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witness who sponsors the accompanying testimony entitled "Surrebuttal Testimony
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and/or under her direction and supeNision; that if inquires were. made as to the
facts in said testimony and schedules. she would respond as therein set forth; and
that the aforesaid testimony and schedules are true and correct to the best of her
knowledge.
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State of New Jersey
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SUBSCRIBED and sworn to /) ..
Before me this ~tL day Ofu;p.;i < 2010.
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I. INTRODUCTION

Please state your name, occupation and business address.

My name is Pauline M. Ahern and I am a Principal of AUS Consultants. My

·business address is 155 Gaither Drive. Suite A, Mount Laurel, New Jersey

08054.

Are you the same Pauline M. Ahern who previously. submitted direct and

rebuttal testimonies in this proceeding?

Yes, I am.

What is the purpose of this testimony? .

The purpose of this testimony is to respond to the rebuttal testimony of David

Murray, witness for the Missouri Public Service Commission Staff (the Staff).

'I will respond his criticisms of my recommended common equity cost rate.

Have you prepared schedules in support of your surrebuttal testimony?

Yes, I have, They have been marked for identification as Schedules PMA-24

and PMA-25.

II. SUMMARY

Please briefly summarize your testimony.

This testimony focuses upon Mr. Murray's misplaced criticisms of my

recommended common equity cost rate..

With regard to common equity cost rate, I will first clarify Mr.

Murray's misstatement as to how I developed my recommended common

equity cost rate. In addition, I will reiterate evidence from my direct testimony

1
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which supports the difference in the results of the application of the

Discounted Cash Flow Model (DCF), RJsk Premium Model (RPM), Capital

Asset Pricing Model (CAPM) and Comparable Earnings Model (CEM). I will

also demonstrate why Mr. Murray's use of third party analyses to support his

recommended overall rate of return and common equity is unfounded. I will

show that his criticisms of my methodologies, specifically: 1) the use of

multiple 'cost of common equity cost rate models; 2) the use of forecasted

yields in the RPM and CAPM; 3) the use of the arithmetic mean equity risk

premium in the RPM and CAPM; 4) the use of the income return on long­

term U.S. Treasury securities in the CAPM; 5) the use of the Empirical CAPM

(ECAPM); and 6) the use of the CEM. are misplaced. Consequently, Mr.

Murray's common equity cost rate recommendation is contrary to regulatory

consensus and common sense. The cost rate for common equity capital is

not, ~and should not be, the result of a mechanical application of essentially

pne cost of equity model.

III. RESPONSE TO STAFF WITNESS,DAVID MURRAY'S COMMENTS

On page 11, Jines 18 through 22, of his rebuttal testimony Mr. Murray claims

that you "calculated a simple average of the cost of equity estimation

methodologies" for both your water arid natural gas utility proxy groups.

Please comment.

Mr. Murray is incorrect. In arriving at an indicated common equity cost rate

for each proxy group, I not only evaluated the "simple average" or mean, but

2
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also the midpoint of the ranges of common equity cost rates as well as the

. median of the common equity cost rates developed by each methodology.

On page 12, lines 2 through 8, of his rebuttal testimony, Mr. Murray makes

the. assertion that the difference in your indicated costs of common equity for

the water utility proxy group relative to the natural gas utility proxy group is

.due to "inappropriate inputs. . . rather than actual cost of [common] equity

differences in the capital markets." Please comment.

First, the inputs for each model were identical for each group so any bias in

the results due to "inappropriate inputs" perceived by Mr. Murray affects the

·results of the application of the cost of common equity models to both proxy

groups. The only difference was that f did not rely upon the CEM results of

21.00% for the natural gas utilities for reasons explained at page 65, lines 6

through 10 of my direct testimony, namely that 21.00% is an outlier when

'compared with the CEM results for the water utility proxy group and the

results of the application of the DCF, the RPM and the CAPM.

Nevertheless, there is ample evidence in my direct testimony as to

why the .capital markets may require a higher cost of common equity for

water utilities than for natural gas utilities. Water companies are

approximately four times as capital intensive as natural gas distribution

companies. At discussed on page 8 , line 34 through page 9, line 2 of my

direct testimony, it took $3.44 of net utility plant on average for the water

industry to produce $1.00 in operating revenues in 2008 or roughly four times

3
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the $0.8-9 of net utility plant per $1.00 in operating revenues for the natural

gas distribution industry. In addition, as discussed on page 11, lines 24

through 27 of my direct testimony, depreciation rates for the water utility

industry as a whole of 2.5% in 2008 are approximately 63% those of the

natural gas distribution industry as a whole of 4.0%. Consequently, the

greater capital intensity and lower depreciation rates of water utilities

presents significant challenges in obtaining needed capital to finance the

replacement of aging infrastructure and to meet the demands of customer

_growth. The lower depreciation rates, as one of the principal sources of

internal cash flows for all utilities, mean that water utility depreciation as a

source of internally generated cash is far less than for the other utility

industries. In view of the foregoing, water utilities face greater risk than do

the energy utilities due to inflation which results in a higher replacement cost

per dollar of net plant than for other types of utilities.

Also, the smaller size of water utilities, as represented by my water

utility proxy grouP. relative to that of gas utilities, as represented by my

natural gas distribution utility proxy group, indicates greater risk for water

utilities, because. as discussed in detail in both my direct testimony at pages

14 through 18 and again in my rebuttal testimony at pages 27 through 28, all

else eq~al, size has a bearing on risk and must be reflected in a

recommended common equity cost rate. As shown in Table 3 on page 16 of

my direct testimony the proxy group of gas distribution companies, at $1.464

4



,billion in market capitalization, is nearly twice as large on average as the

proxy group of water companies at $769.035 million.

The proxy group of water utilities also exhibits greater average·

systema~ic, i.e. market or non-diversifiable, risk than the proxy group of gas

'distribution companies as demonstrated by the water utility average I median

beta of 0.78 I 0.80 .compared with the average I median beta of the gas

distribution proxy group of 0.66 I 0.65. Furthermore, as shown on Schedule

PMA-11" page 2, the average Moody's bond rating of the water utility proxy

'group is A2 While that of the gas utility proxy group is A3 and the average

Standard & Poor's (S&P) bond rating is A+ for the water group and A for the

gas distribution group, indicating slightly greater bond default risk. In

addition, while both groups share an average "Excellent' business risk profile

as assigned by sap, the water group'sfinancial risk profile is "Intermediate",

while that of the gas utility group is on average "Significant".

These factors all provide support for "actual cost of [common] equity

differences in the capital markets an~ the differences in the indicated

common equity cost rates resulting from my applications of the DCF, RPM,

CAPM and CEM are not "a function of inappropriate inputs."

On page 13, line 15 through page 17, line 5, of his direct testimony, Mr.

Murray discusses your DCF application. ,Please comment.

Mr. Murray's discussion is based upon a criticism of the use of analysts'

earnings per share (EPS) long-term growth forecasts which I utilized in my

5



DCF application. He reiterates the concerns discussed in his direct testimony

rel~tive to the sustainability of such growth rates by comparing them with

average growth in the U. S. economy as measured by projected GOP

growth..My rebuttal testimony already addressed the fact that U.S. GOP

growth is an average of the growth of the U.S. economy as a whole, with

some sectors I industries growing at a faster pace and some at a slower

pace as discussed on page 12, 'line 12 through page 13, line 11 and

demonstrated on Schedule PMA-15,

Also, as noted in my rebuttal testimony, at page 11, line 17 through

page12, line 10, Staff did not voice such concerns about analysts' projected

EPS growth rates in previous MAWC rate cases, when projected growth in

GDP was also lower than the then current analysts' EPS growth rate'

projections,

Finally, Mr. Murray's rebuttal testimony is silent about the support

provided in my direct testimony that earnings expectations based upon

analysts' earnings growth forecasts have a significant influence on market

prices and, therefore, appreciation of the "growth" experienced by investors.

The accuracy or sustainability of such forecasts of EPS growth is irrelevant

after the fact. What is relevant is that they reflect widely held expectations

and are influential and consistent with current stock price levels. It is investor

expectations which are being reflected in market prices.. As Morin notes1 "it

is the consensus forecast that is embedded in price and therefore in required

6
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return. and not the future as it will turn out to be." In addition, my direct

testimony on pages 38 through 41 presents academic I empirical support for

the superiority of analysts' EPS growth forecasts.

On page 16, lines 3 through 21, of his direct testimony. Mr. Murray discusses

research reports he reviewed relative to "Iong.term expected sustainable

growth rates for investments in regulated water utility companies." Please

comment.

Given that the superiority of analysts' EPS long-term growth forecasts for use

in a DCF analysis has been demonstrated academically and empirically as

discussed above and my direct testimony re'ative to their influence on

investors' pricing decisions, it is both interesting and relevant that the

Macquarie Research (Macquarie) report provided in re~ponse to Staff Data

Request No. 107-R97 and provided as Attachment B contradicts Mr.

Murray's rebuttal testimony in distinct ways.

First, on Attachment B-1, Macquarie states that it "believe[s] that an

8-10% EPS CAGR [compound annual growth rate} is achievable longer

term." Specifically, for American Water Works, Macquarie notes on

Attachment 8-14 that it expects a 14% EPS CAGR through 2012 and long­

term EPR growth at 7-10%.

Second, stated on Attachment 8-6 relative to the consolidation in the

water utility industry which Mr. Murray "believes" is a "reason for near-term

higher expected growth rates in both EPS and DPS for water utilities", as he

Roger A. Morin, New Regulatory Finance,ilPublic Utilities Reports. Inc.• 2006) 298.
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states on page 14, lines 13 - 17, Macquarie "warn[s] that historically large

acquisitions proved detrimental to earnings growth and realized ROEs of US

'water utilities" due in large part to regulatory lag and the "serious drag" it

places on earnings.

Third, the November 24, 2008 Society Generale equity research

report provided in response to Staff Data Request No. 107-R104 provided by

°Mr. Murray as Attachment D-1, while providing a 7.5% cost of common

equity estimate (without any discussion of the underlying assumptions or

description of how it was derived) nevertheless, states on Attachment 0-19,

that after 2009, "we expect [dividend] payout to stabilize at around 70%,

which shOUld make possible a 12% increase in dividend p. a.''' (emphasis

added)

In view of all the foregoing, Mr. Murray's criticism of the use of

analysts" EPS long-term 0 growth forecasts in a DCF analysis ;s unfounded,

unsupported and should be disregarded.

At page 17, line 19 through page 19, line 17 of his rebuttal testimony Mr.

