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Mlsso!J!!-Am!!r!can Waler Company
 
PftrCftnt ChaM' in Grpss 0olN!s~c Product (GOP) for the Yearn 1998 _ 2008
 

Cod' Industry Tltl' 
Value lidded (Millione 01 dollars) 
VA Gl"Qn domasUc product 
VA Pri'IIate indusb1es 
VA Agricullure, Iorestry, ~shin9. and hunting 
VA Farms 
VA Forestry. ~shlng, and relat!l(l activities 
VA Mining 
VA on and gn e~lraeUQn 

VA Minin9. aJ:capl 011 and gas 
VA Suppon adNil~s for nurung 
VA Ul~i6es 

VA Construction 
VA Man...faeturing 
VA O... rable goods 
VA Wood prod ...cls 

1998 

6746997 
7852501 

102395 
78901 
23494 
74785 
35173 
21031 
12561 

160806 
374387 

1343650 
806865 

29358 

1999 

9266410 
6127193 

93779 
66774,m, 
65397 
47217 
27492 
10668 

185417 
406602 

1373112 
820392 

31930 

2000 

9616969 
8614266 

98019 
71526 
26494 

121334 
60990 
26992 
13353 

169291 
435914 

1426216 
865266 

31437 

2G01 

10127976 
8869652 

97695 
73134 
24781 

116731 
72515 
27062 
19140 

202286 
469535 

1341330 
778671 

31313 

2002 

10469601 
9131169 ,..... 

70819 
24625 

106534 
62753 

"'"16946 
207328 
482277 

1352640 
714764 

30421 

2003 

10960770 
9542338 

114383 
66267 
26118 

143345 
93617 
27238 
22290 

219976 
496212 

1359327 
17179-4 

32103 

2004 

11685901 
10194273 

142160 
114873 

27467 
171341 
114315 

30'33 
26693 

240271 
539218 

1427887 
807475 

37477 

,,,, 
12421685 
10853091 

133337 
104123 

29214 
223815 
150491 
38755,6>,,, 
2394~ 

6054SO 
1480590 
845060 

36-0137 

2008 

13178376 
11529271 

121627 
91118 
30509 

262406 
160557 
43196 
56653 

272738 
646015 

1577399 
899423 

33780 

2007 

13807539 
12064612 

167907 
137251 

30'" 
275012 
1611678 
45310 
6S025 

281424 
610642 

1616828 
921964 

31449 

2008 

142611597 
12424828 

157895 

325343 

308024 
581537 

1837611 
914711 

'07.'08 '911-'08 
% Coonga 

3.31" 5.56% 
2.98% 5.53% 

-ti.08% 4.92% 

18.30°,(, 17.75% 

8.14% .,'"
-4.80% 5.01,.. 
1.29% 2.22% 

·0.79% 1.40% 

VA 
VA 
VA 
VA 

Nonmelaillc mlnerel producu 
Primary melals 
Fabricaled metal product! 
Machioery 

42321 
49422 

112705 
111472 

45103 
47303 

116360 
105629 

45743 
4619J 

121686 
109296 

44662 
41072 

112040 
103157 

45941 
41943 

107403 
96525 

45134 
38352 

'''30<
94277 

49335 

54'" 
115193 
103446 

53016 
56352 

123732 
111643 

57964 
63449 

131647 
119511 

54421 
62367 

140391 
125680 

VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 

Com!l'Jler and elewonic products 
Electrical equJjlmllnt. appliances. and componenls 
Malar vehicles, bodies and lTalieGl, aM parts 
Olher lnlnsportel!on equipment 
h'm~urll and related praducls 
Miscellaneous ml'Inutacturing 

Nond... rable goods 
Food and beverage end lobecco pradkICts 
Textile miDs lind lertile praduct mils 
Apparel and leatt1er and allied Ilrod ...cts 

185673 
44735 

11)6627

,,""
29101 
.9902 

536985 
137539 
27121 
21i049 

162777 
48198 

115397 
64253 
309lj5 
52480 

552720 
153567 

26440 
24739 

165563 

""" 118105 
64439 
32712 
57515 

560950 
154609.,,,, 
25052 

136931 
49194 

103694 
69175 
30200 
57234 

562459 
167129 
22713 
22796 

124152 
48765 

116862 

'''"'31061 

"''''577655 
172880 
21946 
20913 

124001 
48604 

124093 
62352,"", 
62928 

587SJ3 
187940 

23107 
16259 

125461 
4Sli59 

106942 
70677 
31196 
67357 

620413 
161()45 
23119 
17325 

133736 
46268 
98225 
80573 

94'"..", 
635529 
159206 
23230 
17071 

144407 
~270 

9a315 
87665 
36820 
70795 

677978 
160161 
21720 
16679 

148294 
58381 
98454 
96140 
35363 

'''64 
694861 
174696 

19783 
16077 

722950 4.04% 3.38% 

VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 

Papllr prodUcts 
Prinling and related s...pport activities 
PetrollNm end C()a/ Prod...cls 
Chemical products 
Plastics end nrbber producb 

Wholesale trade 
Rela~lrade 

Transportation and warehousing 
Air transportation 
Rail transponallon 
Water transportation 
Truck rransponallon 
Transil Md ground passel'l(lllr transponlllion 
Pipeline lrnnsportatlon 

52154 
46506 

3064' 
15JJ62 

63603 
542939 
598633 
2737()4 

52501 
24SJl 

6518 
88196 
13777 

9245 

54'" 
46183 
22399 

157142 
66100 

577698 
635458 
287410 
54668 
24668 

04" 
89636 
14400 
9243 

55594 
49009 
26248 

157057 
66726 

591668 
662430 
301622 

57678 
25530 ,= 
92821 
14457 
8716 

46941i 
46666 
33376 

15n27 
63406 

607078 
691578 
296948 
49960 
25559 

7417 
93315 
150116 
9166 

50311 
45662 
26246 

174363 

"53'
1i15365 
719576 
304557 

46336 
26191 

""95651 

"'"11519 

50310 
.(5249 
39148 

179465 

64'94 
637005 
7514/13 
316576 
51729 
28079 

8739 

'6J60 

""" "" 

SCI'" 
45554 

"""196746 
lj7314 

666657 
776919 
344625 
49142 
29/1)5 
9510 

111395 
17580 
10671 

50245 
46319 

""')J
201497 

67060 
722433 
8241i53 
3&4727 

46262 
33549 
9904 

116-0125 
1785<1 
9473 

56943 
47468 
73600 

236003 
1i5362 

173243 
866521 
387381 

50289 
38970 
10826 

122486 
16)09 
11353 

50659 
478S4 
70412 

249195 
66166 

605319 
892522 
407188 

55244 

"546 
10700 

127622 
19318 
12018 

816787 
865468 
414858 

1.61% 
-0.79% 
1.88% 

4.67% 
4.45% 
4.13% 

VA 
VA 

Other lransportatlon and support actlvltl!!s 
Wareho... sing lind slorllge 

59652 
21065 

1i4750 
23209 

10225 
24971 

71359 
25064 

73376 
26641 

75425 
28320 

85337 
31155 

91561 
35564 

9780/1 
37339 

10146-01 
40255 

VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 
VA 

Informa~on 

Publ~N<1g Ir1duslrtes (lndudes soi'twllre) 
Motion pldura and ~und recording fnd\l$lries 
Broadcasting and te!llcormtlJnicolions 
Informatlon and dala ~9Slng servlclls 

Flnance. insurance. real estate. rental, and )easlng 
Finence and Inaurance 

Federal Rosorve banks, credit Inlermadlellon, and related IIcllYllillS 
Securilles, commodity contl8clS, e,.,d Investmenls 
lns...renco can1ers and relaled actlv~les 

F... nds, trusta, end olher flnanclal vehicles 
Raaleslale and relltal lind leasin9 

Realaslala 
Rantallli1'd Icaslng servic!!! and lessors of Inlengible lIuett 

Prolessklnal and business services 
Pro(essional, scientifIC, and tect1nrcal services 

361573 
96656 
25286 

229782 
29847 

1664606 
641116 
217742 
134070 
217437 

11669 
1043490 

950298 
93192 

976166 
51i5310 

439313 
116664 
30107 

""94 
38709 

1798398 
679842 
308007 
139930 
211i687 

'SO" 
1118556 
1017949 

100606 
1064~3 

613938 

458304 
118733 

32525 
271301 

37741i 
1930952 
740469 
319025 
167713 
236264 

15467 
1190463 
10/12118 

108345 
1140846 
675121 

476934 
116671 
33588 

283196 
41499 

2059197 
782627 
360055 
170223 
234393 
17956 

1276571 
1169699 

106672 
1165680 
696825 

4629lil 
116993 

"'64 
276949 
46156 

2141689 
822728 
417443 
146390 
237439 

194" 
1319162 
1215693 
103269 

1166965 
705227 

489083 
123546 
38282 

277937 
49318 

224461/1 
864623 
-4-45015 
145887 

'54'" 
18723 

1379995 
1274230 
10571i5 

1246930 
733125 

SJ06\9 
130aJoQ 
4024) 

3022111 
5732/1 

2376770 
907883 
457792 
158266 
267747 

24077 
14706/17 
1368737 

104149 
1338190 
792709 

557770 
143309 
42316 

310409 
81734 

2527949 
989473 
495660 
18853S 
279995 

'508J 
1536476 
1428175 

110002 
1463927 
/159400 

559587 
134284 
42863 

317042 
65377 

26/15171 
1060925 
518716 
211922 
311757 

18470 
1824647 
149/1258 
128589 

1566433 
930568 

586269 
138792 
43430 

342391 
61858 

2811217 
1091416 
504425 
237501 
J,32486 

17003 
1719802 
1566549 
1332SJ 

1694145 
1007780 

621988 

2648410 
1064895 

1763514 

1805772 
1095510 

8.09% 

''''' ·2.43% 

3.70% 

6.59% 
8,71% 

5.58% 

6.01% 
5.80% 

8.14% 

701% 
7.63% 

,J(1l 
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MIss9t!d_Amj!r1can Watar Company
 
P@rcenlChe!!S!AinGrossDorn!slic Pn::!dud (GDP) for the Yeara 1996 2006
 

Cod' Indu.lllry Tl1.le 1998 1'.199 2000 2001 2002 2003 2004 ...5 2006 2007 2006 '07:08 ''.16.'08 
Vallli lidded (MillionS 01 do!!8I"I) % Change 
VA Legal SeNK:es 120893 127)45 136126 145563 145762 154213 168743 179766 187516 198351 
VA ComPI.Il,r syslems design and relaled s,NlCes 92862 107792 125744 127064 121)23 124333 126670 134870 152409 169262 
VA Miscellaneous pror,ssional, acienli~c, find lechnical seNices )51555 378798 41325' 428198 432152 454560 497096 544762 590643 6<10166 
VA 

VA 

Management 01 companies and en\flrprtseso 
Admlnlsll"attve ;Ind waste management servus 

15661(1 
254047 

17()458 
280150 

183354 
28231) 

177636 
2tI~19 

183799 
299956 

195502 
32(1303 

210146 
335335 

236230368,., 248938 
368927 

271251 
415113 

283750 
426451 

4.61% 
2.73% 

6.81% 
5.92% 

VA Admlnlslralhle and support services 231877 255407 257207 264(173 273252 290899 31)4336 335193 356869 381215 
VA Wastfl Il"IlIn,gMTlllnl find remediation services 22170 24742 25166 25346 26706 29403 30999 33104 "'56 33698 
VA Educallonal services, he;lllh care, and SOCial asstSlance 601537 634468 678436 739327 799566 657265 916268 969729 1025813 1066972 1157916 6.53% 7.55% 
VA Edu<::alicnal seNIces 67634 72774 79239 '5094 93266 1000913 106296 113584 121060 129531 136254 6.73% 6.27% 
VA Heel\h care and socia! a"~Lan~ 53391)4 561713 599197 854233 7(16300 757189 807972 656145 904753 957440 1019652 6.50% 7.45% 
VA Ambu(;Ilory health care s&rvlces 27eO!!.3 288565 307824 336120 361803 385673 406661 438712 467011 496101 
VA HOspllals and nursing and residential carlllacil~ies 214539 225565 238552 256044 281113 30)854 330483 34(1961 356825 373681 
VA SOCial aSS;Slllnce 43262 47563 53022 56069 '3304 61&41 70628 76472 60917 65656 
V
VA 
VA 
VA 
VA 

Ms. entertainment. ff1creallon, accommcdabCll, and rood seNices 
Ms. enl&flainmenl, and recreallon 

Performing arts, speel.alor sports, museums, and relalfld aclivities 
Amusements, gambling. end rl!Gf1lelion Irldu.lltdlJS 

Aecomrn:xlaUon end rood seNus 

305913 
76624 
34834 
42191 

229148 

327174

",."
37757".,,,

243973 

350119 
68676 
40012 

'''04 
261443 

361469 
95684 
42695 
52969 

265605 

381505 
~02390 

46731 
55659 

279115 

398862 
107188 
49577 
57611 

291674 

427462 
113744 

52713 
61031 

313718 

451766 
118141 
54218 
63924 

nJ625 

464866 
126696 
58760

88'38 
357970 

513335 
133647 
61606 
72038 

379469 

536346 
140134 

300212 

4.46% 
4.70% 

441% 

6.44% 
6.91% 

6.27'10 
VA 
VA 

AcCOfl1rnodaHon 
Food services end dTinklng plecBs 

78072 
1510]1 

84297 
159677 

90672 
170771 

87487 
176318 

89100 
190015 

"." 
20098:.1 

98428 
215290 "''''88221557 

IlJ713 
244257 

120894 
256594 

VA Olher services, eMcepl90Yernmeni 211145 211606 229112 241458 252S21 265274 273690 287493 299464 315634 3211796 354·/0 4.97% 
VA Govf!mmenl 1094496 1141217 1202681 1258325 1338432 1416433 1491626 1566794 1649105 1742926 1639971 5.57% 5.94% 
VA Federal 352911 361860 318749 3857(11 411325 446589 4793~ 501905 527587 554009 566564 5.88% 5.81% 
VA 
VA 
VA 
VA 
VA 
VA 

Genaral govlI'fnrnenl 
Govemmenlllnlerprises 

Stale end 1oc81 
Genl!"r.3l gOVf!mmenl 
Govemrnenlllnlerpris&s 

NIPA recondllallon ~emll/ 

293058 
59853 

741565 
677223 

64363 

300904 
50'56 

n9357 
711195 
61562 

3\5362 
63387 

823932 
754226 

69706 

325665 
60036 

612623 
800769 

71654 

352873 
04"2 

921101 
848936 

72169 

383934 
64655 

96'844 
696175 

'361l' 

412592 
68762 

10'2274,,
'0430 

438239,"" ..,,,
96604' 

60242 

460138 
67449 

1121518 
1037163 

84335 

484229 
69780 

1168911 
1098994 

69923 

1253407 5.42"/0 6.00% 

Addf!nda: 
VA G,oss domesllc prodllcl, NlPAs 
VA Less: Va(uB edded, all Indu$(ries 
VA Equals: NIPA reconcln"OOl'! ilem /'1 

VA Privale goods-prodLJdng/nduslries /31 1695417 1956669 2081485 2027496 2036693 2113266 2280803 2443191 2601447 2670587 2102246 1.19% 4.02"10 
VA Pma!f! servicge_ploduclng (nl1usli1es/4/ 5757084 6168W4 6532602 6842155 7094276 7429072 7913610 0409900 892\824 9394025 9122379 3,50% 6.00% 
VA lnIormallon-cornmunlcallonS_lechnoJOgy_produclng Indllsll1as 151 365038 425942 465786 424184 416624 421196 """ 473649 496478 516004 53566(1 3.61% 3.14% 
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Missouri-American Water Company
 
Correction of MoPSC Staffs Single Stage DCF using only Projected 5-Year EPS Growth Rates
 

[1] [2] [3] [4] [5] 

Average 
Expected Average Projected Projected Estimated Cost 

MoPSC Witness Murray's Proxy Group Annual Dividend High! Low Dividend Growth of Common 
of Four Water Companies (1 ) Price (1) Yield (1) Rate (2) Equity (3) 
American States Water Company 1.05 33.992 3.09% 6.75% 9.84% 
Aqua America, Inc. 0.59 17.117 3.45% 9.30% 12.75% 
California Water Service Group 1.19 36.788 3.23% 7.25% 10.48% 
York Water Company 0.51 14.102 3.63% 6.75% 10.38% 

3.35% 7.51% 10.86% 

Proposed Dividend Yield: 3.35% 

Proposed Range of Growth: 6.75% - 9.30% 

Indicated Cost of Common Equity: 10.10% -12.65% 

Notes: 
(1) 
(2) 

(3) 

From Schedule 17 of the Staff Report. 
From Schedule 15 of the Staff Report. Used only projected estimates of 5-year EPS growth 
rates for the companies and included the 7.50% 5 year EPS growth rate for York Water 
Company provided by Value Line sheet in which Staff omitted. 

