall rate of return is based on the overall rate 

of retum approved in the Company's most recent RSC filing. In addition to requesting a 

continuation of an ROE of 9.80 percent, both the cost of long-term debt and capital 

structure are updated to reflect actual values, with the capital structure subject to a common 

equity cap of 58.00 percent as approved in the Company's most recent RSC filing. 

PLEASE SUMMARIZE YOUR ASSESSMENT OF THE APPROPRIATE ROE 

FOR ATMOS ENERGY. 

My assessment of the appropriate cost of common equity for Atmos Energy is guided in 

part by the regulatory principles established in Bluefield Waterworks & Imp. Co. v. Public 

' Attachment MRH-I, page I 
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III. SUMMARY

Q. WHAT ARE YOUR RECOMMENDATIONS IN THIS PROCEEDING?

Given the analyses and discussion below, Atmos requested ROE of9.8() percent

is a conservative measure ofthe required ROE at this time. The requested

capital structure is consistent with the capital structures maintained by a proxy group of

publicly traded companies comparable in risk to Atmos operations (the

Proxy The overall rate ofretum is summarized on page 1 of Schedule MRH-1

and in Table 1 below:

Table 1: Summary of Overall Rate of

Percent

Total Weighted

Description Capital Cost Rate Cost Rate

Long-Term Debt 42.00% 4.13% 1.74%

Common Equlty 58.00% 9.80% 5.68%

Total Z 42%

The requested overall rate of retum is based on the overall rate

of return approved in the most recent RSC filing. ln addition to requesting a

continuation of an ROE of 9.80 percent, both the cost of long-term debt and capital

structure are updated to reflect actual values, with the capital structure subject to a common

equity cap of 58.00 percent as approved in the most recent RSC filing.

Q. PLEASE SUMIVIARIZE YOUR ASSESSMENT OF THE APPROPRIATE ROE

FOR ATMOS ENERGY.

A. My assessment of the appropriate cost of common equity for Atmos Energy is guided in

part by the regulatory principles established in Bluefield Waterworks & Imp. Co. V. Public

3 Attachment MRH-1, page 1.
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Service Commission of W.Va, 262 U.S. 679 (1923) (Bluefield") and Federal Power 

2 Commission v. Hope Natural Gas Co., 320 U.S. 591 (1944) (Hope"). As discussed in 

3 depth below, Bluefield and Hope establish the legal standard that a utility's return should 

4 provide it the opportunity to earn a return similar to enterprises of comparable risk To 

5 ensure the recommended cost of common equity reflects enterprises of comparable risk, it 

6 is necessary to look to the market data of the Utility Proxy Group. However, the Utility 

7 Proxy Group is not identical to Atmos Energy. Therefore, it is necessary to reflect any 

8 Company-specific risks not captured by the Utility Proxy Group. 

9 Q. HOW DID YOU APPLY THE REGULATORY STANDARDS DESCRIBED 

10 ABOVE IN ASSESSING THE APPROPRIATE COST OF COMMON EQUITY 

11 FOR ATMOS ENERGY? 

I2 A. I applied the Discounted Cash Flow (DCF") model, the Capital Asset Pricing Model 

13 (CAPM"), and the Risk Premium Model(RPM") (as discussed below) to the market data 

14 of the Utility Proxy Group. The results of these analyses are summarized in Table 2 below: 
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Service Commission of W. Va., 262 U.S. 679 (1923) and Federal Power

Commission v. Hope Natural Gas Co., 320 U.S. 591 (1944) As discussed in

depth below, Bluefield and Hope establish the legal standard that a retum should

provide it the opportunity to earn a return similar to enterprises of comparable risk. To

ensure the recommended cost ofcomrnon equity reflects enterprises of comparable risk, it

is necessary to look to the market data of the Utility Proxy Group. However, the Utility

Proxy Group is not identical to Aunos Energy. Therefore, it is necessary to reflect any

Company-specific risks not captured by the Utility Proxy Group.

Q. HOW DID YOU APPLY THE REGULATORY STANDARDS DESCRIBED

ABOVE IN ASSESSING THE APPROPRIATE COST OF COIVIMON EQUITY

FOR ATMOS ENERGY?

A. I applied the Discounted Cash Flow model, the Capital Asset Pricing Model

andthe Risk Premium Model (as discussed below) to the market data

of the Utility Proxy Group. The results of these analyses are summarized in Table 2 below:
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Table 2: Summary of ROE Rcsults4 

Equal Weighted Value Line 
Beta Coefficients Beta Coefficients 

Constant Growth Discounted Cash Flow5 10.46% 10.54% 10.46% 10.54% 
Capital Asset Pricing Model° 11. 18% II 16% 12.59% 12.58% 
Risk Premium Model 11 15% 11.44% 
Recommended Range Prior to the 
Application of Company-Specific 10.45%- 11.45% 
Adjustments 
Size Premium 0.05% 
Credit Risk Adjustment -0.07% 
Flotation Cost Adjustment 0.04% 
Recommended Range Applicable LA4ii: 141% to Atmos Energv 

Based on the model results, I determined the appropriate ROE for the Utility Proxy 

Group to be in the range of 10.45 percent to 11.45 percent, prior to any Company-specific 

adjustments. I then applied a size premium of 0.05 percent and a erect it risk adjustment of 

-0.07 percent, which account for Atmos Energy's smaller size and less risky credit rating, 

respectively, relative to the Utility Proxy Group. I then made a flotation cost adjustment 

of0.04 percent, which reflects Atmos Energy Corporation's cost of issuing equity. After 

considering the Company-specific adjustments, I determined that the ROE range 

applicable to Atmos Energy remains from 10.45 percent to 11.45 percent. 

As Table 2 demonstrates, in determining the applicable ROE range for Atmos 

Energy, I relied on multiple analytical models. This reflects two important considerations: 

() it is impossible to know with absolute certainty which methods or approaches best 

reflect market and economic conditions and investor sentiment at any one point in time; 

+ schedule MRH-I. 
Mean and median results, respectively 
Average of mean and median results based on current and projected interest rates, respectively. 
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Equal Weighted I/alue Line

Beta Coefficients Beta Coefficients

Constant Growth Discounted Cash Flow5 10.46% 10.54% 10.46% 10.54%

Capital Asset Pricing 11.18% 11.16% 12.59% 12.58%

Risk Premium Model 13/! %

Recommended Range Prior to the

Application
Adjustments

10.45%

Recommended Range Applicable
to Atmos Energy

Size Premium 0.05%

Credit Risk Adjustment -0.07%

Flotation CostAdjustment 0.04%

Based on the model results, I determined the appropriate ROE for the Utility Proxy

Group to be in the range of 10.45 percent to 11.45 percent, prior to any

adjustments. l then applied a size premium of().O5 percent and a credit risk adjustment of

-0.07 percent, which account for Atmos smaller size and less risky credit rating,

respectively, relative to the Utility Proxy Group. I then made a cost adjustment

of 0.04 percent, which reflects Atmos Energy Corporatiorfs cost of issuing equity. After

considering tl1e Company-specific adjustments, I determined that the ROE range

applicable to Atmos Energy remains from 10.45 percent to 11.45 percent.

As Table 2 demonstrates, in determining the applicable ROE range for Atmos

Energy, lrelied on multiple analytical models. This two important considerations:

(1) it is impossible to know with absolute certainty which methods or approaches best

reflect market and economic conditions and investor sentiment at any one point in time;

" Schedule MRH~l.

5 Mean and median results, respectively.
5 Average of mean and median results based on current and projected interest rates, respectively.
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and (2) the indicated results of the models represent the range of opportunity costs for 

utility equity investors. Because of these considerations, it is necessary to carefully 

consider the range of results, as the results for individual companies or each specific model 

are likely to vary. Given the factors discussed above and the results presented in Table 2, 

the Company's requested ROE of 9.80 percent is a conservative estimate of the cost of 

common equity but should be approved by the Commission. 

IV. GENERAL PRINCIPLES 

WHAT REGULATORY PRINCIPLES GUIDE THE DETERMINATION OF AN 

ROE TOBE INCLUDED IN THE FAIR RATE OF RETURN? 

As established in Bluefield and Hope, the fair rate of return, including the cost of common 

equity, should provide the utility an opportunity to earn returns comparable to other 

investments with similar risk, at a level sufficient to assure investors that the enterprise will 

maintain its financial integrity. Because utilities compete for capital with other firms of 

comparable risk, the return authorized by the regulatory process should provide the utility 

with the ability to attract capital at a reasonable cost. 

In addition, the return should enable the utility to fulfill its obligation to always 

provide safe and reliable service. Specifically, in Hope, the U.S. Supreme Court noted: 

The rate-making process under the Act, i.e., the fixing of 'just and 
reasonable' rates, involves a balancing of the investor and the consumer 
interests. Thus we stated in the Natural Gas Pipeline Co. case that 
'regulation does not insure [sic] that the business shall produce net 
revenues.' But such considerations aside, the investor interest has a 
legitimate concern with the financial integrity of the company whose rates 
are being regulated. From the investor or company point of view it is 
important that there be enough revenue not only for operating expenses but 
also for the capital costs of the business. These include service on the debt 
and dividends on the stock. By that standard the return to the equity owner 
should be commensurate with returns on investments in other enterprises 
having corresponding risks. That return, moreover, should be sufficient to 
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and (2) the indicated results of the models represent the range of opportunity costs for

utility equity investors. Because of these considerations, it is necessary to carefully

consider the range ofresults, as the results for individual companies or each specific model

are likely to vary. Given the factors discussed above and the results presented in Table 2,

the requested ROE of 9.80 percent is a conservative estimate of the cost of

common equity but should be approved by the Commission.

IV. GENERAL PRINCIPLES

Q. WHAT REGULATORY PRINCIPLES GUIDE THE DETERNIINATION OF AN

ROE TO BE INCLUDED IN THE FAIR RATE OF RETURN?

A. As established in Blue/ield and Hope, the fair rate ofreturn, including the cost of common

equity, should provide the utility an opportunity to earn returns comparable to other

investments with similar risk, at a level sufficient to assure investors that the enterprise will

maintain its financial integrity. Because utilities compete for capital with other fimrs of

comparable risk, the return authorized by the regulatory process should provide the utility

with the ability to attract capital at a reasonable cost.

In addition, the return should enable the utility to fulfill its obligation to always

provide safe and reliable service. Specifically, i.n H()pE, the US. Supreme Court noted:

The rate-rnaking process under the Act, i.e., the fixing of and

rates, involves a balancing of the investor and the consumer

interests. Thus we stated in the Natural Gas Pipeline Co. case that

does not insure [sic] that the business shall produce net

But such considerations aside, the investor interest has a

legitimate concern with the financial integrity ofthe company whose rates

are being regulated. From the investor or company point of View it is

important that there be enough revenue not only for operating expenses but

also for the capital costs ofthe business. These include service on the debt

and dividends on the stock. By that standard the return to the equity owner

should be commensurate with returns on investments in other enterprises
having corresponding risks. That return, moreover, should be sufficient to
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assure confidence in the financial integrity of the enterprise, so as to 
maintain its credit and to attract capital. 

PLEASE COMMENT ON THE FORWARD-LOOKING NATURE OF RATE­ 

MAKING AND THE COST OF COMMON EQUITY IN GENERAL. 

The Commission will set Atmos Energy's rates effective on a going-forward basis, as rates 

are designed to recover costs that the Company will incur in the future. These future costs 

include the cost of capital. The cost of common equity is also forward-looking, as the 

return (i.e., cost) required by investors reflects an investment's future risk. 

WHY DID YOU USE MULTIPLE ANALYTICAL MODELS TO DETERMINE 

THE APPROPRIATE ROE FOR ATMOS ENERGY? 

Because it is difficult, if not impossible, to determine which model/models best reflect 

investor sentiment at any one lime. Unlike the costs of debt or preferred stock, which are 

generally contractually defined, the cost of common equity is not directly observable in the 

market. To estimate the investor required ROE then, analysts must use financial and 

economic models that incorporate market data. As noted above, however, no model is 

perfect, and all models have strengths and weaknesses. At any one time, one model rrught 

better represent the investor required ROE than another, but it is nearly impossible to make 

that determination. Therefore, the use of multiple models is preferable to the selection of 

any single model at any one point in time. 

The use of multiple models is also well supported in financial literature, as is the 

need to apply judgment in assessing those models and their results. For example, Morin" 

states: 

Hope, 320 U.S. 591 a1 603. 
8 pr. Roger A. Morin is Emeritus Professor of Finance at the College of Business Administration, Georgia State 
University, and Distinguished Professor of Finance for Regulated Industry at the Center for the Study of Regulated 
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assure confidence in the financial integrity of the enterprise, so as to

maintain its credit and to attract capitaI.7

Q. PLEASE COMMENT ON THE FORWARD-LOOKING NATURE OF RATE-

MAKING AND THE COST OF COMMON EQUITY IN GENERAL.

A, The Commission will set Atmos rates effective on a going-forward basis, as rates

are designed to recover costs that the Company will incur in the future. These future costs

include the cost of capital. The cost of common equity is also forward-looking, as the

return (i.e., cost) required by investors reflects an i.nvestment"s future risk.

Q. WHY DID YOU USE MULTIPLE ANALYTICAL MODELS TO DETERMINE

THE APPROPRIATE ROE FOR ATMOS ENERGY?

A. Because it is difficult, if not impossible, to determine which model/models best reflect

investor sentiment at any one time. Unlike the costs of debt or preferred stock, which are

generally contractually defined, the cost of common equity is not directly observable in the

market. To estimate the investor required ROE then, analysts must use financial and

economic models that incorporate market data. As noted above, however, no model is

perfect, and all models have strengths and weaknesses. At any one time, one model might

better represent the investor required ROE than another, but it is nearly impossible to make

that determination. Therefore, the use of multiple models is preferable to the selection of

any single model at any one point in time.

The use of multiple models is also well supported in financial literature, as is the

need to apply judgment in assessing those models and their results. For example,

states:

320 us. 591 at 503.
* Dr. Roger A. Morin is Emeritus Professor of Finance at the College or Business Administration, Georgia State

University. and Distinguished Professor cfFinance for Regulated Industry at the Center for the Study ofkegulalod
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Each methodology requires the exercise of considerable judgment on the 
reasonableness of the assumptions underlying the methodology and on the 
reasonableness of the proxies used to validate a theory. The inability of the 
DCF model to account for changes in relative market valuation, discussed 
below, is a vivid example of the potential shortcomings of the DCF model 
when applied to a given company. Similarly, the inability of the CAPM to 
account for variables that affect security returns other than beta tarnishes its 
use. 

No one individual method provides the necessary level of precision for 
detennining a fair return, but each method provides useful evidence to 
facilitate the exercise of an informed judgment. Reliance on any single 
method or preset formula is inappropriate when dealing with investor 
expectations because of possible measurement difficulties and vagaries in 

individual companies' market data. 

Based on the above, the use of multiple analytical models, as well as the application 

of careful judgment, should be med to determine the appropriate ROE for Atmos Energy. 

IS IT IMPORTANT THAT THE AUTHORIZED RETURN ON COMMON 

EQUITY REFLECT THE RISKS APPLICABLE TO ATMOS ENERGY ON A 

·STAND-ALONE" BASIS? 

Yes. The stand-alone regulatory principle treats each utility as its own company, meaning 

the authorized return must reflect the risks applicable to Atmos Energy's Louisiana 

operations. This is true regardless of the source of invested funds. All investors, whether 

it be a parent entity or an external investor, will assess opportunities based on whether the 

expected return provides adequate compensation given the perceived risks. Doing 

otherwise is inconsistent with rational decision-making and financial theory. 

Industry at Georgia State University. Dr. Morin has published four widely -used treatises on regulatory finance: 
Ltilitics' Cost of Capital, Regulatory Finance, New Regulatory Finance, and more recently, Modem Regulatory 
Finangg. Dr Morin is a leading expert witness in matters of corporate finance, and has appeared as an expert witness 
in some 200 cases before some 50 federal and provincial/state regulatory boards in the United States, Canada, and 
abroad, including the Federal Energy Regulatory Commission and the Federal Communications Commission. 
" Roger A. Morin, Modem Regulatory Finance, PUR Books 2021, at 476.(Morin") 
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Each methodology requires the exercise of considerable judgment on the

reasonableness of the assumptions underlying the methodology and on the

reasonableness of the proxies used to validate a theory. The inability of the

DCF model to account for changes i.n relative market valuation, discussed

below, is a vivid example of the potential shortcomings of the DCF model

when applied to a given company. Similarly, the inability of the CAPM to

account for variables that affect security returns other than beta tamishes its

use.

No one individual method provides the necessary level of precision for

detemiining a fair return, but each method provides useful evidence to

facilitate the exercise of an informed judgment. Relia.t1ce on any single
method or preset formula is inappropriate when dealing with investor

expectations bccausc ofpossible measurement difficulties and vagaries in

individual market

Based on the above, the use ofmultiple analytical models, as well as the application

ofcarefuljudgment, should be used to determine the appropriate ROF. for Atmos Energy.

Q. IS IT IMPORTANT THAT THE AUTHORIZED RETURN ON COMMON

EQUITY REFLECT THE RISKS APPLICABLE TO ATMOS ENERGY ON A

BASIS?

A. Yes. The stand-alone regulatory principle treats each utility as its own company, meaning

the authorized return must reflect the risks applicable to Atmos Louisiana

operations. This is true regardless of the source of invested funds. All investors, whether

it be a parent entity or an external investor, will assess opportunities based on whether the

expected return provides adequate compensation given the perceived risks. Doing

otherwise is inconsistent with rational decision-making and financial theory.

Industry zit Georgia State University, Dr, Morin has published four trcatlscs on regulatory finance.

Cost of Capital Regulating Finance, New Rcgulatog Finance, and more recently. Modern Regulatom
Finance. Dr. Morin IS a leading expertwitncss in matters of cot-porarc and has appeared as an expert witness

in some 200 cases before some 50 federal and provincial/state regulatory boards in the United States, Canada, and

abroad, including the Federal Fnergy Regulatory Commission and the Federal Communications Commission.

9 Roger A Morin, Modem Regulatog Finance, FUR Books 2021. at 476. ("Morin")
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Because a regulated division must still compete for capital, even from a parent 

entity, it is important that division be authorized a return commensurate with the risks 

involved in the operations of the stand-alone entity. 

V. PROXY GROUP SELECTION 

PLEASE DESCRIBE ATMOS ENERGY'S LOUISIANA OPERATION. 

Atmos Energy's Louisiana operations provide natural gas distribution services to over 

363,000 customers and is an operating division of Atmos Energy Corporation. Atmos 

Energy Corporation operates in eight states, serves over 3.4 million gas customers,' and 

is publicly traded on The New York Stock Exchange under the symbol ATO. The 

Company is owned by Atmos Energy Corporation and is not traded separately from Atmos 

Energy Corporation. 

PLEASE DESCRIBE THE SELECTION PROCESS FOR YOUR UTILITY PROXY 

GROUP. 

As noted above, the detennination of the cost of common equity is a comparative analysis 

requiring a group of comparable companies that generally reflect the risks or Atmos 

Energy. A pp lying the selection criteria below provides a group of companies that reflect 

Atmos Energy, while allowing for an assessment of risk using market data. As such, I 

have selected my Utility Proxy Group based on the following criteria: 

i) The natural gas distribution utilities must be covered by Value Line Investment 

Survey's ("Value Line") Standard Edition (November 21, 2025); 

ii) The natural gas distribution utilities must have a Value Line-reported Beta 

coefficient; 

" Atmos Energy Corporation, 2025 SEC Form 10-K, at 4. 
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Because a regulated division must still compete for capital, even from a parent

cntity, it is important that division be authorized a return commensurate with the risks

involved in the operations of the stand-alonc cntity.

V. PROXY GROUP SELECTION

IANA OPERATION.

A. Atmos Louisiana operations provide natural gas distribution services to over

363,000 customers and is an operating division of Atmos Energy Corporation. Atmos

Energy Corporation operates in eight states, serves over 3.4 million gas and

is publicly traded on The New York Stock Exchange under the symbol ATO. The

Company is owned by Atmos Energy Corporation and is not traded separately from Atmos

Energy Corporation.

Q. PLEASE DESCRIBE THE SELECTION PROCESS FOR YOUR UTILITY PROXY

GROUP.

A. As noted above, the determination of the cost ofcommon equity is a comparative analysis

requiring a group of comparable companies that generally reflect the risks of Atmos

Energy. Applying the selection criteria below provides a group ofcompanies that reflect

Atmos Energy, while allowing for an assessment of risk using market data. As such, I

have sclccted my Utility Proxy Group based on the following criteria:

i) The natural gas distribution utilities must be covered by Value Line Invextmertl

("Value Line ') Standard Edition (November 2]
, 2025);

ii) The natural gas distribution utilities must have a Value Line-reported Beta

coefficient;

'0 Atmos Energy Corporation, 2025 SEC Fomi 10.14, at 4.
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iii) The natural gas distribution utilities must have an earnings growth projection from 

at least one of the following sources: Zacks, Value Line, or Standard & Poor's 

("S&P") Capital 1Q; 

iv) Any natural gas distribution utility that recently cut or suspended dividend 

payments was excluded; 

v) Any natural gas distribution utility that is currently a party to a merger or 

significant transaction was excluded; and 

vi) Any natural gas distribution utility that did not derive either 60.00 percent or 

greater of operating income, or 60.00 percent or greater of total assets attributable 

to, regulated natural gas distribution utility operations in the most recent fiscal year 

was excluded. 

The following seven companies met these criteria: Atmos Energy Corporation, 

Chesapeake Utilities Corporation, New Jersey Resources Corporation, NiSource Inc., 

Northwest Natural Holding Company, ONE Gas, Tnc. ("OGS"), and Southwest Gas 

Holdings, Inc. 

VT. CAPITAL STRUCTURE 

WHAT CAPITAL STRUCTURE RATIO DOES THE COMPANY PROPOSE IN 

RENEWING ITS RSC? 

The Company is proposing to use actual capital structure with a cap of 58.00 percent 

common equity as is currently approved. 
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iii) The natural gas distribution utilities must have an earnings growth projection from

at least one of the following sources: Zacks, Value Line, or Standard &

Capital IQ;

iv) Any natural gas distribution utility that recently cut or suspended dividend

payments was excluded;

v) Any natural gas distribution utility that is currently a party to a merger or

significant transaction was excluded; and

vi) Any natural gas distribution utility that did not derive either 60.00 percent or

greater of operating income, or 60.00 percent or greater oftotal assets attributable

to, regulated natural gas distribution utility operations in themost recent fiscal year

was excluded.

The following seven companies met these criteria: Atmos Energy Corporation,

Chesapeake Utilities Corporation, New Jersey Resources Corporation, NiSource lnc.,

Northwest Natural Holding Company, ONE Gas, Inc. and Southwest Gas

Holdings, Inc.

VI. CAPITAL STRUCTURE

Q. WHAT CAPITAL STRUCTURE RATIO DOES THE COMPANY PROPOSE IN

RENEWING ITS RSC?

Q. The Company is proposing to use actual capital structure with a cap of 58.00 percent

common equity as is cu.rrently approved.
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IS THE COMPANY'S PROPOSED CAPITAL STRUCTURE CONSISTENT WITH 

THE CAPITAL STRUCTURES MAINTAINED BY THE UTILITY PROXY 

GROUP? 

Yes. The Utility Proxy Group's average common equity ratios over the last eight quarters, 

at the holding company level, range from 37.56 percent to 60.54 percent.'' At the operating 

subsidiary level, that ratio ranges from 48.11 percent to 60.54 percent.12 In both instances, 

Atmos Energy's proposed common equity ratio which is not to exceed 58.00 percent, is 

consistent with the ranges maintained by the Utility Proxy Group. 

Q. COST OF COMMON EQUITY ESTIMATION 

PLEASE SUMMARIZE YOUR COST OF COMMON EQUITY ANALYSIS. 

The cost of common equity reflects the return investors require to make an equity 

investment in a given enterprise. In making that determination, investors are guided by the 

financial principle that the return required must compensate for their perceived level of 

risk, with greater risk requiring a greater retum.13 That level of risk is ultimately reflected 

in the market prices investors are willing to pay. Thus, multiple analytical models have 

been developed to estimate the relationship between investors' perception of risk and the 

return they require to bear that risk. Because regulation acts as a substitute for marketplace 

competition, the assessment of the appropriate ROE must look to the capital markets in 

which investors make their pricing decisions. Therefore, in my determination of the 

appropriate ROE for Atmos Energy, I have applied three financial models that are 

described and generally accepted in academic literature! and commonly applied in 

' Schedule MRH-2, page I 
Schedule MRH-2, page 2 
See, e.g., Morin, at 27-29. 
'See, e.g., Morin, at 477-478 
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1 Q. IS THE PROPOSED CAPITAL STRUCTURE CONSISTENT WITH

2 THE CAPITAL STRUCTURES MAINTAINED BY THE UTILITY PROXY

3 GROUP?

4 A. Yes. The Utility Proxy average common equity ratios over the last eight quarters,

5 at the holding company level, range from 37.56 percent to 60.54 percent." At the operating

6 subsidiary level, that ratio ranges from 48. ll percent to 60.54 In both instances,

7 Atmos proposed common equity ratio which is not to exceed 58.00 percent. is

8 consistent with the ranges maintained by the Utility Proxy Group.