Murray discusses MAWC's response to Staff Data Request No. 109. Please

comment.

'MAWC's response to Staff Data Request Nos. 109-R1 and 109-R2 were

confidential valuation studies conducted by Duff & Phelps, LLC (D&P) as of

November 30, 2008 and November 30,2009. It is inappropriate to rely upon

D&P's conclusions to test the reasonableness of either Mr. Murray's or my

8
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** Regarding fundamental

betas, Morin3 states:

The fundamental beta of a security is the weighted average
of its relative response coefficients, each weighted by the
proportion of total variance in market returns due to that
specific event. To compute· fundamental beta, it is
necessary to consider the sources of economic events, to
project the reaction of the security to such moves, and to
assign probabilities to the likelihood of each possible type of
economic event.

To forecast fundamental betas, Rosenberg uses a multiple
regression equation similar to. Equation 3·12, but with
considerably more variables. A vast array of variables on
market variability, earnings variability, financial risk, size
growth, and a multitude of company and industry
characteristics is used to capture differences between betas
of various companies and industries. Fundamental betas,
which are commercially available from the firm of BARRA,
are of the form:

The weightings are based on historical estimates. The
advantage of the approach is that it uses fundamental
company data that are related to risk. The disadvantage is
that the final regression equation 3-13 is arbitrary. (italics
added for emphasis.)

Moreover, the BARRA betas used by D&P reflect market conditions of

November 30, 2008 and November 30, 2009 and are therefore outdated. In

Roger A. Morin, New RegUlatory Finance, Public Utilities Reports. Inc., 2006, p.86.
11
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addition, to the best of my knowledge and experience in regulatory

ratemaking over the last twenty-plus years, I cannot recall ever seeing

BARRA betas used for setting an authorized return rate on common equity

·for a regulated utility. In my opinion, the Value Line Investment Survey betas

utilized by Mr. Murray and myself are more appropriate .for a CAPM analysis

for ratemaking and cost of capital purposes.
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• 1 However, these results are applicable to the large, less business risky

2 D&P guideline companies and therefore do not reflect the greater business

3 risk due to MAWC's smaller relative size. As discussed in detail in my direct

4 testimony at pages 14 through 18 and again in my· rebuttal testimony at

5 pages 27 through 28, all else equal, size has a bearing risk and must be

6 reflecting in a recommended common equity cost rate. 'Ric
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At lines 3 through 22 on page 21 of his rebuttal testimony, Mr. Murray

4 criticizes your testimony regarding the need to rely upon more than one cost

5 of common equity model. Please comment.

6 A. He does so without responding to the substantial academic and regulatory

7 support found on pages 25 through 35 of my direct testimony for the use of

11 equity models in formulating their required rates of return as discussed in my

8 multiple cost of common equity models and ignoring the Efficient Market

9 Hypothesis (EMH) upon which all cost of common equity models are

10 premised6 which confirms that investors rely upon multiple cost of common

• 12 direct testimony at page 24, lines 5, through 17. My direct testimony

13 provides, at page 25, line 1 through page 27, line 31, academic support from

14 Charles F. Phillips, Jr. and Roger A. Morin, who cites Eugene F. Brigham

15 and Stewart Myers, that multiple cost of common equity cost rate models

16 should be utilized when assessing investors' required returns. As stated in

17 my direct testimony, at page 27, lines 28 through 3,1, U[i)n view of the

18 foregoing, it is clear that investors are or should be aware of all of the models

19 available for use in determining a common equity cost rate. The EMH

20 requires the assumption that, collectively, investors consider them all."

21 Nevertheless, in disregard of this support for the.use of multiple cost

•
6 Mr. Murray, later in his rebuttal testimony. invokes the EMH relative to his concerns with the

RPM.
17
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of common equity models, Mr. Murray again relies upon "other available

financial information to test the reasonableness of a recommendation, once

again citing the Missouri State Employees' Retirement System's (MOSERS)

report. My rebuttal testimony, on page 23, line 23 through page 25, line 1

has already addressed the MOSERS' expected return for large cap domestic

studies, concluding that it has no relevance to the determination of a

common equity cost rate relative to a single asseVsecurity such as MAWC's

.rate base.

In addition, since Mr. Murray did not explain his "~ule of thumb" test to

determine if his cost of common equity estimate was within reason and since

this surrebuttal testimony has demonstrated that the equity analysts'

-research reports studied by Mr. Murray and provided in his rebuttal exhibit do

not support the reasonableness of his approach to the determination of a

recommended common equity cost rate of 9.25%, his comments on page 21

should be rejected.

On page 22, lines 3 through 14 and page 26, lines 20 through 22 of his

rebuttal testimony, Mr. Murray discusses his disagreement with your use of

forecasted yields in the RPM and the CAPM. Please comment.

As discussed in. my rebuttal testimony and previously in this testimony,

ratemaking and the cost of capital are both prospective. Therefore, the

18
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2 addition Roger A. Morin states7
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Because of the dominance of institutional investors and their
influence on individual investors, analysts' forecasts of long­
run growth ·rates provide a sound basis for estimating
required returns. Financial analysts exert a strong influence
on the expectations of many investors who do not possess
the resources to make their own forecasts, that is, they are a
cause of g. The accuracy of these forecasts in the sense of
whether they turn out to be correct is not at issue here, as
long as they reflect widely held expectations. As long as the
forecasts are typical and/or influential in that they are
consistent with current stock price levels, they are relevant.
The use of analysts' forecasts in the DCF model is
sometimes denounced on the grounds that it is difficult to
forecast earnings and dividends for only one year, let alone
for longer time periods, This objection is unfounded,
however, because it is present investors expectations that
are being priced; it is the consensus forecast that is
embedded in price and therefore in required return, and not
the future as it will turn out to be..

'* * *

Academic research confirms the superiority of analysts'
earnings forecasts over univariate time-series forecasts that
rely on history. This latter category includes many ad hoc
forecasts from statistical models, ranging from the na'ive
methods of simple averages, moving averages, etc. to the
sophisticated time-series techniques such as the Box­
Jenkins modeling techniques. The literature suggests that
analysts' earnings forecasts incorporate all the public
information available to the analysts and the public at the
time the forecasts are released. This finding implies that
analysts have already factored historical growth trends into
their forecast growth rates, making reliance on historical
growth rates somewhat redundant and, at worst, potentially
double counting growth rates which are irrelevant to future
expectations. Furthermore, these forecasts are ·statistically
more accurate than forecasts based solely on historical
earnings, dividends, book value equity, and the like.

Id., at pp. 2.98-299.
19
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Although the foregoing quote by Morin is relative to analysts' growth rate

projecti~ns, the principles apply equally to interest rate projections. Financial

"analysts do exert a strong influence on the expectations of investors, whether

it be with forecasts of growth far use in the DCF or forecasts of interest rate

levels. Not only do analysts' earnings forecasts incorporate all the pU9lic

information available to them and the public at the time of the forecasts, so

"do analysts' forecasts of interest rate levels. Therefore, the use of current

yields in the RPM and CAPM is not appropriate. Rather, forecasts of

corporate. public utility and U.S. Treasury bond yields are appropriate.

Mr. Murray states at Jines 11 through 14 on page 22 of his rebuttal testimony

that U[uJsing projected bond yield is akin to using projected stock prices when

estimating the cost of [common] equity using the DCF m"ethodology," Please

comment.

Once again, Mr. Murray is incorrect. First. the theory underlying the DCF

model is that the present value of an expected future stream of net cash

flows during the investment holding period can be determined by discounting

the cash flows at the cost of capital, at the investors' capitalization rate. DCF

theory indicates that an investor buys a stock for an expected total return rate

which is derived from cash flows received in the form of dividends plus

appreciation in market price, i.e., a future stock price. Note however, in both

20
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Mr. Murray's and my applications, the investment horizon is infinity and there

is no terminal market price.

Second, the use of projected bond yields in both the RPM and CAPM

.is more akin to the use of a future dividend yield, Le., D1/2 or 01 and the use

of a growth rate, whether based upon historical and/or projected growth as a

proxy for the investors' expected growth in dividends. Moreover, interest rate

forecasts are available to investors.. The use of projected bond yields

.therefore does not violate the underlying premise of the EMH. To the

contrary, the use of projected bond yields is both ,consistent with and

required by the EMH. Mr. Murray's comments should be disregarded.

Q. Mr. Murray criticizes your use of arithmetic means in your RPM and CAPM

'analyses on pages 22 and 24, respectively, of his rebuttal testimony. Please

comment.

A. On pages 22 through 25 of his rebuttal testimony, Mr. Murray provides an

example, to support his contention that using the arithmetic mean is

'questionable. However, Mr. Murray's mathematical example is questionable

because it does not take into account the probability of each outcome, Le.,

an increase of 50% in one year and a decrease of 50% in another. As noted

in my rebuttal testimony, at page 20, line 14 through page 21, line 11, the

financial literature is quite clear that risk is measured by the variability of

expected returns, Le., the probability distribution of returns. The arithmetic

mean return and not the geometric mean return provides insight into the

21
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variance and standard deviation of returns, Le., risk, without which investors

cannot meaningfully evaluate prospective risk. An example, similar to Mr.

Murray's, is given on page 2 of Schedule PMA~18 which demonstrates that

the proper expected value is predicted by compounding the arithmetic mean

and not the geometric mean. In other words, it is the arithmetic mean which

must be compounded over a' period of time in order to achieve the terminal

wealth value which gives rise to the compound average or geometric return.

As noted on page 3 of Schedule PMA-18, "[t]he arithmetic mean equates the

expected future value with the present value; it is therefore the appropriate

discount rate. "

Q. At page '28, line 14 through page 29, line 11 of his rebuttal testimony, Mr.

Murray criticizes your use of the CEM. He states at page 28, lines 20

through 21, "if the allowed returns are set based on expected returns, then it

is possible that these returns will be based on returns that are not consistent

with the long-term required returns on common equity, Le., required ROE.

A. This statement by Mr. Murray indicates a lack of understanding of the market

prices paid by investors. The DCF model upon which he relies ;5 based

entirely upon investor expectations. Sometimes those expectations are met;

sometimes returns are greater than expected: and sometimes returns are

less than expected. However, it is the expectations of those returns that

influence the market prices that investors pay.
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Moreover, the CEM has a long, well-established history in utility

ratemaking and is based upon the premise that regulation is a substitute for

the competition of the marketplace consistent wit the "corresponding risk"

.standard set forth in the landmark U.S. Supreme Court cases and consisten1

with the Hope doctrine that the return to the equity investor should be

commensurate with returns on investment in .other firms having

corresp~nding risks. Since the non~utility companies upon which I rely in my

"CEM analysis are selected based upon comparable total risk to my proxy

woups, the selection bases make the non-price regulated companies

comparable in both non-diversifiable, systematic, risk as well as diversifiable,

unsystematic risk. Consequently, because they are comparable in total risk.