COlumn 3 + Column 4. 

(fj 
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MiSSDUrlMAmerican Water Company 
Capital Asset Pricing Model (CAPM) Cost-of·Common-Equity Estimates 

for MoPSC Staff's Four Water Companies Corrected 
to Reflect a Risk-Free Rate and a Market Risk Premium which Aceoonts for 

a Properly derived HistOl'"ical Market Risk Premium and a Projected Market Risk Premium 

1 

Traditional Capital Asset Pricing Mcx:lel 

" Ii, 

MoPSC Staff's Proxy Group 0( Four 
Water Companies 

American States Water Company 
Aqua America, Inc. 
California Water Services Group 
York Water Company 

Average 

Risk-Free 
Rale(1) 

4.90% 
4.90% 
4.90% 
4.90% 

4.90% 

Company's 
Bela (2) 

0.80 
0.65 
0.75 
0.65 

0.71 

Market Risk 
Premium (3) 

7.68% 
7.68% 
7.68% 
7.68% 

7.68% 

Beta Adjusted 
Market Risk 
Premium (4) 

6.14% 
4.99% 
5.76% 
4.99% 

5.47% 

Cost of Common 
Equity (5) 

11.04% 
9.89% 
10.66% 
9.89% 

10.37% 

Empirical Capital Asset Pricing Model 

, 
!! 

MoPSC Staffs Proxy Group of Four 
Water Companies 

Risk~Free 

Rale (1) 
Company's 

Bela (2) 
Market Risk 
Premium (3) 

Beta Adjusted 
Market Risk 
Premium (6) 

Cost of Common 
Equity (5) 

American Stales Water Company 
Aqua America. Inc. 
California Water Services Group 
York Water Company 

Average 

4.90% 
4.90% 
4.90% 
4.90% 

4.90% 

0.80 
065 
0.75 
0.65 

0.71 

7.68% 
7.68% 
7.68% 
7.68% 

7.68% 

6.53% 
5.66% 
6.24% 
5.66% 

6.02% 

11.43% 
10.56% 
11.14% 
10.56% 

10.92% 

Average of Traditional and Empirical CAPM 10.65% 

Notes on page 3 of this SchedUle. 

i"l 
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650 350 10-YearT-Bond 350 
600 
550 300 

minus 3--Month T·BiII 
(Constant Maturity Yields) 300 

500 250 250 
450 
400 ~ 

200 200 

350 ~ 150 150 
300 ~ 100 100 
250 

50 50 
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12 • BLUE CHIP FINANCIAL FORECASTS. MARCH J. 2010
 

Consensus Forecasts Of U.S. Interest Rates And Key Assumptions!
 
r;:o---;;-------:----:::----,---:--:-----,

-----------------------------.-------History--------.-------------------------------- ,,,Consensus Forecasts-Quar:terly Avg. ,; 
···--··Average For Week End··-····· ----Average For Month---- Latest Q i,' lQ 2Q!W:"3Q 4Q'ilii,1iilQ 2Q 

Interest Rates Feb.19 Feh.12 Feb.5 Jan.29 Jan. Dec. Nov 402009 2010 2010 ';;2010 2010"':20\1 20\1 
Federal Funds Rate 0.12 0.13 0.13 0.12 0.11 0.12 0.12 0.12 oj 0.2 0.3 0.7 '1.1 1.5 
Prime Ra1e 3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.25 ·'3.2 3.3 ','i';3A 3.7",4.1 4.5, 
LrBOR. 3·mo. 0.25 0.25 0.25 0.25 0.25 0.25 0.27 0.27 :iO.~ ",i';~,,4@jmtO.6.;,,,,O.9,,,,(1.4 ;'Ut 
Commercial Paper, I-mo. 0.14 0.12 0.11 0.12 0.13 0.14 0.13 0.13 .;;0.2, 0.3,,; ,0,4', 0.8+,';1.2 1.6" 
Treasury bill, 3-mo. 0.10 0.11 0.10 0.Q7 0.06 0.05 0.05 0.06 '0.1', 0;2 i!l;, 0.4 '1'0.8,)";;1;2 '1:5' 
Treasury bill, 6-mo. 0.19 0.18 0.17 0.15 0.15 0.17 0.15 0.16 '0:2 ,0.3"'".0:6 'd.9 ',', 1:4' '1.7 
Treasury bill, 1 yr. 0.36 0.35 0.33 0.31 0.35 0.37 0.31 0.35 0.4 :..0.6 0.8 1.2 . 1.6 2.0, 
Treasury note, 2 yr. 0.89 0.86 0.83 0.86 0.93 0.87 0.80 0.87 i,,1.0 1.2,'"'' 1.5 1.8 ,2.2 2.5 . 
Treasury note, 5 yr. 2.42 2.34 2.33 2.39 2,48 2.34 2.23 2.30 i:'2.5'. 2./"',,' 2.8 3.1; i'3.3 3.5, 
Treasury note, 10 yr. 3.74 3.69 3.66 3.66 3.73 3.59 3.40 3.46 3.7' 3.8 "4.0 4.2 4.3 '4.5 
Treasury note, 30 yr. 4.70 4.62 4.55 4.55 4.60 4,49 4.31 4.33 4.6 4.74.8 5;05.1 5.2. 
Corporate Aaa bond 5,44 5.36 5.29 5.28 5.26 5.26 5.19 5.20 ii,:?3 i 5.4, ·,5.5 "5.7 '- 5.8 5.9 
Corporate Baa bond 
State & Local bonds :·H mm:H H~ mm m~::~,::i~i:,~i,::::i;:::~;,i~,tR Hi~:Home mortgage rate 

-----...------------------------History-----------··--------------------.-- ,. Consensus FOTccasts-Quarterly : 
IQ 2Q 3Q 4Q lQ 2Q 3Q 4Q 'iQ' . 2Q 3Q 4Q' 101' 2Q 

Key Assumptions 2008 2008 2008 2008 2009 2009 2009 2009 20102010 / 2010 2010 20112011 
Major Currency Index 72.0 70.9 73.5 81.3 82.7 79,4 75.4 73.6 ;,75.4 75.6 75.9·' ·76.136.3 76.6' 
Real GDP -0.7 1.5 -2.7 -5,4 ·6.4 -0.7 2.2 5.9 ,,3.0 3.0. 2.9. . 3.0 3.0 .3.1 
GDP Price Index 1.9 1.8 4.0 0.1 1.9 0.0 0.4 0.4 . 1.5 "1.3 :", 1.5 1.5.", 1.8 '1.7 
Consumer Price Index 4.5 4.5 6.2 ·8.3 -2,4 1.3 3.6 3,4 ·2.0' 1.6 ,,;<1.9 1.9, '," 2.1,' 2.0 
Forecasts for interest rates and lhe Fedoral Reserve's Major Currency Index represent averages for the quartor. Forecasts for Real GDP, GDP Price Index and Consumer Pnee 
Index are scasonally.adjustcd annual rates of change (saar). Individual panel members' forecasts are on pages 4 lhrough 9. Historical data for interest rates except LIBOR is from 
Federal Reserve Relcase (FRSR) H.15. LIBOR quotes available from The Wall Sfreet Journal. Interest rate deflllitions are the same as 'hose in FRSR H.15. Treasury yields are 
reported on a constant maturity basis. Historieal data for the Fed' Major Currency Index is from FRSR H.IO and G.5. Historical data for Real GDP and GDP Chained Price Index 
arc from the Bweau of Economic Analysis (BEA). Consumer Price Index (CPI) history is from the Department of Labor's Bweau of Labor Statistics (BLS). 

U.S. Treasury Yield Curve U.S. 3-Mo. T-Bills & 10-Yr. T-Note Yield 
Week ended February 19, 2009 and Year Ago vs. (Quarterly Average) History Foreca~1 

102010 and 2Q 2011 Consensus Forecasts 6.00 r----'-=:c;..:...-'--""'-"''''-'-'''----;-:==-, 6.00 

5.50 r---==",-------------r 5,50 5.50 Consensus 5.50--YeerAgo 
5.00 -X-Week ended 2119f10 5.00 5.00 5.00 
4.50 --+--ConsenBuB 20 201 1 4,50 4.50 4.50 
4.00 ~Consensu!l102<l10 4.00 4.00 4.00 

3.50 3.50 3.50 3.50 

3.00 3.00 13.00 3.00 
2.~ 2.~ 0.. 2.50 2.50 

2.00 ·2.00 2.00 2.00 

1.50 ·1.50 1.50 1.50 
Consensus 

1.00 ·1.00 1.00 1.00 

0.50 0.50 0.50 I 0.503--Month T.BitI Yield 
0.00· 0.00 0.00 0,00 

3mo 6mo 1yr 2yr 5yr 10yr 30yr 'Q 10 10 1Q 10 10 1Q 10 10 10 10 
2001 2002 2003 2004 2005 2008 2001 2008 2009 lOW 2011Maturities 

Corporate Bond Spreads U.S. Treasury Yield Curve 
As of week ended F~bruary 19, 2009 As 01 w~~k ended February 19. 2009 
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Missouri-American Water Company
 
Development of the Market-Required Rate of Return on Common Equity Using
 

the Capital Asset Pricing Model for
 
MoPSe Staffs Proxy Group of Four Water Companies
 

Notes: 

(1 ) The average forecast based upon six quarterly estimates of 3D-year Treasury Note yields per 
the consensus of nearly 50 economists reported in the Blue Chip Financial Forecasts dated 
March 1,2010 (see page 2 of this Schedule). The estimates are detailed below: 

30-Year 
Treasury Note Yield 

First Quarter 2010 4.60 
Second Quarter 2010 4.70 
Third Quarter 2010 4.80 
Fourth Quarter 2010 5.00 
First Quarter 2011 5.10 
Second Quarter 2011 5.20 

Average 

(2)	 From Schedule PMA-20. 

(3)	 For reasons explained in Ms. Ahem's direct testimony, from the three previous month-end 
(December 2009 - February 2010), Value Line Summary & Index, a forecasted 3-5 year total 
annual market return of 13.65% can be derived by averaging the 3-month and spot forecasted 
total 3-5 year total appreciation, converting it into an annual market appreciation and adding 
the Value Line average forecasted annual dividend yield. 

The 3-5 year average thllg,1 market appreciation of 55% produces a four-year average 
annual return of 11.58% «1.55 ) ~ 1), When the average annual forecasted dividend yield of 
2.07% is added, a total average market return of 13.65% (2.07% + 11.58%) is derived. 

The 3-month and spot forecasted total market return of 13.65% minus the forecasted 
risk-free rate of 4.90% (developed in Note 2) is 8.75% (13.65% - 4.90%). The Morningstar. 
Inc. (Ibbotson Associates) calculated market premium of 6.60% for the period 1926~2009 

results from a total market return of 11.80% less the avera~e income return on long-term U.S. 
Government Securities of 5.20% (11.80% - 5.20% = 6.60 Yo). This is then averaged with the 

I'
"	 

8.75% Value Line market premium resulting in a 7.68% market premium. The 7.68% market 
premium is then multiplied by the beta in column 2 of page 1 of this Schedule. 

(4)	 The traditional Capital Asset Pricing Model (CAPM) is applied using the following formula: 

Rs=R,+~(RM·R,) 

Where Rs = Return rate of common stock 
R, = Risk Free Rate 
~ = Value Line Adjusted Beta 
RM = Return on the market as a whole 

(5)	 Column 4 + Column 1. 

(6)	 The empirical CAPM is applied using the follOWing formula: 

Rs = R, + .25 (RM - R, ) + .75 ~ (RM - R, ) 

Where Rs = Return rate of common stock 
RF :::: Risk-Free Rate I', ~ = Value Line Adjusted Beta 
RM= Return on the market as a whole 

Source of Information:	 Value Line Summary & Index 
Blue Chip Financial Forecasts March 1,2010 
Value Line Investment Survey, January 22,2010 Standard Edition and Small 
and Mid-Cap Edition 
2010 Ibbotson Risk Premia Over Time Report - Estimates for 1926-2009 

I
II 

i 
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Ibbotson" SBBI" 
2009 Valuation Yearbook 

Market Results for 
Stocks, Bonds, Bills, and Inflation 
1926-2008 
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Arithmetic versus Geometric Means 

The equity risk premium data presented in this book are 

arithmetic average risk premia as opposed to geometric 
average risk premia. The arithmetil: average equity risk pre
mium can be demonstrated to be most appropriate when 
discounting future cash :flows. For use as the expected 
equhy risk premium in either the CAPM or the building 

blocl<: approach, the arithmetic mean or the simple differ~ 

ance of the arithmetic means of stOl:k market returns and 
riskless rates is the relevant number. This is because both 

the CAPM and the building block approach are additive 
models. in which the cost of capital is the sum of its parts. 
The geometric average i~ more appropriate 10r reporting 

past perfonnance, since it represents the compound aver
age return. 

The argument for using the arithmetic average is Qurte 
straightfolWard. In looking at projected cash :!Jaws, the 
equity risk premium that should be employed is the BQuity 
risk premium that is expected to actually be incurred over 
the future time periods. Graph 5·3 shows the realized 
equity risk premium for each year based on the returns of 
the S&P 500 and the income return on long-term govern
ment bonds. (The actual. observed difference between the 
return on the stock market and the riskless rate is known 

as the realized equity risk premium.) There is considerable 
volatility in the year-by-year statistics. At times the realized 
equity risk premium is even negative. 