9 Q. COST OF COMMON EQUITY ESTIMATION

10 Q. PLEASE SUMMARIZE YOUR COST OF COMMON EQUITY ANALYSIS.

1] A. The cost of common equity reflects the return investors require to make an equity

12 investment in a given enterprise. lnmaking that detennination, investors are guided by the

13 financial principle that the return required must compensate for their perceived level of

risk, with greater risk requiring a greater retum. 13 That level of risk is ultimately reflected

15 in the market prices investors are willing to pay. Thus, multiple analytical models have

been developed to estimate the relationship between perception of risk arid the

17 return they require to bear that risk. Because regulation acts as a substitute for marketplace

I8 competition, the assessment of the appropriate ROE must look to the capital markets in

19 which investors make their pricing decisions. Therefore, in my determination of the

20 appropriate ROE for Atmos Energy, I have applied three financial models that are

2| described and generally accepted in academic and commonly applied in

H Schedule page 1

W Schedule MRH-2, page 2.

See, e.g.. Morin. at 27729.

eg . Morin, at 477-478.
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regulatory proceedings: The DCF, the CAPM, and the RPM. I discuss each of these models 

2 and their results in more detail below. 

3 Lastly, because the Utility Proxy Group is comparable, but not identical, in risk to 

4 Atmos Energy, I examined the applicable risk adjustments based on Atmos Energy's size 

5 and credit risk, respectively, relative to the Utility Proxy Group. I also made an adjustment 

6 to reflect the costs of issuing common stock (i.e., flotation costs). 

The unadjusted dividend yields are based on each Utility Proxy Group company's 

annualized dividends per share as of December 1, 2025, divided by the 30-day average 

closing market prices for the period ending December I, 2025. However, because 

dividends are paid periodically throughout the year, as opposed to continuously, an 

PLEASE DESCRIBE THE DIVIDEND YIELD YOU USED IN VOUR 

APPLICATION OF THE DCF MODEL. 

K = the required Return on Common Equity; 

Do = the annualized Dividend Per Share; 

P = the current stock price; and 

g = the expected growth rate. 

where: 

Do (1+g) 
k= _"+ gEquation[1] p 

The DCF is based on the theory that the price of a stock is dependent on the present value 

of the future cash-flows for the company in question. In conducting my DCF analysis, I 

applied the constant growth DCF, which takes the following form: 

7 A. CONSTANT GROWTH DISCOUNTED CASH FLOW MODEL 

PLEASE DESCRIBE THE CONSTANT GROWTH DCF MODEL. 8 Q. 

9 A. 
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regulatory proceed ings: The DCF, the CAPM, and the RPM. Idiscuss each ofthese models

and their results in more detail below.

Lastly, because the Utility Proxy Group is comparable, but not identical, in risk to

Atmos Energy, I examined the applicable risk adjustments based on Atmos size

and creditrisk, respectively, relative to the Utility Proxy Group. I also made an adjustment

to reflect the costs of issuing common stock (i.e., costs).

A. CONSTANT GROWTH DISCOUNTED CASH FLOW MODEL

Q. PLEASE DESCRIBE THE CONSTANT GROWTH DCF MODEL.

A. The DCF is based on the theory that the price of a stock is dependent on the present value

of the future for the company in question. In conducting my DCF analysis, I

applied the constant growth DCF, which takes the following form:

Du (Hg)

P

k : + g Equation [1]

where:

K : the required Return on Common Equity;

D0 = the annualized Dividend Per Share;

P = the current stock price; and

g
: the expected growth rate.

Q. PLEASE DESCRIBE THE DIVIDEND YIELD YOU USED IN YOUR

APPLICATION OF THE DCF MODEL.

A. The unadjusted dividend yields are based on each Utility Proxy Group

annualized dividends per share as of December 1, 2025, divided by the 30-day average

closing market prices for the period ending December 1, 2025. However, because

dividends are paid periodically throughout the year, as opposed to continuously, an

Petition ofAtmos Energy LPSC Docket U-XXXXX

Pre-Filed Testimony of Matthew Howard



2 

3 

4 

5 Q. 

6 

7 A. 

8 

9 

IO 

11 Q. 

12 

13 A. 

14 

15 

16 

17 Q. 

I8 

19 A. 

20 

21 

22 

Page 15of49 

adjustment must be made to the dividend yield.15 Further, because utilities increase their 

quarterly dividend at various times during the year, it is a reasonable assumption to reflect 

one-half of the annual dividend growth rate in the dividend yield component. This 

adjustment is applied in Column [4] of Schedule MRH-3. 

WHY DO YOU RELY ON A 30-DAY AVERAGE STOCK PRICE TO 

CALCULATE YOUR DIVIDEND YIELDS? 

Because anomalous events can affect the stock price on any particular trading day, it is 

important to use an averaging period that mitigates the effects of any such events, while 

also accounting for current market conditions. A 30-day average reasonably accomplishes 

this objective. 

PLEASE DESCRIBE THE GROWTH RATES USED IN YOUR CONSTANT 

GROWTHDCF. 

Because the ROE is forward-looking in nature, it is important that the models and their 

inputs reflect the use of forward-looking data. As such, I relied on the five-year earnings 

per share (EPS") growth estimates as published by Value Line, Zacks, and S&P Capital 

IQ, all three of which are widely available to investors. 

WHY IS IT APPROPRIATE TO USE PROJECTED EPS GROWTH RATES IN 

THE DCF MODEL? 

Over the long run, a utility's dividends, cash flow, or book value cannot grow without a 

corresponding growth in earnings. Specifically, over time, if a utility's earnings do not 

grow commensurately with dividends or cash flow then it will be forced to rely on 

alternative sources of cash, primarily depreciation. Because depreciation reflects the level 

S See, e.g., Myron J. Gordon and Eli Shapiro, Capital Equipment Analysis: The Required Rate of Profit, School of 
Industrial Management, Massachusetts Institute of Technology, at 106. 
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adjustment must be made to the dividend Further, because utilities increase their

quarterly dividend at various times during the year, it is a reasonable assumption to reflect

one-half of the annual dividend growth rate in the dividend yield component. This

adjustment is applied in Column [4] of Schedule MRH-3.

Q. WHY DO YOU RELY ON A 30-DAY AVERAGE STOCK PRICE TO

CALCULATE YOUR DIVIDEND YIELDS?

A. Because anomalous events can affect the stock price on any particular trading day, it is

important to use an averaging period that mitigates the effects of any such events, while

also accounting for Current market conditions. A 30-day average reasonably accomplishes

this objective.

Q. PLEASE DESCRIBE THE GROWTH RATES USED IN YOUR CONSTANT

DCF.

A. Because the ROE is forward-looking in nature, it is important that the models and their

inputs reflect the use offorward-looking data. As such, I relied on the Five-year earnings

per share growth estimates as published by Value Line, Zacks, and S&P Capital

IQ, all three of which are widely available to investors.

Q. WHY IS IT APPROPRIATE TO USE PROJECTED EPS GROWTH RATES IN

THE DCF MODEL?

A. Over the long run, a dividends, cash flow, or book value cannot grow without a

corresponding growth in camings. Specifically. over time, if a earnings do not

grow commensurately with dividends or cash flow then it will be forced to rely on

altemative sources ofcash, primarily depreciation. Because depreciation reflects the level

'5 See, 2 g, Myron J. Gordon and En Shapiro. Cupilal Eqmpmem ,4na1yu'.;.- 7712 Required km of Pro/ix, School or

Industrial Management, Massachusetts Lnstitrrtc ofIcchnology, at 106.
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of capital expenditures (or replacements) necessary to maintain a safe and reliable system, 

the utility will ultimately face a shortfall in its ability to both maintain dividends and capital 

expenditures if earnings growth is not maintained. In addition, any earnings not paid out 

as dividends or allocated to capital expenditures will be recorded as retained earnings, 

which increases book value. As such, book value, dividends, and cash flow are all 

dependent on earnings growth. 

Accordingly, earnings growth is the appropriate measure of growth moving 

forward, and more specifically, the use of projected earnings growth based on analysts' 

forecasts. It is well supported in academic research that analyst earnings forecasts are 

reflected in the market. For example, research by Hanis notes that "a growing body of 

knowledge shows that analysts' earnings forecasts are indeed reflected in stock prices."16 

Further, V and er Weide and Carleton have demonstrated that earnings growth projections 

have a statistically significant relationship to stock valuation levcls.17 As such, the use of 

analyst projected earnings growth rates are appropriate for use as the growth component of 

the DCF. 

WHAT ARE THERESULTSOF YOURCONSTANTGROWTHDCF ANALYSIS? 

My constant growth DCF analysis results in a mean estimated cost of common equity of 

I 0.46 percent, and a median estimated cost of common equity of I 0.54 percent, as shown 

on Schedule MRH-3. 

Robert S. Harris, Using Analysts 'Growth Forecasts to Estimate Shareholder Required Rate of Return, Financial 
Management (Spring 1986), at 59. 
7 James H. Vander Weide and Willard T. Carleton, Investor Growth Expectations: Analysts vs. History, The Joumal 
pf Portfolio Management(Spring 1988), at8I. The Vander Weide and Carleton study was updated in 2004 under the 
direction of Dr. Vander Weide. The results of the updated study were consistent with the original study 's conclusions 
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ofcapital expenditures (or replacements) necessary to maintain a safe and reliable system,

the utility will ultimately face a shortfall in its ability to both maintain dividendsand capital

expenditures if earnings growth is not maintained. ln addition, any eamings not paid out

as dividends or allocated to capital expenditures will be recorded as retained earnings,

which increases book value. As such, book value, dividends, and cash flow are all

dependent on earnings growth.

Accordingly, earnings growth is the appropriate measure of growth moving

forward, and more specifically, the use of projected earnings growth based on

forecasts. H is well supported in academic research that analyst earnings forecasts are

reflected in the market. For example, research by Harris notes that growing body of

knowledge shows that earnings forecasts are indeed retlected in stock

Further, Vander Weide and Carleton have demonstrated that earnings growth projections

have a statistically significant relationship to stock valuation levels. '7 As such, the use of

analyst projected earnings growth rates are appropriate for use as the growth component of

thc DCF.

Q. WHAT ARE THE RESULTS OF YOUR CONSTANT GROWTH DCF ANALYSIS?

A. My constant growth DCF analysis results in a mean estimated cost of common equity of

lO,46 percent, and a median estimated cost of common equity of 10.54 percent, as shown

on Schedule MRI-l-3.

"5 Ruben S. Hams. Using /ir1uly.\'t.\' In Enimme Shr1rt'hr)la'rr Required uj Return, Fimxmneral
Management (Spring l 986), at 59
'7 James H Vandcr Weide and Willard T Carleton, Growth Iixpeuazznns. Analysts vs. Ih.r1m;v, The Journal
of Portfolio Manavement (Spring 1988), at 81 The Vander Vi/elde and Carleton study was updated in 2004 under the

direction ofDi. Vander Weidc. The results oflhc updated study were consxstentwith the original conclusions
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Equation [3] 
c+ 

g _ xp Py o, '» 

According to the underlying theory of the CAPM, unsystematic risk can be 

diversified away, meaning investors should only be compensated for systematic risk. 

Systematic, or non-diversifiable risk, is measured by the Beta coefficient ("P"), which is 

defined as: 

rm = the required return on the market as a whole. 

k= the required market ROE for a security; 

~= the Beta coefficient of that security; 

rf= the risk-free rate of return; and 

where: 

The CAPM is a risk premium-based method of estimating the cost of common equity, 

where the ROE is determined by adding a risk premium to an estimate of the risk-free rate. 

The risk premium is defined as the difference between the return required to invest in the 

broad market, less the risk-free rate (r» r)). This is commonly referred to as the Market 

Risk Premium (MRP") and is discussed in more detail below. The CAPM is defined as: 

K,=r +B(~, -r) Equation[2] 

Where o; is the standard deviation of returns for company "j," o% is the standard 

deviation of returns for the broad market (as measured, for example, by the S&P 500 Index 

("S&P 500")), and /J;.m is the correlation of returns between company j and the broad 

market. The Beta coefficient therefore represents both relative volatility (i.e., the standard 
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B. CAPITAL ASSET PRICING MODEL

Q. PLEASE DESCRIBE THE CAPM.

A. The CAPM is a risk premium~based method of estimating the cost of common equity,

where the ROE is determined by adding a risk premium to an estimate of the risk-free rate.

The risk premium is defined as the difference between the return required to invest in the

broad market, less the risk-free rate (rm , rf). This is commonly referred to as the Market

Risk Premium and is discussed in more detail below. The CAPM is defined as:

K5 : rf + rf) Equation [2]

where:

k : the required market ROE security;

: the Beta cue//icierit of that security;

rf : the riskfree rate afreturn; and

rm : the required return an the market as a whole.

According to the underlying theory of the CAPM, unsystematic risk can be

diversified away, meaning investors should only be compensated for systematic risk.

Systematic, or non-diversifiable risk, is measured by the Beta coefficient which is

defined as:

B] :
1

xplvm Equation [3]
Kim

Where <5, is the standard deviation of retums for company om is the standard

deviation of returns for the broad market (as measured, for example, by the S&P 500 Index

and /1,," is thc correlation of returns between company j and the broad

market. The Beta coefficient therefore represents both relative volatility (ie., the standard
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HAVE YOU ALSO RELIED ON AN ALTERNATIVE FORM OF THE CAPM? 

Therefore, the empirical evidence suggests that the expected return on a 
security is related to its risk by the following approximation: 

deviation) of returns, and the correlation in returns between the subject company and the 

overall market. 

Rt +xB(RM - Re) + (1-x) B(Re-R») K 

where xis a fraction to be determined empirically. The value of x that best 
explains the observed relationship Return = 0.0829 + 0.0520 3 is between 
0.25 and 0.30. fx= 0.25, the equation becomes: 

Yes. In addition to relying on the traditional CAPM as defined in Equation [2] above, I 

also relied on the empirical CAPM (ECAPM"). The ECAPM reflects the reality that, 

although the results of numerous studies support the notion that the Beta coefficient is 

related to security returns, the empirical Security Market Line ("SML") described by the 

CAPM formula is not as steeply sloped as the predicted SML. Morin! states: 

With few exceptions, the empirical studies agree that ... low-beta securities 
earn returns somewhat higher than the CAPM would predict, and high-beta 
securities earn less than predicted. 

K = Re+0.25(RM-R+) + 0.75 3(R - Re) 

Considering the theoretical and practical support, I relied on both the CAPM and 

ECAPM and applied the inputs described below in both forms. 
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deviation) of returns, and the correlation in returns between the subject company and the

overall market.

Q. HAVE YOU ALSO RELIED ON AN ALTERNATIVE FORM OF THE CAPM?

Yes. In addition to relying on the traditional CAPM as defined in Equation [2] above. I

also relied on the empirical CAPM The ECAPM the reality that,

although the results of numerous studies support the notion that the Beta coefficient is

related to security returns, the empirical Security Market Line described by the

CAPM fomiula is not as steeply sloped as the predicted SML. states:

With few exceptions, the empirical studies agree that low -beta securities

earn returns somewhat higher than the CAPM would predict, and high-beta
securities earn less than predicted.

***

Therefore, the empirical evidence suggests that the expected return on a

security is related to its risk by the following approximation:

K : R1: + x B(RM - RF) + ([-X) B(Ru - Ry)

where x is a fraction to be determined empirically. The Value of X that best

explains the observed relationship Return : 0.0829 + 0.0520 [3 is betwem
0.25 and 0.30. If x = 0.25, the equation becomes:

K : R1: + 0.25(RM - R1-?)+ 0.75 ~ RF)

Considering the theoretical and practical support, I relied on both the CAPM and

ECAPM and applied the inputs described below in both forms.

Morin, 31207,
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I. RISK-FREE RATE 

HOW DID YOU CALCULATE THE RISK-FREE RATES IN YOUR CAPM 

ANALYSIS? 

The risk-free rates applied in my CAPM analyses are based on: (1) a current, 30-day 

average yield on 30-ycar Treasury bonds (4.66 percent); and (2) a projected 30-year 

Treasury yield based on projections from Blue Chip Financial Forecasts (Blue Chip") for 

the six quarters ending with the first-calendar quarter of 2027, and for the periods 2027- 

2031 and 2032-2036 (4.60 percent."° 

WHY DID YOU RELY ON THE 30-YEAR TREASURY YIELD IN YOUR CAPM 

ANALYSIS? 

Because equity investments are assumed to continue into perpetuity, the appropriate risk­ 

free rate selected should ideally match the life of the underlying investment. Therefore, it 

is appropriate to rely on 30-year Treasury yields as the risk-free rate in the CAPM. 

DID YOU APPLY BOTH A CURRENT AND PROJECTED MEASURE OF THE 

RISK-FREE RATE IN YOUR CAPM ANALYSIS? 

Yes, I relied on both current and projected measures of 30-year Treasury yields because 

the extent to which current interest rates may be better estimators of future interest rates 

than analyst expectations can vary. Therefore, using both current and projected interest 

rates best captures the range of expected risk-free rates." 

9 Schedule MRH-5, pages l and 2, Column [3]; Sources: Bloomberg, Blue Chip Financial Forecasts, Vol. 44, No. 
12, December 1, 2025 at 2 and 14. 

20 Se, Morin, at 202. 
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I. RATE

Q. HOW DID YOU CALCULATE TH.E RISK-FREE RATES IN YOUR CAPM

ANALYSIS?

A, The risk-free rates applied in my CAPM analyses are based on: (1) a current, 30-day

average yield on 30-year Treasury bonds (4.66 percent); and (2) a projected 30-year

Treasury yield based on projections from Blue Chip Financial Fareeartr for

the six quarters ending with the first-calendar quarter of 2027, and for the periods 2027-

203l and 2032-2036 (4.60 percent).

Q. WHY DID YOU RELY ON THE 30-YEAR TREASURY YIELD IN YOUR CAPM

ANALYSIS?

A. Because equity investments are assumed to continue i.nto perpetuity, the appropriate risk-

free rate seleetcd should ideally match the life of the underlying investment. Therefore, it

is appropriate to rely on 30-year Treasury yields as the risk-free rate in the CAPM.

Q. DID YOU APPLY BOTH A CURRENT AND PROJECTED MEASURE OF THE

RISK-FREE RATE IN YOUR CAPM ANALYSIS?

A. Yes, I relied on both current and projected measures of 30-year Treasury yields because

the extent to which current interest rates may be better estimators of future interest rates

than analyst expectations can vary. Therefore, using both current and projected interest

rates best captures the range of expected risk-free

W Schedule MRH-5, pages 1 and 2, Column [3]; Sources: Bloomberg, Blue Chip FinamazFa.-mz.m,vo1.44, .\lo.

12, December 1,2025 at 2 and 14.

=0 See, Morin, at 202.
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2. BETA COEFFICIENTS 

WHAT BETA COEFFICIENTS DID YOU USE IN YOUR CAPM ANALYSIS? 

I relied on Beta coefficients provided by Value Line and Bloomberg Professional 

(Bloomberg"), as shown on page 4 of Schedule MRH-4. Both sources adjust their 

calculated Beta coefficients to reflect the tendency of Beta coefficients to regress to the 

market mean of 1.00. While Value Line relies on five years of weekly returns, Bloomberg 

relies on two years of weekly returns. 

SHOULD BLOOMBERG BETA COEFFICIENTS BE VIEWED WITH CAUTION 

AT THIS TIME? 

Yes. In short, Bloomberg Beta coefficients do not entirely measure the market risks 

attributable to the Utility Proxy Group currently. Bloomberg Beta coefficients currently 

reflect a meaningful divergence in the correlation between the returns of the Utility Proxy 

Group and the Standard & Poors' 500 Index ("S&P 500"). Because correlations between 

the S&P 500 and the Utility Proxy Group increase substantially during market distress, the 

defensive qualities usually associated with low Beta coefficient stocks arc not applicable 

to the Utility Proxy Group. Affording too much weight to results that incorporate 

Bloomberg Beta coefficients skews investors' assessment of the market risk of the Utility 

Proxy Group. 

HOW ARE BLOOMBERG BETA COEFFICIENTS CALCULATED? 

Beta coefficients arc the product of the relative volatility and correlation between the 

subject company and the chosen market index. Bloomberg Beta coefficients use the S&P 

500 as the market index and are calculated over a two-year period based on weekly returns. 
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2. BETA COEFFICIENTS

Q. WHAT BETA COEFFICIENTS DID YOU USE IN YOUR CAPM ANALYSIS?

A. I relied on Beta coefficients provided by Value Line and Bloornberg Professional

as shown on page 4 of Schedule Both sources adjust their

calculated Beta coefficients to reflect the tendency of Beta coefficients to regress to the

market mean of l .00. While Value Line relies on five years ofweekly returns, Bloomberg

relies on two years of weekly returns.

Q. SHOULD BLOOMBERG BETA COEFFICIENTS BE VIEWED VVITH CAUTION

AT THIS TIME?

A. Yes. In short, Blooinberg Beta coefficients do not entirely measure the market risks

attributable to the Utility Proxy Group currently. Bloomberg Beta coefficients currently

reflect a meaningful divergence in the correlation between the returns ofthe Utility Proxy

Group and the Standard & 500 Index Because correlations between

the S&P 500 and the Utility Proxy Group increase substantially during market distress, the

defensive qualities usually associated with low Beta coefficient stocks are not applicable

to the Utility Proxy Group. Affording too much weight to results that incorporate

Bloomberg Beta coefficients skews assessment ofthe market risk of the Utility

Proxy Group.

Q. HOW ARE BLOOMBERG BETA COEFFICIENTS CALCULATED?

A. Beta coefficients are the product of the relative volatility and correlation between the

subject company and the chosen market index. Blooinberg Beta coefficients use the S&P

500 as the market index and are calculated over a two-year period based on weekly returns.
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Charts land 2 below graph the correlation and relative volatility, respectively, between the 

Utility Proxy Group and the S&P 500. 

Chart 1: Weekly Two-Year Rolling Correlation Between the Utility Proxy Group 

and the S&P 500 Since October 202021 
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Charts 1 and2 below graph the correlation and relative volatility, respectively, between the

Utility Proxy Group and the S&F 500.
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Chart 2: Weekly Two-Year Rolling Relative Volatility Between the Utility Proxy 

Group and the S&P 500 Since October 202012 
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RISK OBSERVED IN THE BLOOMBERG BETA COEFFICIENTS. 
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A. The S&P 500 is a marker-capitalization weighted index, meaning that the returns of a small 

subset of extremely large companies within the S&P 500 can have an outsized effect on 

the overall returns. Currently, the Magnificent 7 (Mag7") companies?' in the S&P 500 

represent 34.86 percent of the total market capitalization of the S&P 500, indicating the 

returns of the S&P 500 are affected by a small concentration of companies. 

Specifically, the correlation in returns between the Utility Proxy Group and the 

Mag7 is 0.03, while the correlation between the Utility Proxy Group and the remaining 493 

companies is 0.50. Because the Mag? companies are not correlated with the Utility Proxy 

source: S&P Capital IQ. 
3 The "Magnificent Seven" stocks are: (I) Apple, Inc.;(2) Amazon.com, Inc., () Alphabet, Inc.; (4) Meta 
Platforms, Inc.; (5) Microsoft Corporation; (6) NVIDIA Corporation; and (7) Tesla, Inc 
4 The percentage ofS& 500 market capitalization attributable to the Mag7 has increased by nearly 14.00 percent 
since January 2023. 
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Chart 2: Weekly Two-Year Rolling Relative Volatility Between the Utility Proxy

Group and the 500 Since October

Q. PLEASE COMMENT ON HOW THE S&P 500 IMPACTS THE REFLECTION OF

RISK OBSERVED IN THE BLOOMBERG BETA COEFFICIENTS.

A. The S&P 500 is a market-capitalization weighted index, meaning that the returns ofa small

subset of extremely large companies within the S&P 500 can have an outsized effect on

the overall returns. Currently, the Magnificent 7 compa.nies23 in the S&P 500

represent 34.86 percent of the total market Capitalization of the S&P 500, indicating the

returns of the S&P 500 are affected by a small concentration of

Specifically, the con'el21tion in returns between the Utility Proxy Group and the

Mag7 is 0.03, while the correlation between the Utility Proxy Group and the remaining 493

companies is 0.50. Because the Mag7 companies are not correlated with the Utility Proxy

22 Source S&P Capital IQ.
33 The Scvcn" stocks are (1) Apple, lnc.; (2) Amazoneom, lnc., (3)Alphabez, Inc, (4) Meta

Platfomts, Inc.; (5) Corporation; (6) NVTDIA coipotation; and (7) Tesla, Inc.
1* The percentage nrsstv sou market capitalization attributable to the Mag7 has increased by nearly 14.00 percent
since January 2023.
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Group, their concentration causes the correlation between the returns of the Utility Proxy 

Group and the S&P 500 to diverge, as shown in Chart I above. The impact of these 

diverging correlations is that Bloomberg Beta coefficients imply that the price movements 

of the Utility Proxy Group are not related to the overall market, as measured by the S&P 

500. That is a misleading conclusion. 

WHY DOES THE DECREASE IN CORRELATION BETWEEN THE UTILITY 

PROXY GROUP AND THES&P 500 RESULT IN A MISLEADING CONCLUSION 

AS TO THE MARKET RISK OF THE UTILITY PROXY GROUP? 

The low Bloomberg Beta coefficients of the Utility Proxy Group lead to the conclusion 

that the Utility Proxy Group will not trade in line with the broad market during periods of 

significant volatility. That conclusion is not supported by observed relationships during 

times of significant volatility. During those periods, volatility and retums of the Utility 

Proxy Group are highly correlated to those of the market. Because of this, the required 

return for utility investors would increase. This can be observed by looking to the 

relationship between utilities and market indices. 

HAVE YOU CONDUCTED A STUDY OBSERVING THE CORRELATION 

BETWEEN UTILITIES AND MARKET INDICES? 