"the returns on their book values are relevant to the returns on book values of

price regulated companies and hence appropriate for setting an authorized

return rate on common equity. Mr. Murray's criticisms should be rejected.

Does this conclude your surrebuttal testimony?

Yes, it does.

I· • 23
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• BARRA Predicted Beta

Beta is a gauge of the expected response of a stock, bond, or portfolio to the
overall market. For example, a stock with a beta of 1.5 has an expected
excess return of 1.5 times the market excess relum. If the market is up 10%
over the risk-free rate, then-other things held equal-the portfolio is
expected to be up 15%. Beta is one of the most significant means of
measuring portfolio risk and shows a strong relationship to expected return.

Historical Beta vs", Predicted Beta

Historical beta is calculated after the fact by running a regression (often over
60 months) on a stock's excess returns against the market's excess returns.
There are two important problems with this simple historical approach:

• It does not recognize fundamental changes in the company's operations,
For example, when RJR Nabisco spun off its tobacco holdings in 1999,
the company's risk characteristics changed significantly. Historical beta
would recognize this change only slowly, over time.

•

•

• It is influenced by events specific to the company that are unlikely to be
repeated. For example, the December 1984 Union Carbide accident in
Bhopal, India. took place in a bull market, causIng the company's
historical beta to be artificially low.

Predicted beta. the beta BARRA derives from its risk model, is a forecast of a
stock's sensitivity to the market. It is also known as fundamental beta,
because it is derived from fundamental risk factors. In the BARRA model
these risk factors include 13 attributes-such as size, yield, and
price/earnings ratio--plus industry exposure allocated across a maximum of
6 of 55 industry groups. Because we reestimate these risk factors monthly,
the predicted beta reflects changes in the company's underlying risk structure
in a timely manner.

BARRA programs use predicted beta rather than historical beta because it is
a better forecast of market sensitivity.

BA~RA Predicted Beta - 1

ht\p:(fw«w"bll.ml.comfsupportltibrary(Pred~tedBeta"pdf
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BARRA

• Computing Predicted Beta

Below we show how the predicted beta of a portfolio is computed.

The beta of a portfolio p with respect to the market m is defined as the
covariance of the portfolio return with the market return divided by the
variance of the market:

_ COV(rp,Tm }
(1) /3p - VAR

m

The covariance between two portfolios is decomposed into two parts:
a) the part explained by factors, called common factor covariance; and b)
the part unexplained by factors, called specific covariance.

The factor covariance between portfolio p and the return on the market m is
the product of the transpo~ed vector of the factor exposures for the portfolio,
the factor covariance matrix, and the vector of the factor exposures for the
market:

(2) CF COv(rp,fm} = X;F Xm

•
The specific covariance is:
. N

(3) SPCov(rp,fm)='L hpihml(j~
;:1

Now, combining equations (1) and

(4) CQV(r,r) =VAR(r)

we have the formula for the BARRA predicted beta of a· portfolio:

COV(rp,fm}
VARm

CF COV(rp,rm )+ SP COV(rp,rm }

CF COV(rm,rm)+SP COV(rm,rm )

:=

• BARRA Predicted Beta· 2

http://www.barra.comlsupportilibraryfPredictedBela.pdr
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where

NFAC

N

VARm

Schedule PMA-24
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Technical Foundations

is the number of factors (68 in U.S. E2)

is the number of assets in the market portfolio

is the portfolio's exposure to factor j

is the covariance between factors k and j

is the market's exposure to factor j

is the holding of the portfolio in asset i

is the holding of the market in asset;

is the specific variance of asset j

is the variance of the market

BARRA Predicted Beta· 3

http:l{www.barra.eomlalJpportilibraryIPredictedBeta.pdf
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MjssOUIj·AmerJcan Wroer Company
Capital Asset Pricing Model (CAPM) Cost-Of-Common-Equily Estimates

for Duff & Phelps' Guideline Companlas Corrected
to Reflects Prospective Risk-Free Rate. Value Una Adjusted Betas,

the Average Historical and Forecaslad Markel Equity Risk Premium and the .
~mplrical Cspital Asset Prlclna Model (EGAPMl

1 2 ~ ~

Tradilional capital Assai Pricing Model

Beta Adjusled Costaf Market-to-
Rlsk-Froe Company's Market Risk Market Risk Common Book

Company Name Rate (1) Beta (2) Premium (3) Premium (4) . Equity (5' Rallo (6)

American Stales Walei' Co. 4.97% 0.80 7.31% 5.85% 10.82% 184%
Aqua America, Inc. 4.97% 0.65 7.31% 4.75% 9.72% 2Oil%
Artesian Resources. Inc. 4.97% NA 7.31% NA NA 150%
Califamla Watef SeNice Gfoup 4.97% 0.75 1.31"10 5.48% 10.45"10 181%
Middlesex Water Co. 4.97% 0.75 7.31% 5.46% 10.45% 173%
SJW Corp. 4.97% 0.95 7.31% 6.94% 11.91% 176%
Southwest Water Co. 4.97% 1.10 1.31% 8.04% 13.01% 217%
YorI<. WattY; Co. 4.97% 0.65 7.31% 4.75% 9.72% 2030/.

Average 4.97% 0.81 7.31% 5.90% 10.87% 187%

• Empirical Capllal Asset Pricing Model

Bela Adjusted Cost of Markel-to-
Risk-Free Company's MarkBCRisk Market Risk Common Book

Company Name Rale(1) Beta (2) Premium (3) Premium(7} Equily(5L Ralio (6)

American States Water Co. 4.97% O.SO 7.31% 6.21% 11.18% 184%
Aqua America, Inc. 4,97% 0.65 7.31% 5.39% 10.36% 208%
Artesian Resources, Inc. 4.97% NA 7.31% NA NA 150%
California Water SeNice Group 4.91% 0.15 7.31% 5.94% 10.91% 161%
Middlesll)( Waler Co. 4.97% 0.75 7.31% 5.94% 10.91% 173%
SJW Carp. 4.97% 0.95 7.31% 7.<14% 12.01"1.. 176%
Southwest Water Co. 4.97% 1.10 7.31% 7.86% 12.83% 217%
Vork Water Co. 4.97% 0.65 7.31% 5.39% 10.36% 203%

Average 4.97% 0.81 7.31% 6.25% 11.22% 187%

Average of Traditional and Empirical CAPM 11.05%

•

Noles: (1) From nale2 011 page 3 of SChedule PMA-12 (Updaled) in Schedule PMA-23.
(2) From pagss 2 ItTrough 8 of this Schedule.
(3) Derived In nola 1 011 page 3 of Schedule PMA-12 (Updated) In Sclledule PMA-23.
(4) Column 2 • Column 3.
(5) Corumn 1+ Column 4.
(6} From AUS UUlity Reports. April 2010.
(7) The empirical CAPM is applied using the formula found In note 4 on page 3 of

Schedule PMA-12 (Updated) In Schedule PMA-23•
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Prd SlDtk None 1251.4 13611.1 1490.8 1&24.3 20liU 2280.0 2S06.0 2192.8 2llII1A mu m. ml tltl Planll'''" JSDO
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••012112/10 fl.'" It311 12.7% lo.2lI 10.M! 11.2% lo.Q" B.1lI m 9.4% 10.~ 11.0" Relumo~ShtFquily 14.0K
MMKEfe,t.P:$UbHlIDIlI,MklClp\ \1.1'1. i2.(" IU" tG.2I'. lQ.1'" \1.2'10 1M' 9.r% UtA 904% 'Oml 11.011 RI(~m~Canlfl\\ll\-, 14.GlI
CURRENT POSmOH 2007 ZOOS IZlJ1!09 4.7% 6.I" ~.2" 4.2% 4.6% 4.9% 3.1" 3.211 2.1% 2.1% 10:4 J,SK Rt~ 10 Colli EQ 0 1.""
Ca~1 \4,1; 14.9 ~1.9 00% 69% 59% 5SlI ~ 5&% 6314 &1lI 10% 1211 101' f7l' iMDIv'cllI~tlel"'O/ ~ll'
~, 82.9 84,5 78.7 811SJNESS: Aqua AmetIca, Inc. II lJl6 Ildding~V rot watet al/l.... W*' IUPI'll' rtV8lluei 119: realdlnlial. sa.5%; CO/TVlltIdai.
kwenlOfY ("vgCit) 8.B 9.8 &.5 IJld walleWalet uliIilIes t/laISlr;e apptOXimaIely fttIe rniIIian ml- 14%; ~slriaI" oller. 27~ Oll\::eto aJl4 diJedlltI 0Illl 1.5'1. 01
~nlA1seb ~ 11~:R l~~:~ - in PtMsyNanIa, Oh/D, Ncrt1~ lIhIs. Taw. New h COIM1On~ (4110~~ CIlaImIan &CIIItl ~u.. Or-
Accts~. 45.8 50.0 57.9 Jt/U)', RoIfd.. lIWna, aM £tva olMt Ilalea. DIVlllld Illrco of ftw: NIdloIes~. IlI(:DIpwaled: Pel\ll$~anio. Address:
Deb!O~ 80.8 87.9 87.0 lout _lilt ~,,"JUa In '91; lIIeJrwl<o'Cng W\lllP In '83; """ 7G2 WIlSl LlllCllsler Amwe, 8/)'1I V.wr, Ptlln$ytvarMa 19010. r.~
O~ 5().8 55.3 58.1 0l/IlU. ltcqIJIled~. 1103: CoftlUIII'" WIlIt, 4199; Itncf "phone; 8tG-5U-I400,I~_.llqu.~""",.
C\I,,,.nllillb. '1iiD 193.2 201.0
File. Chg. CoY. 323% 329% 348% Aqua America manaJIed to increase U.s $65 ml1Uon in lawsuIts should be resolved
AII//UAL RATES , ..1 Pair EsI'd '07.'0' profits In 2009 despite tile weakened 'In the latter half of thIs year. and manage-
dcltltottlPetsb) 10Yrs. 5'1'", 10"3-'15 economic ba.ckdrop. For the full year. ment plans tl> peUtion for $25 million-$30
R....".,u 8.0% 9.0% tim revenue.:! advanced 7%, mostly due to ben· million In rate Increases and surcharges
"C&/l Flow" B5% 8m1 10.~ eflts from rate·celief cases and gains from byyeacend
EmlIngl i,s% 5.5% 11.5''' ~ TIt i hOM_d. 1.0% a.01' 5.5'" acqUisitions. This offset un avorable e divi end payout s auId continue
BookV'liue &.5% lD.O'Jl. 4,5% weather conditions that hurt the top line. to be a bdght spot for Aqua America.