Schedule PMA-18 
Page 2 of 5 

To illustrate how the arithmetic mean is more appro
priate than the geometric mean in discounting 
cash flows, suppose the expected return on a stock 
is 10 percent per year with a standard deviation of 
20 percent. Also assume that only two outcomes are pos
sible each year: +30 percent and -10 percent Ii.e., the mean 
plus or minus one standard deviation). The probability 
of occurrence for each outcome is equal. The growth of 
wealth over a two-year period is illustrated in Graph 5-4. 

Graph 5-4: Growth 01 We",lth Example 

·S;.70· 

$1. $11.90 

iil60 

I 
0 

V",. 

I 
I 

SO.S1 

1 

2 

Graph ~l: Reallzed Equity Risk PlBmium Per Year The most common outcome of $1.17 is given by the geo

sa' EQuitY'Risk'Premium !%l 
metric mean of 81 percent Compounding the possible 
outcomes 8S tallows derives the geometric mean: 

50 

.0 
'ii' .' 

I(1+0.3n)x(1-0.10)1 'h_ 1_ 0.002 

However, the expected value is predicted by compounding 
the arithmetic, not the geometric, mean. To illustrate this, 
we need to look at the probability-weightad average of all 
possible outcomes: 

:1ii" 

..30 
10.25 x 11.69) ~ 10.<225 

+ 10.50 x 11.171-105850 

I,
i 

-40 

I I I I I I I I 11 

+ [025 x $0.811- $0..2025 
Tatel $1.2100 

'925 as " 55 6' 75 BS BS OB 
v..-ml 

0irt3 In:lll\ , !l26-2IIl8. 

2D09IbhtrtsDfI· SBBlcz, Valualion Yearbook Momingstar 59 
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Therefore, $1.21 is the probabjlity~weighted expected 
value. The rate that must be compounded to achieve the 
tenninal value of $1.21 after 2 years is 10 percent the 
arithmetic mean: 

1IX(1+O.10)' e$t.11 

The geometric mean, when compounded, results in the 
median of the distribution: 

$\ x(t+O.lIll2) , =$1.17 

The arithmetic mean equates the expected future value 
with the present value; it is therefore the appropriate 
discount rate. 

Appropriate Historical lime Period 

The equity risk premium can be estimated using any his· 
torical time period. For the U.s., market data exists at least 
as far back as the late 1800s. Therefore, it is possible to 
estimate the equity risk premium using data that covers 
roughly the past 100 years. 

Our equity risk premium covers the time period from 
1926 to the present The original data source for the time 
series comprising the equity risk ptemium is the Genter 
for Aesearch in Security Prices. GASP chose to begin their 
analysis of market returns with 1926 for two main reasons, 
GASP determined that the time period around 1926 was 
approximately when quality financial data became avail
able. They also made a conscious effort to includa the 
period of extreme market volatility from the late twenties 
and early thirties; 1926 was chosen because it includes 
one full business cycle of date before the market crash of 
1929. These are the most basic reasons why our equity risk 
premium calculation window starts in 1926. 

Implicit in using history to forecast the Mure is the 
assumption that investors' expectations for future out
comes conform to past results, This method assumes that 
the price of taking on risk changes only slowly, if at all, 
over time. This "future equals the past" assumption is most 
applicable to a random time-series variable. Atime-series 
variable is random if its value in one period is independent 
of its value in other periods. 

Does the Equity Risk Premium Revert to Its Mean 
OverTime? 
Some have argued that the estimate of the equity risk 
premium is upwardly biased since the stock market is cur
rently priced high. In ather words, since there havs been 
several years with extraordinarily high market returns and 
'realized eqUity risk premia, the expectation is that returns 
and realized equity risk premia will be lower in the future, 
bringing the average back to a normalized level. This argu
ment relies on several studies that have tried to detennine 
whether reversion to the mean exists in stock market prices 
and the equity risk premium.1 Several academics contradict 
each other on this topic: moreover, the evidence supporting 
this argument is neither conclusive nor compelling enough 
to make such a strong assumption. 

Our own empirical evidence suggests that the yearly dif
ference between the stock market total return and the 
U.S. Treasury bond income retum in any particular year is 
random. Graph 5--3, presented earlier, illustrates the ran
domness of the realized equity risk premium. 

Astatistical measure of the randomness of a return series is 
its serial correlation. Serial correlation (or autocorrelation) 
is defined as the degree to which the return of a given series 
is related from period to period. A serial correlation near 
positive one indicates that returns are predictable from one 
period to the next period and are positively related. That 
is, the returns of one period are a good predictor of the 
returns in the next period. Conversely, a serial correlation 
near negative one indicates that the returns in one period 
are inversely related to those of the naxt period. Aserial 
correlation near zero indicates that the returns are random 
or unpredictable from one period to the next. Table 5--3 con
tains the serial correlation of the market total returns, the 
realized long-honzon equity risk premium. and inflation. 

Table 5-3: Inlerpretation 01 Annual Serial Correlations 

Serioll intEr· 
Series ClmlatllJll jlIWl&Iion 

Chapter 5: The Equity Risk Premium 60 
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The significance of this evidence is that the realized equity 
risk premium next year will not be dependent on the real
ized equity risk premium from this year. That is, there is no 
discemable pattern in the realized equity risk. premium-it 
is virtually impossible to forecast next year's realized risk 
premium based on the premium of the previous year. For 
example, if this year's difference between the riskless 
rate and the return on the stock market is higher than last 
year's, that does not imply that next year's will be higher 
than this year's. It is as likely to be higher as it is lower. The 
best estimate of the expected value of a variable that has 
behaved randomly in the past is the average (or arithmetic 
mean) of its past values. 

Table 5-4 also indicates that tha equity risk premium var
ies considerably by decade. The complete decades renged 
from a high of 17.9 percent in the 1950s to a low of 0.3 per
cent in the 1970s, however, thus far the 2000s have shown 
a ~6.7 percent equity risk premium. This look at historical 
equity risk premium reveals no observable panem. 

Table S..:l: Long-Horizon Equity Risk Premium by Oecade ("I 
,,,,. 

l!1'201" 1931ls 1901lb 19S11s lmls 1970$ 1!l8Os lGGIls 2DDOs-- 2008 

17.6 2.3 8.0 17.9 4.2 0.3 7.9 12.1 -li.7 -4.5 

OaLII fran 192&-m:a
 
.I!lls~ on the pn;1l'I19Z5-19l9.
 
·-Based on the period ZDOO-ZDlIl.
 

Finnerty and Leistikow perform more econometrically 
sophisticated tests of mean reversion in the equity risk 
premium. Their tests demonstrate that-as wa suspected 
from our simpler tests-the equity risk premium that was 
realized over 1926 to ~e present was almost perfectly free 
of mean reversion and had no statistically identifiable time 
trends.l Lo and MecKinlay conclude, "the rejection of the 
random walk for weekly returns does not support a mean~ 

reverting model of asset prices." 

Choosing an Appropriate Historical Period 
The estimate of the equity risk premium depends on the 
length of the data series studied. Aproper estimate of the 
equity risl premium requires a data series long enough to 
give a reliable average without being unduly influenced 
by very good and very poor shorHerm returns. When 
calculated using a long data series, the historical eQuity 
risk premium is relatively stable.s Furthermore, because an 
average of the realized eQuity risk premium is Quite volatile 
when calculated using a short history, using a long series 

makes it less likely that the analyst can justify any number 
he or she wants. The magnitude of how shorter periods can 
affect the result will be explored later in this chapter. 

Some analysts estimate the expected eQuity risk premium 
using a shorter, more recent time period on the basis that 
recent events are more likely to be repeated in the near 
future; furthermore, they believe thet the 1920s, 1930s, and 

1940s contain too many unusual events. This view is suspect 
because all periods contain "unusuar events. Some of the 
most unusual events of the last hundred years took place 
quite recently, including the inflation of tha late 1870s and 
early 1980s, the October 1987 stock market crash, the col

lapse of the highwyield bond market. the major contraction 
and consolidation of the thrift industry, the collapse of the 
Soviet Union. the development of the European Economic 
Community, and the anacks of September 11, 2001. 

It is even difficult for economists to predict the economic 
environment of the fLrture. For example, if one were anaw 

Iyzing the stock market in 1987 belore the crash, it would 

be statistically improbable to predict the impending short
term volatility without considering the stock maricet crash 
and market volatility of the 1929-1931 period. 

Without an appreciation of the 1920s and 1930s, no one 
would believe that such events could happen. The B3-year 
period starting with 1926 is representative of what can 
happen: it includes high and low returns, volatile and Quiet 
markets, war and peace~ inflation and deflation, and pros
perity and depression. Restricting attention to a shorter 
historical period underestimates the amount of change 
that could occur in a long future period. Finally, because 
hfstorical event-types Inot specific eventsl tend to repeat 
themselves, long-run capital market return studies can 
reveal a great deal about the future. Investors probably 
expect "unusual" events to occur from time to time. and 
their return expectations reflect this. 

A Look at the Historical Results 
It is interesting to take a look at the realized returns and 
realized equity risk premium in the context of the above dis
cussion. Table 5-5 shows the average stock. maricet rerum 
and the average (arithmetic mean) realized long-horizon 
equity risk premium over various historical time periods. 
Similarly, Graph 5-5 shows the average (arithmetic mean) 
realized equity risk premium calculated through 200B for 
different starting dates. The table and the graph both show 

ZOD9 Ibbolson lll SBBIIlI VBlu!llion Yearblloll Morningslar

il 81 
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Table 5~S: Stock Market Rerum and Equity Risk PlBmium Over Tima 

la'Ue ClllTlPsny 

.._.__.._.._.... .....__..._._~_ ... .....
 

SUd: Ariltrned~ lDng-Hm1Zll'l 
LmpIh I'Briod M!an lOllll EquIty As 
IV"-I DaleS Retuml%1 f>remMn{$J 

~_. . .~~I;;::~!Jll~_. .._ 11.7 6.5 

!~.. ._!~3.9:::?pp.~_ .. ~~~iIf:==~~::=::~=:: 
.6~_ ..... ..~~9:::~!JllL. ..._. __..g,,-....__....._ .~:3..._ 
50 1959-2008 10.6 3.B 
_.~~~--~.~-_.- _._~ _"_.--~-_ 

40 1969-2008 10.6 3.2 
-_._~-~---_ ..._------------_.
3.g_ _._.._1!!!!l:-lpOB 125•.. .._5!l...... 
~~ _..-_ ,~?P~ __ ~~~._.._ _._ _±~~.~ .. 
15 1994-20llB B.1 3.1 

:~§.=:::=:::::=-~:::I?~!.:?fqf··--- ..·····~=9.E~:==:::::::~=~~:~=~:: 
5 2004-2008 0.0 -4.1 

ized equity risk premium over the period 1927-2008, and so 
on, with the last value representing the average oller the 
most recent five yearn. 2004-2008. Concentrating on the 
left side of Graph 5-5, one notices that the realized equity 
risk premium, when measured over long periods of time, 
is relatively stable. In viewing the graph from left to right, 
moving from longer to shorter historical periods, one sees 
that the value of the realized equiry risk premjum begins 
to decline significantly. Why does this occur? The reason 
is tha[ the severe baar market of 1973-1974 is receiving 
proportionately more weight in the shorter, more recent 
average. If you continu~ tD follow the line to the right. 
however, you will also notice. that lh'hen 1973 and 1974 fall 
out of the recent average, the realized equjry risk premium 
jumps up by nearly 1.2 percent 

GrapIl5-5: Equity Risk Premium Using Different Stlllrli~ Oates 

·5 

I I I I I I I I I 
1925 35 45 55 65 75 85 95 04 

Year-end 

DatJ film 1926-ZOOlI 

that using a longer historical period provides a more stable 
estimate of the equity risk premium. The reason is that any 
unique period will not be weighted heavily in an average 
covering a longer historical period. [[ bener represents the 
probability of these unique events occurring over a long 
period of time. 

looking carefully at Graph 5-5 will clarify this point. The 
graph shows the realized equity risk premium for a series 
of time periods through 2008. staning with 1926. In other 
words, the first value on the graph represents the average 
realized equity risk premium aver the period 1926--2008. 
The next value on the graph represents the average real~ 

Additionally, use of recent historical periods for estimation 
purposes can lead to illogical conclusions. As seen in Table 
5-5, the recent bear market in the early 2000's and in 2008 
has caused the realized equity risk premium in the shorter 
historical periods to be lower than the long..term average. 

The impact of adding one additional year of data [0 a 
historical average is lessened the greater the initial 
lime period of measurement Short·term averages can be 
affected considerably by one or more unique observations. 
On the other hand, long~term averages produce more stable 
results. Aseries of graphs looking al the realized equiry 
risk premium will Illustrate this effect. Graph 5-6 shows 
the average larithmetic mean) realized long-horizon equity 
risk premium starting in 1926. Each additional point on 
the graph represents the addition of another year to the 
avarage. Although the graph is elrtremely volatile in the 
beginning periods. the stability of the long-term average is 
quite remarkable. Again, the "unique" periods of time will 
not be weighted heavily in a long-lerm average, resulting 
in a more stable estimate. 

Chapler 5: The Equity Risft Premium 
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Missouri-American Water Company
 
Total Returns on Large Company Stocks
 

1926 to 2008
 

2006
 
2004
 

2007 1988 2003 1997
 
1990 2005 1986 1999 1995
 
1981 1994 1979 1998 1991
 

Large Company Stocks 1977 1993 1972 1996 1989
 
1969 1992 1971 1983 1985
 
1962 1987 1968 1982 1980
 
1953 1984 1965 1976 1975
 

2001 1946 1978 1964 1967 1955
 
2000 1940 1970 1959 1963 1950
 
1973 1939 1960 1952 1961 1945
 

2002 1966 1934 1956 1949 1951 1938 1958

120081 1974 1957 1932 1948 1944 1943 1936 1935 1954
 

1931 1937 1930 1941 1929 1947 ~ 1942 1927 1928 1933
 
-50% -40% -30% -20% -10% 0% 10% 20% 30% 40% 50% 60%
 

" Arithmetic Mean: rA = L r, I n 
f =1 

"UUl 
~g. 
~ ~ 

"'~ 
Source: Ibbotson SBBI - 2009 Valuation Yearbook - Market Results for 20 m 

Stocks, Bonds, Bills, and Inflation -1926-2008, pp. 166-167, 
w"U 

;: 

Morningstar, Inc., 2009 Chicago, lL :!: 
<0 
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Missouri-American Water Company 

Total Returns on Large Company Stocks 
1926 to 2008 

Large Company Stocks 

2008 1926 
-50% -40% -30% -20% - 10% 0% 10% 20% 30% 40% 50% 60% 

1j"
Geometric Mean: fe = [ V" / Vo - 1 

"UU> 
,1l<J. 
ro ro 
wg. 
2,tb" 
w"u 

;: 

Stocks, Bonds, Bills, and Inflation -1926-2008, pp. 166-167, !: 
Morningstar, Inc., 2009 Chicago, IL '" 

Source: Ibbotson SBBI- 2009 Valuation Yearbook - Market Results for 
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AMER. STATES WATER NYSE./M I~~fr, 34.751~no 18.5(:i:::;~g:O ~~~~ 1.071~ 3.0% 
TIMEUNESS 3 1.cMa:IfMl9 High: 19.51 26.51 25.3 26.4 29.0 29.0 26.8 34.6 43.8 46.1 42.0 38.3 Target Prif::e Range