Yes, I have. As shown in Table 3 below, I calculated the correlation coefficients of the 

price changes of several groups of utilities relative to the S&P 500, the Dow Jones 

Industrial Average (DIA"), and the New York Stock Exchange ("NYSE") from January 

31, 2020 to April 30, 2020. The study evaluates the correlation coefficients for the 

following relationships: 
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Group, their concentration causes the correlation between the returns of the Utility Proxy

Group and the S&P 500 to diverge, as shown in Chan 1 above. The impact of these

diverging correlations is that Bloomberg Beta coefficients imply that the price movements

of the Utility Proxy Group are not related to the overall market, as measured by the S&P

500. That is a misleading conclusion.

Q. WHY DOES THE DECREASE IN CORRELATION BETWEEN THE UTILITY

PROXY GROUP AND THE S&P 500 RESULT IN A MISLEADING CONCLUSION

AS TO THE MARKET RISK OF THE UTILITY PROXY GROUP?

A. The low Bloomberg Beta coefficients ofthe Utility Proxy Group lead to the conclusion

that the Utility Proxy Group will not trade in line with the broad market during periods of

significant volatility. That conclusion is not supported by observed relationships during

times of sigrrificant volatility. During those periods, volatility and returns of the Utility

Proxy Group are highly correlated to those of the market. Because of this, the required

return for utility investors would increase. This can be observed by looking to the

relationship between utilities and market indiees.

Q. HAVE YOU CONDUCTED A STUDY OBSERVING THE CORRELATION

BETWEEN UTILITIES AND MARKET INDICES?

A. Yes, I have. As shown in Table 3 below, I calculated the correlation coefficients of the

price changes of several groups of utilities relative to the S&P 500, the Dow Jones

Industrial Average and the New York Stock Exchange from January

3], 2020 to April 30, 2020. The study evaluates the correlation coefficients for the

following relationships:
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• The price changes of the S&P 500 relative to the price changes of the Utility 

Proxy Group; 

• The price changes of the S&P 500 relative to the price changes of the Dow 

Jones Utility Average (DJU"); 

• The price changes of the S&P 500 relative to the price changes of the 

Utilities Select Sector SPDR Fund ("XLU); 

• The price changes of the DJIA relative to the price changes of the Utility 

Proxy Group; 

• The price changes of the DJIA relative to the price changes of the DJU; 

• The price changes of the DJIA relative to the price changes of the XLU; 

• The price changes of the NYSE relative to the price changes of the Utility 

Proxy Group; 

• The price changes of the NYSE relative to the price changes of the DJU; 

and 

• The price changes of the NYSE relative to the price changes of the XLU. 
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- The price changes ofthe S&P 500 relative to the price changes ofthe Utility

Proxy Group;

0 The price changes ofthe S&P 500 relative to the price changes ofthe Dow

Jones Utility Average

- Tl1c price changes of the S&P 500 relative to the price changes of the

Utilities Select Sector SPDR Fund

I The price changes of the DJTA relative to the price changes of the Utility

Proxy Group;

I The price changes of the DJIA relative to the price changes of the DJU;

I The price changes of the DJIA relative to the price changes of the XLU;

0 The price changes of the NYSE relative to the price changes of the Utility

Proxy Group;

- The price changes of the NYSE relative to the price changes of the DJU;

and

I The price changes of the NYSE relative to the price changes of the XLU.
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Table 3: Calculation of Correlation Coefficients for Utility Groups Relative to 

Market Indices from February 2020 through April 2020° 

Group S&P 500 DJIA NYSE 
Utility Proxy Group 87.02% 85.67% 86.11% 

DJU 88.26% 87.75% 88.19% 
XLU 88.32% 87.36% 87.95% 

As shown on Table 3, utility stocks traded in tandem with market indices during 

the early 2020 market dislocation. 

I have also observed these same relationships for the period encompassing the Great 

Recession (December 2007 to June 2009), correlations between these same groups were 

similar, as shown on Table 4, below: 

Table 4: Calculation of Correlation Coefficients for Utility Groups Relative to 

Market Indices from December 2007 to June 20093 

Group S&P 500 DJIA NYSE 

Utility Proxy Group 81.77% 81.91% 80.92% 
DJU 81.57% 82.13% 82.15% 

XLU 78.36% 78.59% 79.18% 

This mcreasmg correlation between utilities and the market during periods of 

market distress is not surprising. As Morningstar explained, during volatile markets there 

is often little distinction in returns across assets or portfolios. That is, "correlations go to 

1."7 A direct consequence of increased correlations during market distress is higher Beta 

5 Source: S&P Global Market Intelligence. 
6 Source: S&P Global Market Intelligence. 
7 Morningstar, Correlations Going to l: Amid Market Collapse, US. Stock Fund Factors Show Little 
Differentiation, March 6, 2020. 
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Table 3: Calculation of Correlation Coefficients for Utility Groups Relative to

Market Indices from February 2020 through April 202025

Group S&P 500 DJIA NYSE

Utility Proxy Group 85 67% 86.1 1%

DJU 88.26% 87.75% 88.19%

XLU 88.32% 8736% 87.95%

As shown on Table 3. utility stocks traded in tandem with market indices during

the early 2020 market dislocation.

lhave also observed these same relationships for the period encompassing the Great

Recession (December 2007 to June 2009), correlations between these same groups were

similar, as shown on Table 4, below:

Table 4: Calculation of Correlation Coefficients for Utility Groups Relative to

Market Indices from December 2007 to June

Group S&P 500 DNA NYSE

Utility Proxy Group 81.77% 81.91% 80.92%

DIU 81.57% 82.13% 82.15%

XLU 78.36% 78.59% 79.18%

This increasing correlation between utilities and the market during periods of

market distress is not surprising, As Momingstar explained, during volatile markets there

is often little distinction in returns across assets or portfolios. That is, go to

I A direct consequence ofincreased correlations during market distress is higher Bela

25 Source: S&P Global Market Intelligence.
Source: S&P Global Market lntelligence.

17
Momingstar, Carrelatmnv Going to 1'/Jmid Collapse, us. Fund I"acmI:v Show Lizrle

6, 2020
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coefficients, capital losses, and ultimately higher investor-required returns for utilities. 

2 However, Bloomberg Beta coefficients currently do not accurately capture this reality. 

3 0 WHAT ARE YOUR OBSERVATIONS ON THE RELATIONSHIP BETWEEN 

4 THE UTILITY PROXY GROUP AND THE S&P 500 OVER A LONGER 

5 TIMEFRAME? 

6 A. Charts 3 and 4 below present the correlation and relative volatility, respectively, between 

7 the Utility Proxy Group and the S&P 500 dating back to December 1999, approximately 

8 the last 25 years. 

9 Chart 3: Weekly Two-Year Rolling Correlation Between the Utility Proxy Group 

10 and the S&P 500 Since December 19993 
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coefficients, capital losses, and ultimately higher investor-required returns for utilities.

However, Bloomberg Bela coefficients currently do not accurately capture this reality.

Q. WHAT ARE YOUR OBSERVATIONS ON THE BETWEEN

THE UTILITY PROXY GROUP AND THE S&P 500 OVER A LONGER

TLVIEFRAME?

A. Charts 3 and 4 below present the correlation and relative Volatility, respectively, between

the Utility Proxy Group and the S&P 500 dating back to December 1999, approximately

the last 25 years.
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Chart 4: Weekly Two-Year Rolling Relative Volatility Between the Utility Proxy 

Group and the S&P 500 Since December 19993 
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There are several key observations to be gleaned from Charts 3 and 4. It confinns 

the data presented in Tables 3 and 4 that correlations between the Utility Proxy Group and 

the S&P 500 strengthen during periods of market distress (Chart 3). It also demonstrates 

that over the last 25 years the proxy group has generally had a higher level of volatility 

relative to the market (i.e., the relative volatility was above L.0 for most of the historical 

period) (Chart 4). 

DO VALUE LINE BETA COEFFICIENTS CAPTURE A MORE ACCURATE 

VIEW OF THE MARKET RISK ATTRIBUTABLE TO THE UTILITY PROXY 

GROUP AT THIS TIME? 

13 

14 

A. Yes. Value Line Beta coefficients arc calculated usmg the NYSE, based on a five-year 

period of weekly returns. Because Value Line Beta coefficients are measured over a longer 

79 Source: S&P Capital IQ. 
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Chart 4: Weekly Two-Year Rolling Relative Volatility Between the Utility Proxy

Group and the S&P 500 Since December 1999"
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There are several key observations to be gleaned from Charts 3 and 4. It confirms

the data presented in Tables 3 and 4 that correlations between the Utility Proxy Group and

the S&P 500 strengthen during periods of market distress (Chart 3). It also demonstrates

that over the last 25 years the proxy group has generally had a higher level of Volatility

relative to the market (i.e., the relative volatility was above 1.0 for most of the historical

period) (Chan 4).

Q. DO VALUE LINE BETA COEFFICIENTS CAPTURE A MORE ACCURATE

VIEW OF THE MARKET RISK ATTRIBUTABLE TO THE UTILITY PROXY

GROUP AT THIS TIME?

A. Yes. Value Line Beta coefficients are calculated using the NYSE, based on 21 five-year

period of weekly retums. Because Value Line Beta coefficients are measured over a longer

Source: S&P Capital
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time frame, it smooths out any short-term distortions caused by the concentration of the 

Mag7. 

Charts 5 below compares the two-year correlation between the returns of the Utility Proxy 

Group and the S&P 500 (i.e., as used in the calculations of Bloomberg Beta coefficients) 

and the five-year correlation between the returns of the Utility Proxy Group and the NYSE 

(i.e., as used in the calculations of Value Line Beta coefficients) since October 2020. 

Chart 5: Rolling Weekly Five-Year Correlation Between the Utility Proxy Group 

and the NYSE and Rolling Weekly Two-Year Correlations Between the Utility 

Proxy Group and the S&P 5003 
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As Chart 5 demonstrates, the correlation as measured against the NYSE over a five­ 

year period mitigates the potential of investors misinterpreting the relationship between the 

market and the Utility Proxy Group. 

Source: S&P Capital IQ 
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time frame, it smooths out any short~term distortions caused by the concentration of the

Mag7.

Charts 5 below compares the two-year correlation between the returns ofthe Utility Proxy

Group and the S&P 500 (ie, as used in the calculations of Bloomherg Beta coefficients)

and the fivc-year correlation between the returns of the Utility Proxy Group and the NYSE

(i.e., as used in the Calculations of Value Line Beta coefficients) since October 2020.

Chart 5: Rolling Weekly Five-Year Correlation Between the Utility Proxy Group

and the NY E and Rolling Weekly Two-Year Correlations Between the Utility

Proxy Group and the S&P 5003"

0.3: \
I

320

210

amt:

Uulm; ms rm: - - uuim rm, Ermp and gap 503

As Chan 5 demonstrates, the correlation as measured against the NYSE over a five-

year period mitigates the potential of investors misinterpreting the relationship between the

market and the Utility Proxy Group.

"*0 Source: S&P Capital IQ.
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PLEASE SUMMARIZE YOUR POSITION AS IT RELATES TO THE BETA 

COEFFICIENTS IN YOUR ANALYSES. 

Bloomberg Beta coefficients do not accurately reflect the market risk applicable to the 

Utility Proxy Group. Specifically, Bloomberg Beta coefficients skew investors risk 

assessment for the Utility Proxy Group, especially during periods of market volatility. To 

better reflect the risk of the Utility Proxy Group, in addition to the results of the CA PM 

based on both Bloomberg and Value Line Beta coefficients, I have also presented the results 

of my CAPM exclusively relying on the Value Line Beta coefficients. While I do not 

recommend the strict elimination of the results that incorporate Bloomberg Beta 

coefficients, the above discussion demonstrates that those results should be viewed with 

caution. 

3. MARKET RISK PREMIUM 

PLEASE DESCRIBE YOUR APPROACH TO ESTIMATING THE MRP. 

As noted above, the MRP, (r,,, r,) in Equation [2] above, reflects the additional return, 

or premium, investors require to invest in the broad market over that of a risk-free security. 

Estimating the MRP therefore requires an estimated market return. My estimated MRP is 

based on four expectational measures of the market required return, which reflects the 

forward-looking nature of the cost of capital: (1) a S&P 500 market return based on data 

from Bloomberg; (2) a S&P 500 market return based on data from Value line; (3) a S&P 

500 market return based on data from S&P Capital IQ; and (4) a market return based on 

alternative data as published in Value line's Summary & Index. The three S&P 500-based 

expectational measures were averaged to derive an S&P 500 market return estimate, which 

was then averaged with the Value Line Summary & Index market return estimate. 
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Q. PLEASE SUMMARIZE YOUR POSITION AS IT RELATES TO THE BETA

COEFFICIENTS IN YOUR ANALYSES.

A. Bloombcrg Beta coefficients do not accurately reflect the market risk applicable to the

Utility Proxy Group. Specifically, Bloomberg Beta coefficients skew investors risk

assessment for the Utility Proxy Group, especially during periods ofmarket volatility. To

better reflect the risk of the Utility Proxy Group, in addition to the results ofthe CAPM

based on bothBloornberg and Value Line Beta coefficients, I have also presented the results

of my CAPM exclusively relying on the Value Line Beta coefficients. While I do not

recommend the strict elimination of the results that incorporate Bloornberg Beta

coefficients, the above discussion demonstrates that those results should be viewed with

caution.

3. MARKET RISK PREMIUM

Q. PLEASE DESCRIBE YOUR APPROACH TO ESTIMATING THE MRP.

As noted above. the MRP, (rm rf) in Equation [2] above, reflects the additional return,

or premium, investors require to invest in the broad market over that of a risk-free security.

Estimating the MRP therefore requires an estimated market return. My estimated MRP is

based on four expectational measures of the market required return, which reflects the

forward-looking nature of the cost of capital: (1) a S&P 500 market return based on data

from Bloomberg; (2) a S&P 500 market return based on data from Value Line; (3) a S&P

500 market return based on data from S&P Capital IQ; and (4) a market return based on

alternative dataas published in Value Line '5 Summary & Index. The three S&P 500-based

cxpectational measures were averaged to derive an S&P 500 market return estimate, which

was then averaged with the Value Line Summary & Index market retum estimate.
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Subtracting the respective risk-free rates from that average results in the applicable MRPs 

for my CAPM analysis. 

PLEASE DESCRIBE YOUR MARKET RETURN ESTIMATES BASED ON THE 

S&P 500 COMPANIES. 

The first three market return estimates are based on a market capitalization-weighted ROE, 

which I calculated by applying the constant growth DCF model to the companies in the 

S&P 500. I derived three separate estimates using this approach, relying on expected 

dividend yields and forecasted earnings growth rates from Bloomberg, Value Line, and 

S&P Capital IQ, respectively, applying the one-half growth rate assumption described 

above. Market capitalizations for the S&P 500 companies were also sourced from 

Bloomberg, Value Line, and S&P Capital IQ, respectively. 

This approach resulted in market return estimates of 18.96 percent, 16.42 percent, 

and 18.64 percent based on data from Bloomberg, Value Line, and S&P Capital IQ, 

respectively, which I averaged resulting in a market return estimate of 18.01 percent. 

PLEASE DESCRIBE YOUR MARKET RETURN ES TIM A TE BASED ON VALUE 

LINE'S SUMMARY & INDEX. 

The fourth estimate is based on the application of the average three- to five-year median 

market price appreciation potential for the seven weeks ended December 5, 2025, as 

published by Value Line, plus an average of the median estimated dividend yield for the 

common stocks of the I, 700 firms covered by Value Line's Standard Edition, also for the 

seven weeks ended December 5, 2025. This approach resulted in a market return estimate 

of 11.54 percent. 

3' Schedule MRH-4, pages l and 2, Column [4] 
3 Consistent with the time frame used in my DCF analysis. 
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Subtracting the respective risk-free rates from that average results in the applicable MRPS

for my CAPM

Q. PLEASE DESCRIBE YOUR MARKET RETURN ESTIMATES BASED ON THE

S&P 500 COMPANIES.

A. The first three market rctum estimates are based on 21 market capitalization-weighted ROE,

which I calculated by applying the constant growth DCF model to the companies in the

S&P 500. I derived three separate estimates using this approach, relying an expected

dividend yields and forecasted earnings growth rates from Bloomberg, Value Line, and

S&P Capital IQ, respectively, applying the one-half growth rate assumption described

above. Market capitalizations for the S&F 500 companies were also sourced from

Bloomberg, Value Line, and Capital IQ, respectively.

This approach resulted in market retum estimates of 18.96 percent, 16.42 percent,

and 18.64 percent based on data from Bloomberg, Value Line, and S&P Capital IQ,

respectively, which I averaged resulting in a market return estimate of 18.01 percent.

Q. PLEASE DESCRIBE YOUR MARKET RETURN ESTIMATE BASED ON VALUE

LHVEKVSUMMARY & INDEX.

A. The fourth estimate is based on the application of the average to median

market price appreciation potential for the seven weeks ended December 5, as

published by Value Line, plus an average of the median estimated dividend yield for the

common stocks of the 1,700 firms covered by Value Line 1: Standard Edition, also for the

seven weeks ended December 5, 2025. This approach resulted in a market retum estimate

of 1 1.54 percent.

1' Schedule pages 1 and 2.Column [4]
32 Consistent with the time frame used in my DCF analysis.

Petition ofAtmos Energy LPSC Docket

Prc-Filed Testimony of Matthew Howard



Page 31 of 49 

Q. WHAT MARKET RETURN DID YOU APPLY IN THE CAPM ANALYSES? 

2 A. 

3 

4 

5 

6 Q 

7 A. 

8 

4. CAPM RESULTS 

CAPM ECAPM Average 

Current Risk Free-Rate (4.66%) 
Mean 10.75% 11.75% 11.25% 
Median 10.58% 11.63% 11.10% 

Projected Risk Free-Rate (4.60%) 
Mean 10.72% 11.74% 11.23% 
Median 10.55% 11.61% 11.08% 

WHAT ARE THE RESULTS OF YOUR CAPM ANALYSES? 

I relied on an average market return estimate of 14.77 percent,'' which is the average of 

the S&P 500 market return estimate of 18.01 percent and the Value Line Summary & Index 

market return estimate of 11.54 percent. 

The results ofmy CAPM analyses arc shown in Tables 5 and 6 below, and on pages I and 

2 of Schedule MRH-4, respectively. 

Table 5: Summary of CAPM Results -- Equal Weighted Beta Coefficients34 

3 Schedule MRH-5, page 3 (see also, Column [2] of pages I and 2 of Schedule MRH-5) 
'Schedule MRH-5, page I, 
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Q. WHAT IVIARKET RETURN D1D YOU APPLY IN THE CAPM ANALYSES?

I relied on an average market retum estimate of 14.77 which is the average of

the S&P 500 market return estimate of 18.01 percent and the Value Line Summary &1ndex

market retum estimate of 1 1.54 percent.

4. CAPM RESULTS

Q. WHAT ARE THE RESULTS OF YOUR CAPN1 ANALYSES?

The results ofmy CAPM analyses are shown in Tables 5 and 6 below, and on pages 1 and

2 of Schedule MRH-4, respectively.

Table 5: Summary of CAPM Results Equal Weighted Beta

CAPM ECAPM Average

Current Risk Free~Rate (4.65%)

Mean 10.75% 11.75% 11.25%

Median 10.58% 11.63% 11.10%

Projected Risk Free-Rate (4.60%)
Mean 10.72% 11.74% 11.23%

Median 10.55% 11.61% 11.08%

33 Schedule page 3 (Wk alm, Column [2] of pages I and 2 ofSchedu1e
N Schedule MR1-I-5. page 1.
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Table 6: Summary of CAPM Results -- Value Line Beta Coefficients35 

CAPM ECAPM Average 

Current Risk Free-Rate (4.66%) 
Mean 12.32% 12.93% 12.62% 
Median 12.25% 12.88% 12.56% 

Projected Risk Free-Rate (4.60%) 
Mean 12.30% 12.92% 12.61% 
Median 12.23% 12.87% 12.55% 

In applying the RPM, one must calculate an ERP, or ERPs, derived from debt and equity 

of corresponding risk. Those ERPs are then added to a representative bond yield to 

determine the RPM-based ROE. As such, in determining an RPM-based ROE, I relied on 

PLEASE SUMMARIZE YOUR APPLICATION OF THE RPM. 

risk. In other words, equity investors require an Equity Risk Premium (ERP") to invest 

in common stock relative to the return they would have otherwise earned by investing in a 

debt instrument of a company with comparable risk. 

are subordinate to debt holders and are last in line to any claims on a company's assets or 

earnings. As such, equity shareholders require a premium to compensate for that added 

for bearing greater risk). The RPM specifically reflects the fact that equity shareholders 

The RPM is based on the theory of risk and return (i.e., that investors require greater returns 

ultimately develop an RPM-based ROE. 

current and projected measures of debt, which are added to several ERP measures to 

C. RISK PREMIUM MODEL 

PLEASE DESCRIBE THE RPM. 2 Q. 

3 A. 
4 

5 

6 

7 

8 

9 

10 Q. 

11 A. 
12 

13 

14 

15 

35 Schedule MRH-5, page 2. 
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Table 6: Summary of CAPM Results Value Line Beta

CAPM ECAPM Average

Current Risk (4. 66%)

Mean 12.32% 12.93% 12.62%

Median I225"/u 12.88% 12.56%

Projected Risk F (4. 60%)

Mean 12.30% 12.92% l2.6l"/o

Median 12.23% l2.87% 12.55%

1 C. RISK PREMIUM MODEL

2 Q. PLEASE DESCRIBE THE RPM.

3 A. The RPM is based on the theory of risk and return (i.e., that investors require greater returns

4 for bearing greater risk). The RPM reflects the fact tl1at equity shareholders

5 are subordinate to debt holders and are last in line to any claims on a assets or

6 earnings. As such, equity shareholders require a premium to compensate for that added

7 risk. In other words, equity investors require an Equity Risk Premium to invest

8 in common stock relative to the return they would have otherwise earned by investing in a

9 debt instrument ofa company with comparable risk.

10 Q. PLEASE SUMMARIZE YOUR APPLICATION OF THE RPM.

l l A. In applying the RPM, one must calculate an ERP, or ERPs, derived from debt and equity

12 of corresponding risk. Those ERPS are then added to a representative bond yield to

13 determine the RPM-based ROE. As such, in determining an RPM-based ROE, I relied on

l4 current and projected measures of debt, which are added to several ERP measures to

15 ultimately develop an RPM-based ROE.

35 Schedule MRI-I-5, page 2.
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WHAT MEASURES OF DEBT WERE APPLIED IN YOUR RPM? 

In this case, I applied debt instruments based on: () a current, 30-day average yield on 

Moody's Ratings ("Moody's") utility bond yield that corresponds with the average proxy 

group credit rating; and (2) the corresponding projected Moody's utility bond yield, derived 

from Blue Chip's projections for the six quarters ending with the first-calendar quarter of 

2027, and for the periods 2027-2031 and 2032-2036. 

HOW DID YOU DETERMINE THE UTILITY PROXY GROUP'S CREDIT 

RATING? 

To capture the long-tenn credit ratings representative of the regulated operations of each 

Utility Proxy Group company, I reviewed the credit ratings from both S&P and Moody's 

for each of the operating subsidiaries to the extent available. As presented in Schedule 

MRH-5, page 4, the resulting Moody's and S&P long-term issuer ratings for the Utility 

Proxy Group are A3 and A-, respectively.36 

HOW HAVE YOU CALCULATED CURRENT AND PROJECTED MOODY'S 

BOND YIELDS APPLICABLE TO THE UTILITY PROXY GROUP? 

I began with current bond yields based on a30-day average Moody'sA2 utility bond yiekl 

(5.56 percent) and a 30-day average Moody's Baa2 utility bond yield (5.77 percent), as 

reported by Bloomberg, shown on Schedule MRH-5, page 3, Columns (2] and [4], 

respectively. Next, because the Utility Proxy Group's average Moody's long-tenn rating 

is A3 as noted above, it is necessary to adjust the A2 utility bond yield upward by one-third 

(0.07 percent) of the spread between the recent Moody's Baa2 utility bond yield and A2 

Schedule MRH-5, page 4. Reflects the average rating for the Utility Proxy Group based on numerically weighted 
ratings as shown on page 5 of Schedule MRH-5 
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Q. WHAT MEASURES OF DEBT WERE APPLIED IN YOUR RPM?

In this case, Iapplicd debt instruments based on: (I) a current, 30-day average yield on

Ratings utility bond yield that corresponds with the average proxy

group credit rating; and (2) the corresponding projected utility bond yield, derived

from Blue projections for the six quarters ending with the first-calendar quarter of

2027, and for the periods 2027-203] and 2032-2036.

Q. HOW DID YOU DETERMINE THE UTILITY PROXY CREDIT

RATING?

A. To capture the long-term credit ratings representative the regulated operations of each

Utility Proxy Group company, Ircvicwcd the credit ratings from both S&P and

for each of the operating subsidiaries to the extent available. As presented in Schedule

MRH-5, page 4. the resulting and S&P long-term issuer ratings for the Utility

Proxy Group are A3 and A-,

Q. HOW HAVE YOU CALCULATED CURRENT AND PROJECTED

BOND YIELDS APPLICABLE TO THE UTILITY PROXY GROUP?