QIIAIlTElill' Ila'ENUES IS lIiIl FuU The bottom line benefited from cost· The historical trend of management rals-
e~~r llJl.Jl JUDJI "9.30 Dedl '1'.... cutting efforts, but this was discounted by Ing Its dividend every year wlfl most likely

P.:;::;;--r.::?-,~2;'---';-=-::'--'~7'-t~21a 6% increase in capibl.l. spending. continue going forward.
Nil 137.3 150.6 165.5 149.1 602.5 The company's cbStomer growth OVeJ' Thls stock is ranked to rnh'ror the
2DO! 139.3 151.0 m.1 159.6 627.0 the nen few years will most likely be broader market over the comino> year,
2t11i 154.5 ,.1.3 \60.6 161.9 1l11I,5 .,
2010 16S I" 195 1'$ 130 gained through acquJsftlons. Thward Although share earnings were flat yea,.
2011 175 fU 210 205 liS thIs end, Aqua America's New Jersey sub- over year In the second half of 2009, we es-
CII. EARllfiGSPEIl SHARf A full sldlary completed the pofurchBasle ofb the tldmate that thhB top anfid bottom lines will

end.t Mar.Sl JtinJII S~3D Dcc.'1 YI.. water system assets oems ul"}' .a vance over t e nen ew quarters.
F-i~-F:::;;c..;;,:::.::::i~""::::'--'=;~"";'::~Borough. This added about 1.000 reslden- These shares hold above-average ap-

2407 .13 .17 .22 .19 .11 tlal and commerdal customers. More ac- preclation potentW over the coming 3
2001 .11 ,11 16 .i9 .13 qutslttons of smaller water and to 5 ~ars. The aforementioned g3in,.
:'0 .14 .1t .25 .20 .71 wastewater companJes wlll be one of the from acqUisitions should enable revenues

.15 .20 .27 .23 ,85 al I f fc ~ WTR' and earnlnfS to continue to rUe over the20tl .17 .22 .~ .28 .t5· m n po nts 0 ocus or s manage-c.,. QUAJllE1lLYllMIlfIIll$l'AIllal fuB ment. pUll to 201 -2015. Other points of Interest
lIIdar 'lAadl Jun.!. S0II.30 llto.31 Yew Earnings gafn.s over the next few for this eqUity Include Its high scores for

r.::~t"'"""-!.-""'':''''''-'''''7:''--''':~T-'~years should be bolstered through Stock Price Stability and Earnings Pre·
2008 .107 .\07 .115 .115 .~4 rate reUef cases. DurIng the first two dictabillty. All told. this stock Is best
2007 .115 .115 .125 .125 .43 months of 20l0. Aqua America has won s\li~ f1>T long-tenn conservative \nves-
200. .125 .125 .t~ .~~ .sf rate rellef cases that should acid $6 million ters.=:m .136.1 . .55 per annum to the top line. An additIonal John D. Burke AprIl 23. 2010

~
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eat,'99.111_t 110, 2'; 'O1.~ '0Z,6,: l81 OMdoncJll\I~PJId" wlVM...... (CII'lIlllJlons.~rcr ~1odt.pIils. Slotk'IPrl.eStJbfllty 115
, 41. ""of. gain·~Ml.rISC. opIlallonr. '1lO, June, Sop!. aDoa. I tllY'~. tBln...knem plan Pm. GlDWlh Pettl.ten.. 7D

2t. Eamkrge INi no1 alid 6UGI-' rou~ll1llg. ..aJabIe~ dlacounl~ ~arnlIllPplIlIfclalllt • 100
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Ob1lU·~".1""·

'lQ\ 5lU'4 56.3\ ~2'4 4Wi1 41.0" 43.r,or, ~2.Q\ 41£% ~1.\" ~.~ 4lS% l~ltf1llll.111 RaIl~ (g.G"
502lI ~8Jl\ UO% ~9, III SO.8" 51.l~ 55.$11 W'" 5U% WlI nOll 53.", CCfIIMll£qullY RlUo 51~
:la8.& «1:.7 453.1 49U 58S.9 568.1 610.1 8WI ·691U 194,9 85$ fOS lobl'ClpllalllmlA) fD55
SU.D ~.3 moO 7S9.5 800.3 862.1 !M1.5 1010.2 1112.4 1198.1 1m 1325 NalPIlIllrfmJll 1415
8.8% S,)lI 5.t'iI 5.6'4 tIll 8~ 5211 5.9% 1.''4 6.5'4 l511 1.0l' R'lumcnTohllClp1 1.or.

IO.GI WI 9A" 1.8% 8.9% 9,)l1 61% LI% 9.~ 9$% lD.Dl' fD.S% a.lIuncnShr.fq"ly ffAX
10.1' 1.211 ,.5% 1.9% 9.0% 9,)l1 6.111 8.1% 11.9% 9.6lI IQ.O!! lUll RellmonComEQIlo'!Y If.~

MA/l.KUC,6,P'tMmlillGnlSllltllCr.p~ ts% INF 1.0% .1'/. 1\% 2.1'" I." \.&'10 U." 3.&" 4.0',S 5.0% RtIilrmIloCtQEq aD'.'
CURRENT poSITION ZOD7 ZDOI 11J3m9 82% 119% 90lI 91'4 nil 1811 M% 77'4 81% ~ ~ 53". AlDJy'dlloN,LPlof n"
cJ\M~~1s 6.7 13,9 9.9 8U5JNE&s: CI!IIomla Walel Service Gtcup ptOYIcIos ltgOlattd .nd bred:dpwn, 'll8: rtsldMiaI, &9%; blItlnMs. IS%: pubIi(: au~tits,
Qlhol 63.3 65.9 82.3~ _ -.loe \Q~ .(61.001I CI1~ In U ·5%; INIu<IIW. 5%: olher.1"II. '08.~de~ <ale: 2Jl%.
Cullenl ~Il!$ llif.O -,gj ~ c<i<MD1lU.,,, ClI!iIotIli;!, W~sNnglllrl. NtI'I M_, -.l HawalI. Hu fOl/fIIlIlI 929,mp~. Cho1Iman: Robel! W. Fey. PIO$ldenl &
~~ ~:~ ~U 1l~ MaIn stl'Ib -.s: SIn~ llq ...~ Sea~Vde'!. CEO'. Pole! c. Ntl!Oll (41Oa~). l~ llelawa.... M<m,'. \72G
,""... 30 3 353 41 7 s,!1I1l1S Valley. San Joaqjn Vtlll1r & palls oil.. Atvelas. k- NCo1ll Fltsl SlteeL San JllS& CaIitam1. 95112-4598. Telephono;
c;:..~ Uob. "jjIjJ 1232 -m Q1Hd \liD GrVIlIll Colp; 'lml~ I.lilllia> tmB~ Rw<.".. ~-361-Mr.l~, ""'oet -~UJOIIl>.ID'l'>.

. fix. ChlI. cO\'. 333" 39a'll. 430%· Incre"sed expenses sank CalifoJ"ni" company has flied a rate relief request
ANNUAL RATES P4U 1'111 £sl'd '07·'1l!I Water ServIce Group's bottom line in with the CalitornJa Public UtJlltles Com-
o/dIqe(petllil uYrt. 5Yra. 1.~3·'lS tI\.() fourth qua.rter. The water utillty mission (Cpuq for ltlOre than $10 million.
~o;:r~ i'~' t.R :.:t posted share earnings of $0.31. 11'16 below A ruUng Is likely to be handed down by
&rn»gs 1m. a.s¥. 6:5% both last year's mllrk. and our I$tlmate. yearend. with the new rates effective Jan-
DMdel\ds 1.0% 1.0\1 1.~ The top line rose a beuer-than-antlcipated uary I, ZOll. Although the proposal may
BocIi 'hlua 4.0% 6.0'4 3.0% 7'16, to roughly $107 million, but expenses be a bit lofty, we expect ~ favorable nJllng.
~ QUARIERlYRmHUES(III~~ Full grew faster, due to increased water prod- gIven the recent regulatory landscape and

.",Ia, Ma,')1 JUrI.30 S';;:3d· DlIc.31 Y'.r uctlon and SGRrA costs. specifically for necessity to malntaln current water stan­
1QDT 11.6 SSJ 11~.a 85.9 361.1 hlgher pension and benefit commitments. danIs. Therefare, we've pegged cwr to
Zotl 72.9 105.6 131.1 100.1 410,3 We have tempered olJr ZOlO earnings earn $2.25 a share, on revenues of more
24IQ9 88.6 1t6.1 ~392 1Q6.9 4'9.4 expectations i\ccl>l'dlngly. Operating than $500 mlUlon next year.
UIO g3.0 121 145 110 41(1 costs Bre likely to continue to rise. as That said. we think the stock is fuJly
MI1 tOO Uf 157 122 510 aging Infrastructures require greaJ:er VtI1ued at this time. It Is ranked 4 (Be-
Cej. WIIIIlGSPEJl$HJJl.EA full maintenance and repalJ'S. The company low Average) for Timeliness and trails the

1nCI,' 'hr.31 JUII.311 SIP.3n o.c.31 rut wlll get little In the way of rcHef from rate T4Jluc Line median in terms of 3- to 5-yeaJ"
2001 .07 .37 .III .39 1.50 hlke.s thIS year, however. because other appreciation potential. Although a mare
21GB .01 .48 1.1."6 .35 1.90 than potential modest Inflationary In- constructIve regulatory climate looks to be
%DDt .12 .53 .94 .31 1.95 creases. there Is not eltpec.ted to be any In place, the greater stock and debt offer-
2010 .11 .11 .91 .35 2.05 rate IncreasC3 Implemented until ZOllo lngs that are likely to be needed to keep
2011 .14 .61 1.llJ .'f 2.21 Most of the cnrnpan:is ~ubsldlarles have up the burgeoning Infrastructure toSts will
ell. QlJAATfRLYllMDBIOfIWO·. Fill not been up for general rate case reviews probably dilute sfiareholder gains to 2013·