Low: 14.1 I 14.81 16.7 19.0 20.3 21.6 20.B 24.3 30.3 33.6 27.0 29.8 2012 2013 2014 
SAfETY 3 NewVt-OO LEGENDS 

- 1.25 ~ Dividendi P111 L+i>1=Oj1-fij'ft---+--f--+--+--t--+--j--+---+--f--+--+'"TECHNICAL 3 Raised l2IWJ dMd!1!l ~nl'llJ~ !tale r ~
 

BETA .so (1.00-MNket) i.io,·.2=we&102te~ t:::$ic:I=,,~··,,:~=~==~=t=i==~=$=~==$=~==~~t~~:8
2Ul2.,...OJE"'!O~,~. "J:::"":;,'::,, ...~_ ~ .>.~~ ..... . 54 

60 {+75%1 17% i'ii~ I ll' 'l,l I , (J 40 
4(1 l+15'%,j 6% ft'~ I I' 3Z 

Insider Decisions I I" Z4:~P~ri~"~~Gr·~,uAn~~~~tu:T:"~b~'~'~'.~'~~~-~~"'~~~'2A1~7~~~~~iLi~~~'~~f~j~~~~£~3~~r~!~~E~f~~~~E~!48
F MAN J J ASOl Illl I ~~ I' 16 

~~ ~ti.;:1 .•' •••••• 

9.27 10.43 11.03 11.37 11.44 11.02 12.91 12.17 13.06 13.78 13.98 13.61 14.06 15.76 11.49 18.42 19.50 20.55 Revenuesptlr,h 21,75 
1.67 1.68 1.75 1.75 1.85 2.04 2.26 2.20 2.53 2.54 2.08 223 2.64 2.89 3.31 3.37 1.65 3.90 "Cash Flew" per eh 4066 
1.11 .95 1.03 1.13 1.04 1.08 1.19 1.26 1.35 1.34 .78 1.05 1.32 1.33 1.62 1.55 1.85 2.00 Eamln9spenh A lID 
.19 .80 .81 .82 .63 .84 .85 .86 .87 87 .88 .89 .90 .91 .96 1.00 1.01 1.05 Dlv'd Decl'd per eh U. 1.11 

1.9!1 2.43 2.19 2.40 2.58 3.11 4.3u 3.03~.18 2.68 3.76 5.03 4.24 3.91 2.89 4.45 4.05 4.15 CIII'I:spenalngpersn 5.011 
9.95 10.07 10.29 11.01 11.24 11.48 11.82 12.74 13.12 14.05 13.97 15.01 15.72 16,64 17.53 17.95 19060 2D.atJ BeekValll£lpersh 22.00 

11.71 11.17 11.77 13.33 13.44 13.44 13.44 15.12 f5.12 15.18 15.21 16.75 16.80 17.DS 17.23 17.30 18.60 19.00 CommenShsOutsl'g C 2O,OD 
13.4 12.8 11.6 12.6 14.5 15.5 17.1 15.9 16.7 18.3 31.9 231 21.9 27.7 24.0 22.6 1B.54 AvgAnn'IPIERatio 19.0 
.79 .84 .78 .79 .M .81 .97 1.03 .86 tOO 1.82 123 1.17 1,50 1.27 1.37 1.Z2 RelatlytPfERatio 1.15 

5.3% 6.6% 6.7% 5,8% 5.5% 5.0% 4.2% 4.2% 3.9% 3,6% 3.5% 3.6% 3.1% 2.5% 2.5% 2.9% 2.9% AvgAnn'IDlv'dYield 2.4'" 

CAPITAL STRUCTURE IUlf 9130109 173.4 184.0 197.5 209.2 212.7 228.0 236.2 268.6 301.4 316.1 365 390 Revenue,:; (Smm) 45D 
Total Debt $327.5 mill Due In HI'S $25.0 mm. 16.1 18.0 20.4 20.3 11.9 16.5 22.5 23.1 n.o 26.8 35.0 :1B.0 Net Profit l$mln1 52.0 
t~T~~t:~~0:~~:\.8x~~~:~n':~~:t23.5,"11. h46~,O%~h45"'.7"'%'-I-4"'3>;,O%!.'-I-'38","9%0'+-;43,c,5~%H-3"1;;4'i:!%'-I-4"7,"O%a'-I-;4.cO,5"%f+-;42,c,6"%:'+"37C:~"'%'-I-3-,"""%'-I-J".,",%0'-I:,"'nco=m.":T",,J!R"'."''''--+'''D'',D%i7-j 
coverage: 3.5x, (46% of Cap'l) 1-7",';-'1-,;",,-''j,,,,,',,'-h,,,,'i-'h"",';-'\-:;;cii"+':;;-;i'i-'+i'i'2'"";+,'",5"%H-i6C;,9:,;%+,,',,,D%lH-f,',~O%iH:Ac:F:,U:,DC,,%::'ilo::N"","P"roi'!fil'--j-T.~,,Oli)~-l 

51.0% 47.5% 54.9% 52.0% 52.0% 47.7% 50,4% 48.6% 46.9% 46.2% 46'.0% 44.5% Long-Term Debt RaUo 46.5% 
LeISIS, Uncapitalized: Annual renlals $2.9 mill. 48.4% 51.9% 44.1% 48.0% 48.0% 52.3% 49.6% 51.4% 53.1% 53.8% 54.0% 55.5% CommenEaultvRatlo 53.5% 

328.2 371.1 441.6 ~4U 442.3 480.4 5325 551.6 569.4 577.0 675 705 ToiaICapltal($mllij &25 
Pension Assllls·12108 $541 min. 449.6 509.1 539.8 563.3 602.3 664.2 113.2 750.6 n6.4 825.3 170 920 NetPlani r$mim 1025

ObitS. $94.5 miD. 6.6% 6.4% 6.1% 6.5% 4.6% 52% 5.4% 6.0% 6.7'.4 6.4% 7.0% 7.S% RetumonTelllClp'l 8.5"Pfd Stock Nooe. 
to.O% 9.2% 10.1'" 9.5% 5.6% 6.6% 8.5% 8.1% 9.3".4 6.6% Ur. 10,5% RelumonShr,Equlty 12.0% 

Common Slock 16,512,032 shs. 10.1% 9.3% 10.1% 9.5% 5.6% 6.6% 8.5% 8.1% 9.3% B.6% 9.5% 10,S% ReturnonComEQulW 12.0% 
Buf 1113109 2.9% 3.0% 3.6% 3,3% NMF 1.0% 2.8% 2.7% 3.9% 3.1% 4.5% 5.(/% RetamedloCem Eq 6.5" 
MARKET CAP: $650 mlmon ISmail Clpl 72% 68% 65% 65% 113% 84% 67% 67% 58% 64% 54% 5!% ADDlv'dsloNelProl 47% 
CURRENT POSITION 2007 2008 91301011

($Mu.j BUSINESS: American Slales Water Co. ope,ales as a holding el'S in the city of Big Bear Lake and in areas of San Bernardino 
Cas'h Assets 1.7 7.3 7.4 company. Tlvough its principal subsidiary, Golden Stale Water County. Acquired Chaparrel City Walef 01 Arizonll (10.'00). Has 
Other 61.4 63.3 92.3 Company, 11 supplies waler te mtl/e \hall 250,000 customers ill 75 roughty 675 employee.5. OI'ficel$ & dtrectors own 2.5% of a:mrnon 
Current Assets ~ 90.6 99.7 communities in 10 counties. SM'ice areas include lhe greater slock. (4109 Proxy). Clwlinnen: lloyd Ross. President & CEO: Floyd 
Accts Payable 29.1 36.6 37.4 meltopolilan areB.5 01 los Angeles 8nd Offinge Counties. The com· Wicks. Inc: CA. Addr.: 630 East Foo\llnl BouIeYard, San Dimas, CA 
g:~rOue ~~:~ ~~:g ~J:~ pany elso provides electric uWity services \0 nearly 23,250 custom- 91773. Tela.: 909-394·36oo.1ntemllt WYM'.8SYiBter.com. 

Currllnt Uab. --gT,J 13'f.4 ----g[Q American States Water posted im- grOWing infrastructure requirements men-
Fix, Chao Cov. 314% 293% 352% pressive third·quarter growth. Indeed, tJoned above. the cash-strapped entity wlll 
ANNUAL RATES PI&I Pa&t E!Ol'd '06·'08 the water utility reported earnings of have to continue to seek outside financing. 
dc:t.'9(per~ 1O'm. 5Yrs. 10'12-'14 $0.52 a share, as revenues advanced 17%. with debt and share offerings likely bec-
Revenues 4.5% 5.0% 4.0% d $101 'Ill I I Th h' h 't t"Cash Aow" 5.5% 6.0% 6.5% to a recor mJ on. om ng commonp ace. e Ig er In eres 
Eamings 3.5% 5.5% 9.5% Expectations should be tempered a rate and share count associated with these 
~~~e~~l~e g~ ~:g~ ~:~ bit, however. Last year's third~quarter transactions wJ1l lJmlt the benefJts of the 

figures were relatively weak. The expansion of the non regulated business. 
Cal· QUARTERlY REVENUES ($ milL) Full December-period comparisons are far more These shares are not too intriguing at 

endar Mar.3t Jun.30 SeD. 30 Dec. 31 Year formidable. Plus, although the top line is this Juncture. Share-price momentum
 
2006 64.3 63.0 75.0 66.3 268. likely to continue being the beneficiary of has tapered off in the months following
 
2007 72.3 79.3 75.8 74.0 301.4 favorable general rate case rulings from our October review and is likely to remain
 
2008 68.9 80.3 BS.J 84.2 318.1 the California PubHc UttUties Commis- relatively stagnant over the coming.six to
 
2009 79.6 93.6 101.8 90.0 365 s10n, operating expenses look to be on the 12 months as the emergence from the
 
2010 85.0 100 108 97,0 }90 rise. as evidenced by the most recent recession continues to gain steam and in·
 
Cel- EARNINGSPERSHAREA Full double~digit increase. Already decaying in- vestors regain confidence and take a more
 

endsr Mar.31 Jun.30 SeD. 30 Dec. 31 Year frastructures are only grOWing older and aggressive stance. The longer-term picture
 
2006 .35 .36 .32 .30 1.33 reqUirIng more investment. Much in that is not much better. with burgeoning
 
2007 .40 .42 .44 .35 1.62 vein, we anticIpate that the company had financJng costs curb1ng 3- to 5-year share
2008 .30 .53 .26 .-43 1.55 !rouble meeting last year's share-net total holder gains. Although risk-averse inves
2009 .28 .&4 .52 .41 1.85 in the fourth quarter. despite a healthy tors may be intrigued by the issue's In
2010 ,30 .65 .58 .47 2.00 high single-digit top~line advance, For come component (In a much anticipated
 

QUARTERLY DIVIDENDS PAID 8. Full many of the same reasons. bottom-line move the board recently raised the 
e"dar Mar.31 Jun.30 SeD.30 Dec.31 Year growth for full-year 2010, though healthy. quarterly dividend by 4% to $0.26 a 
2006 125 .225 .225 .235 .91 wlll likely pale In comparison to the levels share). it should be noted that there are a 
2007 .235 .235 .235 .250 .96 witnessed in 2009. number of better income sources, particu
2008 .250 .250 .250 .250 1.00 The company's balance sheet is not lady in the utility genre, to choose from. 
~~~~ .250 .250 _250 .260 1.01 exactly seductive. In order to meet the Andre J, Costanza January 22, 2010 

(A) PrimeI)' earnings. Excludes nonrecUrring~ 1.:81 ONidends hisloriQUy paid In earty ,Mar~, , Flnantl~1 Strength B++i ~omp'BnY's
gains/(Ionas): '04, 14¢; '05, 25¢: '06, 6t: 'DB, June, September, and December.• DIY d rein· . Slock 5 Price Stablbty 80 
(27¢). Next earnings report due lale FebnJary. vestment plan available. Price Growth ~er5lslente 70 
May not add due 10 rOUnding. (e) In miniens, adjusted lor split. Earnings PredJclablllty 70 
o lQ10 YaIue ~ I'Itistmo. Inc. AI rigN3 reler'iel1 f~ malerilll n oblained from ~ bdi!Wd ID be 'EiJtlle 1m Is provi!led WI.houI wanMlie5 (If 1WlY l:ind. • , 
THE PUBLISHER IS NOT RES"PONSIBLEtOR NNERRORS OR OMISSIONS HEREtN. Tris pWlicationi.~ stnctIy hI sulooibe(S(Mll, ~dlL ilMnal.Ule./lOpart • • I '. ,II. I I J , 

oll rtIJ'f tic rtpDdu:;ed. Il5lld, SUIed 0' lnr.srrited kI ~ p-V100. ell!l;lmt'ie 0' tthe" 1001\ 0' use:lICf ~ (I" rn.nDg ~ pirted (I" elear(lf'l~~ Sl5\'ICe Cf p-Ol1J:l. 
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3,4% 

1.10	 1.62 1,8.4 1.86 2.02 2.09 2.41 2.46 2.70 2.BS 2,91 3.48 3.85 4.03 4.52 4.63 4095 ~.JS Revenues per sh 6.45 
.42 .42 .47 .50 .56 .61 .72 .76 .86 .94 .9S 1.09 1,21 1.2ti 1.37 1.42 1.70 1.B5 "Cash Flow· per sh 140 
.24 .26 .29 .JO .31\ .40 .42 .41 51 .54 .57 .64 .71 .70 .71 .73 .80 .90 Earnings penh A 1.2~ 

.21 .21 .22 .23 .24 .26 .27 .28 .30 .32 .35 .37 .40 .44 .48 .5\ .55 .~g Div'd Decl'l! per sh e. .10 

.47 .46 .52 .48 .sa .82 .90 1.16 1.09 1.20 1.32 1.54 1.84 2.05 1.79 1.98 1.90 1.95 Cap'ISpenolngpersh 2.15 
2.29 2.41 2.46 2.69 2.84 3.21 3.42 3.85 4.15 4.36 5.34 5.89 6.30 6.96 7.32 7.82 1.90 8.35 BookValuuerah 10J5 

59.40 59.17 63.74 65.15 67.47 72.20 106.&0 111.82 113.97 113.19 123.45 127.18 128.97 132.33 133.40 135.37 136.30 137,00 CommonShsOutst'g C 139.00 
WA 1U W ,~ UJ ID 211 lU m m w al 31J ~J ~ ~J m ~~~~ w 
.85 .89 .80 .98 1.03 1.17 1.21 1.18 1.21 1.29 1.40 1.33 1.69 1.81 1.10 1.50 UB Relative PtE Rallo 1.40 

5.9% 6.0% 6.2% 4.9% 3.9% 2.9% 3.0% 3.3% 2.5% 2.5% 2.5% 2.3% 1.8% 1.8% 2.1% 2.8% 3.0% AvgAnn'IDlv'dYield 2,0% 

CAPITAL STRUCTURE.s of 9130/09 257.3 275,5 307.3 322.0 367.2 442.0 496.8 533.5 602,5 621.0 61~ 135 Revenues (SmllI) 900 