A. I began with current bond yields based on a 30-day average A2 utility bond yield

(5.56 percent) and a 30-day a\ erage Baa2 utility bond yield (5.77 percent), as

reported by Bloomberg, shown on Schedule MRI-I-5, page 3, Columns [2] and [4],

respectively. Next, because the Utility Proxy average long-tenn rating

is A3 as noted above, it is necessary to adjust the A2 utility bond yield upward by one-third

(0.07 percent) of the spread between the recent Baa2 utility bond yield and A2

Schedule MRH-5, page 4 Reflects the average rating fortlie Utility Prnxy Group based on numerically weighted
ratings as shown on page 5 ufschcdulc MRH-5.
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utility bond yield (0.20 percent). This results in a current Moody's A3 utility bond yield 

of 5.63 percent (see Table 7 below).38 

Table 7: Derivation of Current Moody's A3 Utility Bond Yicld39 

Current Moody's A2 Utility Bond Yield 5.56% 
Adjustment to Reflect Current A3 Utility Bond Yield 0.07% 
Current Moody's A3 Utility Bond Yield 204 

Because I am not aware of any published projections for Moody's A3 utility bond 

yield, I began with a projection of Moody's Aaa corporate bond yields (5.18 percent)," as 

published by Blue Chip. I then calculated the spread between Moody's A2 utility and Aaa 

corporate bond yields (0.36 percent),' based on the 30-day average Moody's Aaa 

corporate bond yields (5.20 percent) and the 30-day average Moody's A2 utility bond 

yields (5.56 percent), as reported by Bloomberg and shown on Schedule MRH-5, page 3, 

Columns [l] and [2], respectively. I then applied the spread between Moody's A2 utility 

bond yields and Moody's Aaa corporate bond yields (0.36 percent) to the forecasted 

Moody's Aaa corporate bond yield (5. 18 percent),43 which resulted in a projected Moody's 

A2 utility bond yield of 5.54 percent.44 As above, it is necessary to adjust the projected 

Moody's A2 utility bond yield upwards by one-third of the recent spread between the 

Moody's Baa2 and A2 utility bond yields (0.07 percent), resulting in a projected Moody's 

A3 utility bond yields of 5.61 percent (see Table 8 below).'5 

7 Schedule MRH-5, page 3, Column [5] 
38 Schedule MRH-5, page 3, Column [8] ° Schedule MRH-5, page 3. 
Schedule MRH-5, page 3, Column [6] 

Schedule MRH-5, page 3, Column [3] 
Schedule MRH-5, page 3, Column [3] 
Schedule MRH-5, page 3, Column [6] 

+Schedule MRH-5, page 3, Column [7] 
+· Schedule MRH-5, page 3, Column [9] 
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utility bond yield (020 This results in a current A3 utility bond yield

of 5.63 percent (see Table 7 below).38

Table 7: Derivation of Current A3 Utility Bond

Current A2 Utility Bond Yield

Adjustment to Reflect Current A3 Utility Bond Yield

Current A3 Utility Bond Yield

5.56%

0.07%

5."/

Because lam not aware of any published projections for A3 utility bond

yield, I began with a projection Aaa corporate bond yields (5. l 8 as

published by Blue Chip. I then calculated the spread between A2 utility and Ada

corporate bond yields (0.36 based on the 30-day average Aaa

corporate bond yields (520 percent) and the 30-day average A2 utility bond

yields (5.56 percent), as reported by Bloomberg and shown on Schedule MRH-5, page 3,

Columns [1] and [2], respectively. I then applied the spread between A2 utility

bond yields and Aaa corporate bond yields (0.36 to the forecasted

Aaa corporate bond yield (5. 18 which resulted in a projected

A2 utility bond yield of 554 As above, it is necessary to adjust the projected

A2 utility bond yield upwards by one-third of the recent spread between the

Baa2 and A2 utility bond yields (0.07 percent), resulting in a projected

A3 utility bond yields of 5.6] percent (see Table 8

37 schedule MRH-5. page 3, Column [5].
3* schedule page 3. Column [8]
W schedule page 3.

4" schedule MRH-5, page 3, Column [5].
MRH-S, page 3, Column [3]

41 Schedule MRH-5, page 3, Column [3].
0 schedule MRI-L5, page 3, Column [6]
N schedule MRH-5, page 3,Cn1umn [7].
'5 Schedule MRI-I-5. page 3, Column [9].
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Table 8: Derivation of Projected Moody's A3 Utility Bond Yie1d46 

Utility Proxy 
Group 

Projected Moody's Aaa Corporate Bond Yield 5.18% 
Adjustment to Reflect Projected A2 Utility Bond 0.36% Yield 
Projected Moody's A2 Utility Bond Yield 5.54% 
Adjustment to Reflect Projected A3 Utility Bond 0.07% Yields 
Projected A3 Utility Bond Yield 5.61% 

2 

3 

Q. 

A. 

PLEASE SUMMARIZE THE UTILITY BOND YIELDS TIIA T YOU APPLIED IN 

YOUR RISK PREMIUM ANALYSIS. 

The Moody's utility bond yields I applied in my RPM are summarized in Table 9 below. 

Table 9: Current and Projected Moody's A3 Utility Bond Yields"7 

Current Moody's A3 Utility Bond Yields 2.62% 
Projected Moody's A3 Utility Bond Yields 5,61% 

4 Q. 

5 

6 A. 

7 

8 

9 

10 

HOW DID YOU CALCULATE THE EQUITY RISK PREMIUM APPLICABLE TO 

THE PROXY GROUP? 

Because the cost of capital is expectational in nature, I calculated three expectational 

measures of the ERP. The first two measures are based on the application of the DCF and 

CAPM to the S&P 500 Utilities index. The third measure estimates the ERP using 

previously authorized returns for natural gas distribution utilities from 1980 through 

November 2025. 

4 Schedule MRH-5, page 3. 
47 Schedule MRH-5, page 3. 
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Table 8: Derivation of Projected A3 Utility Bond

Utility Proxy

Group

Projected Aaa Corporate Bond Yield 5.18%

Adjustment to Reflect Projected A2 Utility Bond
036%

Yield j

Projected A2 Utility Bond Yield 5.54%

Adjustment to Reflect Projected A3 Utility Bond
007%

Yields

Projected A3 Utility Bond Yield 541%

Q. PLEASE SUM)/IARIZE THE UTILITY BOND YIELDS THAT YOU APPLIED IN

YOUR RISK PREIVIIUM ANALYSIS.

A. The utility bond yields I applied hi my RPM are summarized in Table 9 below.

Table 9: Current and Projected A3 Utility Bond Yields"

Current A3 Utility Bond Yields

Projected A3 Utility Bond Yields

5.63%

5.61%

Q. HOW DID YOU CALCULATICTHE EQUITY RISK PREMIUMAPPLICABLE TO

THE PROXY GROUP?

A. Because the cost of capital is cxpeetational in nature, I calculated three expeetational

measures of the ERP. The first two measures are based on the application of the DCF and

CAPM to the S&P 500 Utilities index. The third measure estimates the ERP using

previously authorized returns for natural gas distribution utilities from 1980 through

November 2025.

46 Schedule page 3

*7 Schedule page 3
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WHY DID YOU RELY ON THE S&P 500 UTILITIES INDEX IN CALCULATING 

TWO OF YOUR ERP MEASURES? 

The S&P 500 Utilities index is comprised of the companies within the S&P 500 which are 

classified as utilities. As such, in assessing the equity risk premium for utility equity over 

utility debt, one can capture a broad measure of the required equity risk premium through 

a broad-based utility index, such as the S&P 500 Utilities index. Because utility bond 

yields reflect a broad array of risks, it is practical to use a correspondingly broad set of 

companies to reflect the incremental common equity risks relative to the Moody's utility 

bond yields. As such, the use of the S&P 500 Utilities index is appropriate. 

HOW HAVE YOU APPLIED THE S&P 500 UTILITIES INDEX IN 

CALCULATING YOUR EQUITY RISK PREMIUM? 

I applied a market capitalization-weighted DCF and CAPM to the market data of each 

utility in the S&P 500 Utilities index. Although the S&P 500 Utilities index is comprised 

solely of utilities, to match its return an investor would necessarily have to allocate their 

funds in accordance with the specific market weights of the component utilities. 

HOW DID YOU APPLY THE DCF TO THE S&P 500 UTILITIES INDEX IN 

CALCULATING AN EXPECTED ERP? 

I derived an expected DCF return using the same approach applied in determining the 

expected market return in my CAPM analyses, using data from Bloomberg, Value Line, 

and S&P Capital IQ. The resulting DCF returns for the S&P 500 Utilities Index were 11.53 

+ Investors have the ability to purchases the Utilities Select Sector SPDRR Fund (NYSE: XLU) which seeks to 
provide an effective representation of the utilities sector of the S&P 500 Index, and although an investment in the 
XLU would achieve approximately the same outcome, an investor still would have to determine the required retumn 
for the XLU based on the market capitalization weighted estimates. 
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Q. WHY DID YOU RELY ON THE S&P 500 UTILITIES INDEX IN CALCULATING

TWO OF YOUR ERP MEASURES?

A. The S&P 500 Utilities index is comprised ofthc companies within the S&P 500 which are

classified as utilities. As such, in assessing the equity risk premium for utility equity over

utility debt, one can capture a broad measure of the required equity risk premium through

a broad-based utility index, such as the S&P 500 Utilities index. Because utility bond

yields reflect a broad array of risks, it is practical to use a correspondingly broad set of

companies to reflect the incremental common equity risks relative to the utility

bond yields. As such, the use of the S&P 500 Utilities index is appropriate.

Q. HOW HAVE YOU APPLIED THE S&P 500 UTILITIES INDEX IN

CALCULATING YOUR EQUITY RISK PREMIUM?

A. I applied a market capitalization-weighted DCF and CAPM to the market data of each

utility in the S&P 500 Utilities index. Although the S&P 500 Utilities index is comprised

solely of utilities, to match its return an investor would necessarily have to allocate their

funds in accordance with the specific market weights of the component

Q. HOW DID YOU APPLY TI-IE DCF TO THE S&P 500 UTILITIES INDEX IN

CALCULATING AN EXPECTED ERP?

A. l derived an expected DCF return using the same approach applied in detennining the

expected market retum in my CAPM analyses, using data from Bloornberg, Value Line,

and S&P CapitalIQ. The resulting DCFreturns for the S&P 500 Utilities Indexwere 11.53

Investors have the ability to purchases the Utilities Select Sector SPDRQQ Fund (NYSE: XLU) which seeks to

provide an effective representation of the utilities sector of the S&P 500 index, and although an investment in the

XLU would achieve approximately the same outcome, an investor still would have to determine the required retum

for rhe XLU based on the market capitalization weighted estimates.
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4 
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percent (Bloomberg), 12.20 percent (Value Line), and 1 l.79 percent (S&P Capital IQ), as 

shown on page 7 of Schedule MRH-5.49 The average of those three results is 11.84 percent. 

HOW DID YOU APPLY THE CAPM TO THE S&P 500 UTILITIES INDEX IN 

CALCULATING AN EXPECTED ERP? 

5 A. 

6 

7 

8 

9 

I0 

11 

12 

13 

14 

15 

16 

I calculated the CA PM-based return for the S&P 500 Utilities Index in the same manner as 

applied to the Utility Proxy Group, with the exception being that I derived a market 

capitalization-weighted Beta coefficient based on the S&P 500 Utilities Index companies. 

The S&P 500 Utilities index's average market capitalization-weighted Beta coefficient is 

0.71," based on Bloomberg (0.58) and Value Line (0.84). The indicated equity returns for 

the S&P 500 Utilities Index using the CA PM are 12.24 percent and 12.22 percent based on 

current and projected interest rates, respectively, as shown on Schedule MRH-5, page 8.51 

I also calculated a CA PM-based return for the S&P Utilities Index based solely on 

a market capitalization weighted Beta coefficients from Value Line (0.84).5 The CAPM 

indicated equity returns for the S&P Utilities Index using only Value Line Beta coefficients 

are 13.37 percent and 13.36 percent based on current and projected interest rates, 

respectively, as shown on Schedule MRH-5, page 9.53 

" Because the S&P 500 Utilities Index -derived DCF and CAPM reflect market capitalization weighted averages it is 
not practical to calculate a median result 
S0 Schedule MRH-5, page 8, Column [I] 
" Results are based on average of CAPM and ECAPM. 
9 Schedule MRH-5, page 9, Column [I]. 
8 The proceeding tables in this section contain the results based on both CAPM using an equal weighted Beta 
coefficient and Value Line Beta coefficient as labeled and applicable. 
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percent (Bloomberg), 12.20 percent (Value Line), and 11.79 percent (S&P Capital IQ), as

shown on page 7 ofsehedule MRH-5.49 The average ofthose three results is 11.84 percent.

Q. HOW DID YOU APPLY THE CAPM TO THE 500 UTILITIES INDEX IN

CALCULATING AN EXPECTED ERP?

A. I calculated the CAPM-based return for the S&P 500 Utilities Index in the same manner as

applied to the Utility Proxy Group, with the exception being that I derived a market

capitalization-weighted Beta coefficient based on the S&P 500 Utilities Index companies.

The S&P 500 Utilities average market capitalization-weighted Beta coefficient is

based on Bloomberg (0.58) and Value Line (0.84). The indicated equity returns for

the S&P 500 Utilities Index using the CAPM are 12.24 percent and 12.22 percent based on

current and projected interest rates, respectively. as shown on Schedule MRH-5, page

lalso calculated a CAPM-based return for the S&P Utilities Index based solely on

a market capitalization weighted Beta coefficients from Value Line (O.84).51 The CAPM

indicated equity retums for the S&P Utilities Indexusing only Value Line Beta coefficients

are 13.37 percent and 1336 percent based on current and projected interest rates,

respectively, as shown on Schedule MRH-5, page 9.53

Because Lhe siecr 500 utilities Index-derived Dcr and CAPM iellect inaikct Capitalization weighted nvciagcsit is

not practical to calculate a median result.
50 schedule MRH-5, page 8, Column [1].

Results are based on average ofCAPM and ECAPM.
52 schedule page 9, Column [I].
53 The proceeding tables in this section contain the results based on both CAPM using an equal weighted Beta

coemcient and Value Line Bela cuerricieiit as labeled and applicable.
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DID YOU APPLY THE MOODY'S UTILITY BOND YIELD APPLICABLE TO 

THE RATING OF THE S&P 500 UTILITIES INDEX IN CALCULATING THE 

RESPECTIVE ERPS? 

Yes, I did. As noted above, because the risk premium reflects the premium equity investors 

require over the return on debt of similar corresponding risk, it is appropriate to apply the 

market capitalization-weighted Moody's long-term credit rating for the S&P 500 Utilities 

Index (A3) in deriving both the DCF- and CAPM-derived ERPs based on the S&P 500 

Utilities Index. I described the determination of the current and projected Moody's A3 

utility bond yields earlier in my direct testimony. 

WHAT IS YOUR CONCLUSION OF THE ERPS APPLICABLE TO THE S&P 500 

UTILITIES INDEX? 

Applying the DCF and CAPM-based equity returns for the S&P 500 Utilities index and the 

corresponding Moody's A3 utility bond yields, I derived the following ERP estimates as 

shown in Table 10, below: 

Table 10: Summary of DCF and CAPM-Derived Equity Risk Premium for the S&P 
500 Utilities Indcx54 

Equal Weighted Beta Value Line Beta 
Coefficients Coefficients 

Current Projected Current Projected 
Yields Yields Yields Yields 

Average DCF-Derived S&P 500 Utilities Index Return 11.84% 11.84% 11.84% 11.84% 
Moody's A3 Utility Bond Yield 5.63% 5.61% 5.63% 5.61% 
Equity Risk Premium 6.21% 6.2% 6.21% 6.23% 

CA PM-Derived S&P 500 Utilities Index Return 12.24% 12.22% 13.37% 13.36% 
Moody's A3 Utility Bond Yield 5.63% 5.61% 5.63% 5.61% 
Equity Risk Premium 6.61% 6.61% 7.74% 1.75% 

·+ Schedule MRH-5, page 7 (DCF), page 8 (equal weighted Beta coefficient CAPM), and page 9 (Value Line Beta 
coefficient CAPM). 
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Q. DID YOU APPLY THE UTILITY BOND YIELD APPLICABLE TO

THE RATING OF THE S&P 500 UTILITIES INDEX IN CALCULATING THE

RESPECTIVE ERPS?

A. Yes. I did. Asnoted above, because the risk premium reileets thepremium equity investors

require over the return on debt of similar correspond ing risk, it is appropriate to apply the

market capitalization-weighted long-terrn credit rating for the S&P 500 Utilities

Index (A3) in deriving both the DCI-1 and CAPM-derived ERPS based on the S&P 500

Utilities Index. I described the determination of the current and projected A3

utility bond yields earlier in my direct testimony.

Q. WHAT IS YOUR CONCLUSION OF THE ERPS APPLICA BLE TO THE S&P 500

UTILITIES INDEX ?

A. Applying the DCF and CAPM-based equity returns for the S&P 500 Utilities index and the

corresponding A3 utility bond yields, I derived the following ERP estimates as

shown in Table 10, below:

Table 10: Summary of DCF and CAPM-Derived Equity Risk Premium for the S&P

500 Utilities

Equal Weighted Beta Value Line Beta

Coefficients

Current Projected Current Projected
Yields Yields Yields Yields

Average DCF-Derived S&P 500 Utilities Index Return 11.84% 11.84% 11.84% 11.84%

A3 Utility Bond Yield

Equity Risk Premium 31% 6_.2_3_"_/g R gi%

CAPM-Derived S&P 500 Utilities Index Return 12.24% 12.22% 13.37% 13.36%

A3 Utility Bond Yield 5.63% 5.61% 5.63% 5.61%

Equity Risk Premium LIV: @l_% R M222

54 Schedule .\1RH~5, page 7 (Der). page 8 (equal weighted Beta CAPM), and page 9 (write Line Reta

CAPM)
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Averaging the ERPs based on current and projected yields ultimately results in ERPs 

applicable to the S&P 500 Utilities index, when applying equal weighted Beta coefficients, 

of 6.41 percent and 6.42 percent, respectively, and 6.97 percent and 6.99 percent, 

respectively, when applying only Value Line Beta Coefficients, as shown in Table 11, 

below.55 

Table 11: S&P 500 Utilities Index-Derived Equity Risk Premium" 

Equal Weighted Value Line Beta 
Beta Coefficients Coefficients 

Current Projecte Current Projected 
Yields d Yields Yields Yields 

DCF-Derived S&P 500 Utilities Index Equity 6.21% 6.23% 6.21% 6.23% Risk Premium 
CA PM-Derived S&P 500 Utilities Index Equity 

6.61% 6.61% 7.74% 7.75% Risk Premium 
Average 6.41% 6.42% 6.97% 6.99% 

PLEASE DISCUSS THE USE OF AUTHORIZED RETURNS FOR NATURAL GAS 

DISTRIBUTION UTILITIES IN CALCULATING AN ERP. 

Using previously authorized returns is an appropriate and important measure available to 

investors, as previously authorized returns reflect the market conditions and forward­ 

looking investor required returns at the time those returns were authorized. The relationship 

between authorized retum ERPs and utility bond yields therefore reflects the relationship 

between forward-looking ERPs and the corresponding interest rates over time. Applying 

that relationship to current and projected utility bond yields produces forward-looking ERP 

measures. The relationship between forward-looking ERP data and interest rates is both 

statistically significant and inverse (i.e., as interest rates increase, the ERP decreases, and 

•• Schedule MRH-5, page 6 
·6 Schedule MRH-5, page 6. 
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Averaging the ERPS based on current and projected yields ultimately results in ERPS

applicable to the S&P 500 Utilities index, when applying equal weighted Beta coefficients,

of 6.4] percent and 6.42 percent, respectively, and 6.97 percent and 6.99 percent,

respectively, when applying only Value Line Beta Coefficients, as shown in Table 11,

Table II: S&P 500 Utilities Equity Risk

Equal Weighted Value Line Beta

Beta

Current Projecte Current Projected
Yields d Yields Yields Yields

S&P 500 Utilities Index Equity
6.21% 623% 6.21% 623%Risk Premium

CAPM-Derived S&P 500 Utilities Index Equity
661% 661% 7-74% 775%

Risk Premium j ?

Average 6. "/0 6.42% 6.97% 6.99%

Q. PLEASE DISCUSS THE USE OF AUTHORIZED RETURNS FOR NATURALGAS

DISTRIBUTION UTILITIES IN CALCULATING AN ERP.

A. Using previously authorized returns is an appropriate and irnportant measure available to

investors, as previously authorized returns reflect the market conditions and forward-

looking investor required returns atthc time those returns were authorized. The relationship

between authorized retum ERPs and utility bond yields therefore the relationship

between forward-looking ERPs and the corresponding interest rates over time. Applying

that relationship to current and projected utility bond yields produces forward -looking ERP

measures. The relationship between forward-looking ERP data and interest rates is both

statistically significant and inverse (i.e., as interest rates increase, the ERP decreases, and

55 Schedule MRI-I-5. page 5

56 Schedule page 5.
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Page 10 of Schedule MRH-5 presents the results of a regression analysis of 1,368 

PLEASE EXPLAIN YOUR CALCULATION OF THE EQUITY RISK PREMIUM 

BASED ON PREVIOUSLY AUTHORIZED RETURNS FOR NATURAL GAS 

DISTRIBUTION UTILITIES. 

and 5.54 percent, and 5.81 percent and 5.83 percent, as applicable to current and projected 

As shown in Table 12, below, my analyses produce average ERP estimates of 5.53 percent 

PLEASE SUMMARIZE THE ERP ESTIMATES YOU APPLY IN THE RPM. 

projected Moody's A3 utility bond yields described above. The current and projected 

Moody's A3 utility bond yields of 5.63 percent and 5.61 percent, respectively, produce 

ERP estimates of 4.65 percent and 4.66 percent, respectively. 

variable, I performed a linear regression to estimate the ERP applicable to the current and 

authorized returns for natural gas distribution utilities from 1980 through November 2025. 

Subtracting the available monthly Moody's A3 utility bond yield" as of the date of the 

order from tbe authorized ROE, I was able to detennine the applicable ERP. Using ERPs 

as the dependent variable and the Moody's A3 utility bond yields as the independent 

vice versa), which is consistent with the well-documented financial literature on the 

subject.57 2 

3 Q. 

4 

5 

6 A. 

7 

8 

9 

10 

11 

12 

13 

14 

15 Q. 

16 A. 

17 

$7 See, e.g., Roben S. Harris and Felicia C. Marston, Estimating Shareholder Risk Premia Using Analysts 'Growth 
Forecasts, Financial Managcmcnt, Summer 1992,at 63-70; Eugene F. Brigham, Dilip K. Shome, and Steve R. Vinson, 
The Risk Premium Approach to Measuring a Utility sCost of Equity,Financial Management. Spring 1985,at 3345; 
and Farris M. Maddox, Donna T. Pippert, and Rodney N. Sullivan, An Empirical Study of Ex Ante Risk Premiums for 
the Electric Utility hdustry, Financial Management, Autumn 1995, at 89-95. 
88 Calculated as the Moody's A2 utility bond yield plus one-third the spread of the Moody's Baa2/A2 utility bond 
yields as of the date of the order. Reflects the monthly Moody's A3 utility bond yield available on the date of the 
order. Prior to approximately the year 2000, Moody'sutility bond yields were only available on a monthly basis, and 
in order to maintain consistency throughout the analysis, I have applied monthly yields for the period subsequent to 
the year 2000 as well. The use of Moody 's A3 utility bond yields is consistent with the long-term Moody's rating of 
the Utility Proxy Group. 
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vice versa), which is consistent with the well-documented financial literature on the

Q. PLEASE EXPLAIN YOUR CALCULATION OF THE EQUITY RISK PREMIUM

BASED ON PREVIOUSLY AUTHORIZED RETURNS FOR NATURAL GAS

DISTRIBUTION UTILITIES.

A. Page 10 of Schedule MRI-l-5 presents the results of a regression analysis of 1.368

authorized returns for natural gas distribution utilities from 1980 through November 2025.

Subtracting the available monthly A3 utility bond as of the date of the

order from the authorized ROE, I was able to determine the applicable ERP. Using ERPS

as the dependent variable and the A3 utility bond yields as the independent

variable, I performed a linear regression to estimate the ERP applicable to the current and

projected A3 utility bond yields described above. The current and projected

A3 utility bond yields of 5.63 percent and 5.61 percent, respectively, produce

ERP estimates of4.65 percent and 4.66 percent, respectively.

Q. PLEASE SUMNIARIZE THE ERP ESTIDIATES YOU APPLY IN THE RPM.

As shown in Table 12, below, my analyses produce average ERP estimates ot'5.53 percent

and 5.54 percent, and 5.81 percent and 5.83 percent, as applicable to eutretit and projected

57 See, 2. Robert S. lllims and Felicia C. Marston, Estilmzriltg Shareholder Rirk Premiu Uvmg

Furectimrinniieinl Management, Summer Eugene F. langluiin, Dilip K shame, and Steve R. Vinsoii,

The Ru-Ii ll) ll/fEH.\'llVII1gll Utility 'i- Cost 0/ Equity, Financial Management, spring l935,a[ 3345;

and Farris M Maddox. DonnaT Pippen. and Rodney N. Sullivan, Art Ante Risk Pmmiimn far
the Electric Uflliljl Imiiiistt-y, Financial Manageineiit, Autumn 1995, at 89-95.

58 Calculated as the A2 utility bond yield plus one-third the spread Ofllle B:iaZlA2 utility bond

yields as of the date ofthe order. the monthly Moody's A3 utility bond yield available on the date ofthe

order l>ntii to approxlmutcly 2000, utility bondyleldswere only available on ii monthly basis, and

in order to maintain consistency throughout the an2ilysls,l have applied monthly yields for the period subsequent to

the year 2000 as well. The use of Moody's A3 utility bond yields is consistent with the long-temi Moody's rating or

the Utility Proxy cvniup.
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Moody's A3 utility bond yields, respectively (results based on equal weighted Beta 

2 

3 

4 Q. 

5 A. 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

coefficients and Value Line Beta coefficients, respectively). 