0II':l1l ""11.'1 Jun.~ sltf>.3n o.~.:I' v... In moJ"O than three years, owing to the 2015. The Is.sue's steady dIvidend growth
200& .2813 .2875 .21175 .2815 1.15 changeover to a consofldated ruing system. adds some appea.l for those seeking total
2llO7 .290 .290 .290 .290 1.16 As a result, we suspect that eal'nlngs l'etum. but Investors haw better pure-
2DD8 .293 .293 .293 .293 1.17 growth wlll be lucky to top 5% this year. yowth arid/oJ" Income .vehlcles to choose
2009 .295 .295 .295 .29S 1.18 Growth rates Ollght to pick up next from elsewhere.
2D1D .2975 year, however. As mentloned ahClve, the Andr... J. Costanza April 23. 2010

(AI 8as1c EPS. Em. /llltlI8ClII~ geitl tlOss~ 1.(81 DMdend> I1IslcricaIIy paid In mld-klJ.. , IIICI'O(l. dtI~ d1l11gh. '" 'OlI; $2.6 mID., company'a Flrlloolol SlA"alb 8++
.'cO. 17,); '01.41, '02, ll¢. Nelli NtnirQ3 repooI May, Aug., ana N!l¥•• DiVd IelJMlsmetlt plan U111ll. SIodl'l "rl..St.ob~tv 85
dUll rel. July. e""Hallle'. (Olin rnIlIIono, adju!1ed 10( spIil. Prb Gtowlll P't&III01lCt 75

(EJ WIuoles~. IlW. . Eem\~ PndINblIl~ tlG
"ttro._Uoo~"""',;,Iob,'- r I'_Id"""'_'_IOWftlaljo'od,.I'ftI'o'IOld~_'.'o!""'IiId._
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MIDDLESEX WATER NDQ·~ WCENT 17.441~~ 24.2IJr~~ 1,281~ 4,1% .
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!t,n '3.13 SUT 16.85 H.07 tUG lU3 12.05 lU4 16.16 Low
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o \lAWE UNE 'UaUSIIJI(G,IXC. 2001 2002 2003 28G4 2005 2l1l18 2007 2001 2009 2010/2011

SI\U!S PERSH 5.81 5.9B a.l: 6.26 8.44 6.\6 8.50 B.711 8.75
"CAS~ FLOW" PEIl SH 1.111 1.20 1.15 1.28 1.33 1.33 lAll 1.53 1.40
EARlllNGS PER SH .66 .13 .61 .13 .71 .82 .81 ,119 .72 NAINA
OW'DS O£CCO PcllSH .62 .6! ./'\5 .66 .$7 .66 .611 .7(1 .•11
CAP'1. SJ>ENClIIlO PER SH f.25 1.59 1.87 2.54 2.18 2.31 1.66 2.12 1.49
BDOll VAWE PER ~ 7.11 7.39 7.BO 8.33 8,60 9.82 \0.05 \0.28 10.33
COIlMOH SHS OUTSrO lIlLL 10.17 10,38 10.48 11.36 11.5B 13.17 13.25 lMO 13.52
AVO ANH'L ,IE RATIO 24.8 23.5 30.0 28,4 27.4 22.7 21.6 19.8 21.0 NAINA
IIE""'llVE PIE RATIO 1.26 ua \,11 1.39 1.45 1.23 1.\6 1.19 1.40
AVO AHIl'L Dl'fO YIELD 3.8% 3.7% 3.5% 3.4% 3~ 3.7% 3.7% 4.0" 4.7%
SAlESl~rUl 59.6 61.9 64.1 71.0 74.5 8f.1 88.1 91.0 91.2 BoIdRgun.
OPERATING MARGIN 41.2% 41.1% 44.0% 44.4% 44.4" 47.4% 47-0% 48.9% 42.6"4 «f1I:c4n••ft..",.

DEPRECIATION ($r.lLLj 5,3 5.0 5.6 6,4 7.2 7.11 8.2 8.5 9.2 IImllfp
NET l'lU>flT llI.lD.l.1 7.0 7.8 M 8.4 B.!; \0.0 \1.8 ~2.2 \0.0 ••tln1JIl.s
INCOME TAX RAllO 34.8% 33,3% 32.11% 31.1% 27.6% 33.4% 32.6% 33.~ 34.1% .-nd, uUng Ih.
NEr PROAT MARGIN 11.7% 12.5% 1().3% 11.9% 11.4% 12.4" 13.8% 13.4% 10.9% _1Ptku.
WOlU:ING CM"L (WILli d.ll dll.3 d13.2 dl1.e <14.5 2.11 1lIl.6 1140.9 d38.6 FJE,otm.
LOHG-TERI.l DEBT ($WllJ 8a.l 97.S 91.4 115.3 128.2 130.7 131.8 118.2 124.9
SIlR. EQUIl'Y rU,\/LLI 76,4 80.6 83.7 99.2 103.8 133.3 137.1 141.2 143.0
RETURN ON TOTAL CAP'L 5.6% 8.0% 5.lI% 5.1% 5.0% 5.1". 5.6% 6.B% 5.0%
R~TUllN ON SHR, EQUITY 9.1% 9,6% 7.9% 8.5% 8.2% 1.5% 8,5% 8.8% 7.0%
RE~!Il TO COlA EQ .5'100 U% HMF .9% .5% 1.1% ~.8% ~.~ .1%
ALL DII"'OS TO NET ,ROF 94" 87% 108% 90% 94% 84% 79% 18% 98%
11011: No ''''frsl ..lIm,t.. 1••11I11II.

ANNUAL RATES ASSETS ($mll.! 2001 2lIOa ~2I3lmt !~~~~~;:t;{lZ;:t'5.l~RP~T1r.i2~I~t,~~)!lY.r~tt~~rt'{·z;]:"··
of~. (per slim) H~ nT, Cash .....sel. 1.0 ),3 4.3
Sole. .2.0% -ll.5lI Rl!CIivablll 12.8 14.3 10.6 BUSINESS: Middlesex Water Company engages in lite
~flOfi' 4.G'1o -af>':4 mnllllyl""!ICOSlj U t.5 1.8 ownership and operation of regulated water utility systemsE3lIingt 3.5'4 -19.0% Olh... -M ~ -..MDMcItlllls 1.SIlo 1.S'It Cumlnl Asut. 1704 :zo.s n.o ;1\ New JeTie)' (NJ) and Deillwa~, and II regulated wasle·
BcoIl VollUl 5.5'4 D.~ water utiliI)' in NJ. It offe/'$ contract operations services ,nd

AscII OUAllTfRLY SillS ($lnJIll Full PT:' PIIn! . a service line maintenance program through its nonreBu-
v•., \0 20 :lQ 40 Vur Eo,Uip. sl~~\ 396.6 43M ~514 lated subsidillry, Utility Service Affillates, Inc. 'Is wa~r

AWJIJIO~ 64.1 70.5 n.l utility s)'Slem sreals, stores, and distributes waler for res;·12131m 19.0 2.U 2~.1 21.2 86.1 Ikl PflIperty 333.9 366.3 316.5
121311111 20.8 23.0 25.7 21.5 9t.0 OfheT ..ill .JM ---..ill dcnlial, commercial, induslrial, and fire prevention pur-
121:11109 20.8 23.1 2U 22.0 at.2 TlIII1Moe1s m.7 «ll.O 45&.1 poses. 1I also provim _tel' ITealr/len\ and flUI'llPing S1:T-
12131110 vices 10 the Township of East Brunswick. Its other NJ
A.~ fARNllfGS PER SHAIlE FtI0

UAlld.lTIES ($mIILI subsidiaries offer waler and waslewater services 10 residenls
Al:cIt Pa)'llll8 8.5 5.7 4.3

'1'.*r lt1 2.0 ~Q 4Q Vm DeblOuo 9.0 43.9 46.8 in S01lthampton TOV/Q$\lip. lIs Dela\Va~ subsidiaries pro-
\213008 .15 .2S .~ .1~ .8Z Wlr .1ti ..ill --!l! vide waler services 10 retail customers i" New Castle, Kelll,
121311lJ1 .13 .24 '.31 .19 1fT C~n1U>l1 27.0 61,5 60.1 and Suuex counties. en March. lite company enleTed in10 an
Imlm .15 .26 .35 .13 .e3 llgreem1lllt to purchase Moolagm Waler Company. Inc. and
12I3V09 .10 .21 .29 ,12 .n. MOJ\tague Sewer Company, Inc. Has 285 employees. Chair-
'2/;11/10 LONG-TERM IlE81 AliD EQUITY man: J. Richard Tompkins. Address: 1500 RoMon Rd, P.O.

•1 011213\10.
e.l· QIlAAtEPJ.Y DMOI;HDe P,l,1I) F\ltl BOX 1500,lKlin, NJ OSl!30. Tel.: 732-634-1500. Inlernel:

IIHI.Ir 10 2Q 3Q 40 Yur Total Dlbl $171.5 mill. Du. In 5 y,., $63.0 mil. htlp;llwww.middlesexwater.com.
2001 .173 .173 .173 .115 .S!/ tT nib' $12U ml1.

2«18 .m .115 .H5 .118 .1G
lncludl"ll CIJI, LIIIII Ncne

[47Yo oj Cop'\) w.r.
2009 .178 ,17' .178 .18 .n I.e...., Uncaplllll"'" ArwIaI ,..- No'Ie
<IlIO .18 April 23. 1010

IIIsnlUTlOH"L DECiSION'
PlniiOll Lr8[)l1l1y $25.7 rriIlh 'O!l 'I$. $25.5 mil. ill 'GlI

TOTAL SHAREHOLDER RETURN
ZQ'OJ 3C.'0I 4Q'OI Pld~k$J.4 .... Pld Dlr'd PIW $2 ... ONIdond.piw."",..,.U<u> a, 0/ 3.<:i1f2(),O

108U)' 41 JIj 32 11% "'I:;p'll
IoSef ~ 2e 211 3 M"., 8 MOl. 1 Yr. 3 V,., 5Yr••

HId's(OI») 490:1 4gsa 4846
C_0l18tlK\ 13,519,lQl .hr..