Total Debl $1320.2 mill.Due In 5Yrs $245.0 mMl. hi""".0ct-""50:ii.7-j-;;;i",....5h ..,6"2.7;+,,,,67".'-j-;;;i',,,0...0-h..,9,,1.;-'t.;"92",.0'+oii95:ii.0+;;i9'i7ii.9-r.",1,,0i79+'if,,23;-r.:N,,,'I=P="'ifll~ 111"m::III;:li__+..1"',,..,'
(~TD:l~s~2eS;~:i~.4:t~~:I~n~~~~~e: 38.4% 38.9% 39.3% 38.5% 39.3% 39.4% 38.4% 39.6% 38.9% 39.7% 39.0% 39.0% Income Tax Rate 39.0% 

3.4x)	 (5<11. of Cap'l) f-."':";-.f-,;""-j-;""';':'t.",,;-,+-Cc7.i''+'''''':':'-h'''''i-'h~'=-'t-.:2",9:;:%+;,'c;.1!i%-h;;''''0%:;+7.''''::;;-%f.A",fU"D~CC!%"I'to'~N''.'-I!iPr",'fi"I-+-7.'t~O'''".., 
52.9% 52.0% 52,2% 54.2'k 51.4% SO.O% 52.0% 51.6% 55"% 54.1% 54.0% 5'.0''' long-Term Debt Rallo 4B.0" 

Pension A!lIls·1210a $112.2 mnl. f-"45:;;.7;'%H-'-.i"".'c:"Ct";:".f,;7·'J-~ +i"ii5.6~%H-"4B:;;.6:':%Ch50:;;;,,;·0%'H~'~6.0:ii%H;;4B;;;·'''%H-i'i'''ii·6''%i+..,,5,,.9,,%+,4";'."0%fH--!4';"O%ffi-I'C:;;,m,::m'i:',:,o~E:'i"UT.""~ ";"<,,11,,-,-+.."0;'·,,0''';''1
Obllg, $2G4.7 m~1. 782.7 901.1 990.4 1076.2 1355.7 1491.3 169D.4 1904,4 2191.4 23066 2276 2345 Total CapltallSm!ll) 2765 

Pfd Slol:ll None 1135.4 1251,4 1368.\ 149U 1824.3 206U 22BO.O 2506.0 2792,8 2991.4 3150 3300 Net PIMI ISm'lnl 3500
Common StOCk 136,270.613 shares 7.6% 7.4% 1.8% 7.6% 6.4% 6.7% 6.9% 6.4% 5.9% 5.7% U% 6.5% Retumon Tot81Cap'l 7.5%es 01 10120109 

12.2% 11.7% 12.3% 12.7% 10.2% 10.7% 112% 10.0% 9.7% 9.3% 10.0% 10.~" RetumonShr.Eqlllty 12.1"' 
MARKET CAP: $2.4 blmon {Mid Cap) 12.3% 11.7% 12.4% 12.7% 1D1% 10.7% 11.2% 10.0% 9.7% 9.3% 10.0% 10.5% Return on Com Eouliv 12.0'"" 
CURRENT POSITION 2007 2006 9130109 0% 4.7% 5.1% 5.2% 4.2% 4.6% 4.9% 3.7% 3.2% 2.8% 3.5% 3.0';; Retained to Com Eq D 5.0% 

ISMLL) 65% 60'10 59% 59% 59% 57% 56% 63% 67% 70% 66% 69% All Ollds 10 Nel Prof ~7';; 
Casn Assets 14.5 14.9 16.0 f-:=~==L:-c=+CC-;c~-;;cc;:-:"":ccc'c,.,--;:'--:cc:-.e..,:---:,=,-,'.,..,.-,-.L=""'-,-==c-::::;-""'.L=,-1
Receivables 62.9 64.5 66.1 BUSINESS: Aqua America. Inc, is the holding company lor waler others, Water supply revenues '08: residemial, 50%.; commercal, 

g~~e:~I::::CSll 1J~ 1~!1 1ll! :~1s~~1~~~~~~1~~ ~:o~e;;;p~~::e~:o~ Tr:~~~: ~~%~=~~e~~9 2~~~~~~~ :ir~: ~~%o~~ 
~~~rf~able ~b:~ ~:g ~U ;:;~~n~:t:~'b~s~:~e:~~;'~ ~~~~~~ ~~~;(~ ~;~nCJ ~~r;:~~~~~t~~~~~~ 1;;~~~~p:~;;::~~i~·~~~e.;:I~ 
Other 56.6 55.3 149.0 others. ~uired AquaSource, 111)3: ConSll.mers Waler, 4/99; and ephooe: 61().525-1400. Internet: www.aquaamerica.com.
 
Current Uab. ----,-aU 1S3.2""""23o.'1

Fix, Chg. Cev. 323% 329% 325% During the September interim, Aqua (Aqua Georgia Inc.) may be bolstered by 
r.;=::"'~=--=~="-;;-=;"='=.;::':::1America lost some groWld on a year- further purchases in this region. Also. 

ANNUAL RATES Pest Pall Est'd '06·'06 over.year basis, Although revenues were WTR expanded its Aqua Pennsylvania
01' change (penh) 1GYrs. HIS. 10 'U:14
Revonues 8.0% 9.0% 6.5% up sllghdy from the prior year, earnings diVision in December. purchasing the as· 
"Cash Row" 9.5% 8.0%· 10.0% dropped a penny. as unfavorable weather sets of Athens Township Authority, and 
~~~i~~~s a~ ~:5~ fg:~ cond\tions and higher operating costs hurt subsequently signed a 20-year contract to 
Book VaiuB 9.5% 10.0% 6.0% profits during the third quarter. Looking provide water services. AddJtlonally, the 

QUARTERLY RMNUfS ($ miD.} ahead, though. $75 million In rate cases filed in 2009 
e~:~r Mar.31 Jlln.3D Sep.30 Dec.31 ~~~~ the company probably ended the year should, if judged in Aqua's favor, boost 
2006 117.9 131.7 141.0 136.9 on a good note. A number of rate-relief revenues and earnings over the next few 
2007 137.3 15<l.6 165.5 149.1 ~~:~ cases, wereh,se 'jfo be decIddedhln 'Idhe fou~d years. h t al h' <

h
,

2008 139.3 151.0 177.1 159.6 621.0 quar er w IC. approve. s ou proVI e These s ares are a neu I' c O1ce ..or 
2009 154.5 167.3 180.8 172.4 675 a slight last-minute boost to the top and the coming six to 12 month period, 
2010 165 185 195 190 735 bottom lines. Also, management has been but hold some appeal for the long 
Cal. EARNIMGS PER SHARE A Full actively working to reduce operating costs, haul. One attractJve trait Is the steady 

endar Mar.31 Jun.30 Seo,30 Dec.31 Year and the benefits of these efforts should divjdend yield. which was raised 7.4% dur· 
help widen margins. For the year, we ex- Jng the fourth quarter of 2008. The compa

2006 .13 .17 .21 .19 .70 pect a total Increase in revenues and earn- ny has historicaUy raised its payout every 
2007 .13 .17 .22 .19 .11 ings of $48 millIon and SO.07 a share, year. and this will most likely continue 
2008 .11 .17 16 .19.73 I b j h Id b d h h j 3 5 h Al2009 .14 .19 .25 .22 .80 respective y. ut t s ou e note t at over t e com ng . to -year stretc. so. 
2010 .15 ,22 .28 .25 .90 last year included a gain from the sale of the top- and bottom· line gains we project 
eel. QUARTERLYDMDEHDSPAlDB. Fun its underperforming Woodhaven system. over the 2012-2014 horizon give this equi· 

endar Milr.31 Jun.30 See.30 Dee.'1 Year Aqua America should continue to ex- ty good recovery potential. Conservative 
pand its reach through acquisitions investors should also take note of the high 

.2006 .107 .107 .115 .115 .4/ri and rate.relief cases over the next few scores for Stock Price Stability and Earn
2007 .115 .115 .125 .125 .48 years. The company has acqUired a Ings Pred1ctablUty, as well as the below. 
200' .'25 .125 .125 .135 .5'	 'I ILk· h k B ffi I
2009 .135 .135 .135 .145 .55 wCastewatcer trea medn, hP ant n bump 10 tJDeh'nffiDar Be'U~kveerage eta cJoe IC ent'2 20 0 
2010	 ounty, eorgia. an t Is new su sidiary , ' anuary 2 . J 

(A) Dnuled shares. Exd. nonrec. gains I}BJ Dividends historicany paidin earty March. I'lclln mlUions, adjusted for slack splilS. Company's Flnandal Strength 8+ 
(IOSS9S): '99. (11¢); '00. 2¢; '01, 2¢; '02. ~; June, Sept. & Dec, • Div'd. renveslment plan Slock's Price Stability 95 
'03, 4¢. Exd. gain fra:n disc. operatIOns: '96, available (5% discounl). Prlca Growth Perslstance 70 
2¢. Next earnings reporl dU9 early February. ~EamlngS100PredictabHlty 
III 2010. Vahle Une Publil./llng. Inc. All rights reserved. Factual ml\eri.1l G ollialnell from sources belie'tfd 10 be reliable and b p'OYId!!d 'AilIIouI W!'fHnti~S of any kind, 
TIlE PUB USHER IS NOT RESPONSIBLE FOR ~y ERRORS OR OMISSIONS HEREIN. This publkl~OflIs 5UiclIy fOf sWscribe(s (7NI\ OOII-commerdlt 1llWlWIllISll. No pan I • I " : I I: II ' • 
tJ h rnIY be 1eprc6.nd. resad, Skred tr ~ II any p-noo. eleaonc II' Clhet 101J\ (r lI!>ed /(r ggJlJMilg (l1M'Iu'mg My pri1ed Of eledr«ic ~ senice (1 JnIdrt 



Schedule PMA-20 
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3.2%CALIFORNIA WATER NYSE.QW 
nMEUNESS 4 LlMe'edll.fnl Hlg~; I 33.~ II 32.0 31.4 28.6 26.9 31.4 37.9 42.1 45.8 45.4 46.6 48.3 T.ngel prtce Range 

'-fL~OW~';t;;;:;;2"'O".'L.i<2£2."'-y21.5 22.9 20.5 23.7 26,' 31.2 32.8 34.2 27.7 33.5 2012 2013 2014 
SAFETY 3 l~edll21m I LEGENDS 

- 1.31 J OMdends rsll ..""""'"' 126 
TECHNICAL 3 l..cMmd12125m divided~mefes R~le ~t.n 
&ETA .75 (l.oo .. .tMrnl) i~~:l ~ativfl98 e Sl1mJth Zi-?.; :~ 

if':"-tloi:'20,2·14 PROJEC It~~,~ ~~... Jflot reussioo • _... • •• __ 64 
A.nn'! Total 1..!1eSI1l!C~W1 began 11107 ~.~ 48 

Price I.Ga1n'l..l Relum II 40 
~tt U l:~:~l 1~~ .1 I I ,•• ' 32 

j-'- I ,11' ,.11' H'",."
Insider Decisions 'Ii'...... I II 11' I ., I. ," 24llf.tj I 

f II AM J J A S 0 F"...::.. ...:..I"'·......'-•••'f".,,:-"-.-!':-,---~-fffi8t+--"":J,. __--+--j--+---+_._+---+--+---+---+--+-_+,.1oEl.¥000000000 •• . "......... ..i,..~~ :-"
 ..........-.
 
~ .?"~~ 
\l:i,:~: 

r-~ 
r·- -' 

2000 2001 2002 20042003 
17.1816.16 16.26 11.33 16.37 

2.82 2.20 2.65 2.51 2.83 
1.211.31 .9' 1.25 1.46 

1.10 1.12 1.12 1.12 1.13 
2,45 '.09 5.82 4.39 3.73 

12.!ll 12.95 13.12 14.44 15.66 
15.15 15.18 15.18 16.93 111.31 
19.6 27.1 19.8 22.1 20.1 
117 1.39 1.08 1.26 1.08 

4.3% 4.4% 4.5% 3.9%'.2% 
244.8 246.8 2631 277.1 315.6 

19,420.0 14,4 19.1 26.0 
42.3% 39.4% 39.7% 39.9% 39.6% 

.. .. .. 10.3% 3.2% 
48,9% 50.3% 55.3% 801% 48.6% 
so.2% 48.8% «.0% 49.1% 5:1.8% 
388.8 402.1 453.1 49a4 565.9 

Pfd Slock None 582.0 624.3 697.0 759.5 800.3 
6.8% 5.3% 5,9% 5.6% 81%Common Siock 20,744,952 shs.
 

es of 11/2109 10.0% 71% 9.4%
 7.8% 8.9% 
10.1% 71% 9.8% 7.0% 9.0% 
1.8% NMF 1.0% 21% 
82% 119'1\ 90% 

.7% 
n%91% 

To subscribe call 1·800·833·0046. 
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I,
 

I'
 

II 
I: 

YORK WATER CO I!!ECENI 14 0811RA~ING 21 3WELATIVE 1191~W'D 3.6% 
, 

NDQ••'rW/ PR~E , pre RAllO • pre RATIO, YLO 

~~,4t~~~~:~&~4£t IC.22 13.45 14.03 17.81 20.99 18.55 16.50 17 .95 I High
5.67 8.20 11.00 11.67 15.33 15.45 6.13 9.74 l,. 

PERFORMANCE 3 A~""" lEGENDS 
- 12 Mo, MQlI Avo .' 18 

Tedlllicat 3 A~""" 
' ••• Rei Price Sl1el'lllll'l ,,, 1'!.4' " rrr; 011'1, '.2-for-1spHl5lO2 13 

3 3-for-2 splil 9106 , " , II ~ ~ 'I.SAFETY A>'IlrDge ShIlled lIlle ildUtt! /lQuIon .. ' . .,
' .. .' ., , 

BETA .65 (l.IlO = Morltel) II~i1t;·· .. .. ' .... ..... .'. .. .''. ",ij 5U:,:, ~~ 4 
Financial Slnnglh B. ~j~~'[!.~ J 

Prlce Stability " I 2 

Prlce Growth Persistence " 
2009 ~ 

J50 
Earnings Predictability 95 'OL 

1" , .1, III 11"11 (lhoIrs.) 

CVALUE WE PUBLlSlUNG, INC. 2001 2002 2003 2004 2005 2006 2007 2008 2010/2011 

REVENJES PER ... 2.05 2.05 2.17 2.18 2.58 2.56 2.79 2.89 -
"CASH FLOW" PER SH .59 .57 .65 .65 .79 .77 ... .6B -
EARNINGS PER SH .43 .40 .47 .49 .56 .56 .57 .57 .66A,B .66 c1NA 
OIV'D DECL'D PER SH .34 .35 .37 .39 .42 .45 .4' .49 -
CAP'L SPENDING PER SH .75 .6B 1.07 2.50 1.69 1.85 1.69 2.17 
BOOK VALUE PER SH 3.79 3.90 4.06 04.6S 4.85 6.84 5.97 6.14 -
COMMON SHS OUTST'G IMILL 9.46 9.55 9.63 10.33 10.40 11.20 11.27 11.37 -
AVa ANN'L PIE RATIO 17.9 26.9 24.5 25.7 26.3 31.2 30.3 24.6 21.3 21.3INA 
RE1.ATJVE PIE RATIO .• 2 1.47 1.40 1.36 1.39 1.68 1.61 1.48 -
Ava A~N'L DIV'D YIELD 4.3% 3.3% 3.2% 3.1% 2.9% 2.5% 2.8% 3.5"0 -
REVENUES ($MILL) 19.4 19.6 20.9 22.5 26.8 28.7 31.4 32.8 - Bold flgut'fls 

NET PROFITI.MILll 4.0 J.8 4.4 4.B 5.8 6.1 6.4 6.4 - Ire consensus 
INCOME TAX RATE 35.8% 34.9% 34.8% 36.7% 36.7% 34.4% 36.5% 36.1% - e.,nln". 
AFUDC % TO NET PROFIT 2.2% 3.7% - - - 7.2% 3.6% 10.1% - nffm.'" 