Table 12: Summary of Equity Risk Premium Estimates" 

Equal Weighted Beta Value Line Beta 
Coefficients Coefficients 

Current Projected Current Projected 

Moody's Moody's Moody's Moody's 
A3 A3 Al Utility A3 Utility Utility Utility Yields Yields Yields Yields 

S&P 500 Utilities Index 6.41% 6.42% 6.97% 6.99% 
Regression Analysis of Authorized 4.65% 4.66% 4.65% 4.66% 
ROEs 
Average < <420/ 5 54% 591 < 920, 

WHAT ARE THE RESULTS OF YOUR RISK PREMIUM MODEL? 

The results of my RPM can be found on Schedule MRH-5, page I. When the average 

ERPs of 5.53 percent and 5.54 percent based in part on equal weighted Beta coefficients 

are added to their respective current and projected A3 utility bond yields of5.63 percent 

and 5.61 percent, it produces RPM-derived ROEs of 11.16 percent and I 1.15 percent, 

respectively. A vcraging those estimates results in an average RPM ROE estimate of I 1.15 

percent. 

Similarly, when the average ERPs of 5.81 percent and 5.83 percent based in part 

on Value Line Beta coefficients are added to their respective current and projected Baal 

utility bond yields of 5.63 percent and 5.61 percent, it produces RPM-derived ROEs of 

11.44 percent and 11.43 percent, respectively. Averaging those estimates results in an 

average RPM ROE estimate of 11.44 percent. 

59 Schedule MRH-5, page 2. 
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A3 utility bond yields, respectively (results based on equal weighted Beta

coefficients and Value Line Beta coefficients, respectively).

Table 12: Summary of Equity Risk Premium

Equal Weighted Bela I/Ezlue Line Beta

Coefficients

Current Projected biuggnf 1;/Eojegtfd
CA3}!

S

0:33]
5

A3 Utility A3 Utility
mm Um

Yields Yields
.

Yields Yields

S&P 500 Utilities Index 6.41% 6.42% 6.97% 6.99%

Regression Analysis ofAuthorized 4.65% 4.66% 4.65% 4.66%
ROES

Average 5.53% 5 54% 5.81% 5.83%

Q. WHAT ARE THE RESULTS OF YOUR RISK PREMIUM MODEL?

The results of my RPM can be found on Schedule MR1-1-5, page I. When the average

ERPS of 5.53 percent and 5.54 percent based in part on equal weighted Beta coefficiens

are added to their respective current and projected A3 utility bond yields of 5.63 percent

and 5.61 percent, it produces RPM-derived ROI-Is of 11.16 percent and 11.15 percent,

respeetix ely. Averaging those estimates results in an average RPM ROE estimate of l l .15

percent.

Similarly, when the average BRPS of 5.81 percent and 5.83 percent based in part

on Value Line Beta coefficients are added to their respective current and projected Baal

utility bond yields of 5.63 percent and 5.61 percent, it produces RPM-derived ROES of

11.44 percent and ll.43 percent, respectively. Averaging these estimates results in an

average RPM ROE estimate of 11.44 percent.

Schedule MRH-5, page 2.

Petition ofAtmos Energy
Pre-Filed Testimony of Matthew Howard

LPSC Docket U-XXXXX



Page 42 0f 49 

Table 13: Summary of Equity Risk Premium Results 

Equal Weighted Beta Value Line Beta 
Coefficients Coefficients 

Current Projected Current Projected 
Moody's Moody's Moody's 

A3 Utility Moody's A3 A3 Utility A3 Utility 
Yield Utility Yield Yield Yield 

Average Equity Risk Premium 5.53% 5.54% 5.81% 5.83% 
Utility Bond Yield 5.63% 5.61% 5.63% 5.61% 
Return on Equity 11.14% 11.15% 11.44% 11.43% 
Risk Premium Derived Return on LL5l ILA44 
Equity 

2 D. SUMMARY OF THE COST OF COMMON EQUITY RESULTS APPLICABLE TO 

3 THE UTILITY PROXY GROUP 

4 Q 

5 

6 A. 

PLEASE SUMMARIZE THE RES UL TS OF YOUR COST OF COMMON EQUITY 

MODELS AS APPLIED TO THE UTILITY PROXY GROUP. 

As shown in Table 14 below, applying the multiple cost of common equity models to the 

7 market data of the Utility Proxy Group results in an indicated ROE range of 10.45 percent 

8 toll.45 percent. 

60 schedule MRH-5, page I 
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Table 13: Summary of Equity Risk Premium

Equity

Equal Weighted Beta Value Line Beta

Coefficients Coefficients

Current
Projected

Current Projected

MOOdy,S A3
A3 Utility Utility Yield

A3 Utility A3 Utility
Yield Yield Yield

Average Equity Risk Premium 5.53% 5.54% 5,81% 5.83%

Utility Bond Yield 5.63% 5.61% 5.63% 5.61%

Return on Equity 11.14% 11.15% 11.44% 11.43%

Risk Premium Derived Return on 11.15% 1 l .44%

D. SUMMARY OF THE COST OF COMMON EQUITY RESULTS APPLICABLE TO

THE UTILITY PROXY GROUP

Q. PLEASE SUMMARIZE THE RESULTS OF YOUR COST OF COMMON EQUITY

MODELS AS APPLIED TO THE UTILITY PROXY GROUP.

A. As shown in Table 14 below, applying the multiple cost ofcommon equity models to the

market dataofthe Utility Proxy Group results in an indicated ROE range of 10.45 percent

to 11.45 percent.

60 Schedule MRH-S, page 1.
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Table 14: Summary of ROE Results Applicable to the Utility Proxy Group 

Equal Weighted Value Line 
Beta Coefficients Beta Coefficients 

Constant Growth Discounted 
Cash 10.46% 10.54% 10.46% 10.54% 

Flow? 
Capital Asset Pricing Model 11.18% 11 16% 12.59% 12.58% 

Risk Premium Model 11.15% 11.44% 

Indicated Range Prior to the 
Application of Company- 10.45%- 11.45% Specific 
Adjustments 

As noted above, the Utility Proxy Group does not fully reflect the risks of Atmos 

2 

3 

4 

5 

6 

costs. 

VII. ADDITIONAL RISK FACTORS AND ADJUSTMENTS 

Energy. Therefore, it is necessary to conduct a relative risk analysis between Atmos 

Energy and the Utility Proxy Group to determine whether additional adjustments need to 

be made to determine the Company's indicated ROE. One must also account for flotation 

7 A. SIZE PREMIUM 

8 

9 

Q. PLEASE EXPLAIN THE BASIS FOR ADJUSTING AN INDICATED ROE BASED 

ON SIZE OF THE UTILITY. 

10 A. 

11 

12 

13 

14 

Size affects business risk. Because smaller companies are less able to hand le fluctuations 

in revenues, expenses, and capital outlays than larger companies, significant events or 

unexpected capital needs could have more serious consequences for smaller companies 

compared to larger, more diverse companies. For example, a smaller company that loses 

several large customers, or requires significant expenditures, ultimately has fewer options 

6! Schedule MRH. 
Mean and median results, respectively. 

63 Average of mean and median results based on current and projected interest rates, respectively. 
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Table 14: Summary of ROE Results Applicable to the Utility Proxy

Equal Weighted Value Line

Beta Beta

Constant Growt.h Discounted

Cash 10.46% 10.54% 10.46% 10.54%

Capital Asset Pricing 11.18% 11.16% 12.59% 12.53%

Risk Premium Model ll.l5% 1 1.44%

Indicated Range Prior to the

11.45%

Adjustments

As noted above, the Utility Proxy Group does not fully reflect the risks ofAtmos

Energy. Therefore, it is necessary to conduct a relative risk analysis between Atmos

Energy and the Utility Proxy Group to determine whether additional adjustments need to

be made to determine the indicated ROE. One must also account for

costs.

VII.

A. SIZE PREMIUM

ADDITIONAL RISK FACTORS AND ADJUSTMEN

Q. PLEASE EXPLAIN THE BASIS FOR ADJUSTING AN INDICATED ROE BASED

ON SIZE OF THE UTILITY.

A. Size affects business risk. Because smaller companies are less able to handle fluctuations

in revenues, expenses, and capital outlays than larger companies, significant events or

unexpected capital needs could have more serious consequences for smaller companies

compared to larger, more diverse companies. For example, a smaller company that loses

several large customers, or requires significant expenditures, ultimately has fewer options

Schedule MRHVI.
(-1 Mean and median respectively.
*3

Average of mean and median results based on current and projected interest rates, respectively.
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to generate returns on its investments compared to a larger company with a broad and 

diverse customer base. As such, investors in smaller companies require an increased return 

to compensate for this additional risk. 

That size is an additional risk factor has also been well documented in financial 

literature. For example, Kroll notes: 

The size effect is based on the empirical observation that companies of 
smaller size are associated with greater risk and, therefore, have greater cost 
of capital. The "size" of a company is one of the most important risk 
elements to consider when devcloping cost of equity capital estimates for 
use in valuing a business simply because size has been shown to be a 
predictor of equity returns. In other words, there is a significant (negative) 
relationship between size and historical equity returns - as size decreases, 
returns tend to increase, and vice versa." 

Despite many criticism of the size effect, it continues to be observed in data 
sources. 

For example, Eugene Brigham states: 

A number of researchers have observed that portfolios of small-firms (sic) 
have earned consistently higher average returns than those of large-firm 
stocks; this is called the "small-firm effect." On the surface, it would seem 
to be advantageous to the small firms to provide average returns in a stock 
market that are higher than those of larger firms. In reality, it is bad news 
for the small firm; what the small-firm effect means is that the capital 
market demands higher returns on stocks of small firms than on otherwise 
similar stocks of the large firms." 

It is clear from the above that the market requires additional compensation for 

investing in smaller firms. Therefore, Atmos Energy's size relative to the Utility Proxy 

Group should be considered in determining the Company's ROE. 

'Kroll, Cost of Capita] Naigator:US Cost ofCapital Module, Size as a Predictor of Retums, at I (emphasis in 
original). 
6S Eugene E Brigham, Fundamental of Financial Management, Fifth Edition (The Dryden Press, 1989), at 623 
(emphasis added). 
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to generate returns on its investments compared to a larger company with a broad and

diverse customer base. As such, investors in smaller companies require an increased return

to compensate for this additional risk.

That size is an additional risk factor has also been well documented in financial

literature. For example, Kroll notes:

The size effect is based on the empirical observation that companies of

smaller size are associated with greater risk and. therefore. have greater cost

of capital. The of a company is one of the most important risk

elements to consider when developing cost of equity capital estimates for

use in valuing a business simply because size has been shown to be a

predictor of equity returns. In other words, there is a (negative)
relatioiiship between size and historical equity returns - as size decreases,
retums tend to increase, and Vice

>i=>i<>i<

Despite many criticism ofthe size effect, it continues to he observed in data

For example, Eugene Brigham states:

A number of researchers have that portfolios ofsinall-t'irms (sic)
have earned consistently higher average retunis than those of

stocks; this is called the On the surface, itwould seem

to be advarimgeous to the small to provide average retiims in a stock

market that are higher than those of larger tirms. In reality. it is bad news

for the small firm; what the effect means is that the capital
market demands higher returns on stocks of small firms than on otherwise

similar stocks of the large |'iiTns."5

It is clear from the above that the market requires additional compensation for

investing in smaller firms. Therefore, Atmos size relative to the Utility Proxy

Group should be considered in determining the ROE.

Kroll, Cost ofCapita| Navigator: U S. Cost ofCa)'_iital Module, Size as a Predictor of Returns, ail (emphasis in

original).

Eugene F Brigham, Fundamentals of Financial Management, Fifth Edition (The Dryden 1989), at 623

(emphasis
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HOW DID YOU CALCULATE THE ESTIMATED MARKET CA PIT ALIZA TION 

FOR ATMOS ENERGY? 

Because Atmos Energy is not a separately traded entity (as opposed to Atmos Energy 

Corporation), it is necessary to estimate an implied stand -alone market capitalization for 

the Company. To do so, I applied the median market-to-book (MI'B") ratio for the Utility 

Proxy Group of 1.94 to Atmos Energy's Louisiana operation's implied common equity of 

$784.6 million." Applying the Utility Proxy Group M/B ratio to that amount results in an 

implied market capitalization of $1.524 billion.67 

WHAT IS THE APPLICABLE SIZE PREMIUM FOR ATMOS ENERGY? 

In its Cost of Capital Navigator, Kroll calculates the size premium for deciles of market 

capitalizations relative to the S&P 500. As shown on Schedule MRH-6, as of December 

1, 2025, the median market capitalization of the Utility Proxy Group is approximately 

$4.919 billion, which corresponds to the 5" decile, or a size premium of0.74 percent, based 

on Kroll's market capitalization data. The implied market capitalization for Atmos 

Energy as noted earlier is approximately $1.524 billion, which falls within the 7 decile 

and corresponds to a size premium of 1.19 percent. The difference between those size 

premiums is 0.45 percent (1.I9 percent -0.74 percent). 

Schedule MRH.6; calculated as Atmos Energy's rate base multiplied by Atmos Energy's common equity ratio. 
7 Schedule MRH-6 
68 Schedule MRH-6. 
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Q. HOW DID YOU CALCULATE THE ESTIMATED MARKET CAPITALIZATION

FOR ATMOS ENERGY?

A. Because Atmos Energy is not a separately traded entity (as opposed to Atmos Energy

Corporation), it is necessary to estimate an implied stand-alone market capitalization for

the Company. To do so, I applied the median market-to-book ratio for the Utility

Proxy Group of I94 to Atmos Louisiana implied common equity of

$784.6 Applying the Utility Proxy Group M/B ratio to that amount results in an

implied market capitalization of$l.524

WHAT IS THE APPLICABLE SIZE PREMIUM FOR ATMOS ENERGY?

In its Cost Kroll calculates the size premium for deciles of market

capitalizations relative to the S&P 500. As shown on Schedule MRH-6, as of December

l, 2025, the median market capitalization of the Utility Proxy Group is approximately

$4.919 billion, which corresponds to the decile, or a size premium of0.74 percent, based

on market capitalization The implied market capitalization for Atmos

Energy as noted earlier is approximately $1.524 billion, which falls withi.n the decile

and corresponds to a size premium of l.l9 percent. The difference between those size

premiums is 0.45 percent (1.19 percent 0.74 percent).

Schedule MR}-I-6; calculated as Almcls rate base multiplied by Atmos Energy's common equity ratio.
W Schedule MRH-6

Schedule MRI-{>6
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HA VE YOU APPLIED A SIZE PREMIUM OF 0.45 PERCENT IN YOUR 

RECOMMENDATION? 

No. As noted above, I conservatively applied a size premium of 0.05 percent when 

4 estimating the Company's cost of equity, which accounts for Almos Energy's smaller size 

5 relative to the Utility Proxy Group. 

6 B. CREDIT RISK 

7 0 

8 A. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

PLEASE SUMMARIZE YOUR CREDIT RISK ADJUSTMENT. 

Atmos Energy Corporation's long-term credit ratings are A2 and A- from Moody's and 

S&P, respectively, which are less risky overall than the average long-term ratings for the 

Utility Proxy Group of A3 and A-, respectively." Athough long-term ratings do not 

directly translate to common equity risks, the indicated business and financial nsks based 

on the credit ratings reflect a lesser degree of general risk facing Atmos Energy 

Corporation, relative to the Utility Proxy Group. As such, I adjusted the Utility Proxy 

Group's indicated ROE downward to reflect this lower degree of risk. 

In deriving the appropriate credit risk adjustment, I relied on Moody's A2 and Baa2 

utility bond yields as I am not aware of any published Moody's A3 utility bond yields. 

The necessary downward adjustment for an A2 rating relative to an A3 rating is one-third 

of the spread between the 30-day average Moody's A2 utility bond yields and the 30-day 

average Moody's Baa2 utility bond yields (0.20 percent)," resulting in a 0.07 percent' 

downward adjustment. 

Source of Information: S&P Capital IQ. 
70 Schedule MRH-5, page 3, column [5] 
710.07%= 1/30.20%. 
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Q. HAVE YOU APPLIED A SIZE PREMIUM OF 0.45 PERCENT IN YOUR

RECOMMENDATION?

A. No. As noted above, I conservatively applied a size premium of 0.05 percent when

estimating cost of equity, which accounts forAtmos smaller size

relative to the Utility Proxy Group.

B. CREDIT RISK

Q. PLEASE SUMMARIZE YOUR CREDIT RISK ADJUSTMENT.

A. Atmos Energy Corporations long-term credit ratings are A2 and A- from and

S&P, respectively, which are less risky overall than the average ratings for the

Utility Proxy Group of A3 and A-, Although long-tenn ratings do not

directly translate to common equity risks, the indicated business and financial risks based

on the credit ratings reflect a lesser degree of general risk facing Atmos Energy

Corporation, relative to the Utility Proxy Group. As such, I adjusted the Utility Proxy

indicated ROE downward to reflect this lower degree of risk.

In deriving the appropriate credit risk adjustment,I relied on A2 and Baa2

utility bond yields as I a.m not aware of any published A3 utility bond yields.

The necessary downward for an A2 rating relative to a11 A3 rating is one-third

of the spread between the 30-day average A2 utility bond yields and the 30-day

average Baa2 utility bond yields (0.20 percent),7" resulting in a 0.07

downward adjustment.

Source ofInt'ormation* sap Czipltal IQ.
7" Schedule MRI-I-5, page 3, column [5].

0 07% =1/3 * 0.20%.
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The costs of issuing these securities are just as real as operating and 
maintenance expenses or costs incurred to build utility plants, and fair 
regulatory treatment must permit recovery of these costs .... 

The simple fact of the matter is that common equity capital is not 
free....[Flotation costs] must be recovered through a rate of return 
adjustment. 72 
In other words, if a company issues stock at SL.00 with 5.00 percent in flotation 

costs, it nets $0.95 in investment. Assuming the investor in that stock requires a I0 percent 

utility rate base. Morin notes: 

incurred for legal, accounting, printing fees and the like. For each dollar of issuing market 

price, a small percentage is expensed and is permanently unavailable for investment in 

for. When any company, including a utility, issues common stock, flotation costs are 

Flotation costs are a pennanent loss of investment to the utility and should be accounted 

WHY rs IT IMPORTANT TO ACCOUNT FOR FLOTATION COSTS IN THE 

AUTHORIZED RETURN? 

ultimately receives less than one full dollar. 

every dollar a company raises through the issuance of debt or common stock, the company 

on the stock due to the increased supply of shares). Flotation costs reflect the fact that for 

Flotation costs are the costs associated with the sale of new issuances of common stock. 

Flotation costs include the underwriting finn's compensation for distributing the shares, 

direct fees such as filing and legal expenses, and market pressure (i.e., downward pressure 

C. FLOTATON COST ADJUSTMENT 

WHAT ARE FLOTATION COSTS? 2 0. 

3 A. 
4 

5 

6 

7 

8 
9 Q. 

10 

11 A. 

12 

13 

14 

15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25 

7 Morin, at 329. 
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C. FLOTATON COST ADJUSTMENT

Q. WHAT ARE FLOTATION COSTS?

A. Flotation costs are the costs associated with the sale of new issuances of common stock.

Flotation costs include the underwriting compensation for distributing the shares,

direct fees such as filing and legal expenses, and market pressure (i.e., downward pressure

on the stock due to the increased supply of shares). Flotation costs reflect the fact that for

every dollar a company raises through the issuance ofdcht or common stock, the company

ultimately receives less than one full dollar.

Q. WHY IS IT IMPORTANT TO ACCOUNT FOR FLOTATION COSTS IN THE

AUTHORIZED RETURN?

A. Flotation costs are a permanent loss of investment to the utility and should be accounted

for. When any company, including a utility, issues common stock, costs are

incurred for legal, accounting, printing fees and the like. For each dollar of issuing market

price, a small percentage is expensed and is permanently unavailable for investment in

utility rate base. Morin notes:

The costs of issuing these securities are just as real as operating and

maintenance expenses or costs incurred to build utility plants, and fair

regulatory treatment must permit recovery of these costs.

The simple fact of the matter is that common equity capital is not

free....[Flotation costs] must be recovered through a rate of return

adjustment.72
In other words, if a company issues stock at $1.00 with 5.00 percent in

costs, it nets $0.95 in investment. Assuming the investor in that stock requires a 10 percent

72 Morin. at
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return on his or her invested $1.00 (i.e., a return of $0.10), the company needs to earn 

approximately 10.50 percent on its invested $0.95 to receive a $0.10 return. 

CAN FLOTATION COSTS BE DIRECTLY EXPENSED OR AMORTIZED LIKE 

DEBT ISSUANCE EXPENSES? 

While it may be possible to directly expense flotation costs for common equity when they 

occur, this unfairly burdens current customers as the benefits gained from raising capital 

extend indefinitely. Similarly, because the capital raised through an equity issuance has 

no predetermined maturity, it is not possible to amortize those expenses. 

HOW DID YOU CALCULATE THE FLOTATION COST ADJUSTMENT? 

I modified the DCF calculation to provide a dividend yield that would reimburse investors 

for issuance costs in accordance with the method cited in literature by Brigham and Daves, 

as well as by Morin. The flotation cost adjustment recognizes the actual costs of issuing 

equity that were incurred by Atmos Energy Corporation in issuances since 2016. Based 

on the issuance costs shown on page I of Schedule MRH-7, an adjustment of 0.04 percent 

to the indicated return for the Utility Proxy Group is required to reflect the flotation costs 

applicable to Atmos Energy. 

WHAT IS THE INDICATED RANGE OF ROES APPLICABLE TO ATMOS 

ENERGY AFTER YOUR COMPANY-SPECIFIC ADJUSTMENTS? 

After considering the 0.05 percent size premium, the negative 0.07 percent credit risk 

adjustment, and the 0.04 percent flotation cost adjustment, the indicated ROE range 

applicable to Atmos Energy ranges from I 0.45 percent to 11.45 percent. 
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return on his or her invested $1.00 (i.e., a return of $0.10), the company needs to earn

approximately 10.50 percent on its invested $0.95 to receive a $0.10 return.

Q. CAN FLOTATION COSTS BE DIRECTLY EXPENSED OR AMORTIZED LIKE

DEBT ISSUANCE EXPENSES?

A. While it may be possible to directly expense costs for common equity when they

occur, this unfairly burdens current customers as the benefits gained from raising capital

extend indefinitely. Similarly, because the capital raised through an equity issuance has

no predetermined maturity, it is not possible to amortize those expenses.

Q. HOW DID YOU CALCULATE THE FLOTATION COST ADJUSTMENT?

A. Imodified the DCF calculation to providea dividend yield that would reimburse investors

for issuance costs in accordance with the method cited in literature by Brigham and Daves

as well as by Morin. The cost adjustment recognizes the actual costs of issuing

equity that were incurred by Atmos Energy Corporation in issuances since 2016. Based

on the issuance costs shown on page 1 of Schedule MR1-1-7, an adjustment of0.04 percent

to the indicated return for the Utility Proxy Group is required to reflect the flotation costs

applicable to Atmos Energy.

Q. WHAT IS THE INDICATED RANGE OF ROES APPLICABLE TO ATMOS

ENERGY AFTER YOUR ADJUSTMEN S?

A. After considering the 0.05 percent size premium, the negative 0.07 percent credit risk

adjustment, and the 0.04 percent cost adjustment, the indicated ROE range

applicable to Atmos Energy ranges from 10.45 percent to 1 1.45 percent.
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VIII. SUMMARY AND CONCLUSION 

WHAT JS YOUR CONCLUSION REGARDING ATMOS ENERGY'S PROPOSED 

ROE? 

Given the discussion above and the results from the analyses, the Company's requested 

ROE of 9.80 percent is a conservative measure of the investor required ROE at this time 

and should be approved by the Commission. 

WHAT IS YOUR CONCLUSION REGARDING ATMOS ENERGY'S PROPOSED 

CAPITAL STRUCTURE? 

The Company's requested capital structure consisting of actual capital structure not to 

exceed 58.00 percent common equity is consistent with the capital structures maintained 

by the Utility Proxy Group and should be approved by the Commission. 

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

Yes. 
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VIII. SUMMARYAND CONCLUSION

Q. WHAT IS YOUR CONCLUSION REGARDING ATMOS PROPOSED

ROE?

A. Given the discussion above and the results from the analyses, the requested

ROE of 9.80 percent is a conservative measure of tlie investor required ROE at this time

and should be approved by the Commission,

Q. WHAT IS YOUR CONCLUSION REGARDING ATMOS PROPOSED

CAPITAL STRUCTURE?

A. The requested capital structure consisting of actual capital structure not to

exceed 58.00 percent common equity is consistent with the eapital structures maintained

by the Utility Proxy Group and should be approved by the Commission.

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

A. Yes.
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BEFORE THE 

DOCKET NO. ------- 

LOUISIANA PUBLIC SERVICE COMMISSION 

ATMOS ENERGY CORPORATION 
ex parte 

In Re: Application of Atmos Energy Corporation for Renewal of Rate Stabilization Clause 
Rider. 

AFFIDAVIT 

COMMONWEALTH OF MASSACHUSETTS 

COUNTY OF MIDDLESEX 

I, Matthew Howard, Director at ScottMadden, Inc., being duly sworn, do hereby state that 

all representations contained in Atmos Energy's Application for Renewal of Rate Stabilization 

Clause Rider are true and accurate to the best of my knowledge, information, and belief. 

Matthew Howard 

J !h 
Sworn and subscribed to before me this O day of January, 2026. 