(52'4 01 Cop11 ·2.18% '5.58% 24.13% 5.05% 13.25%

To sUbscribe call 1·BllO·83J.llOQ6.
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SJW CORP. NYSE·-s/N 1~ 27.271= 33.71~~ 1.77 ~ 2.5% .
it~~~~i?:~~~J~=~~?:f?i~~i~~~ 11.83 15.07 IU~ 19.84 27.80 45.33 43.00 35.11 30.44 21A~IHigh

1U& 11.61 11.$1 lUO 18.0J 21.1' 2J.liS 20.05 lU2 21.60 law

I'fRFDRMANC~ 3 A..,ogo U!tJENOS ~5

3 A",,_ :-:-:-:~~i':.~~~ .• 1 III ........ ,
ToeMI<al

~ 30

3_
H ...1llp1ll_ I I . rfT -SAFETY Uor-l opIl3lOe ,-e-- 22.5---- I~

. ., I.-.' "8!TA .g~ /1.00' M1r"<0ll ,,' 13.' . -. . .", .' .. .. ' .,
.' "

9.' 6 1 ••
... ·t. ~'-.... .. ' ' ..

Rnlnclal Slrtnglh B- .. 6

Prl., SlobdlUy GS 4

P't1te Growth !'tnlottnet 75 II I
3

£oml. PAdIc14l1lalY 85 • ~.
noo
VOl..

(IIlous·1

oVALVE U~& rtJBUSHlliG,INC- 2001 2002 2003 2004 2005 2000 2007 2008 2009 2010/2011

SALESPmSH 7.45 7.97 B.20 9.14 9.88 10.35 11.25 12.12 11.88
"CASK FLOW' PER 5K 1.49 1.55 US 1.89 2.21 2.38 2.30 2.'14 2.21
EARHllroS PER 51/ .71 .78 .91 .87 1.12 1.19 1.04 1.08 .81 1.a4"··f1.1Jc

ol\I'DS DEC!.'D PEll Sll .43 .46 .49 .51 .53 .57 .51 .65 .66
CAP'L 8PElID~G PElt SIt 2.63 2.08 3.41 2.31 2.83 3.37 6.62-' 3.19 3.11
BOOK VAWE PER SII 8.17 8.40 9.11 10.11 10.72 12.48 IUD 13.99 13.66
toMf,IOM SHS0II1SrG II.\\ll.l 18.21 18.27 18.27 18.21 18.27 18.2ll 18.38 18.18 '8.50
"VO AIIN'L PIC ItATlO 18.5 17.3 15.4 19.6 19.7 23.5 33.~ 28.2 28.7 28.2/24.1
RELATIVE PIE RATIO .95 .94 .M 1.04 1.04 1.21 1.77 1./i/l 1.92
"-VG ANItl. OlV'D 'tlEL0 3.0% 3.4% 3.5% 3.0% 2,4,% 2.(l~' 1.7% 2.3% 2.8%
SAlES [$MIL!.) 138.1 146.7 1~9.7 166.9 180.1 189.2 206.6 220.3 218.1 Btlldflp,..

OPEllJilU1O MAftG\M 64.4% au'!. ~.l>% 5&.4% 55.9% !l7.Il% 41.tl% 42.4% 42.5% ..,.. tIm.,n" ..,
OEPRiCIATlON jfMILlJ 13.2 14.0 15.2 18.5 19.1 21.3 22,9 24.0 25.6 Hftt}f)I1S

NET P/lOfIT ($MILL! 14.0 14.2 18.7 16.0 20,7 22.2 IS.3 20.2 15.2 Nlimol..
IlACOIolE TAX !WE 34.5% .ll.•%. 38.2% ~2.1% 4Ul% 40.8% 3M'4 39,5% 4ll,4% ...... using <II.

'NET PRORl' MARGIN 10.3% S.8" 11.2% 9.6% 11.5% 11.7% 9.4% 11.2% 7.0% ,.."",me...
WORlIlHG CJ\ll'~ l$MI~ d3.8 dU 12.0 13.0 10.8 22.2 . dl•• aU.a d4.11 P£,.,I...
lOI«;.TElW DEBT IJUILL) lt~.a 110.0 139.6 '.3.8 146.3 163.8 216.3 218.6 248.9
SIIIt I;QU/TY /SWILLl 149.4 153.5 168-4 164.7 195.9 228.2 238.9 254.3 252.8
RETURlt QN toT"-l cAP'l 6.7% 6,9% B.!l% 6.5% 7.6% 74% 5.1% SA'4 404%
RETURN ON SI!Il. EQUITY 9••" 9.3% 10.0% 6.7% 10.6% 9.1% 8.2% 8.0% 6.0%
RETAlNalTO COIUQ. 4.1% . 3.8% 4.7% M% 5,&% 6.2% 3.5% 3.3% U%
Alt DIII'DS TO NET PROF 58% 59% S3% 58% 47% 46" 67% 5l1% 80%
"t/A. oIlM\1011 <1IangtIg .... 01/. ..1oJ/10 drp: Q~ Q~ _ .. 6-yo.,Rni1>go gtOlOlIrJ>o1-.. -Sarod_l~.-.. c/Ia<d ..... 1avt/....nlin4Iu.

ANNUAL RATES ASSETS ($mll.' 2007 2008 tV.l~ ~'~;MNI)U$7RY;!W8ler: 41l!ltYJ1L;;~:·)~~:};::~;';:'~'/~
ofcllanga "'cnl\~l 'YII. 'VI, Cull Assall 2.4 3.4 t4 '0' .,>~""".,:",;~".:.",~~,,,,,,.C:"" .. ;',' '''-'c<z,.·~·· c'i'

Salol flo< 6.6% -3.s~ R-~ 23.0 24.5 23.3 BUSINESS: 8JW Col]1otalion. lhrough irs subsidiaries,
~~ (' '.o'f.'9.5 ~ .8 9 1D . h d' !lase . 'Ii .
~.rtWlg, 3.0'11 ,25.5% OIMr s.~ 32 ':3 e~ga~.1n 1 e pro u~llon, purc I 51_gc, pUrl lcahon.
DNtdllldo 6oS'4 2.$% CImIlI As$f/$ 31.G 3iO ~ dlstrlbUtIOn. and retad sale of water. The comp.any offers
Book Vtlue &0% ·2.5% nonrc:gulated waler-related ser-rices, including water syslem

FlJcII QUARTERLY SALE9 ($milL) FtAJ ~.PIIt1l
operations, cash remittances, and. maintenance contract

Yeat 1Q 2Q 3Q ~ Yeor EllUP,olllO$l 9Il4.3 9SB.7 102(1.1 6ClVic:<S. SIW also OWl\! undeveloped land; Il 70·(" limited
Ac;cu..O~ 268.8 274.5 302.2 partnership interest in 444 Wesl Santa Clara Street, LP.; and

12l31107 J'll.o 55.1 8U 47.B 2OB.ll NoI~ 645.li 68C.2 118.5

'~~:
41.3 aD.O 6a5 <195 226.3 DlIlor to.2 134.7 132.0 operaCe. COllllJlerdal buildings in Arizona, California, Con-

1:113\ ~II 5&1 6$.3 48.e 21'" TtllOlJ.oKIs 161.3 850.9 !fll.S ncctk.ut. Pklrida, Tenne_e, MId Texz!l. AI of September
1213lno 30, 2009,. SJW pt'Ovidcd ,roller service 10 approximalely

fllcil EAIlHINGS PEl! SHARE F~t
U~UTlEllISmlll) 226,000 oonneccions thaI ~erved a populacion of approxi-

'l'fl' lQ ZQ lQ ~ Y-a, Aab~abl8 9.3 5.8 6.6 maCely onc mill,on peoplo; in chc San 1os<: area. It alsoOolJIDuO 5.1 j9.1 1l.'1
12JJ1/Oli .H ,35 .~B .22 l.19 oo.or ...!!! ..ill .......ill! prOvides water service to approximalely 8,700 ~onncclions

l2lJlm .12 .29 .43 ,20 1.1l4 CwrenlUab 33.0 4013 32.0 that seIVc approximately 36,000 residents in a service area
12JJW8 J5 ,34 .44 .15 1.08 in tha region between San Anl<lnio and Austin. Texas. Has
12131/09 .01 .23 ,43 .1~ .BI 315 employees. Chainnan; Charles 1. Tocniskocllet. Inc.;
1210«111 .oS .15 .48 LOIIIJ·T£RM DEBt AlIlI EntJ\1Y CA. Address: 110 W. Taylor Streel, San Jose, CA 93110.

•1 of 12131/09
Cal· QUARTER!.Y OlVlDEND6 MID FoU Tel.: (408) 279-7800. Inlcmel: hllp;!/lVww.sjwaler.com,
on~r lQ 2Q 3Q 4Q Y,II' TOl.r D.b! $2518 n4 Du. la 5 VII. $215 mil

2007 .151 .151 .151 .t51 .60 Ll Oobt $146.9l1'&li.

200a .161 .161 .t61 .161 .04
IndIIdlno Cop. ~u.. None w.T.(-C9% at Capl

200ll .185 .165 .lGS .C85 .68 lo...., Unclpllllltfd ArItlwIltnlab NOM
2010 .11 April 23, 2010

lHSTITUTIOI/AL PEcISlONS
Pentla" Lloblllty $41.5 r.a ~ WI'S. $42.3l11illn '08

TOTAL SHAREHOLDER RETURN
2Q'OD 3Q'OlI 4ltOD Pld Slock None PJd ClI\I'd Plld""l __" pIw~.."., '"1/311201D

1o!l<lY 41 3' ~3
C...1llCm SloclllM"'I!02 ...... 3 MG•• 8 MD$. 1 Yr. 3 V..... 5 V...,

loS" 40 29 24 (S1~orCop1l

K~I 86114 1807 8827 13.50% 12.94% 3.P7% '-32.38% 62.58%

To subscribe calil-BOO·B33·0M6.
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SOUTHWESTWATERNOQ-SN/C 1=[ 10,481~11045,60::;ID)t'Rl2,52 ~ 1.9%
1lI\IaJN.ESS - ~~~: t~ :'~ 10,2 12.4 11,2 14,3 IS.2 19.' 16.4 13,4 8,3 10,1 T'rae! Price Range
SAFElY 4 l/lwl111'lWl Ll!GI!NDS 11,9 1,6 8.1 \0.3 9,0 10.11 11.5 2.7 3.1 S.6 2013 2014 2015