LONG·TERM DEBT RATIO 47.7% 46.7% 43.4% 42.5% 44.1% 48.3% 46.5% 54.5% - and, u$lng the 

COMMON EQUITY RAnO 52.3% 53.3% 56.6% 57.5% 55.9% 51.7% 53.5% 45.5% - nJ~eol prices, 

TOTAL CAPITAL ($MILL) 68.6 69.9 69.0 83.6 90.3 126.5 125.7 153.4 - PIE 1'I110s. 

NET PLANT [$MllL) 102.3 106.7 116.5 140.0 155.3 174.4 191.6 211.4 -
RETURN ON TOTAL CAP'l 7.9% 7.4% 8.5% 7.6% 8.4% 6.2% 6.7% 5.7% -
RETURN O~ SHR, EQUITY 11.2% 10.2% 11.4% 10.0% 11.6% 9.3% 9.5% 9.2% -
RETURN ON COM EQUITY 11.2% 10.2% 11.4% 10.0% 11.6% 9.3% 9.5% 9.2% -
RETAINEO TO COM EQ 2.5% 1.3% 2.6% 2.1% 3.0% 2.2% 1.7% 1.4% 
ALL DIV'DS TO NET PROF 78°k BB% 77% 7.% 74% 77% 82% 85% -
Jwo. of analyst.! dlanging 811m. esl. In 1.1I9 dlfyS: 0 lIP. 0 down. roouOIUf s-per lIamil!gJ growth 7..5% per)'lllll: eBaSll'd upon ~ etl8~I' astimalu. CS,ued upon of arta.(r-;IS' e'um.las. 

ANNUAL RATES 
ASSETS IlmUI.) 20" 2008 9J3llI09 ~F~\&2iJL~1~ll~Q~~~!R~~.'·~~t~!~H~1~~~~~~~~*~ 

of dlanga (per sh8rT1) 5 Yrs. 1 Yr, Cash Assels .0 .0 .1 
RevenlJes 5.5% 3.5% Receivables 5.2 5.• 5.7 BUSINESS: The York Water Company engages in tbe
"Cash Flow" 7.0% 3.5% Inventory (Avg cosl) .6 .7 .8 impounding, purification, and distribution of water in YorkEllmings 6.0% - 00" ~ _.7 ---11Dividends 6.0% 3.0% Current Assels 6.' 7.J 7.7 

County and Adams County, Pennsylvania. The company 
Boc* Value 9.0% J." supplies water for residential, commercial, industrial, and 

Alcal QUARTERLY SALES ($mill.) Fun Pro~rty, Plant other customers. It has two I't:servoirs, Lake Williams, 

Yeal 10 20 JO 40 Year Equip, lit cosl 223.1 245.0 .. which is 700 feel long and 58 feet high, and creates a 
ACCtlm Depreciation 31.5 34.6 .. 

reservoir covering approximately 165 acres containing
12/31107 7.4 7.9 '.3 7.' 31.4 Nel Property 191.6 211.4 220.' 
12131/08 7.5 7.' '.6 ,., 32.8 Olhal ~ .1..!1 ---l11 about 870 million gallons of water; and Lake Redman, 

12/31109 ,., '.2 9.' Tolal Assels 211.0 24004 249.9 which is 1,000 feet long and 52 feel high and creates a 
12131/10 reservOIr covering approximately 290 acres containing 

Fiscal EARNINGS PER SHARE Full 
LIABILITIES (Imill.) about 1.3 billion gallons of water. It also has a 1S-mile 
AccIs Payable J.2 2.0 2.6

Year 10 20 30 40 YeaT Debt Due 15.0 '.T '.3 pipeline from lhe Susquehanna River to Lake Redman that 

12/31106 .12 .14 .17 .15 .58 Diller ~ ~ ~ provides access '0 an additional supply of water. As of 

12/31107 .12 .15 15 .15 .57 CUtTenl Uab 21.4 14.2 16.2 December 31, 2008, the company served approximately 
12/31108 .11 .13 .15 .1B .57 176,000 residential, commercial, industrial, and other cus
12/31109 .13 .17 .18 .17 tomers, In November, the company completed the Beaver 
12131110 .14 .17 LONG.TERM DEBT AND EQUITY Creek Village water system acquisition. Has 110 employees,

es of 9/301t19
CIII· QUARTERLY DMDENDS PAID Full C.E.O. & President: Jeffrey R. Hines. Inc.: PA. Address: 130 

endar '0 20 30 40 YelT Tole! Debl 5063.3 mill. Due In 5 YI'!.. NA East Market Street, York, PA 17401. Tel: (717) 845-3601. 
2007 118 .118 .118 .118 .47 LT Debt 1704.0 mill. Internet: hUp:l!www.yorkwaler.com.

Including Cop, Lelses NA
2008 .121 .121 .121 .121 .4' (47% 01 Cap') w.7: 
200' 126 .126 .126 .128 .50 Leases, Uncepllalized Annual renlsls NA 
2010 .128 Jan/wI)' 22, 2010 

INSTITUTIONAL DECISIONS 
Pension Liability $9.8 mil in'08 'o'li, $4,0 mil In '07 

TOTAL SHAREHOLDER RETURN 
1Q'09 2Q'09 3C'09 prd Sloct None Pld Dtv'd PaId None DMdllOdl pliJ~ spprar:.Ja/iOil a5 01 12/3112009 

10 Buy 17 30 J5 
Common Siock 12,411,181 shales 3 Mos. 6 Mos, 1 Yr. 3 Yrs, 5 Yrs. 105eU 10 12 16 (53% of Cap'q

H1d's(OOO) 1958 2477 2941 5.61% -3.72% 24.34"10 -10.37% 30.61% 

To subscribe call 1-800-833·0046. 
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Missouri-American Water Company
 
Derivation of Investment Risk Adjustment Based upon
 

Ibbotson Associates' Size Premia for the Decile Portfolios of the NYSEJAMEXINASDAQ
 

1 ~ } 1 

~ Markel Capitalization (1) 
( millions) (times smaller) 

Applicable Decile of 
the NYSEJAMEXI 

NASOAQ(2) 
Applicable Size 

Premium (3) 

Spread from 
Applicable Size 
Premium for (4) 

1. Apply Canyon Utility Company 

a. 
Based upon MoPSC Staffs Proxy Group of Four Water 
Companies $ 655.329 1.5 7-8 2.11% 

2. MoPSC Staffs Proxy Group 01 Four Water Companies $ 979.633 7 1.73% 0.38% 

(A) (8)	 (C) (0) (E) 

Size Premium 
Smallest (Return in 

Company in Largest Company in Excess of 
Decile Decile Decile Midpoint CAPM) (2) 

( millions) (millions) (millions) 

1 - Largest $ 14,692,016 $ 329,725.255 $ 172,208.636 -0.37% 
2 5,975,836 14,691,668 10,333.752 0.74% 
3 3,428.570 5,936.147 4,682,359 0.85% 
4 2,386.985 3,414,634 2,900.810 1.15% 
5 1,602.429 2,384.026 1,993.228 1.69% 
6 1,063,333 1,600.169 1,331.751 1.73% 
7 685,129 1,063,308 874,219 1.73% 
8 432175 684,790 558.483 2.49% 
9 214.194 431256 322,725 2.85% 

10 - Smallest 1.007	 214.", 107.559 6.28% 

Source: 2010 Ibbotson Risk Premia Over Time Report - Estimates for 1926-2009 
'0 en 
~g. 

Notes: 
~g-"" 

(1)	 From Page 2 of this Schedule. S,iP 
(2)	 Gleaned from Column (D) on the bottom of this page. The appropriate decile (Column (A)) corresponds to the ,,",'0

;::market capitalization of the proxy group, which is found in Column 1. 
l'(3)	 Corresponding risk premium 10 Ihe decile Is provided on Column (E) on the bottom of this page. 
""' (4)	 Line No. 1a Column 3 - Line NO.2 Column 3 and Une No. 1b, Column 3 - Line NO.3 of Column 3 etc.. For 

example, the 0.38% in Column 4, Une No.2 is derived as follows 0.38% = 2.11% - 1.73%. 
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Missouri-Amerjcan Waler Company 
Markel Capitalization 01 Missouri-American Water Company, and 

MoPSC Stafrs Proxy Group of Four Watl':lr Companies 

Company Exchange 

1 

Common Slock Shares 
Outstanding at Fiscal 

Year End 2009 
(rTiTllions) 

z 
Book Value per 
Share al Fiscal 

Year End 2009 (1) 

• 
Total Common Equity at 

Fiscal Year End 2009 
(millions) 

1 

Average Stock 
Maael Price (2) 

• 
Markel-to-Book 
Ratio on March 
24,2010 (3) (4) 

Ii 

Maael 
Capitalization (5) 

(millions) 

Missouri-American Water Company NA NA S 339.373 (6) NA 

Based upon MoPSG Sla(f9 Proxy Group of 
Four Water Companies 193.1 % $ 655.329 

MoPSC Staffs Proxy Group of Four Waler 
Companies 
American States Water Co. 
Aqua America, Inc. 
California Water Service Group 
Yoa Water Company 

18.532 
137.149 
20.765 
12.559 

s 19.395 
8.085 

20.257 
6.921 

$ 359.430 
1,108.904 

420.634 
86.922 

s 33.992 
17.117 
36.788 
14.102 

175.3 
211.700 
181.600 
203.800 

% S 629.951 
2,347.575 

763,903 
177.103 

Average 47.251 s 13.665 s 493.973 s 25.500 193.1 % $ 979.633 

NA: Nol Available 

Noles: (1) 
(2) 
(3) 
(4) 

(5) 
(6) 

Column 3/ Column 1 
From Schedule 17 of 1M Stall Report. 
Column 4/ Column 2. 
The mar1l:el-lo-book ratio of Missouri-Amertcan Walar Company is assumed to be equal to the avarage mar1l.at-to-book ratio of 
MoPSC Slatrs proxy group of four water companies. 

Corumn 5' Column 3. 
From Schedule PMA·1, page 4. 2009 annual data nol available at the end of February 2010, [he lima of MoPSC Slaffs rale of 
return analysis. 

Source oJ lnfonnalion: 2009 Annual Forms 10K 
yahoo.finence.com ,,'"&g. 

~ ~",g-
9.,iD 
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M1••am.....".,.;can W!!!er CPm!!!lW
 
~ulIy· LJtigs!s:l ~ Rarur1"l!l lin CcmmOl1 Equity snd
 

Ccmmon Equily Ron... fer E1oc<ric llf'Id N8!und GIl. OosbiWbon
 

(.,
I"~ OJ ",'" '" Imp"'" E<luity 

Relo loc:maso ,""m~ Mc:aly'l" R&Io:o:l Rill< Pr8T>lum 
,~oo -~ -~ 5,a'" CcmE!!nX Cese 1<lenl15c..Uon ~. {$Ml Relellll.e EWII Egu,tylQbp Utilily_ll1 lil 

CWa""",a Pul>1« 5ln'loo Ql. of Oil Co-PU[).200800144 ~ 1/14/2009 59.3 6.31 \0.50 .. 4410 'Ii. 160 'll, i.90'li. 
a ...81and EIOC IlIu"llnllUl'llJ Co C<l7-<l55\-EL·.... R (CE.!) E1edrfc 112\!2009 29.20 ... • 49.00 .~ ,~"","", 01'110 Edl"'" Co. e.tI1'0551-EL-.... R (OE) Electrfc 112112009 68.90 8.46 10.50'"'' "00 .~ ,~ 

f<:JI8l:loEdi_Co C<l7-<l551-EL·.... R (TEl "",", 112112009 8.48 10.50 49.00 .~ ,~"", I__eo.U....., EIo<:bicCo C.ER·2006-o:116 161.fO 10.f6 52.01 
,~OO C-lPC-E-06-10 ""'"' ,~ 27.00 6.18 10.50 49.Z7 
~= 112712009 "'" ." ." 'n 
_",..,,,,IIS ""'", ."_ ErVllf'Id OM CcmP5'\' DPUD8-35 ""'11...10... 3.fO f.f4 10,0$ ~.51 

l.\"IlltlCllIU'rl~eo. [).()1!-O141 ~ =- 8.15 "" """"~ "',,- ,." "'.00 .".",..... '" 
'"
'" Il'"denolrlf<:hlgoln_eo. ~ '910 ,.~ 10.50 .~ 4.11 

Swtnem C8IIcmia EdrSa'I C<J. Ap-01_110011 ~ ,,~ 306.10 8.1~ '1.50 "'" 
T_EJe:::lrIc:Co. [).(l80311_EI ~1112OO9 141.10 ~ 41.46 

"'.... '"""'" .... ."'- oaoo ." ..5.11 ,.'"II,nols tb1hem ~ift>io Gas Co. ~ ",.,.., ..ro 10.H 51.01 U1 
~ (Mo1"nel<U_) D-E-01S1GR.()8.415 -"" ~ "'." .~ 

- '''' 
20.40 '0.74 '''' .~ 

51.00 4.19"M -'''- ~,.".." """',"""', 45.00 '0.6' "" ...''''., - -, ""~ .'" .,-,~ Ccr1oo1dm.ed Ell""" Co 01 NY C<l&-E-05:l9 523.40 '0.00 oaoo B6 
A"'~ Pmpleo GnSyalo:n D-Ol10316-GU Ne!umIGas """"'" 19.20 '" '0.15 48.5' .~ 4.33

"... .""'" ..'" .... 4.02Id8llo PowIo- C<J (;..IF'C-E-()9-01 Elec:tnc 10.50 6.18 10.50 ~9.21
 

-,~ CeltrJl H..,mm GM & Electr1c C.0&-E-0ll31 Elec:tno ~ """"" 39.60 7.28 10.00 41.00 ... 3.51
 
Nlro_PowerCo. 0-0&-\200i 222.10 10.60 6.411 4.31,.." "'~ ~"-~ M1nne9OLll Enowyy R-...rces [).G-001.01110R_0B-Bl5 15,40 ,~ 10.21 46,11 6.411.~ N8IU,.'G8. "'''''''' 6,49 '" CmMetlcul CT N8bnl Ga" Coro [).O&-li-06 NIIIJJ",IG8' ~~ (1620) 1.ll< 11.31 '2~ W 

""~, 02'SouIhem C~G8. C<J [).t)8.12001 NIrIU",'G8' 11Hf2OO!l (12.50) .~ ~i.OO .~,_. 
Onca E"':I...: 0011->, C<J. [)'35711 ~,~ 115.10 10.25 40.00 ,~ 4.2802' "" 

Hl:fVlem S1rIIelI ~ C<J _~N D-E-OCl2IGRoOB- '005 ,~~ 91.40 10,66 >2" ,."-,-, ..