BEFORE THE

LOUISIANA PUBLIC SERVICE COMMISSION

ATMOS ENERGY CORPORATION DOCKET NO.

ex parfe

In Re: Application ofAlmos Energy Corporation for Renewal of Rare Stabilization Clause

Rider.

AFFIDAVIT

COMMONWEALTH OF MASSACHUSETTS

COUNTY OF MIDDLESEX

I, Matthew Howard, Director at ScottMadden, lnc., being duly sworn. do hereby state that

all representations contained in Atmos Energy"s Application for Renewal of Rate Stabilization

Clause Rider are true and accurate to the best ofmy knowledge, information. and belief.

Matthew Howard

J 0%/4
Swom and subscribed to before me this

'

day of Jexnuary, 2026.

PUBLIC 3

My Commission expires: 4;;
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MANAGEMENT CONS4ANTS 

Appendix A - Resume & Testimony Listing of: 
Matthew R. Howard, CRRA, CVA 

Director 

Summary 
Matthew is an experienced consultant, a Certified Rate of Return Analyst (CRRA), and a Certified Valuation 
Analyst (CVA). Matthew joined ScottMadden in 2017 and has provided written testimony as an expert 
witness on several occasions regarding rate of return. He has also authored and co-authored valuation 
reports on several occasions and provided primary support on numerous occasions. In addition, he has 
extensive experience working across a variety of regulatory matters, having supported over 100 
proceedings and filings. Matthew earned a B.A. in psychology from the University of Colorado and an 
M.B.A. with honors, concentrating in finance, from Babson College. Matthew also has experience managing 
funds for Babson College's endowment and conducting investment research at an investment advisory 
during a summer internship. 

Areas of Specialization 

■ Return on Equity 
■ Valuation 
■ Capital Structure 
■ Rates and Regulation 

Recent Assignments 
Provided expert testimony on the cost of capital for ratemaking purposes before state utility regulatory 
agencies. 
Authored valuation report on behalf of investor-owned utility for regulatory filing purposes. 
Provides ongoing primary support across various regulatory proceedings on the cost of capital. 

Q Appendix A - Resume & Testimony Listing
Matthew R. Howard, CRRA, CVAscottmadden

D,,em,
C(7NilltTAN'lS

Summary

Matthew is an experienced consultant, a Certified Rate of Return Analyst (CRRA), and a Valuation
Analyst (CVA), Matthew joined ScottMadden in 2017 and has provided written testimony as an expert
witness on several occasions regarding rate of return. He has also authored and co-authored valuation
reports on several occasions and provided primary support on numerous occasions. In addition, he has
extensive experience working across a variety of regulatory matters, having supported over 100
proceedings and filings. Matthew earned a El.A. in psychology from the University of Colorado and an

MBA. with honors, concentrating in from Babson College. Matthew also has experience managing
funds for Babson endowment and conducting investment research at an investment advisory
during a summer internship.

Areas of Specialization

I Return on Equity
I Valuation

I Capital Structure

I Rates and Regulation

Recent Assignments

I Provided expert testimony on the cost of capital for ralemaking purposes before state utility regulatory
agencies.

I Authored valuation report on behalf of investor-owned utility for regulatory filing purposes.
I Provides ongoing primary support across various regulatory proceedings on the cost of capital.
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MANAGEMENT CONSUL.ANS 

Appendix A - Resume & Testimony Listing of: 
Matthew R. Howard, CRRA, CVA 

Director 

EXPERT WITNESS TESTIMONY LISTING 

Massanutten Public Service Corporation 
Atmos Energy Corporation PUR-2023-00008 Return on Equity 

PRIMARY TESTIMONY SUPPORT EXPERIENCE 

Sponsor Company 

AltaLink, L.P., and EPCOR Distribution & 
Transmission, Inc. 
AltaLink, LP., and EPCOR Distribution & 
Transmission, Inc. 

02/2023 

0112020 

Proceeding ID. 27084 

Proceeding ID. 24110 

Subject Matter 

Rate of Return 

Return on Equity, Capital Structure 

Return on Equity, Capital Structure 

Date Filed Docket No. 

U Appendix A - Resume & Testimony Listing of:

Matthew R. Howard CRRA CVAscottmadden
M.WAGEMsN7roNsuUANrs

EXPERT WITNESS TESTIMONY LISTING

Sponsor Company te Filed Docket No.

Cactus State Utility Operating Company, LLC 10/2024 WS-21155A-24-0219 Rate of Return

Atnios Energy Corporation 12/2025 25AL-04996 i Rate of Return

Aqua Puiii LLC dba Puiii Sewer & Water Co 06/2025 2025-0213 Rate of Return

Prinoevitle Utiiities Company, Inc. 05/2025 2025-0172 Rate of Return

Launiupoko Water Company, Inc 12/2023 2023-0465 Rate of Return

Atmos Energy Corporation 09/2022 23-AT/t/iG-359-RTS ( Return on Equity, Capital Structure

Bluegrass Water Utiiity Operating Company 12/2025 2025-00354 Rate of Return
LLC

Utiiities Inc. of Louisiana 09/2025 U-37704 00 EWYY
Atrnos Energy Corporation 01/2023 U-36658 Return on Equity

The Maine Water Company 03/2025 2024-00291 Return on Equity
The Maine Water Company 07/2023 2023-00065 Return on Equity

Maryland Water SeNice 03/2024 Case No 9729 Return on Equity
Maryiand Water Service 09/2021 Case No 9671 Return on Equity

Aipena Power Company 06/2021 Case No U-21045 Rate of Return

Aqua New Jersey. Inc. 01/2024 WR24010OB7 Rate of Return

Community Utilities of Pennsylvania, Inc. 11/2023 Rate at Return

Massanutten Pubic Service Corporation 01/2024 PUR-2024-00017 Rate oi Return

Atinos Energy Corporation 06/2023 PUR-2023-00008 Return on Equity

PRIMARY TESTIMONY SUPPORT EXPERIENCE

Sponsor Company Subject Matter

ENSTAR Natural Gas Company 08/2022 Docket No TA334-4 Rate of Return

A/taLink, L.P., and EPCOR Distribution & 02/2023 Proceeding ID. 27084 Return on Equity, Capitai Structure

Transmission, Inc.

AttaLini<, L.P.. and EPCOR Distribution & 01/2020 Proceeding ID. 24110 Return on Equity, Capitat Structure

Transmission, Inc
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MANAGEMENT CONSULTANTS 

Appendix A- Resume & Testimony Listing of: 
Matthew R. Howard, CRRA, CVA 

Director 

Return on Equity Docket No. 20-070-U 07/2021 Southwestern Electric Power Company 

Sponsor Company Date Filed Docket No, Subject Matter 
Arizona corporation Commission%EE/%...0.•• # 4 38 et., / it8 .. . • 
EPCOR Water Arizona, Inc. 06/2024 WS-013034-24-0130 Rate of Return 
Arizona Water Company 05/2024 w-014454-24-0117 Rate of Return 
Foothills Water & Sewer, LLC 10/2023 WS-211824-23-0292 Rate of Return and Fair Value Rate Base 
EPCOR Water Arizona Inc 08/2022 WS-013034-22-0236 Return on Equity 
EPCOR Water Anzona Inc 06/2020 WS-013034-20-0177 Return on Equity 
Arizona Water Company - Western Group 12/2019 W-014454-19-0278 Return on Equity 
Southwest Gas Corporation 05/2019 G-015514-19-0055 Return on Equity 

Aaansas Poore service commission,SA4,ER.IEEE.ES8 ENE8ESE . . '" . . ·' ,, 

CenterPoint Energy Resources Corp. 05/2021 Docket No. 21-004-U 
Entergy Arkansas, LLC 11/2020 Docket No. 16-036.-FR 
Southwestern EJectnc Power Company 02/2019 Docket No. 19-008-U 
Liberty Utilities (Pine Bluff Water) Inc 10/2018 Docket No. 18-027-U 

LS Power Grid California, LUC 10/2020 Docket No. ER21-195-000 

Return on Equity 
Return on Equity 
Return on Equity 
Return on Equity 

Return on Equity 
LS Power Grid New York Corporation I 12/2019 Docket No, ER20-716-000 Return on Equity 
Duke Energy Progress, LLC 

NSTAR Electric Company d/bla Eversource 
Energy 

11/2019 

11/2018 

Docket No. EL20-4-000 

DPU 18-76/0PU 18-77/DPU 
18-78 

Respond to Compliant Testimony Regarding 
Return on Equity 

Response to Direct Testimony by Attorney 
General Witness regarding Remuneration Rate 
Section 83C 

653
scottmadden

mmnasmsnr CONSUUANTS

Sponsor Company Date Filed Docket No.

Appendix/Q - Resume 8. Testimony Listing of

Matthew R. Howard, CRRA, CVA

Director

Subject Matter

fgtrigqna. corpbration Gdmmlssia

WS-01303A-24-0130EPCOR Water Arizona, Inc. Rate of Return

Arizona Water Company 05/2024 W-01445A-24-0117 Rate oi Return

Foothills Water & Sewer, LLC 10/2023 WS-21182/t-23-0292 Rate of Return and FairVa|ue Rate Base

EPCOR Water Arizona Inc 08/2022 WS-01303A-Z2-0236 Return on Equity
EPCOR Water/Xrizona Inc 06/2020 WS-01303A-20-0177 Return on Equity
Arizona Water Company Western Group 12/2019 W-01445A-19-0278 Return on Equity

outhwestern Electric Power Company

Return on Equity

Docket No. 20-070-U07/2021 Return on Equity
CenterPoint Energy Resources Corp. 05/2021 Docket No. 21-004-U Return on Equity

Entergy Arkansas, LLC 11/2020 Docket No. 16-036-FR Return on Equity

Southwestern Electric Power Company 02/2019 Docket No. 19-008-U Return on Equity

Souths Gas rporation

Atmos Energy Corporation

Washington Gas Light Company

10/2018

08/2019
.

- - Return on Equity, Capital tructure
'

01/2020 Formal Case No, 1162

Docket No 15-O27-U Return on E uit

Proceeding No. 22AL-

>

03466

Return on Equity

Return on Equity

Potomac Electric Power Company 05/2019 Formaicas N 1156 Return on Equity

Empire District Electric Company

an rib

Atmos Energy Corpora n

'

9
.

.

.

Southwestern Eiectric Power Company
" '

7.

Washington Gas Light Cornany

LS Power Grid California, LLC 10/2020 Docket No. ER21-19-000 Return on Equity

LS Power Grid New York Corporation I 12/2019 Docket No. ER20-716-D00 Return on Equity

Duke Energy Progress, LLC 11/2019 Docket No, EL20-4-000 Respond to Cornpiiant Testimony Regarding
Return on Equity

Case No. 605

Docket No. U~35441

etum Eq y

Potomac Edison Company

NSTAR Electric Company d/b/a Eversouroe

Energy

Case No. 9490 Retuni on Equity

DPU 18-76/DPU 18-77/DPU Response to Direct Testimony by Attorney

I

General regarding Remuneration Rate

Section 83C
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MANAGEMENT CONSULTANTS 

Appendix A - Resume & Testimony Listing of: 
Matthew R. Howard, CRRA, CVA 

Director 

Return on Equity 

Rate of Return 

No. GR-2021-0108 
/SR-2023-0007 

Docket No G-9, Sub 743 

Docket No. W-1300, Sub 
100 

Docket No. W-218, Sub 497 07/2018 
0412019 

06/2024 Old North State Water Co., Inc. 

Aqua North Carolina, Inc 
Piedmont Natural Gas Company, Inc. 

06/2022 R-2022-3031704 
Citizens' Electric Company of Lewisburg 05/2022 R-2022-3032369 Rate of Return 
Valley Energy Company 05/2022 R-2022-3032300 Rate of Return 
Vicinity Energy Philadelphia, Inc. 04/2021 R-2021-3024060 Rate of Return 

Docket No. 53601 Return on Equity 
Southwestern Electnc Power Company 1012020 Docket No. 51415 Rate of Return 
CenterPoint Energy Houston Electric LLC 02/2019 Docket No. 49421 Return on Equity 
Entergy Texas, Inc 0512018 Docket No, 48371 Return on Equity 

Atmos Pipeline - Texas, a Division of Atmos 
Ener Co ratron 
EPCOR Gas Texas Inc 06/2020 GUD 10988 Return on Equity, Capital Structure, Cost of 

Debt 
CenterPoint Energy Resources Corp d/b/a 1012019 GUO 10920 Return on Equity, Capital Structure, Cost of 
CenterPoint Energy Entex and CenterPoint Debt 
Ener Texas Gas 
Atmos Energy Corporation - Mid-Tex Division 10/2018 GUD 1077g Return on Equity, Capital Structure 
Atmos Energy Corporation -- West Texas 0612018 GUD 10743 Return on Equity 
Division 
Atmos Energy Corporation - Mid-Texas Division 0612018 GUD 10742 Return on Equity 

Appendix A - Resume 8. Testimony Listing of:C}
M tlh R. H d, CRRA, CVAscottmadden 3

MANAGEMENY cowsumms

Date Filed Docket No.Sponsor Company

Indiana Michigan Power Company

SEMCO Energy Gas Company

Subject Matter

Return on Equity

Return on Equity

Great River Utility Operating Co.

I

07/2022 Docket No 2022-UN-86

Rivers U ty Operating Cop y, 1/20 ase o. -2023
>

Rate of Return
Inc. 0006/SR-2023-0007

Spire Missouri Inc. 12/2020 Case No. GR-2021-0108 Return on Equity
n .

'

I r

t g \. u

Southwest Gas Corporation 02/2020 Docket No. 20-02023 Return on Equity
.

-

: .' 1 . a 1
'

I

Middlesex Water Company 05/2023 Docket No. WR23050292 Rate of Return

. . . . . . -

. . .

Old North State Water Co., Inc. 06/2024 Docket No. W-1300, Sub Rate oi Return

100

Piedmont Natural Gas Company, Inc. 04/2019 Docket No. G-9, Sub 743 Return on Equity

Aqua North Carolina. Inc. 07/2018 Docket No. W-215, Sub 497 Return on Equity

Return on Eq y
Empire District Electric Company Cause No. PUB 201800133

Borough of Ambler
06/2022 R_2022_30317o4 Rate of Return

Electric Company of Lewisburg 05/2022 R,;022_303235g Rate of Return

Valley Energy Company 05/2022 R_2Q22_3o3;300 Rate of Return

Vicinity Energy Philadelphia, Inc. 04/2021 R-2021-3024050 Rate oi Return

CSWR Texas Utility Operating Company, LLC Docket No. 54565 Rate of Return

Oncor Electric Delivery Company LLC 05/2022 Docket No. 53601 Return on Equity
Southwestern Electric Power Company 10/2020 Docket No. 51415 Rate of Reium

CenterPoint Energy Houston Eiectric LLC 02/2019 Docket No. 49421 Return on Equity

Entergy Texas, 05/2018 Docket No. 48371 Return on Equity

Atmos Pipeline a Div on ofA1mos 05/2023 OS-23-00013758 Return on Equity
Energy Corporation
EPCOR Gas Texas 06/2020 GUD 10988 Return on Equity, Capital Structure, Cost oi

Debt

CenterPoint Energy Resources Corp. d/h/a 10/2019 GUD 10920 Return on Equity, Capital Structure, Cost of
CenterPoint Energy Entex and CenterPoint Debt

Energy Texas Gas

Atmos Energy Corporation Mid-Tex Division 10/2018 GUD 10779 Return on Equity, Capital Structure

Atmos Energy Corporation West Texas 06/2018 GUD 10743 Return on Equity
Division

Atmos Energy Corporation Mld-Texas Di on 06/2018 GUD 10742 Return on Equity

. .

V

.
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Sponsor Company Date Filed Docket No. Subject Matter

Aqua Virginia, Inc. 07/2023 FUR-2023-00073 Rate of Return
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Director 

VALUATION REPORT FILINGS 

Sponsor Company Date Assets Valued Subject Matter 
CSWR-Texas Utility Operating Company, LLC 0112024 Patterson Water Supply, Authored valuation report for Sale, Transfer, or 

LLC Merger Filing in Texas. 
Texas Water Utilities, LP 10/2023 NextEra Water Texas, LLC Authored valuation report for Sale, Transfer, or 

Merger Filing in Texas. 
CSWR-Texas Utility Operating Company, LLC 03/2023 Thompson Water and Authored valuation report for Sale, Transfer, or 

Construction, Inc Merger Filing in Texas. 
Artesian Water Resources 12/2022 Water Operations Co-authored valuation report for internal 

purposes 
Aqua Pennsylvania, Inc. 0912022 Wastewater Operations Co-authored valuation report, which will be a 

part of an Act 12 Fling 
Towamencin Township 0912022 Wastewater Operations Co-authored valuation report for inclusion in a 

fair market value filing 
Borough of Shenandoah 08/2022 Water Operations Co-authored valuation report for inclusion in a 

fair market value filing 
CSWR-Texas Utility Operating Company, LLC 04/2022 North Orange Water & Authored valuation report for Sale, Transfer, or 

Sewer, LLC Merger Filing in Texas. 
Confidential 0212022 Electric Distribution System Co-authored valuation report for Internal 

purposes 
Confidential 10/2021 Water Operations Co-authored valuation report for Internal 

purposes 
Confidential 10/2021 Water & Wastewater Co-authored valuation report for Internal 

Operations purposes 
City of York, PA 0612021 Wastewater Operations Co-authored valuaton report, which will be a 

part of an Act 12 Filing 
Aqua New Jersey, Inc 05/2021 Confidential Waler and Co-authored valuation report for internal 

Wastewater Operations in purposes 
NJ 

Aqua New Jersey, Inc. 0512021 Confidential Water and Co-authored valuation report for internal 
Wastewater Operations in purposes 
NJ 

Aqua Ohio, Inc. 05/2021 Confidential Water Co-authored valuation report for internal 
Operations in OH purposes 

Aqua Pennsylvania, Inc 04/2021 Confidential Wastewater Co-authored valuation report for internal 
Operations in PA purposes 

Artesian Water Company, Inc. 01/2021 Wastewater Operations for Co-authored valuation report for internal 
Delaware City, DE purposes 

EPCOR Distribution and Transmission, Inc., 1212020 Fiber Optic Cable Assets Co-authored valuation report for Internal 
Alberta Canada purposes 
EPCOR Distribution and Transmission, Inc., 12/2020 Duct Bank Assets Co-authored valuation report for Internal 
Alberta Canada purposes 
Artesian Water Company, Inc 06/2020 Wastewater Operations for Co-authored valuation report for internal 

Town of Frankford, DE purposes 

I9 Appendix A - Resume 8. Testimony Listing of:
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VALUATION REPORT FILINGS

Sponsor Company Date Assets Valued Subject Matter

CSWR-Texas Utility Operating Company, LLC 01/2024 Patterson Water Suppiy, Authored vaiuation report for Saie, Transfer, or

LLC Merger Filing in Texas.

Texas Water Utiiities, LP 10/2023 NextEra Water Texas, LLC Authored valuation report for Sale, Transfer, or

Merger Fiiing in Texas.

CSWR-Texas Utility Operating Company, LLC 03/2023 Thompson Water and Authored vaiuation report for Saie, Transfer, or

Construction, inc Merger Filing in Texas.

Artesian Water Resources 12/2022 Water Operations Co-authored valuation report ior internal

purposes

Aqua Pennsylvania, /nc. 09/2022 Wastewater Operations Co-authored valuation report, which wili be a

part ofan Act 12 Filing
Towamencin Township 09/2022 Wastewater Operations Co-authored valuation report ior inclusion in a

fair market value

Borough oishenandoah 08/2022 Water Operations vaiuation report for inclusion in a

fair market vaiue

CSWR-Texas Uti/ity Operating Company, LLC 04/2022 Nortii Orange Water & Authored valuation report for Sale, Transfer, or

Sewer, LLC Merger Fi/ing in Texas.

02/2022 Electric Distribution System Co-authored vaiuation report for lntemai

purposes

Confidential 10/2021 Water Operations Co-authored valuation report for internal

purposes

10/2021 Water & Wastewater Co-authored vaiuation report for lntemai

Operations purposes

City of York, PA 06/2021 Wastewater Operations Co-authored valuation report, which will be a

pan otan Act 12 Filing

Aqua New Jersey, Inc, 05/2021 Water and Co-authored vaiuation report for internal

Wastewater Operations in purposes
NJ

Aqua New Jersey, Inc. 05/2021 Water and Co-authored valuation report for internai

Wastewater Operations in purposes
NJ

Aqua Ohio, inc. 05/2021 Water Co-authored vaiuation report for internal

Operations in OH purposes

Aqua Pennsyivania, Inc 04/2021 Wastewater Co-authored valuation report for internai

Operations in PA purposes

Artesian Water Company, Inc. 01/2021 Wastewater Operations for Co-authored valuation report for internal

Delaware City, DE purposes

EPCOR Distribution and Transmission, Inc, 12/2020 Fiber Optic Cable Assets valuation report for lnternai
Aiberta Canada

purposes

EPCOR Distribution and Transmission, lnc., 12/2020 Duct Bank Assets Co-authored valuation report for internal
Alberta Canada

purposes

Artesian Water Company, Inc 06/2020 Wastewater Operations for Co-authored vaiuation report for internal

Town of Frankford, DE purposes
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Schedule
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Type of Capital 

Long-Term Debt 
Common Equity 

Total 

Notes: 
[1] Company requested. 

Atmos Energy Corporation 
Cost of Capital Summary 

Ratio[1] 

42.00% 
58.00% 

100.00% 

Cost Rate 

4.13% 
9.80% 

Exhibit No. MRH-1 
Schedule MRH-1 

Page 1 of 2 

Weighted 
Cost Rate 

[1] 1.73% 
11] 5.68% ---- 

7.42% 

Exhwblt No. MRH-I

Schedule

Page 1 of 2

Atmos Energy Corporation
Cost of Capital Summam

Weighted
Type of Capital Ratio [1] Cost Rate Cost Rate

Long-Term Debt 42.00% 4.13% [1] 1.73%
Common Equity 58.00% 9.80% [1] 5.68%

Total

Notes:

[1] Company requested.

100.00% 7.42%



Exhibit NO. MRH-1 
Schedule MRH-1 

Page 2 of 2 

Atmos Energy Corporation 
Summary of Cost of Common Equity Analysis 

Discounted Cash Flow Model [1J 

Equal Weighted Beta 
Coefficients 

10.46% 10.54% 

Value Line Beta 
Coefficients 

10.46% 10.54% 

Capital Asset Pricing Model 

Risk Premium Model 

Recommended Range Prior to the Application of 
Company-Specific Factors 

Size Premium 

Credit Risk Adjustment 

Flotation Cost Adjustment 

Recommended Range Applicable to Atmos Energy 

Notes: 

11.18% 

11,15% [6] 

10.459%-11,45% 

0.05% 

-0.07% 

10.45% 11.45% 

11.44% (7] 

(8] 

[9] 

[10] 

[2] 11.16% [3] 12.59% [4] 12.58% [5] 

[1]Schedule MRH-3, mean and median results, respectively. 
[Z] Page 1 of Schedule MRH-4; average of mean and median results based on current interest rates. 
[3]Page 1 of Schedule MRH-4; average of mean and median results based on projected interest rates, 
[4]Page 2 of Schedule MRH-4; average of mean and median results based on current interest rates. 
[5]Page 2 of Schedule MRH-4; average of mean and median results based on projected interest rates. 
[6] Page 1 of Schedule MRH-5; average of results based on current and projected utility bond yields. 
[7]Page 1 of Schedule MRH-5; average of results based on current and projected utility bond bields. 
[8] Adjustment to reflect the Company's greater risk due to its smaller size relative to the Utility Proxy 
Group as detailed in Mr. Howard's Direct Testimony. 
[9] Company-specific risk adjustment to reflect Atmos Energy's lower credit risk due to its higher long­ 
term credit rating relative to the Utility Proxy Group as detailed in Mr. Howard's Direct Testimony. 
[10] Schedule MRH-7, 

Discounted cash Flow Model [1]

Capital Asset Pricing Made]

Risk Premium lvlodel

Recommended Range Prior tci tlie /ipplicatiun of

Factors

Size Premium

Credit Risk Adjustment

Flntallun cost Adjustment

Recommended Range Applicable to Atmus Energy

Nutes:

[1] Schedule MRH-3, mean and median results, respectively.

[2] Page 1 ufSchedu]e average ufmcan and median results based on current interest rates.

[3] Page 1 ufSchedu1e MRH-4; average ufmean and median results based on projected interest rates.

[4] Page 2 ofSc}ledu|e MRH4, average of mean and median results based on current interest rates.

[5] Page 2 afschedule MRH-4; average at mean and median results based on projected interest rates.

[5] Page 1 drscliedulc average orresults based on current and projected utility btind yields.
[7] Page 1 ofSchedule MRH-5; average otresults based on current and projected utility bond bields.

[B] Adjustment to the greater risk due to its smaller size relative to the Utility Praxy
Group as detailed in Mr. Howard's Direct Testimony.
[9] risk adjustment to reflect Atmos Energy's lower credit risk due to its higher
term credit rating relative to the Utility Proxy Group as detailed in Mr. Howard's Direct Testimony.
[10] Schedule

Atmos Energy Corporation

Summagg <7fCustafCnmi1mn Eguig Analysis

Equal weiglited Beta

Coefficients

value Line Beta

Coefficients

10.4-5% 11.45%

10.45? - 11.45%

Exhibit No. MRH-1

Schedule MRH4

Page 2 of 2

[5]

[7]

[3]

[9]

[10]



Atmos Encrgy Corporation 
Range of Capital Structures for the Past Eight Quarters for the 

Proxy Group of Seven Natural Gas Distribution Companies 

Exhibit N. MRH.1 
Schedule MRH-2 

Page 1 of 2 

company 
Atmos Energy Corporation 
Chescapeake Utilities Corporation 
New Jersey Resources Corporation 
NiSource Inc 
Northwest Natural Holding Company 
ONE Gas. Inc. 
Southwest Gas Moldings, Inc, 

Company 
Atmos Energy Corporation 
Cheseapcake Utilities Corporation 
New Jersey Resources Corporation 
NiSource In. 
Northwest Natural Holding Company 
ONE Gas, Inc 
Southwest Gas Holdings, Inc. 