, -lJOl~~'" "'=",'!t--+-+--+--+---I--1----f--+--+---+---I--11---t-32
lEt~M. - ~l/l~lO .... ='i\k;'~1lm 'E11!i
aflA 1." O,IlO.I!IlItl) 1.fot-4= 10!l1 SOqIIl ~,,~=::t==~~:+==t;::=l!::::=j:::=:j:::=+=+=::t==t=~~=t~~
liflUINIn;{··iAl'OJImiAA~"'Ir.T:oIoIj $j= i Ir: ,II, .,'!I' 'I,.". I ,.,.... ~ •• _ ••••• ••• _. 16

~~~PtI~tt~;,Gi,II~n~~RI\U~I/Ij.U~~'~IlII~~~;fil~~i~~~~~~~~§~~~t;.-~~~~~~~~ ..~.~..~.~..~.~.~1:1~~ If 7fl 1~it ,_~-= 11I1" IIn,lcIer Oacbltm' ...~
Il J J ~ • 0 .. 0 J _,'Ii.1' il'i" •• Ii" ~. ",I I ...... " .•~..,.. .' I' 11,I1l1!![" 4=, gg8gggggg .... ......... 'itm'J .... ~ '..."~,' " • 3

~~:t];J~1,,1919' a2000 1-0. ~ , l;~r!
1994 1995 1996 iSn 1996 .. CN .. 20nJ 2004 200S %006 2007 • 2010 2011 CI~AUtEUl!UU8 III 3· S

(20 4~ 5.31 5.61 5.83 lil8 7.~9 8.15 !l.12 10.10 9.2) 9.10 9.42 U6 8.81 8.58 11$ 9.40 Rtvtnull per sIl IUO
.3a ." ,~8 .53 .5!l ,~ .111 .K! .88 .91 .11 .18 .as .i9 ~ :n .'$ I,D/) "Calli Flow" p....h Ull
.os .12 ,15 .21 ,25 .3\ .38 .42 .3!1 ,44 .2J .34 .40 ,31 ,lI4 .11 .75 .3$ e.mlll\ll pellh A .70
.08 .08 m .09 .10 ,11 ,13 .14 ,IS ,16 .18 .2D .21 ,23 .u ,13 .2Q .10 D"'d~'d~.h • .10
.12 .1' .liS .74 ,79 .53 .55 1.I16 1.10 1.14 1,26 ti6 l.8r 1.111 1.35 t.11 1.15 US Clp'! Sptn&; ptr$ll tOO

13\ 2,45 1.(0 2,52 2.10 105 3,44 U4 421 4.90 U7 BAg 1.98 6,54 4.55 4,66 UO UD 8llok 'hIllu....h D 1,S
\2. ~ ItT4 IUS 12.£.5 \2.~ \U2 1~ 14, 1 lU5 ~.11 2Il.36 n.» aBC 24.21 14.iIl lUll 2•.86 2Uil e-SMO\l1Il"1l" R~

223 14.6 16.S 15,9 11.2 19,6 11.0 19.11 24.8 21.2 1M 35.6 34.8 42.\ NMf 30.1 8oIr!.~"'''' AilgloM'j PIE RII/D M.'
1.~e .Sf 1.03 m ,89 1.12 1.11 tol 1.35 1.21 l'II.ll' 1.a9 1.8$ 2.23 liM!' 2.01 ~ ~: Il.Jllm PIC Rltio US

4.2% 4.11, ,..% 2.1% 2.3% 1.8'4 2,rnI Oil 1.5% 1.1% 1.5% 1.6lI 1.5% Ull 204" 2.5110 ••~ ~ AYIlAao'/Dfv'.I1,Id tOll
CAPITAUTRUClI1Il£llofl:zJJI/ll9 104.1 115.5 131lJ 173.0 ISlID 21)3.2 22'-2 211.3 220.9 211.1 210 Z35 Rmnun(11lDl) Job
TDtalDtbl$t55.0mill, D... ltIn,.$tli5.0~, U t1 6,0 a ~.5 1.3 U U 1.0 U U U Ktll'nl1likaln' 11,5
LTD,b1 SI Sl,6mi11. LTflll,,,'I$ll.DmilL 31.~ 36,0", 34,1% 35.9% 3&.l'JI 38.0% 3~ 5&.~ ·5a.o" NMF NJIF 3lO'J ~TIXllJ1' J..."
(Tolal~~"'2-71C\ (4S%<lfCaptl •• 14,4% 3.2% .. 11.O'A 9S'll ,- ., 12.3% 12."" U~ 1,~ AfLlllC1l1JNelProlll 5.~
1.11$0, Uncopl~lttd:Artl1Uel rf/lla!s ~5.5 niIJ. ~8.8'JI 51.4'4 56.1" 41.l1ll 41.9% ~U" ~ 41.1% 62.6" 41.111 6UX 51,m LoIlll,T_ Iltbl Rallo SUI'
~~~ ~~~~~~~~~~~~~~~~

Pld Slock $.45811Ji1l I'fd DIv'd $.020 fIiI, 95.0 ttlQ 14U 152A W.o 262J 295"2 304.5 30(.4 2941 m 28Il T4Ul~ (trJlll .lQo7
COlIIrnon Sloclt24,~.218 sh$. 157.8 111.1 201.9 219.5 302.6 34f.8 38!l.6 (11.9 429.3 «g,O 4D2 fOIl IIItPlanl (11Ii!?~__• 45Q
0012121I10 1.11'4 1.6'1t 5.&,. U'A 3,\% 4,1'11 4.5lIo 2JY, 1.~ J.l'l, 4,0% s.~ Re\llmo~ToIaIww, 1,5%

11.111 11.411 9.1\ 11.0% m S.DlI Ull 3.2% .9% 3.611 U" 1,~" Rtn-nonSbr.Eqully H.~"