'.00

" ,...,....,GII. ,~""'" ,~ '" 5outhwost Ou Co<;>. 0-09--l:N!Xl3(~) n.ro 10.15 41.00 '.~ --~ 5outhwost GIl. Co<;>. 0-09--l:N!Xl3 (tb1hem) -..G8. ,~~ (O.!lll) ..,., 10.15 41.00 ,."'" .•.., ~ 
._~ BuySt8llSG8. Co. OPI.IO~JO 

_G~  

,~ 19.\0 8.18 ~ S3.~7 - ,,1Z/'2llD!l •.
40_51.-.- """""'" .....~ c.u-15645 .... 1)(1.40 •.~ \0.10 '" 

W..... Virgitia C-06-n~:n "",,,.'G.. UO ,.~ ... 100-""no .= '" '" 
~~ _ctMalll Bean<: Co. 0PI.I~39 0_, ,,~ n.!IO ,... 10.35 4315 5.55 '.00 
W..... Wiomns!n EIoclric ~ eo. [).5-UR:·l()O (WEJ>.£l) B_ IV,1V2OO9 tl5.80 •.~ ,,~ "., ,.~ 4.15 
W..... Wiooxn!rn PowIo-llf'Id U(1rt Co 56Il0LJR·,n("",=) 0_ 1iU'lY2OQ9 9.81 10,40 4.76 

""""'" '" 
,.~ 

W,.....-.sIn EItdric _ Co. ~'" 
,,~ "''' W..... D--5-lR-l()O (WEP-6"-Sj N""",IGIIS ,Z/l1V2OO9 (2.00) 8.85 "., ,.~ 4.15 

W~ Wlsmnsln GIl. LLC [)'~UR·l()4 (WG) NIrI"-"GIIS liUl&'20Q9 5.10 ,.ro 10.50 ~.~ '.00,.. 
W..... Wisconsin PowIo- llf'Id Ugl'Tl Co D--6Ml).UR-I11 (98.) N""""G.. 12/,8I2UOB 5.50 ..~ \0,40 ,.~ 4.16"'." ,~w~"n Madi""" GIl. end Electric C<J [)'321D-UR·118 (-.) E1l1dric ,~- 11.90 B.61 1O.~0 55.:lIl 4.15 

_ 518'... PcwIlr Co· WI ,~W~a1n D-422ll-UR·118 (-.) Elednc ,""""'. .~ 6.93 1040 52,30 4.16 
Wlscm....n Madl.OI1 Gn.1ld El<lC:Irlc Co. [).321D-UR-116 1118') twIl.....IO... ,~- (1.50) '.00 10.40 55,)4 ,~ 4.16 

OoImBNa _ & Ughl C<J. ,.~ 49.51 ,~ 4.35Meryl81ld C.0192 E1edric 12/:Jll'2009 10.00,- Inl<nl810 Po...... & Loghl C<J. [)'RPlJ-ZOO~..()OQ2 E1ednc 1/~010 63.70 6.91 10.80 411,52". 
,~ 

OOll'oIIEdl8ClI\C<J. C.U.,5'68 E1ednc 1111r.lOl0 i11.40 ,.~ 11.00 39,46 ,.~ '" ~~"" .'",,~ ,~Mjn'-'18 Cml..-Ptlint ErwlPl' RIlSCUC'S o-G-008lGR-ll&-1015 N81.....IO... l/l11'21110 ~O.BO •.ro '" 
00.00 ..~ 

I."""', ~OllSlJo11l&ee.eC<J. O-O\l-0161 Ne!uml GM 1121r.lOl0 69.80 ..~ Moo '.rn .«,- I\lnlas Enetll'fC<>1>. G<'<>"" ,........,1 OM lf2L'1010 m ..'" ""'"... 48,91 ,." 4,61 

I."""', NonI>ShoreGnC<J. O-O\l-O'66 N........IGM 1121r.lOl0 13.90 6.19 10.33 "" ,."
 
Rhodo.a1llf'1d ~EltdricCo ..~ .... ~1110 23.50 ,~ '.00 42.15 ,." 4.01 
~ -"- ""'""'~ .... 2/UII2010 ,~ •.~ 10.50 "m on .",- Cenl_t Enu-1Pl' Resillu<leo G<.<>_ NIrI....1Gas ~" 5.10 ... "", 55.60 '.n 4.73 
Oo...-tCi 01 CoUnbi8 Pol...."" EIoctnc Pooou- C<J. .... 6.01 .."FC 1018 111.60 46.18 ,.n 3.66 

_~C<>1>. O-O!lOOJ&-E1 -" 126.20 m 10.50 ~5.14 '.n 4.73 
~.k8 S<>.rmGn Oistril>o.itirYl liC GO<G_ tQlloftl Gas ""'''3I!lI2010 ,... 49.!16 on 3.63,- FIcride~&LqTlC<J. 0-01IOll11·E1 """', ~nl2O'o 15.50 .... 10.00 ~7.00 5.8' 4.13 - .... 

'.00 .." 
~NnerlcetlEnetIPl' Co. Q.OOo.{)312 NoBI....1Gas 3r.I4I2010 2.10 '.00 10.13 41.1I8 5.81 4.26 

AlmosEnowyyC<>1>. G_' tQ' .....1Gas :In'I2O'O '.00 6.61 10.10 41.10 ~.67 4.63 
Ib'nlI'G_ 

~, 8.18 10,32 46,16 6,02 '..... • • • • ." •
"_"II" Impled Eql.ity Alai< Pr8T>iu'" 4.30 • 

Prlll"ded T''''' <8'l" Reled Publ,o utility EIoMs (3) ." 
I~ed CcmITUl Co<Mlon EqoAty Cost Rele 10.<4.2 

I'C:\IIII "-"'Ied)'ied""""""'" lI"eY'"*l ofll"e ~ ",<>:Illl_lI"eer.,... ..... _ CIfler after the 15111 01_ mcnlh. er -- lI"eritldol_..-IhlI"""'._ .......... _onOJ-"lI"e15O>0I__. Fer_pie, the)'i<*llar 111~ 

• 
ISIt>8 "-_ PIJIllic: Wity ~ b -.._ 2lIOfIllf'Id lI"e)Oo*l fer 1121109 i. the" mIed _lIIiiIy)'ield IOJ Decanl>cr 

I"~ 

-
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Missouri-American Water Company
 
Calculation of Prospeclive Yield on A Rated Public Utility Bonds
 

Ii 
II,. Blue Chip Forecast of Aaa Corporate Bonds Ending 02 2011 (1): 5.60 % 

Adjustment to Reflect Spread Between Aaa Corporate bonds and A Rated 
Public Utility Bonds (2) 0.52 

Adjusted Prospective Yield on A Rated Public Utility Bonds 6.12 % 

Notes: 

(1) 
(2) 

From page 2 of Schedule 17. 
Three month spread between Moody's Aaa corporate and 
A rated utility bond yields ending February 2010, 
consistant with Staff's DCF study. 

Source of Information: 
Blue Chip Financial Forecasts, March 1, 2010 
Mergent Bond Record, March 2010, Vol 77, NO.3. 
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Missouri-American Water Company
 
Summary of Cost of Capital and Fair Rate of Return
 

Based upon the Pro Forma Capital Structure of at April 30, 2010
 

Type of Capital Ratios (1) Cost Rate 
Weighted 
Cost Rate 

Long-Term Debt 50.40% 6.36% (1) 3.21% 

Short-Term Debt 0.00% 3.62% 0.00% 

Total Debt 50.40% 3.21% 

Preferred Stock 0.33% 9,20% 0.03% 

Common Equity 49.27% 11.35% (2) 5.59% 

Total 100,00%	 8.83% 

(1)	 Company-provided. 

(2)	 Based upon informed expert judgment from the entire study, the principal results of which are 
summarized on Page 2 of this Schedule, 
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Missouri-American Water Company
 
Brief Summary of Common Equity Cost Rate
 

Proxy Group of Six Proxy Group of Eight AUS 
AUS Utility Reports Utility Reports Gas 

No. Principal Methods Water Companies Distribution Companies Ii, 
I!	 1. Discounted Cash Flow Model (DCF) (1) 10.55 % 9.10 % 

,: 
2.	 Risk Premium Model (RPM) (2) 10.81 10.53 

3.	 Capital Asset Pricing Model (CAPM) (3) 10.85 10.04 

4.	 Comparable Earnings Model (CEM) (4) 13.50 NMF 

5.	 Indicated Common Equity Cost Rate
 
before Adjustment for Business Risk
 11.85 %	 10.15 % 

Ii 6. Business Risk Adjustment (5) 0.05 0.15 

I' 
7.	 Range of Indicated Common Equity 

Cost Rate After Adjustment for 
Business Risk 11.90 % 10.30 % 

8.	 Financial J Credit Risk Adjustment (6) 0.32 0.21 

9.	 Range of Indicated Common Equity 
Cost Rate After Adjustment for 
Business and Financial J Credit Risk 12.22 % 10.51 % 

,
II 10.	 Recommended Common Equity Cost 11.35% 

Rate 

Notes: (1) From page 16 of this Schedule. 
(2)	 From page 33 of this Schedule. 
(3)	 From page 41 of this Schedule. 
(4)	 From pages 45 and 46 of this Schedule. 
(5)	 Business risk adjustment to reflect Missouri-American Water Company's greater business risk doe to 

its small size relative to the proxy groups as detailed in Ms. Ahern's direct testimony. 

(6) Financial Jcredit risk adjustment to reflect Missouri-American Water Company's greater financial J 
II credit risk relative to the proxy groups as detailed in Ms. Ahern's direct testimony. 

!, 



Missouri-American Water Company 
Derivation of Investment Risk Adjustment Based upon 

Ibbotson Assodetes' Size Premia for the Decile Portfolios of the NYSE/AMEXlNASDAq 

1 < ~ !. 

Line No. 
Marlcet Capitalization on Aprl15, 

2010(1) 
(millions) (limes larger) 

ApprJcable Deale 01 
the NYSE/AMEXI 

NASDAQ (2) 
Applicable Size 

Premium (3) 

Spread from 
Applicable SIze 
Premium for (.II) 

1. Missourl·American Water Company 

.. Based Upon the Proxy Group 01 Six AUS U~lIly Reports Weter 
CpmPaoill$ S 660.080 7-' 2.11"10 

b Based Upon the Proxy Group 01 Eight AUS Utmly Reports Gas 
Oistrib"'ipo cpDmaoie, S 556.572 • 2.49"4 

2. Proxy Group of Six AUS Ulinly RepOrt! Waler Companies S 806.468 1.2 x 7-' 2.11% 0.00% 

3. 
Proxy Group of Eight AUS Ulllity Reports Gas Dlstrlbullon 
Companies , 1,630.049 2.9 x 5-' 1.71% 0.78% 

(A) 

Dedle 

(B) 

Number of 

Companies 

(millions l 

(e) 

Recent Total Mari:.et 
Capita6zation 

(millions) 

(D) 

Recent Average 

Market 
Capitalization 

I millions l 

(E) 

Siza Premium 
(Relum In 
Exce95 of 
CAPM) (2) 

Notes: 
(1) 
(2) 

(3) 
(4) 

I-largest 168 S 6.087,379.357 S 48,020.115 -0.37% 

2 17. 1.681,320.126 S 9,552.955 0.7.11% , 174 802.997.270 S 4,614.927 0.85% 
4 185 566.025.344 S 3.059.598 1.15"10 
5 215 435.313.426 S 2.024.714 1.69"10

• 241 319,576.916 S 1,326.045 1.73"10 
7 305 281,895.344 S 924.247 1.73"10 

B 417 197,085.621 S 472.627 2.49"10

• 56. 178,722.563 S 319.'47 2.85% 
10 - Smallest 1361 118,048.288 S 88.735 6.28% 

·From pages 7 and 11 of this Schedule 

From Page 4 of this Schedule. 
Gleaned from Column (D) on the bottom of this page. The appropriate docile (Column (A)) corresponds to the 
mari:.et caollellzalion 01 the oroxv orouo. which Is found In Column 1. 
Corresponding risk premium to the decila Is provided on Column (E) on the bottom 01 this page. 
Line No. 1a Column 3 - Line No.2 Column 3 and Une No. 1b, Column 3 - Line No.3 of Column 3 etc.. For 
example, the 0.00% In Column 4, Line No. 21s derlvad as foncws 0.00%::: 2.11%·2.11%. 

()C~~ o 'tho ~ 
;:oDl1)<tI
;:o>wc.
m-lo!:'()m_<tI 
-I D -->.1:I 
m- Ul:!:: 
D ;J>- .:. 

~~ 
'" '" ~~ 
-'" .. " <os: 

1; 
'" 
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Mi...wtArJl!l!ic!m W81", Com""""	 (CORRECTED)
MMlel c..pllellmllon or Un~lld ......,er,..,... Yorl<. Inc: 

! 
II In8 ""'"Y lltoJp 01 S" AUS Ullily Reporn Waler Companies 

emlte P'!l!lf Gl... p gI EIllt eLlS [my B!lportll NfI!mffl GU Q§trl!lttinO cpmMEW" ,1 

Bool< v.... _
CorrrTton Slod< SI'Iar-e. TOlaiCorNnon Cbs~ Slocl< "'''-eH...1Iocll* 
o.elandng ill F_ 5_••1 Fiooe! EqUIty al F=el Me:rl<et PrI:e '"" lb.,,, on AprI5. 

Year Ern 2009 '1'_ Erol ZOO9 (l) "'alit End 2009 "fI'15.2010 2010/2) 

(mtlO"" I (mUn"" ) 
~ 

~ ~ ~39.373 "j ~ 

68'~~ Upon the ","OJ<)' G,DUP 01 SIlAUS Ullily ,Repor!, ..... eler Companies	 11/04.5 %(5) 000.080 ,'> 

~U80 ~n I"" I"rtI>:y uro", 1Il t:gtll Aus
 
wry R8~ Gas OI"r1bI,J.i:m Co~n," 1604.0 5!i6.512 (8)
'm , 
r.tlll)' G....., of Sll AUS Ullty RelJO"s Weier

""""...Americlln Sl8les W;rlO\ CCl	 111.~ 19.395 359,43tl 1M." 666.231~"	 "... •""ll.OlAlnerlcll,lfII:.,	 '37,.9 8.085 1,1oe.900 17.960 m., 2.463.192~" 
calJ<rnIB ""'81 Sanb Or_ 20.165 20,257 42063010 M.~ 1112.0 807759 
'-IO:Id....... Wal ~"l' 13.519 10.329 139.631 17.650 170.9 236.610 
SJW Corpcnho" -'" 16.SOO 13.663 2SU!16 26.2~0 192,1 , ~BS.~30 

~" 

~" 
Vorl< ..... "'e' eo"""ny ..,,"'''' 12.559 6.921 Mm 1~ 1~0 ~, 171.5llO 

36.631 13.106 3114.113 2S.1~O 11M.5 , 806,~6B 

II Proxy Group or Elgti AUS UINly Report. Gas 
Oistrl>Uhon Companies 

22.9116 1.160000 39.250 170.9 , 3,041.615~" '''''' 92.552 23.519 2.176.161 29.300 125.0 2,120.095~" 
3.316 16.725 55 ~113	 175.3 97.21l5~" 

22 166 23.323 517.QJO 3oI.2~0 1~6.8 15!1.036 "'" ~" 
26.533	 2~.819 GOO.l05 ~1.4llCI 190.6 1.259.188~" 
13.266 12.665 921.1148 21.610 218.0 2.022.87~~" 
~5.092 2~.4-42 1.ICl2.121	 125.5 1.383~1~~"	 ~."" 
50.10	 21.891 1.1191.898 ,,~ 160.0 1.1!16.025~" 

~6.622 21.302 1,039.6045 :W.12~ 1604.0 1.630.049• 

~ft: (11 CoUmJ/CoILmn1 

(2) CoUm./ CoUm2. 