Source: S&P Capital IQ; Company Filings 

Common Equity Ratio 

8Q average 
ending Q2 

202sq3 2025 q2 20250 2oz4q4 2024q3 2024Q2 2u24q 2023Q4 2025 
60,179% 60.01% 60.939% 60.27% 60.7794 61.019% 60.94% 60.22% 60.549% 
50.02% 53.12% 52.16% 51.05% 52.11% 51.04% 50.66% 49.889% 51.26% 
41.01% 43.87% 44.39% 42.54% 41.469% 41.519% 42.919% 40.759% 42.31% 
38.16% 35.829% 38.42% 38.939% 37999% 37.67% 39.81% 33.70% 37.56% 
38.999% 39,579% 39,51% 44.759% 46.27% 46.08% 46.02% 44.899% 43.26% 
56.61% 59.29% 59,29% 58.66% 56.12% 59,389% 59,449% 50.539% 57.42% 
52.36% 45.00% 44.72% 43.969% 43.58% 40.40% 41.439% 41.14% 44.07% 

Minimum 37.56% 
Maximum 60.54% 

Long-Term Debt Ratio 

80 average 
ending 02 

2025q3 zg2sq2 2025g 2024Q4 2o24Q3 2024q 2024g 2023q4 2025 
39.83% 39.99% 39.07% 39.739% 39.23% 38.99% 39.069% 39,78% 39.46% 
49,98% 46.88% 47.84% 48.959% 47.89% 48.969% 49.34% 50,12% 48.74% 
58.99% 56.13% 55.61% 57.46% 58.54% 58.49% 57.099% 59.25% 57.69% 
61.84% 64.18% 61.58% 61.07% 62.01% 62.33% 60.19% 57.16% 61,309% 
61.01% 60.439% 60.499% 55.25% 53.739% 53.92% 53.98% 55.11% 56.74% 
43,399% 40.719% 40.71% 41.34% 43.88% 40.62% 40.569% 49,47% 42.58% 
47.64% 55.00% 55.28% 56.049% 56.42% 59.60% 58.57% 58.86% 55.93% 

Minimum 39.46% 
Maximum 61.30% 

Exh1bi(No.MRH-1

Schedule MRH-2

Page 1 512

411115, FIncrgyC11rp1r31q1-1

9311115 51 Capital 511111111115 151 1112 F351 Fight 1111511131.: r111 1115

mmGm

Egmg 95115

91; mmge

211111111; 142
Campan 21125113 21125112 21125111 2924144 2112493 21124122 2uz41;1 21123 Q4 2925
11111155 Energy c5.-111115111111 511.17% 511.91% 511.93% 511.27% 50.77% 51 111% 50.94% 511 22% 511.54%
cnescapem 1111111155 C51111111111111 59.92% 53.12% 52.15% 51 05% 52.11% 51.94% 59.55% 4999% 51.25%
.\l:\4Ilusey 95411111155 CaIpor1.1|I1m 41.91% 43.97% 44 39% 42 54% 4145% 41 51% 42.91% 411.75% 42 31%

55111151111 3915% 35 92% 39 42% 3993% 37 99% 37 57% 39 91% 33.79% 3755%
11111111111351 111111111 1111111111g Company 39.99% 39 57% 39 51% 44.75% 45.27% 45 99% 45 112% 44 99% 43 25%
11119 531, 1111. 55.51% 59.29% 59.29% 59 55% 55.12% 59.39% 59 44% so 53% 57.42%
551111114151 1:5; 1-111111111gs,111c. 52 35% 45.99% 44.72% 43.95% 43.59% 411.40% 41.41% 41 14% 44 97%

1411111111111 37 55%

1451111111111 511 54%

1_511g.751m 115131 9.4115

ending QZ
Companv 2112503 21125 Q2 21125 Q] 21124114 2524113 2924112 21124 Q1 21123124 2925
/111115: Energy 51115111511511 39.93% 39.99% 39.97% 39.73% 39.23% 39.99% 39 95% 39 79% 39.45%
5115451515115 u111111e.\ Corpmanun 49.99% 45 59% 47.94% 49 95% 47.99% 49.95% 49.34% 511 12% 49.74%
115111 umgy 9555111141 Curpuranon 511 99% 55.13% 5 51% 57 45% 59 54% 5 49% 57.99% 59.25% 57.59%
1115111115511: 5194% 54111% 51. % 51 117% 52 141% 5231% 511.19% 57.15% 513o%
N51111w5<1M11111.-511151111111 55111135111: 51 111% 511 43% 511 49% 55.25% 53.73% 53 92% 53 99% 55.11% 55 74%
111413 1255,1111. 43.39% 49 71% 411 71% 41.34% 43.99% 411.52% 49 55% 49.47% 42 59%
5111111111151 (395 Hu|r1u1gs.Iuc. 47.54% 55.99% 55.29% 55 94% 55.42% 59.59% 59.57% 59 95% 55.93%

Mmnnum 39.45%

Maxumnu 51.99%
s111111:- 5&9 Cap\(.Il|Q,Campzv1y 11111113.



Company 
Atmos Energy Corporation 
Cheseapeake Utilities Corporation 
New Jersey Natural Gas Company 
NiSource Inc 
Northwest Natural Gas Company 
ONE Gas, Inc 
Southwest Gas Corporation 

company 
Atmos Energy Corporation 
Chescapeake Utilities Corporation 
New Jersey Natural Gas Company 
NiSource Inc 
Northwest Natural Gas Company 
ONE Gas. Ince 
Southwest Gas Corporation 

Exhibit NO. MRH-1 
Schedule MRH.-2 

Page 2 of 2 

Atmos Energy Corporation 
Range of Capital Structures for the Past Eight Quarters for the 

Proxy Group of Seven Natural Gas Distribution Companies at the Operating Company Level 

Common Equity Ratio 

8Q average 
ending Q2 

202503 2025g2 2o2sq 202404 2024Q3 2024q 2024Q1 zo23Q4 2025 
60.179% 60.01% 60.939% 60.27% 60.77% 61.01% 60.94% 60.22% 60.54% 
50.02% 53.12% 52.16% 51.05% 52.11% 51.04% 50.66% 49,88% 51.26% 
54.21% 57.19% 56.339% 54.879% 53.62% 55.08% 56.84% 53.989% 55.26% 
38.16% 35.82% 38.42% 38.939% 3799% 37.67% 39,81% 33.70% 37.56% 
52.22% 52.63% 52.61% 49,239% 47199% 48.08% 48.44% 47.46% 49.739% 
56.61% 59.29% 59,299% 58,66% 56.12% 59,38% 59.449% 50.539% 5742% 
48.879% 48.82% 48.899% 47.83% 47.439% 4778% 4797% 47.28% 48.11% 

Minimum 37.56% 
Maximum 60.549% 

Long-Term Debt Ratio 

8Q average 
ending 02 

2025Q3 2025g2 zo2sq 2024Q4 zo24q3 2024 q2 2024Q1 zo23q+ 2025 
39.83% 39,999% 39,07% 39.73% 39.23% 38.999% 39.06% 39.78% 39.46% 
49,989% 46.88% 47.849% 48.95% 47.89% 48.96% 49,34% 50.12% 48.74% 
45.7994 42.81% 43,67% 45.13% 46.38% 44929% 43.16% 46.02% 44,74% 
61.84% 64.18% 61.589% 61.07% 62.01% 62.33% 60.19% 5716% 61.30% 
4778% 47.37% 47.39% 50.779% 52.81% 51.92% 51.56% 52.54% 50.27% 
43.399% 40.71% 40.71% 41.34% 43.889% 40.62% 40.56% 49.47% 42.58% 
5113% 51.18% 5111% 52.17% 52.57% 52.22% 52.03% 52.72% 51.89% 

Minimum 39,46% 
Maximum 61.30% 

Source: S&P Capital Q; Company Filings 

E><h1b1l No. MRH4

Schedule MRH-2

Page 2 of 2

ma: 51151511 c111.5m415_r1

1155114 111 c.4111151 511111111155 :51 the 1-511 Eight 311514515 1111 1115

mM1 u;511 51111155.. ,5 51115,; 355151 .11; 4:5 11951111 Lay;

31 13111511 35111311151111

BQavc1'age

ending Q2
Cnmpan 21125 33 21125 32 232531 232434 2112433 2324 32 2112431 2u22q4 21125
11111111. FncrgyCmpur:4l1un 511.17% 5u111% 5u93% 11r127% 511.77% 513191. 511.94% 53.22% 511.54%
3115555114514: 1741111155 5111115151151 511.52% 53 12% 52 15% 51.35% 52.11% 51114% 511 55% 49 33% 51.25%
11517151544 711111141 G415 Company 54.21% 57.13% 55.31% 54.37% 53 52% 55 113% 55 34% 5.1 93% 55.25%
N|Sou1'cc 1112 33.15% 25.32% 33 42% 33 93% .17 99% 37.57% 39.31% 3: 711% 37.55%
11511114713: 35111151555 c5111p1ny 52 22% 52.53% 52.51% 49 23% 47 19% 43 113% 411.44% 47.45% 49 73%
111113 Gas, 111: 55 51% 551 29% 59 29% 53.55% 55.12% 59 33% 55.44% 53.53% 57 42%
55341114141 351 CorpL7ra(iur1 43.37% 43 32% 4335% 47.33% 47 1% 47 73% 47.97% 47.23% 4311%

Mm1mum 37 55%

115111111111 51154%

mn

23 average

311311111142
CL7mpan' 21125 3:4 2112532 2325131 2112434 2112435 2324 32 2324111 2323 34 2325
1111115; 121141114 3511151541511 39 33% :5 55% 39 37% 39.73% 39.23% 23 99% 39.35% 39 73% 39.45%
Chcscapeake U(I|1t1:s 31111151511115 49.93% 453315 4734% 43 95% 47.33% 439515 49.34% 5 12% 4374%
\lcw[c1'sey 1115111111353 Company 45.79% 42 31% 43 57% 45 13% 45.33% 44 52% 43 15% 45 112% 44 74%
Nisourca 1111 5134% 54.13% 51 53% 51 n7% 52 31% 52 37% 53 19% 5715% 51.30%
1111111114541 11.11.1151 355 c511111411y 47 73% 47.37% 47.39% 53 77% 52 31% 51.52% 51.55% 52.54% 53.27%
3113 Gas. 111:. 4.1 29% 43.71% 4n 71% 41 34% 41 33% 411 52% 411.55% 43.47% 42 53%

51111111144513.-1342111115151153 51 1.1% 5113% 51 11% 52.17% 52.57% 52 22% 52.n3% 52.72% 5139%

14151111315 39 45%

11111111113111 51.33%
Sourte. 5311- Capital 13. Cumpany Fvlings
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Proxy
Group

Atmus
Energy
Corpuratlun

Chesapeake
Um

itles

Curpuraliun

New
Jersey
Resources
Cnrpuratmn

NISource
Inc, Nurthwe<lNatur:1l

Holding
Company

ONE
Gas,
Inc.

Southwest
Gas

Hulclmgs,
Inc.

Tucker ATO CPK NJR NI NWN OGS swx

Annualized Dlvulund $4.00 $2.74 $1.00 $1

12

Average Stnck Prim.- $175
22

$133.63 $45.23 $4321 $47.42 $81.08 $80.59

[3] Dwxdend

Dmdend

El"SGrawtl1

Yield 2.28% 2.05% 4.11% 2.59% 4.15% 3.27%
3

08%

[4] Expected Yield 2.37% 2.14%

[5] zacks Prujected Ratu 8.00% NA NA 7.9n"/ NA 6.20% 13.30%

[6]

Value
Lme Pruierted

HP?

Grnvvth

EPS

Growth

Prowcted
EFS

8.50% 8.00% 6.50% 8.00% 6.50% 4.50% NA

[7] Capital
10

Projected Ram 7.49% 9.15% 7.90% 0.18% 5.67% 6.66% 12.24%

[3] Average Growth
Rate

8.00% 3.58% 7.20%
8

03% 6.08% 5.79% 12.77%

[9] Indicated ROE 10.37% 10.71% 11.46% 10.72% 10.36% 15% l6.U5"/n

Mean Median Notes- [1]

Source:
Bloamberg
Profes

[Z]Sourv:

B|m.ImhergProfes
[3]

Equal:
[1]
/

[2]

[4]

Equals
[3]
x

[1

+

0.5
x

[0]]

[5]

scum.
Zacks

[6]

Suurce:
Vnluc
Lme

[71

Source:
5221?

Capital
10

[01

Equals

AVeragc[[5],
[6],

[7]]

[9]

Equ:1l5[4]+
[0]

nal

3.08% 3.08%

na

equals

3041-aaing
day

average
ac

1,

2025

8.85% 7.95%

7.00% 7.25%

[10]

Results
were

excluded
from

mean
and

medmn
as

11

.5

more
than
two

standard
deviaunna
from
the

proxy
group's

mean.

8.18% 7.90%

8.00%

10

46% 10.54%

110]

Exhib1tNo MRH-1

Schedule MRHVS

Page 1 on
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Company

Atmns
Energy
Cnrpnratinn

Chesapeake
Utllmes
Cnrporation

New

[Drsey
Resnurcm
Curpuratmn

N'Snurce
Inc.

Northwest
Natural
Huldmg
Company

om:
Gas,
lnc,

SnutI\wc<tG.'-1s
uemings,
Inc.

Ticker ATO CPK NJR NI NWN DES SWX

Util
Ly

Proxy
Grnup

[1] Average Beta coernciem 0.58 0,53 0.56 0.69 0.60 0.59 0.66

[2] Average Market Return 14.77% 14.77% 14.77% 14.77% 14.77% 14.77% 14.77%

I31

Equal

Wexghted
Beta

14]

Current
Risk-

Market
Risk

Free
Rate 4.66% 4.66% 4.66% 4.66% 4.66% 4.66% 4.55%

Premmm 1lJ.11% 10.11% 10.11% 10.11% 10.11% 10.11%

15] CAPM 10.54% 9.98% 10.37% 11.67% 10.72% 10.58% 11.38%

[SI ECAPM 11.50% 11.17% 11.47% 12.44% 11.74% 11.63% 12.23%

[7] Average
nf

CAFM
and

ECAPM 11.07% 10.58% 10.92% 12.06% 11.23% 11.1u% 11.80%

Moan Median

10.75% 1u.5B%

11.75% 11.63%

11.25% 11.10%

Company

Atmnc
Energy
Corparation

chesapeake
Unlmes
Cm'pnral|nn

New
Jersey

nesnurees
Cvrporatinn

N1Source
Ine.

Nnrthwest
Natural
Haldmg
Company

on]:

cns,1ne. Southwest
Gas

Hemrngs

Ticker ATO CPK N|R NI NWN (JGS SWX

Average Bela Coeffitient 0.58 0.53 0.56
0

0.60 0.66

Avernge Market Return 14.77% 14.77% 14.77% 14.77% 14.77% 14.77% 14.77

Pro]
evled

R1sk-
Free

Rate 4.60% 4.60% 4.60% 4.60% 4.60% 4.50% 4.60%

Market
Risk

Prcmxum 10.17% 10.17% 10.17% 10.17% 10.17% 1n.17% 10.17%

KJAPM 10.52% 9.95% 10.34% 11.65% 10.70% 10.55% 11.36%

EEAPM 11.58% 11.15% 11.45% 12.43% 11.72%
11

51% 12.21%

Average
uf

CAPM
and

ECAPM 11.n5% 10.55% 10.89% 12.04% 11.21% 11.08% 11.78%

Mean Med|an Nntes [1]

Source:
Page
4

nfth
<

schedule.

[2]

Source
Page
3

nflhis
Schedule.

[3]

current:
30-day

average
30eyear
Treasury
yreld
as

at

December
1,

025

rrem

moernberg
Professional;

Projecte
Blue
Chip

F1nanI:1a|For(>ra:ts
Vol.
44,

N0.
12,

December
1,

Z025
at

2

fur
the
s

X

quarters
ending
Q1

2027

and
at

1410rthe
pennds
2027-2031
and

Z032-Z036.

[4]

Equals
[Z]

-

[3]

[5]

Equals
[4]
x

[1]

+

[3]

[5]

Equal:
[(14]
x

[1]]
x

0,751
+

[[4]
x

11.25))
+

[3]

[7]
=

Average
[51,

[6].

10.72% 10

55%

11.74% 11.61%

11.23% 11.08%

Exh|b\1No

Scheduie MRH-4

Page 1 014
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Exhibit No. MRH-f 
Schedule MRH-4 

Page 2 of 4 

Company

Atmns
Energy
cnrpnrauon

cnesapeake
ummes
cnrpornunn

Resnurc
s

Cnrpnratinn

N1S0urce
lnc.

Northwest
Natural
Holding
Company

om;

Gas,ln1:. Southwest
Gas

Ilaldings.
Inc.

Tucker ATO CPK NJR NI NWN OGS SWX

[1]

Value
Line

Beta 0.75 0.70 0.75 0.55 0.75 0.75 0.75

[2] Average Marks! Return 14.77% 14.77% 14.77% I4

77% 11.77% 14.77%

[3]

[4]

Current
Ri

Market
R

Free
Ralc

4.55% 4.65% 4.56% 4.56% /1.56% 4.65% 4.65%

Premium 10

11% 10.11% 10.11% 10.11% 111.11% 1u.11% 10.11%

[5] CAPM 12.25% 11.74% 12.25% 13.26% 12.25% 1225% 12.25%

[5] ECAPM 12.83% 12.50% 12.88% 13.64% 12.88% 12.88% 12.88%

[7] Average
01

CAPM
and

ECAPM 12.56% 12.12% 12.56% 13.45% 12.55% 12.55%

Mean Mcdmn

12.32% 12.25%

12.93% 12.88%

12.52% 12.56%

Company

Amms
Energy
Corpnrzltwlv

Clmsapeakc
unnnes
Cnrporanon

New
lersey

Resnurces
corpprannn

NiSuurceln1:. Northwest
Na1.ura1|llold1ng
Company

0115
Gas,
Int.

Snuthwest
Gas

Hn1d1ngs,Inc.

'

ker ATO CPK NIR NI NWN UGS SWX

Value
Line

Beta
ient

11.75 11.711 0.75 0.85 0.75 0.75
0

75

Average Markcl Return 14.77% 14.77% 14.77% 14.77% 14.77% 14.77% 14.77%

Pro}
ected

R1sk-
Free

Rate 4.511% 4.611% 4.60% 4.50% 4.50%
4

613% 4.511%

Marker
R1sk

Premium 111.17% 10.17% 10.17% 10.17% 10.17% 111.17% 111.17%

CAPM 12.23% 11.72% 12.23% 13.25% 12.23% 12.23%

ECAPM 12.57% 12.45% 12.87% 13.63% 12.87% 12.87% 1Z.87%

Average
of

CAPM
and

ECAPM 12.55% 12.10% 12.55% 13,44% 12.55% 12.55% 12.55%

Mun Methan NON-:5 [1]

SoI1r1;e'
Page
4

ofth

Schedule.

[2]

Snurc

"Page
3

nflhis
Schedule.

131

Current:
3n-day

average
30-year
Treasury
yrem
ns

of

December
1,

2025
from

Blaamherg
Professional;

Prujected
Blue
Chip

Forecasts
Vol.
44,

N1).

12,

Dcccmber
1,

2025
at

2

for
the
s

X

quarters
endmg
Q1

21127

and

at14f(1rlhe
per1nd<
2027-2031
and

Z032r2U35.

[4]

Equals
[Z]

[3]

[5]

Equals
[4]
x

[1]
+

[3]

[6]

Equals
[U4]
X

[1]]
X

0.75]
+

[[4]
X

0.25))
+

[3]

[7]

:

Average
[5],
[6]

12.30% 12.23%

12.92
/12

12.87%

12.51% 12.55%

scneume MRH-4

Page 2 of4



Exhibit NO. MRHf 
Schedule MRH-4 

Page 3 0f 4 

Atos Energy Corporation 
Market Returns 

S&P 500 Market DCF - Bloomberg 

S&P 500 Market DCF - Value Line 

S&P 500 Market DCF -S&P Capital IQ 

Average S&P 500 Market DCF 

Market DCF - Value Line Summary & Index 

Average Market Return 

Notes: 

18.96% [1] 

16.42% [2] 

18.64% [3] 

18.01% 

11.54% [4] 

14.77% 

[1] Based on the application of a market capitalization weighted Constant Growth 
DCF to the individual companies within the S&P 500 using data from Bloomberg 
Professional. 
[2] Based on the application of a market capitalization weighted Constant Growth 
DCF to the individual companies within the S&P 500 using data from Value Line. 
[3] Based on the application of a market capitalization weighted Constant Growth 
DCF to the individual companies within the S&P 500 using data from S&P Capital 
IQ. 
[4] Based on the application of the average three-to-five-year median market 
price appreciation by Value Line for the seven weeks ended December 5, 2025 
plus an average of the median estimated dividend yield of the 1,700 firms covered 
by Value Line's Standard Edition. 

EXhibll No. MRH4

Schedule MRH-4

Page 3 0M

Atmos Energy Corporation
Market Returns

S&P 500 Market DCF - Bloomberg 18.96% [1]

500 Market DCF - Value Line 16.42% [2]

S&P 500 Market DCF - S&P Capital IQ 18.64% [3]

Average S&P 500 Market DCF 18.01%

Market DCF - Value Line Summary & Index 11.54% [4]

Average Market Return 14_77%

Notes:

[1] Based on the application ofa market capitalization weighted Constant Growth

DCF to the individual companies within the SELF 500 using data from Bloomberg
Professional.

[2] Based on the application ofa market capitalization weighted Constant Growth

DCF to the individual companies within the S&P 500 using data from Value Line.

[3] Based on the application ofa market capitalization weighted Constant Growth

DCF to the individual companies within the S&P 500 using data from Capital
IQ.

[4] Based on the application ofthe average three-to~five-year median market

price appreciation by Value Line for the seven weeks ended December S, 2025

plus an average ofthe median estimated dividend yield of the 1.700 firms covered

by Value Line's Standard Edition.



Atmos Energy Corporation 
Bloomberg and Value Line Beta Coefficients 

Exhibit NO. MRH-1 
Schedule MRH.4 

Page 4 of 4 

[ 2] 
Company Ticker Bloomberg Value Line 

Atmos Energy Corporation ATO 0.41 0.75 
Chesapeake Utilities Corporation CPK 0.35 0.70 
New Jersey Resources Corporation NJR 0.38 0.75 
NiSource Inc. NI 0.54 0.85 
Northwest Natural Holding Company NWN 0.45 0.75 
ONE Gas, Inc. OGS 0.42 0.75 
Southwest Gas Holdings, Inc. 5WX 0.58 0.75 

Mean 0.45 0.76 

Notes: 
[1] Source: Bloomberg Professional 
[2] Source: Value Line 

Exhlbll No MRH4

Schedule

Page 4 MA

Atmos Energg Corporation

Bloomberg and Value Line Beta Coefficients

[1] [2]
CC'mP3nY Bloomberg Value Line

Atmos Energy Corporation ATO 0.41 0.75

Chesapeake Utilities Corporation CPK 0.35 0.70

New Jersey Resources Corporation N]R 0.38 0.75

NiSoLlrce Inc. NI 0.54 0.85

Northwest Natural Holding Company NWN 0.45 0.75

ONE Gas, Inc. OGS 0.42 0.75

Southwest Gas Holdings, Inc. SWX 0.58 0.75

Mean 0.45 0.76

Notes:

[1] Source: Bloomberg Professional

[2] Source: Value Line



Atmos Energy Corporation 
Risk Premium Summary 

Exhibit No. MRH­ 
Schedule MRH-5 

Page 1 of 10 

Average Equity Risk Premium 

Utility Bond Yield 

Return on Equity 

Average 

Notes: 
[1] Page 2 of this Schedule. 
[2] Page 3 of this Schedule. 

5.53% 

5.63% 

11.16% 

11.15% 

5.54% 

5.61% 

11.15% 

Value Line Beta Coefficients 
Current Projected 

Moody's A3 Moody's A3 
Utility Bond Utility Bond 

Yield Yield 

[!] 5.81% 5.83% 1J 

[2] 5.63% 5.61% 2] 

11.44% 11.43% 

11.44% 

Equal Weighted Beta Coefficients 
Current Projected 

Moody's A3 Moody's A3 
Utility Bond Utility Bond 

Yield Yield 
Average Equity Risk Premium

Utility Bond Yield

Return on Equity

Average

Notes:

[1] Page 2 ofthis Schedule.

[2] Page 3 ofthis Schedule.