IIARKET CAP: $150 million (Smlil ca~J lUll lUll 9,7% 9.1% 16'11 5,0% 5.5% 3.2% .8% .811 1.0" 3.0" R.lI1lm cnConl Ei"uhv Ull
cURRENt POSmoN 2007 tOOl 12J31~ 7,8\ 1.8l1 6.3% 5,8'4 .811 2.1% 2.6" III4F IIMF .811 1.O11 3.0ll 1II~ld 10 Can Eq U"
C8:l':s~I. 2,9 1,1 2.9 3111 3211 36ll 36lI 18% 58% 54% 112% NIolF Tall 10" m4 AJIDlY'dII~NIIPld 19"
Rectivallles 2&J) 29.1 27,0 8USll/ESS: Sou1hWtil wal", Compallr praWles • bloed rqe 01 le~3led pu1:lie lVIllll lIiilio. ~ Calilllmia. A1ablll1\ll. OkIllh.,.,.,
11WIl~!oIy (A'IlI ell) •• serYiees~ II'IItt prodlldioo. lrta!rnelll IIId~ .... T_" 0&.. Ind T..... MUD Sorkeo mololeh projedo on •
OlIIer i21 Z6,Q 12.S "IIL__ .nd h ..1mMII; ulllly biIr"'ll lWId coDec:llon; corllracI end lot bll$ls, 0/1'ii;Ir. allll dil"~ lMII UtA. 01 conmoo
C""",l A5101s \.""""ID 4U
MD. P/l~8bla t~,9 Illt 1~.1 and ulIDt, ittlilnltlllre. II operata four lJIOIljll. U1IiIy, 32\1 01 sharfs (411J9 lllOXY). CEOIOInrn: Mark Sw.tok. Inc.: DE. Addfc
Oebl DtJI 1.0 2.2 2.2 2008 '-'lUes: TeJG11 Ulily. 1&%; ()I;M S8Mtes, 15'10; 1m. One Wilhite~62~ S. Gland Ave. Sle, 2900, los Angeles,
ClIhor 29.4 28.4 2U '---,W.;.;O.;.;s_tNb.....".,..'--,J4_%_._~:-iiy~Illd_l:_..._I_UIIil1__:;..OI_"'_IOd__tll#IkI9O'--:'__tal_._._CA_1lOO.,--'_7,_T_81.:_·2_'_3-92--::-:!l-:-laoo.-=-_I'lfAl~rntI:-·-Wl-wr-~:___,-com.-_--1
Cur,""l Uab. 'Iil'l --m """""J7];..-
J-:-.~",-:c=""",-:-----::-:---=-=::=::-:1 SouthWest ~ter Company has ente.... 2009 versus 2008. Bottom.lIne Improve·
AIiNUAlAAlES Peol P&~I Et.fd'GT·'Qi ed Into an agreement to be I>cqui..ed. ment wall welgl1ec. down by the weakened
oId*'9' (potl!t lOVrI. SYro. 10'13-'15 On March 2nd. the board of directors ap- ec:onomy, reduced tonsurnptJon because of
~~~ f:~ ~ ,1:8: proved the purchase by 8 group of Inde- water conservation efforts In California.
!t~~t 92,.s~ -108~ ~62.'~ pendent Investors for $11 a soan!, plus the . and elevated fixed costs. The Wllties seg-
e:;;.r'V''';'' 9,0% 7:oi Mi assurnpUon of $152 million In debt, Upon ment was also hurt by the sale of opera-

approVilI of stocJ(holders and regulatory tions In New Mexleo (as per a settlement
CtI- OOARrfRLI'ReYEllllEStJlilll Foil agencIes. the company would be run as a made WIder threat of condemnation in

eodor Ihl," Jun.3. Sip, 30 Dtt.31 Yt-r priVately t)wnM business, Hnwever, a May, 2009). Looking ahead. we expect a
2m 48,1 55.0 51.4 58.8 W'i nUlllber of legal entltJes are InvestigaUng moderate top-and bottom-Une recovery out
21106 49.6 S6.Q 60.~ S4.Q ....~ If the board of directors brf!8Ched their fl· to 2013-2015,
2009 50.1 52.4 S9.D 49.6 211.1 duclary dutles and/Dr violated state laws The TJmellness rank of these shares
me ~tG !CIJ f2.0 52.0 220 In thelr attempts to sell the company, ha$ been suspended due to the pos-
2.11 S5.0 sao ",0 Sf.O 235 citing uncertainties as to whether the cur- sible sale of tlie company. But Our earn-
Col. WtHIIIG$PEIl$IlMli" Full rent offer Is a fair reflection of the stocks lngs presentation reflects the continuing

.Ild.,. Mar')1 Jun. 30 SOIl-3D 0«.31 Y••• value after II number of financial state- operation of SouthWest as a publicly
2007 .03 .09 ,09 .11 .31 ments had to be restated due to account- traded endty. The aforementioned possJ-
2008 ~.04 .lI3 ~.02 .m .04 lng errors. Investors should note that the biUty of a price decline' If the deal Is reo
20D9 J)3 .03 ,1)5 .011 .17 stock 1$ currently trading near the pur' jected, coupled. with the uncertainty of
20\' .05 ,05 ,01 ,Of ,U chase prke, which would probably drop "Southwest's business P("Qsp~U be<:ause of
2'11 ,0' .liB .to .111 ,3$ considerably If the deal falls through (the the wellkened housing market. adds con-
till· 41UARTERU'IlMllEHG!PAiO' F.ll c;urrent price represents a oeady 70% rise s1derabJe rlsk. .
.nd,r "'al,31 Jull.3D StDJO lIec.31 Yelr since our January report), John D. BurJce Apr1123, 2010
20116 .052 .\lS1 .052 ,05lI 11 Meanwhile. the company showed an CASH POSITION H .... Ay'. l>mllDll
2001 ,058 .058 .058.058 ,23 overall year-over-year eantlngs im- e...-t .....l<J4totlour.I'I.!lobiiltS: t:lS". mv.
me .08 ,0& .te.~ .24· provement In 2009, but it has not fully em & E"quW.1O CI/rronl UObllilioo: 10% 8%
t,oott_ .~5 .~ ,025.00 .13 recovered from the sharp drop In W_n C""'l&I 10 Sol.., ~'ll. 3'0\0
••• .W .... 2008. Revenues declined nearly 5% In • ...
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YORK WATER CO NDQ••Yaw I~NT 13.961~~ 21.81~~' 1.151~o 3.7%_rRIC£

~~::-:r;.it:':~K::~:i~~~:~~,};,: 10.22 13.45 13.49 14,03 11.81 20.911 IUS IUD 11.85 15.0~ j HiQh
5.81 5.20 9.33 11.00 11.81 15.33 15.45 6.23 ~.H 13.04 low

PERFORMANCE 3,-_ LECEHOS
-12M.'lh<~ " '8TodJrkeI 3/1_ ••.. Rol p/b>Slnt " ,1t:J,l.' l.~ l' IJ2-ior-lop11l6/02 .... . 13

3-. :I-ioto2 tp&t BIOS .,
'L 'SAfElY ". - , , II ~ ~---- .... '. t. " .

" S
BETA .65 (\.00 - ""d<el) ,I . ,.'

,"." "
.. , " '•jI."' • '-......

5

•Flnontlol Bltonglll B+ 3

Pr1c. Sl.b111ly 85 2

Pile.C'-Po"lalon,' 55 I

Etmlni. P..llIcta1llKIy 95 am~~315IJJ;'~ Al
o VAWE UNE l'UBLISHING, INC. 2001 2002 2003 2004 2005 2006 2007 2llO8 2009 2010/2011

REVENUES PER SIt 2.05 2.05 2.11 2.18 2.58 2.56 2,79 2.69 '2.95
"CASH FLOW' PEIl SH .511 .51 .55 .65 .79 .n .ll6 .88 .95
EMHIIIGS 'Ell SH .43 .4G .41 .49 .56 .58 .57 .57 .64 .a8 ...·/.n"
Dnro DECL'D PER SH .34 .35 .a7 .39 .42 .45 .48 049 .51
CAP'L SPEIIDlNG PER SH .76 .136 1.07 2.50 1.69 1.85 1.69 2.17 1.16
BOOK YAl.UE PER 8H 3.79 3.90 4.06 4.65 4.85 5.84 5.91 6.14 6.92
CQIlMOH SHS OUT8T'G MIL 9046 9.55 9.83 10.33 10.40 11.20 11.27 11.31 12.58
AVG AlIll'I.I'Fe AATIO 17.9 26.9 24.5 25.7 26.3 3t.2 30.3 24.6 21.9 20.511',4
RELAnVE I'te RATIO .92 1.47 1.40 1.36 1.39 1.68 1.01 1.48 1.46
AVO AHN'L IlIV'D YIELD 403% 3,3% 3.2% 3.1% 2.9% 2.5%.· 2.6% 3.!i% 3.6%
REVENUES (mJ~L) 19.4 19.6 20.9 22.5 26.8 26.7 31.4 32.8 37.0 Bpldl1guru
N~T PROFIT flMlLU 4.0 3.8 4.4 4.8 6.8 6.1 6.4 6.4 7.S .II,. C'MU".Jcr.
INj:OMl: TAX RATE 35.8% 34.9% 34.6% 36.7% 38.7% 34.4% 3S.5% 36.1% 31.9% •.,.n'ng.
Af'UOC %TO NET PROFIT 2.2% 3.7% - - - 1.2% 3.6% 10.1% -- .11Im"••
LOlIG-lell.M lIEtIT R#.T\O 41.7% 46.7% 43.4ot. 42.l>ot. 44.1% 48.:W. 46.5% 60\.5% 41>.1% 8M.. u!lFn:D the
COMMON EQlJITY RAno 52.3" 53.'% 66.5'1' 57.5% 56.9% 51.7% 53.5% 45.5% 604.3% ,..enrprku,

TOTAL CAl'lTAL ($MII.LJ 68.6 69.9 69.0 83.6 110.3 126.5 125.7 153.4 160.1 PlEat/tu.

NST PLANT ($MI.1I 102.3 106.1 116.5 140.0 155.3 174.4 191.6 211.4 222.0
RETURN OH TOTAL CAP'L 1.11% 7.4% 8,5% 7.6% 8.4% 6.2% 6.7% 5.7% 6.2%
REtuRN 011 SlIR. EQUITY 11.2% 10.2% 11.4% 10.0% 11.6% 9.3% 9.S% 9.2% 11.6%
REnJRIf ON COM eQUITY 11.2% 10.2% 11.4% 10.0% 11.6% 9.3% 9.5% 9.2% 8.6%
REtAINED 10 00'" EQ 2.5% 1.3% 2.6% 2.1% 3.0% 2.2% 1.7% 1.4% 1.9%
ALL DI'J'OS TO NfT PROF 78% 86% 77% 79% 74% 17% 82% 85% 78%

""'" "'""*,,,~um..sl.l/l"" IDP)'o:O *' DGt1IIrI, _~"."Mp~~Ol:IPIf)'tll'.eBasft'_4~·._N. eSUotl_4",,*JIJ·._o.

ANNUAl RATES
ASSETS ISmlIl.1 24117 200. 12/3111l1 iJ{iii~;:~:t:i;:\i}~s\J:~H.9!mYi~t'll!;i':Yp,14;r:R~:::·;T,~:·;:;-1::.

oI~.fJ'O'Wto) 8 V... 1V,. ~As&tlll .0 .0 .0
R".....,., 6.0% 2.0~ Ileeaf';all'-I 5.2 5.9 5.4 BUSINESS: The York Waler Company engages in ahe
''Cash A"w' 1.5% 1.5% Invs~ (A¥lI CO$IJ .8 .7 .1 impounding. purifieMilm, and dislribulion of waler ill YorkEarnings 5.~11 12.5% 0Ilw ........! ---2 -..!,Q
DMd8II<U 8.0\1 '.5% ClmoIlI M10lJ 8.8 1.3 7.1

County 1100 Adams County. Pennsylvania. The company
Book v.... U% 13.D% lupplies water for residential, conunercial, industrial. and

FTtul QUAATERLY SAleS (laInr.) Full p~,P10nl oilier CUS1tlll>tolS. It Iln two reservoin, Lake Williams,
V..r iQ ZQ 3Q <lQ v... Eq,op, al oosI 223.1 246.0 260.• which i, 700 feet long and 58 fee! high, and creates a

,lccum Oop<eda1/llll 31,5 344 36.4
~SCtvoir coverillg approltimalely 16S al:telt oontaining121311117 7.4 7.11 8.3 7,8 31.4 !'lot Ploptrty 1111.. 211.4 22Z.0

12131/1l8 1.5 1.8 8.B 8.9 32.8 OlMr 12.6 ..l!J ---!!1 about 810 million gallOJlS of waler; and Lake Redman,
. 11l.l11ti9 ll.8 9.2 9.B 9.2 37.0 T"lal~. 211.D 24G.4 248.8 which is 1,000 feel long and 52 fed high and creates a

11l.l1110 re.oNolr .covering Ilpproximately 290 acres conlaining

RscaJ EARNINGS PER SIIARE Full
L1A6IUllEllISmlll.) about 1.3 billion gallons of waler. In addilion, Ihe company
Ao<:lo Poyoble 3.2 2.0 lA

Yqr IQ 2Q 3Q 4Q V..r Ddll DIlo 15.0 6.7 9.3 posse~. a I Somite pipeline from the Susquehanna River 10

12131108 .12 .14 .17 .15 .58 Qlher ....1J ----M ---.M bke Redman thaI provide! a~u to an additional supply
UJ3W1 .12- .l~ .15 .15 .57 cu.-11.1ob 21.4 1U WI of wattl'. As of De\:cmbet 31. 2009, lhe cmnpall)l served
12131/1l8 .11 .13 .15 .18 .57 approximately 180,000 residential, commercial, industrial,
12131JW .13 .17 .18 .16 .64 and oth~ (;ustomers in 39 municipalities in York County
12131110 .14 .11 .1~ LONG-TERM D~BT AND EQUlTY and seven municipalilies in Adams County. Has II I em-

It 0' 12I31m
CII- OUARTEflLYIlMOENDS PAID Full ployees. C.E.O. & Presiden!: Jeffrey R. Hines. Inc.: PA.

. Ind,r IQ 2Q 3Q 4Q V,t, T.,rol Oobl $82.6 d. Du. r~ 5V... $24.6 milk Address; 130 East Market Street, York, PA 17401. TeJ,:
2W7 .118 .118 .118 .118 .47 LT O,bl $73.2 nil (717) 845-3601. InterneI: hllp:lfwww.yorkwaler.com.

rncJudTn~ C"I'. L..... HOfllI
2008 .121 .121 .121 .121 .43 l:' ufCap'l) w.r.
2QOg .1:16 .128 ,126 .128 ~. lI..... UnClplt.nud "",""II reo!"'" •
ZOlD .f:!s .128 April 23, 2010

IN5nMIDtlAL DeCISIONS
!'eRofDn Llobllily $U lliII.", '09 ... SUIIil ~ '01

TOTAL SHAREHOLDER RETURN
t<rQ\ 3Q'Q' W~ 1'14 $lock Nono Pfd lllY'Il,aId Hoof ~""".J'Il'"tIo!;on •• ol;ll:)l/,1(lID

10 Buy 30 3$ 28
~ol1ll1on 81odlIZ,558,724 tllarol 31101. 8Mo•• 1 Yr. 3Yrs. 5 VIS.

IDSII!I 12 16 15 (50\oICapll
1Id'1[OOO) 2471 ~lNl 2961 -4..36% 1.00% H1.19% ·-10.47% 26.22%

To subsctibe call 1-800·833·0046.