Atmus Energy Corporation

Rigk Premium Summam

Equal Weighted Beta Coefficients

Exhibit No. MRH4

Schedule MRH-5

Page 1 av 10

Value Line Beta Coefficients

Current Projected Current Projected

Moody's A3 Moody's A3 Mood;/'5 A3 Moody's A3

Utility Bond Utility Bond Utility Bond Utility Bond

Yield Yield Yield Yield

5.53% 5.54% [1] 5.81% 5.83% [1]

5.63% 5.51% [2] 5.63% 5.61% [2]

11.16% 11.15% 11.44% 11.43%

1 1.1 5% 1 1.44%



Atmos Energy Corporation 
Summary of Equity Risk Premium Estimates 

Equal Weighted Beta Coefficients 

Exhibit No. MRH-1 
Schedule MRH-5 

Page 2 0f 10 

Value Line Beta Coefficients 

Equity Risk Premium Applicable to the Utility 
Pro Grou 
Predicted Risk Premium Based on the S&p 
Utilities Index 

Predicted Risk Premium Based on Regression 
Analysis of Natural Gas Utility Rate Cases 1980­ 
2025 

Average 

Notes 
[1]Page 6 of this Schedule 
[2] Page 10 of this Schedule. 

Current Projected Current Projected 
Moody's A3 Moody's A3 Moody's A3 Moody's A3 
Utility Bond Utility Bond Utility Bond Utility Bond 

Yield Yield Yield Yield 

6.41% 6.42% [1] 6.97% 6.99% [1] 

4.659% 4.66% 2) 4.65% 4.66% (2) 

5.53% 5.54% 5.81% 5.83% 

Exhxbxl No. MRH-1

Schedme MRH-5

Page 2 0! 10

cuergy curuumuuu

Summary OTEQUIQ Risk Premium Esumgms

Equal Weighted Beta Coefficients Vaiue Lme Beta

Current Pmjecled Current Prujecled

Mandy's A3 Moody's A3 A3 A3

Equity Rm Premium Apphcablemlhe uumy umuynund Utihty Bond uuluy Bond umuy Bond

Proxy Group Yield mm Yield Yxeld

mama Rusk Premium Ham on the stem
6_41% 542% [1] 637% 639% [1]

Uulmes Index

Fredxcled Risk Prumium Based un Rugrcssmn

Axmym nfNalura1 Gas Unlity Rate Cases 1950 4.65% 4.55% [2] 4-55% 4 65% [2]
2025

Average 5.53% 5 54% 5.81% 5,53%

Nutcs

[1] Page 5 mm: Schedule

[2]Pzge1(\ umus Schedule.



Exhibit No MRH.1 
Schedule MRH-5 

Page 3 of 10 

Atmos Energy Corporation 
Moody's Bond Yields 

[1J (2) [3J [4] 5] 
Current Moody's A2 Current 

Moody's Aaa Current Moody's Utility/ Aaa Moody's Baa2 Moody's Baa2 
Corporate A2 Utility Bond Corporate Utility Bond Utility/ A2 Utility 
Bond Yield Yield Spread Yield Spread 

5.20% 5.56% 0.36% 5.77% 0.20% 

[6] (7 [8] [9] 
Projected Projected Current Projected 

Moody's Aaa Moody's A2 Moody's A3 Moody's A3 
Corporate Bond Utility Bond Utility Bond Utility Bond 

Yield Yield Yield Yield 
5.18% 5.54% 5.63% 5.61% 

Notes: 
[1] Source: Bloomberg Professional; 30-Day Average as of December 1, 2025 
[2] Source: Bloomberg Professional; 30-Day Average as of December 1, 2025 
[3] = [2]-[1J 
[4] Source: Bloomberg Professional; 30-Day Average as of December 1, 2025 
[5] = [4]-[2] 
[6] Projected: Blue Chip Financial Forecasts Vol. 44, No. 12, December 1, 2025 at 2 and 14 
for the six quarters ending Ql 2027, and the periods 2027-2031 and 2032-2036. 
[7) = [6] +13] 
[8]= [2]+[51/3 
[9] =[7]+151/3 

Exhibit No MRH-1

Schedule

Page 3 M10

Atmos Energy Corporation

Moody's Bond Yields

[1] [2] [3] [4] [5]
Current Moody's A2 Current

Moody's Aaa Current Moody's Utility/Aaa Moody's Baa2 Moody's Baa2

Corporate A2 Utility Bond Corporate Utility Bond Utility/A2 Utility
Bond Yield Yield Spread Yield Spread

5.20% 5.56% 0.36% 5.77% 0.20%

[6] [7] [8] [9]
Projected Projected Current Projected

Moody's Aaa Moody's A2 Moody's A3 Moody's A3

Corporate Bond Utility Bond Utility Bond Utility Bond

Yield Yield Yield Yield

5.18% 5.54% 5.63% 5.61%

Notes:

[1] Source: Bloomberg Professional; 30-Day Average as ofDecember 1, 2025

[2] Source: Bloomberg Professional; 30-DayAverage as ofDeccmbor 1,2025

[3] = [2] - [1]

[4-] Source: Bloomberg Professional; 30-Day Average as of December 1,2025

[5] = [4] - [2]

[6] Projected: Blue Chip Financial Forecasts Vol. 44-, No. 12, December 1,2025 at 2 and 14-

for the six quarters ending Q1 2027, and the periods 2027-2031 and 2032-2036.

[7] = [6] + [3]

[3] = [2] + [5] /3

[9] = [7] + [5] /3



Atmos Energy Corporation 
Moody's and S&P Issuer Ratings-- Utility Proxy Group 

Exhibit No. MRH-1 
Schedule MRH-5 

Page 4 of 10 

Company 

Atmos Energy Corporation 
Chesapeake Utilities Corporation 
New Jersey Resources Corporation 
NiSource Inc. 
Northwest Natural Holding Company 
ONE Gas, Inc. 
Southwest Gas Holdings, Inc 

Pro: Ratin 

Notes: 

Numerical 
Ticker Moody's[1] weighting [2] 

ATO A2 6.00 
CPK WR 6.SO 
NJR Al S.00 
NI Baa1 8 00 

NWN Baal 8 00 
0Gs A3 7.00 
$wy Baa1 8.00 

A3 6.93 

s&_[1J 

A­ 
NR 
NR 

BBB+ 
A+ 
A­ 

BBB+ 

A- 

Numerical 
weighting [2] 

7.00 
NA 
NA 

800 
5.00 
7.00 
8.00 

7,00 

[1]Source: S&P Global Market Intelligence; Moody's Investor Services 
Ratings are the average of each company's utility operating subsidiaries 

[2] From page S of this Schedule. 

Exhibit No

Schedule MRH-5

Page 4 oi 10

Atrnus Energy Curporzilion

and S_&_E sguer Ratings ~ Utility Proxy Gm 11

Numerical Numerical

Cnmnany Ticker Mandy's [1] Weighting [21 SM [1] Weighting [2]

Atmos Energy Curpciraticm ATO A2 6,00 A- 7.00

Chesapeake Utilities Cnrparatinn CPK WR 650 NR NA

New Icrscy Resuurces Corporation NIR A1 5.00 NR NA

NiS0urce Inc. N] Baal 8.00 BEEN 3.00

Nurlhwest Natural Hulding Cnmpany NWN Baal 8 00 A4 500

ONE Gas, Inc. DGS A3 7.00 A- 7.00

Southwest Gas Holdings, Inc SWX Baal 8.00 EEB+ 8.00

Proxy Rating A3 5.93 A-

Notes:

[1] SDu|'Ce Global Market Intelligence; Investor Services

Ratings are the average of each utility uperating siiiisiiiianes

[2] F|'CIn1 page 5 Dflilis schedule.



Exhibit No. MRH-1 
Schedule MRH.5 

Page 5 of 10 

Numerical Assignment for Moody's and Standard & Poor's Bond Ratings 

Moody's Bond Numerical Bond Standard & Poor's 
Rating Weighting Bond Rating 

Aaa 1 AAA 

Aal 2 AA+ 
Aa2 3 AA 
Aa3 4 AA­ 

Al 5 A+ 
A2 6 A 
A3 7 A­ 

Baal 8 BBB+ 
Baa2 9 BBB 
Baa3 10 BBB­ 

Ba1 11 BB+ 
Ba2 12 BB 
Ba3 13 BB­ 

BI 14 B+ 
82 15 8 
83 16 B­ 

Exmbimo MRH~1

Schedule MRH-5

Page 5 of 10

Numerical Assignment for Moody's and Standard & Bond Ratings

Moody's Bond Numerical Bond Standard & Poor's

Rating Weighting Bond Rating

Aaa 1 AAA

A31 2 AA+

Aa2 3 AA

Aa3 4 AA-

A1 5 A+

AZ 6 A

A3 7 A-

Baal 8 BBB+

Baa2 9 BBB

Baa3 10 BBB-

Bal 11 1313+

BaZ 12 BB

Ba3 13 BB-

B1 14 B+

B2 15 B

B3 16 B-



Atmos Energy Corporation 
Summary of Equity Risk Premium Estimates Based on the S&P Utilities Index 

Exhibit No. MRH-1 
Schedule MRH-5 

Page 6 of 10 

Equal Weighted Beta Coefficients Value Line Beta Coefficients 
Current Projected Current Projected 
Moody's Moody's Moody's Moody's 

Utility Bond Utility Bond Utility Bond Utihty Bond 
Equity Risk Premium Yield Yield Yield Yield 
Predicted Risk Premium Based on Constant Growth 

6.21% 6.23% [1J 6.21% 6.23% [1) DCF Applied to S&P Utilities Index 

Predicted Risk Premium Based on CAPM Applied to 
6.61% 6.61% I2J 7,74% 7759% (3 S&P Utilities Index 

S&P Utilities Index Derived Risk Premium Based on 
Moody's A3 Rating 6.41% 6.42% 6.97% 6.999% 

Notes. 
[1]Page 7 of this Schedule. 
[2] Page 8 of this Schedule. 
[3] Page 9 of this Schedule. 

Exhibxt Na. MRH-1

Schedme MRH-5

Page 6 0110

e Beta Coelhclengual weighted Beta Value

Currcnv. Projected Current Projccted
MuDdy"S Muudg/'5

Uu|ityBum.| Uumy annd Utility Rand Utihty Bond

Equity Rxsk Premium Yicld Yield Yield VIEM

Predicted Rvsk Premium Based On Constant Growth

nCFApp|1ed Lu sew Utilmeslndex
5'23"/" 611% 513% [1]

Predmled Risk Premium Based on CAFM Applied to
MM 6 61% '2' 174% 7.75% [3]saw Uulmes Index

Utilities Index Denved Risk Premium Based on

A3 nanng

Notes.

[1] Page 7 mm; Snhedule.

[21 Page a afllus Schedulu.

[3\ Page 9 mm: Schedule.



Exhibit No. MH. 
Schedule MRH.5 

Page 7 of 10 

Atmos Energy Corporation 
S&P Utilities Index DCE-Derived Equity Risk Premium 

Ex-Ante Return 
S&P Utilities Index DCF - Bloomberg 

S&P Utilities Index DCF - Value Line 

S&P Utilities Index DCF -S&P Capital IQ 

Average 

Current Moody's A3 Utility Bond Yield 

Projected Moody's A3 Utility Bond Yield 

Risk Premium over Current Moody's A3 Utility Bond Yield 

Risk Premium over Projected Moody's A3 Utility Bond Yield 

Notes: 

11.53% [1] 

12.20% [2] 

11.79% [3] 

11.84% [4] 

5.63% [SJ 

5.61 % [6] 

6.21% [7J 

6.23% [8] 

fl] Based on the application of a market capitalization weighted Constant 
Growth DCF to the individual companies within the S&P Utilities Index using 
data from Bloomberg Professional. 
[2] Based on the application of a market capitalization weighted Constant 
Growth DCF to the individual companies within the S&P Utilities Index using 
data from Value Line. 
[3] Based on the application of a market capitalization weighted Constant 
Growth DCF to the individual companies within the S&P Utilities Index using 
data from S&P Capital IQ Pro. 
[4] Average of [1], [2], [3] 
[5] From page 3 of this Schedule; Column [8] 
[6] From page 3 of this Schedule; Column [9] 
[7] = [4]-[5] 
[8] = [4]-[6] 

Exhibit No. MRH-1

Schedule MRH~5

Page 7 ol 1::

Atmos Energy Corporation
S&P Utilities Index DCF-Derived Eouitv Risk Premium

Ex-Ante Return

S&P Utilities Index DCF ~ Bloomberg 11.53% [1]

S&P Utilities Index DCF - Value Line 12.20% [2]

S&P Utilities Index DCF - S&P Capital IQ 11.79% [3]

Average 11.84% [4]

Current Moody's A3 Utility Bond Yield 5.63% [5]

Projected Moody's A3 Utility Bond Yield 5.61% [6]

Risk Premium over Current Moody's A3 Utility Bond Yield 6.21% [7]

Risk Premium over Projected Moody's A3 Utility Bond Yield 6.23% [8]

Notes:

[1] Based on the application ofa market capitalization weighted Constant

Growth DCF to the individual companies within the S&P Utilities Index using
data from Bloomberg Professional.

[2] Based on the application ofa market capitalization weighted Constant

Growth DCF to the individual companies within the S&P Utilities Index using
data from Value Line.

[3] Based on the application ofa market capitalization weighted Constant

Growth DCF to the individual companies within the S&P Utilities Index using
data from Capital IQ Pro.

[4] Average of[1], [2]. [3]

[5] From page 3 ofthis Schedule; Column [8]

[6] From page 3 ofthis Schedule; Column [9]

[7] = [4] - I5]

[8] = [41 - [61
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Premium

El
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[3]

W

[5]

[51

[7]

Return
on

the

Return
on

the

Average

Average

sat?

Utilities

Utilities

Beta

Market

Risk-Free
Market
Risk

Index
Based

Index
Based

Company

(Inefficient

Return

Rate

Premium

on

CAPM

on

ECAPM

Average

Utilities
Index

Current
Risk-Free
Rate

0.71

14.77%

4.66%

10.11%

11.37%

12.60%

12.24%

Utilities
Index

Projected
Risk-Free
Rate

0.71

14.77%

4.60%

1D.17%

11.36%

12.58%

12.22%

Current
Mandy's
A3

Utility
Bond
Yield

5.63%

[3]

Projected
Mandy's
A3

Utility
Bond
Yield

5.61%

[9]

Risk

Premium
over

Current
Mandy's
A3

Utility
Bond
Yield

6.61%

[10]

Risk

Premium
nver

Pro]ected

A3

Utility
Bond
Yield

5.51%

[11]

Notes: [1]

Average
nfweighted
Beta

coefficients
fer

the

S&P

Utilities
lndex
based
on

data
from

Elrmmherg
Professional
and

Value
Lirie.

[2]

source:
Page
3

titschedule
MRH-4.

[3]

Source:
Page
1

afschcdulc
MRHA4.

[4]

Equals
[2]

[3]

[5] [5]

Equals
[(14]
x

[1])x0.75]
+

[[4]
X

0.25)]
+

[3]

[7]

Average
[5],
[is]

[3]

From
page
3

nfthis
Schedule;
Column
[8]

[9]

From
page
3

tirthis
Schedule;
Column
[9]

[1

0]

=

Average
indicated
return
on

the

SKIP

Utilities
Index
[[7]]
based
on

current
risk-free
rate

minus
ciirrerit

Moody's
A3

utility
band
yield
[[8]]

[11]
=

Average
indicated
return
on

the

S&P

Utilities
Index
[[7]]
based
on

prujertetl
riskvfree
rate

minus
projected

A3

utility
bond
yield
[[9]]
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Atmos
Ener

Cor

oration

[1]

[2]

l3]

[4]

l5]

[6]

[11

Return
on

the

Return
on

the

Value
Line

Average

Utilities

58:?

Utilities

Bela

Market

Risk-Free

Market
Ri<k

Index
Based

Index
Based

Company

Coefficient

Return

Rate

Premium

on

CAPM

on

ECAPM

Average

S&P

Utilities
Index

-

Currcllt

Rate

0.84

14.77%

4.66%

10.11%

13.1
7%

13.57%

13.37%

S&P

Utilities
Index

-

Pro]ccted

Rate

0.84

14.77%

4.60%

10.17%

13.16%

13.56%

13.36%

Current

A3

Utility
Bond
Yield

5.53%

[8]

Projected
Moudy's
A3

Utility
Band
Yield

5.61%

[9]

Risk

Premium
uver

Current

A3

Utility
Bund
Yield

7.74%

[10]

Risk
Prem

m

over

Projected
Mandy's
A3

Utility
Bond
Yield

7.75%

[11]

Notes: [1]

Average
nfwelghted
Beta

coefficients
tor
the

53.?

Utilities
Index
based

nn

data
lrom
Value
Line.

[2]

Source:
Page
3

nfschedule
MRH-4.

[3]

Source:
Page
1

orschedule
MRI]-4.

[4]

Equals
[Z]

-

[3]

[5]

Equals
[4]
x

[1]

+

[3]

[5]

Equals
[[[4]
x

[1]]
x

0.75]
+

[[4]
x

0.25)]
+

[3]

[7]

Average
[5],
[6]

[8]

From
page
3

ofthis
Schedule;
Column
[8]

[9]

From
page
3

oftllis
schedule;
column
[9]

[10]
=

Average
indicated

return
on

the

sad?

Utilities
Index
[[7]]
hased
on

current
rlsletroc
rate

minus
current

Moody's
A3

utility
bond
yield
[[3]]

[11]
=

Average
indicated
return
on

the

slap
Uti

tres

Index
[[7]]
based

un

projected
risk-free
rate

minus
projected

A3

utility
bond
yield
([9])

E><hlbitNo MRH-I

Schedule MRH-5
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Atmos Energy Corporation 
Risk Premium Based on Authorized Returns 1980- 2025 

9.00 
8.00 ♦ F 7.00 

E , 6.00 
E 
q 5.00 • a. 
4.00 
ii, 
s 3.00 
± 3 200 
l 

1.00 

0.00 
2.00 4.00 

y=-04795x + 7.3508 
R =0.879 

6.00 8.00 10.00 12.00 14.00 16.00 
Moody's A3 Utility Bond Yields (%) 

Current Moody's 
A3 Utility Bond 
Yield 
Projected Moody's 
A3 Utility Bond 
Yield 

Notes: 

7.3508 % -0.4795 % 5.61 % 4.66 % 

(1] 2] 3] [4] 

Moody's A3 
Utility Bond Equity Risk 

Constant Slope Yield Premium 

7.3508 % -0.4795 % 5.63 % 4.65 % 

[1] Constant derived from a linear regression of equity risk premiums and 
monthly Moody's A3 utility bond yields; equity risk premium calculated as 
authorized R0Es for natural gas distribution utilities less monthly Moody's A3 
utility bond yields available on date of order. 
[2] Slope derived from a linear regression of equity risk premiums and monthly 
Moody's A3 utility bond yields; equity risk premium calculated as authorized 
ROEs for natural gas distribution utilities less monthly Moody's A3 utility bond 
yields available on date of order. 
[3] Source: Page 3 of this Schedule; Columns [8], [9] 
[+] = [1]+ ([2Ix[3)) 

Source: Regulatory Research Associates. 

Exhibit No. MRH4

Schedule MRH-5

Page 10 at 10

Atmos Energg Corporation
Risk Premium Based on Authorized Returns 1980 - 2025

9.00

A

2.00
,

5 7.00

5.00

5.00 .

4.00

y : A0.4795x + 7.3508

ty

Risk

Premium
OO

E. 2.00
.0

1.00

0.00

2.00 4.00 6.00 8.00 10.00 12.00 14.00 16.00

Moody's A3 Utility Bond Vields ($6)

[1] [2] [3] [4]

Moody's A3

Utility Bond Equity Risk

Constant Slope Yield Premium

Current Moody's
A3 Utility Bond

Yield 7.3508 % % 5.63 % 4-.65 %

Projected Moody's
A3 Utility Bond

Yield 7,3508 % ~0.479S % 5.61 % 4-.66 %

Notes:

[1] Constant derived from a linear regression of equity risk premiums and

monthly Moody's A3 utility bond yields; equity risk premium calculated as

authorized ROEs for natural gas distribution utilities less monthly Moody's A3

utility bond yields available on date of order.

[2] Slope derived from a linear regression of equity risk premiums and monthly

Moody's A3 utility bond yields: equity risk premium calculated as authorized

ROES for natural gas distribution utilities less monthly Moody's A3 utility bond

yields available on date oforder.

[3] Source: Page 3 ofthis Schedule; Columns [8], [9]

[4] = [1] + ( [2] X [3]]

Source: Regulatory Research Associates.



Atmos Energy Corporation 
Small Size Premium 
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Atmos Energy Corporation 
Median Market to Book for Utility Proxy Group 
Atmos Energy Corporation Implied Market Cap 

Company Name 
Atmos Energy Corporation 
Chesapeake Utilities Corporation 
New Jersey Resources Corporation 
NiSource Inc. 
Northwest Natural Holding Company 
ONE Gas, Inc. 
Southwest Gas Holdings, Inc. 
Median 

[I 
(5MI) 

$784.60 
1.94 

$1,523.89 

[2J [] 
Marker Cap Market to Book 

Ticker (SMiI) Ratio 
ATO $28,201.8 2.09 
CPK $3,154.0 2.07 
NJR $4,647.2 1.94 
NI $20,555.8 2.26 

NWN $1,911.4 1.37 
OGS $4,918.9 1.55 
swx $5,802.8 1.47 

$4,918.90 1.94 

Market Capitalization ($Mi) [] 

Decile Low High Size Premium 
1 $ 47,156.530 $ 3,522,211.140 -0.01% 
2 $ 20,191.220 $ 46,949.060 0.33% 
3 $ 9,937.940 $ 20,178.360 0.49% 
4 $ 6,196.710 $ 9,937.350 0.50% 
5 $ 3,948.050 $ 6,181.270 0.74% 
6 $ 2,481.780 $ 3,946.150 1.00% 
7 $ 1,422.890 $ 2,464.500 1.19% 
8 $ 731.190 $ 1,417.450 0.88% 
9 $ 304.620 $ 729.920 1.73% 
10 $ 1.110 $ 304.480 4.47% 

Proxy Group Size Premium 
7th Decile Size Premium 
Difference from Proxy Group 

Notes: 
[1] Rate Base Multiplied by Common Equity Ratio 
[2] Source: Bloomberg Professional, 30-day average 
[3] Source: Bloomberg Professional, 30-day average 
[4] Source: Kroll 2025 Cost of Capital Navigator 

$ 
$ 

4,918.901 
1,523.892 

0.74% 
1.19% 
0.45% 

Exhibit No.

Schedule MRH-6

Page 1 of1

ze Premium

[1]
[min

Atmos Energy Corporation $784.60
Median Market to Book far Unlity Proxy Group 1.94

Atmus Energy Curpuratian Impiled Market Cap $1,523.89

I2] I3]
Market Cap Market to Book

Company Name Ticker [SMiI) Ratio

Atmos Energy Corporation ATO $2a,2o1.a 2.09

Chesapeake Utilities Corporation CPK $3,154.0 107

New [ersey Resources Corporation NIR 54,547.: 1.94

N)Source Inc. NI $Z0,555.8 2.26

Northwest Natural Holding Company NWN $1,911.4 1.37

ONE Gas. Inc. DGS 1.55

Southwest Gas Holdings, Inc. SWX $5.802.8 1.47

Median $4,918.90 1.94

Market Capitalization [SW0 [4]

Decile Low High Size Premium

1 S 4-7.156.530 S 3,522,211.140
2 $ 20191120 $ 46.949060 0.33%

3 3 9.937.940 $ 20,178.36!) 0.49%

4 S 6.196.710 $ 9.937.350 0.50%

5 $ 3.948.050 $ 6.181.270 0.74%

6 $ 2.481.730 $ 3.946.150 1.00%

7 $ 1.422.890 5 2,464,500 1.19%

8 $ 731.190 5 1.417.450 0.88%

9 $ 304.620 $ 729.920 1.73%

10 $ 1.110 $ 304.480 4.47%

Proxy Group Size Premium 3% 4.918.901 0.74%

7th Decile Size Premium $ 1.523.892 1.19%

Difference fram Proxy Group 0.45%

Nutes:

[1] Rate Ease Multiplied by Common Equity Ratio

[2] Snurce: Blunmberg Professional. average

[3] Source: Bloomberg Prnfessionai, 30-day average

[4] Source: Krall 2025 Cost ufcapuai Navigator
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Atmos Energy Corporation 
Notes to Accompany the 

Derivation of the Flotation Cost Adjustment to the Cost of Common Equity 

(1) Atmos Energy Corporation SEC Filings, Company-provided. 

(2} Column 5+Column 1. 

(3) Column 4- Column S. 

(4) Column 6 + Column 4. 

(S} Using the average growth rate from Schedule MRH-3. 

(6) Adjustment for flotation costs based on adjusting the average DCF constant growth 
cost rate in accordance with the following: 

D(I + 0.5g) = p.rs 

where g is the growth factor and Fis the percentage of flotation costs. 

(7) Flotation cost adjustment of 0.04% equals the difference between the flotation 
adjusted average DCF cost rate of 10.51 % and the unadjusted average DCF cost rate 
of 10.47% of the Utility Proxy Group. 

Sources of Information: 

Company SEC Filings; Company-Provided 

Exhibit No.

Schedule MRH-7

Page 2 of 2

Atmos Energy Corporation
Notes to Accompany the

Derivation of the Flotation Cost Adiustment to the Cost of Common Eouitv

[1) Atmos Energy Corporation SEC Filings, Company-provided.

(2) Column 5 + Column 1.

[3] Column 4- - Column 5.

[4) Column 6 % Column 4.

(5] Using the average growth rate from Schedule

[6] Adjustment for costs based on adjusting the average DCF constant growth
cost rate in accordance with the following:

:

D(1+0.5g)
+

F)
K g,

where g is the growth factor and F is the percentage costs.

[7] Flotation cost adjustment of 0.04% equals the difference between the

adjusted average DCF cost rate of 10.51% and the unadjusted average DCF cost rate

of 10.47% ofthe Utility Proxy Group.

Sources of Information:

Company SEC Filings; Company-Provided
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