13l CoUm 5 • Cc*mn 3 

(4) Froon M~n ......1... Co:. 2009 Atn.<8I RelJOl1lo lhe Mio:xvI P\*'k se<..ooo Carwnissbn. 

(5)	 T .... "",rt.el-lt>-t<d< ...11<1 <J M"~nWaler Compa~ on ......... 5, 2010 .. a......-.ed lo to! .......110 I.... ~"'Ul-i_ rlbO II Api 
5, 2010 '" lhe P'<>lI)' Ir<qI '" .Il AUS UllIly RelJOl1s waler <:0""",,*,5. 

(8) M;"stIII"",rnetla'l" WIler Compe~'1 <:om....," slock. Ktraded, w<dd !r&de II e rm,kMoio-tlool< ,atl<l equsllo l~e e_llI'" ffWUt_l_ "'Ib ItII Aprl 5, 2010'" lhe proOy 9'<:oJP '" ei:<AUS UlilJI Re~ weter cco:npa""., 194,5"', ero:J MI.......~AmBrlclln Weter COtnpol..,y1 ma:1<el CIIp~altrnlll)n 
0" AprilS. 2010 """.-t l_elore he"" ~n Sij6o.oeo mIl.,n (S660.080 E 13311.373' 194.5%) 

II (1) T.... ",e,bl-lo-bool< ",110 '" '-I .......~n ..... Mer ColT'Cl'l"l' on Aprl 5, 2010 .. e.1lUned Ie be equslle \be __"Ile marl<el-l.,.·_ ratl<let Apo1l 
5.2010 of I"" pm..,. g.-tup ",.,il/Ml AUS U'~y ""peru; Il"" lI"",t"Jl<ln <:ompanle•. 

(e) r.l1l.l(U~Arn!rbn WMIIf CornPl.,y. corTII'I"UIl1o'*- _ 1nI<led• .......-:r lr.:le.1 I men;eT...o-boo_ "'I"' .......' '0 Ihfl e--.lll'" meri<el-i_ rM., It 
Aprl 5. 2010 "'!he pro")' g.-tup '" eIg1'I AUS lUI)" Reponsll"'< lI~boIllon C<lfTIPII ........ 1601.0%, em r.l".oo.ri-~icII"WMer eompe.,y. "",m.l 
CII(llllliZemn "" AprI5. 2010 W<:iUd I_efoo-e _ been S556.S11 __ (15!16.572 ~ 1339.363' 1601.0'll;~ 

Scv"" '" Inlo"""torI:	 EdpBr Orf....·.I... I!I'b: <lelBtJB:oe
 
yel>oo.llnarCll.COfTl
 

II 
II 
I~ 
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':',:" Chapter 7 
.' 

., 
1 

Firm Size and Return 

····1 

The Firm Size Phenomenon 

One of the most remarkable discoveries of modem finance 
, I is that of a relationship between firm size and return. 

The relationship cuts across the entire size spectrum but 
is most evident among smaller companies. which have 

.' :	 higher returns on average than larger. ones. Many studies 

have looked at the effect 01 firm size on return.' In this 
chapter. the returns across the entire range of firm size 
are examined. 

Size and liquidity 

Capitalization is not necessarily the underlyIng cause of 
the higher returns for smaller companies. While smaller 
companies are usually less liquid. with fewer shares traded 
on any given day, not all companies of the same size have 
the same liquidity. Stocks that are more liquid have higher 
valuations for the same cash flows because they have a 
lower cost of capital and commensurately lower returns on 
average. Stocks that are less liquid have a higher cost of 
capital and higher returns on average.1

I 

il	 While it would be very useful to estimate the equity cost 
:1 of capital of companies that are not publicly traded. there 

is not a direct measure of liquidity for these companies 
because there are no public trades. Thus. there is usu
ally no share turnover. no bid/ask spreads. etc, in which 
to measure Iiquidfty. Even though liquidity is not directly 
observable. capitalization is; thus the size premium can 
serve as a partial measure of the increased cost of capital 
of a less liquid stock. 

Size premiums presented in this book are measured from 
publicly traded companies of various sizes and therefore do 
not represent the full cost of capital for non-traded com
panies. The valuation for a non-publicly traded company 
should also reflect a discount for the very fact that it is not 
traded. This would be an liquidity discount and could be 
applied to the valuation directly. or alternatively reflected 
as an liquidity premium in the cost of capital. 

This chapter does not tell you how to estimate this incre
mental liquidity valuation discount tor cost of capital 
liquidity premiuml that is not covered by the size premium. 
At the end of this chapter, we show some empirical results 
on the impact of liquidity on stock returns. 

Construction of the Decile Portfolios 
The portfolios used in this chapter are those created by 
the Center for Research in Security Prices {CRSP) at the 
University of Chicago's Graduate School of Business. 
CRSP has refined the methodology of creating size-based 
portfolios and has applied this methodology to the entire 
universe of NYSE/AMEX/NASDAO-listed seCurities going 
back to 1926. 

The New York Stock: b:change universe excludes closed
end mutual funds, preferred stocks, real estate investment 
trusts. foreign stocks, American Depository Receipts, unit 
investment trusts, and Americus Trusts. All companies on 
the NYSE are ranked by the combined market capitaliza
tion of their eligible equity securities, The companies are 
then split into 10 equally populated groups, or deciles. 
Eligible companies traded on the NYSE. NYSE AMEX, 
and the Nasdaq National Market (NASDAQl are then 
assigned to the appropriate deciles according to th~ir 

capitalization in relation to the NYSE breakpoints. The 
portfolios are rebalanced, using closing prices for the last 
trading day of Marth, June, September. and December. 
Securities added during the quarter are assigned to the 
appropriate portfolio when two consecutive month-end 
prices are available. If the final NYSE price of a secu
my that becomes delisted is a month-end price, then 
that month's return is includetl in the quarterly return of 
the security's portfolio. When a month-end NYSE price is 
missing, the moflth..end value of the security is derived 
from merger tenns. quotations on regional exchanges, and 
other sources. If a month-end value still is not determined, 
the last available daily price is used. 

Base security returns are monthly holding period returns. 
AU distriblrtions are added to the month-end prices, and 
appropriate price adjustments are made to account for 
stock splits and dividends. The return on a portfolio for one 
month is calculated as the weighted average of the returns 
for its individual stocks. Annual portfolio retUrt:ls are calcu
lated by compounding the monthly portfolio returns, 
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Table 7·1: Size·Decile F'D-tloliD50f lhe NYSE/AMEX/NASOAQ 
N..mber ofCDmpanies. Historical and Retent Marlel CapitBlizalion 

H[sIDril4ll Aoe~ AftI!'lll eecilB Ilet:enl 
PrrrctfllaJ)ll Ret1l11l. Mattei PBIWlIllIJD 
olToial lllumberof CBpllal1r.ltion ofTllIal 

Decile tapltdil:rtiaa Companlu rill T1lDusmh1 Cephalization 
·1-··~·~~··------·H-6ii6%·---·-------16aH·-··--·--S8.057.379,j57H_- S3 .7B%-2 ..--... .".--.-----.H.13:94-.H-H.---.~·--·-·-1·76·--··-···H.H-..······l:6Bl~32o~i26-·---H·li29-H 

3H.H.....'...-~--- ..-- HH.M.M·-j~54 ..····-···-·-···....· ---··-1·74..--·············· ·····~·······-·8ii2:99·7:2·jo~··--·--·HH·6:35H ...- .."M 

:1 -.~-.- - ~ ·ijJ2···-··H.-- --.- --18s-._..H h--..H~··566JnS.344-·-"_'-i4" H'_h 

s5--..·-H-.-----~.h ..-324---·---····---2i-5--·-·-·M~H·--~43s:a13A26"·M ..- "i.i4-h_. 
6'-·-···----z.J9"h--.-h·--·---Z41··--·-··-··-·--3'ir576,'9i6····-.- 2.53 
"j·---~··-·-·--·---·· ..h·2~2i~---...-..·--··;-:76···- --...--- H···-·"3oS-···-·H..- .._.. _.-h·Za;·;S9S.344···· ....-..H
B _._h.._ h.h ·..·i'jl·- -..H..··4·iT····..·-··-·-·h__..h-·,97;085:52~1 ..·-·_-'..h.H..i~56-H-
g-.-..--H.-.---h..- h·..,.DZ----·-· - H·--·-56D~--·_·-··_··_--··- ..i7aJ2isro..·-···· ..·-..iAl-..-· 

MiD:"smanest----H -0:B3..- HH1.il-------.-l18:ooIEi--' -[1."93-- •••-.- 

Mid-tap 3-5 15.49 574 1,804,336,040 1417 

§:.£~i:~~~:=:~=:=::::::::f~I=~:::=.~~.~~~::~~:::::::::::~ ~~::::::::~::=~~::=::=~::.~~~~~!~@:~~::~~::::~IFi-=~~ 
Micro-Cap 9·10 1.86 1,921 296,76B,831 2.35 

Cilia 11ll1fl11126-2OO!l. Sourt:O: MImrlgsW em lJISP. CelwliltN fuJ Dtrirtll] besed 00 dilla frIlm (RSP US SIId.!1ataI:Ilse IIIId 
a:tSP US ~aJ DalabUe Q2D10 Cenler r[l" IleIl!2rth In Security- Pr1a!5ICRSPllll. ThlIl/niYersily or (]1k<rgD BDO!hSdJDDl of 
Ilusirlllp- umr witl> perrriuicn. 

HistDliad lim. pestenteoe D1lolll! ca;lillliZllllcn $Imw!; llIe average.ll¥er the lag 84 yeaf~ III UlI decile n'l8rtel 
Qm 8t I peItt'Ill!l'jj!l1ll1lt8 loial NYSUAMDlJHASllACI calaJleu,d ri ll'ulltL Number of c~ n_ilRt, 
leCl.'l'lI ma~ crpilllillniOll oilletllel.nd I!terrt ~1l9of lOtel capil.lizali[l") lilt IU 01 Oetember:n, 2OD!l. 

Tllble 7·~ Sile-Olltila PmfoliDS of thll NYS£lAMEXINASOAO, 

Largest CoIllPIlllY IRl '" Mall::et Capitalil8tion by Os!;ile 

Strurte: ~mI CRSP. CflltulDted IDr De~ basL'd lID da\tl tI'flIlI 0lSP US Sltd; Cilllbm and C!lSP LIS Ind'as Omabine 
<C2DID Celll~ 1[1" fl~ In Sewn1y Pritts U:RSFWl TIft! Univllrslty- 01 Dllcag-o BDDIh School Dr 1l\airIen. U5ed willi permimo:.. 
MlltI'l a,ilanzBlllJl1lfld name or 0rgesl toII'lPB"I' in elth del:ile 8S or Seplembllr 30.1009, 

Size of the Deciles
 

Table 7·1 reveals that the top three deciles of the NYSE/
 
AMEX/NASDAO account for most of the total market value
 
of its stocks. Nearly two-thirds of the market value -is rep
 " 

resented by the first decile, which currently consists of 168
 
stocks, while the smallest decile accounts for just over one
 
percent of the market value. The data in the second column
 
of Table 7-1 are averages across all 84 years. Of course,
 
the proponion of market value represented by the various
 
deciles varies from year to year.
 

Columns three and four give recent figures on the
 
number of companies and their market capitalization,
 
presenting a snapshot of the strucMe of the deciles as of
 
December 31,2009.
 

Table 7·2 gives the current breakpoints tha1 define the 
composition of the NYSE/AMEX/NASDAO size deciles. 
The laryesL company and its market capitalization are 
presented for each decile. Table 7·3 shows the historical 
breakpoints for each of the three size groupings presented 
throughout this chapteI. Mid-cap stocks are defined here 
as the aggregate of decHes 3-5. Based on the most recent 
data (Table 7-2), companies within this mid~cap range 
have market capitalizations at or below $5,936,147,000 
but greater than $1.600,169,000. low-cap stocks include 
deciles &-8 and currently include all companies in the 
NYSE/AMEX,INASDAO with market capitalizations at or 
below $1.600.169.000 but greater than $431.256.000_ 

Micro~l:Bp stocks include deciles 9-10 and include compa
nies with market capitalizations at or below $431,256,000. 
The market capitalization of the smallest company included 
in the micro--capitalization group is currently $1,006,616. 

Presentation of Ihe Decile DBt8 

Summary statistics of annual returns of tile 10 deciles 
over 1926-2009 are presented in Table 7·4. Note from 
this exhibit that both the average return and the total risk, 
or standard deviation of annual returns, tend to increese 
as one moves from the largest decile 10 the smallest 
Furthermore, the serial correlations of return, are near 
zero for all but the smallest deciles. Serial correlations 
and their significance will be discussed in detail later in 
this chapter. 
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Table 7-3: Size-Decile Portfolios 01 the NYSE/AMEX/NASDAQ: 
Largest and Smallest Company by Size Group (CDntinued/ 

,. 

1925-1965 

I,I 

Ii 
I 

I' 

, 
Ii 
I 
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Table 7-3IContinued) 
Size-Decile Portfol;os of the N'fSEIAMEXlNASDAQ: 
largest and Smallest Company by Size Group (Continued) 

195'&-2009 
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Graph 1-1: Sim-Dedle portfonDS ollht N'fSE/AMEX!NASDAO 
We2111i Inllitel c1lrTYeStments in Mid-. ~-, Micro·, and TotBI capilalization Slocb 
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Graph 7-' depicts the growth of one dollar invested in 
each of three NYSE/AMEX/NASDAQ groups broken down 
imo mid-cap, low-cap, and mkro-cap stocks. The index 
value of the entire NYSE/AMEX/NASDAQ is also included. 
All returns presented are value-weighted based on the 
market capitalizations of the deciles contained in each 
subgroup. The shear magnitude of the size effect in some 
years is noteworthy. While the largest stocks actually 
declined 9 pertent in 1977, the smallest slocks rose more 

than 20 pelcenl A more extreme case occurred in the 
depression-recovery year of 1933, when the difference 
between the first and tenth decile returns was far more 
substantial, with the largest stocks rising 46 percent, and 
the smallest stocks rising 218 percent. This divergence in 
the performance of small and large company stocks is a 
common occurrence. 

Table 1-4: Slle-Decile Portfolios or lhe NVSE/AMEX/HASOAO 
Summary Statislics 01 Annual Returns 

Oallllrtl'lll92B-2009. Sovra: Mamingstar I!Id CRSP. C11ltu1Rll!l1!or Derived) bal!d 
on dilta IrtI'Il CRSI' us SUd; ~ end C1ISP us IncI"rces D8U1base@2010Centet 
forllesulth In Set'Urily Pfa, 1c:RS~I, The ~ivm;ily ot Chieago Booth School ot 
Bu!ine!ll. Un!! wilh pIl!1!IIU'iDfl. 

Results 1tt10l qulrlerly re~ki~ Ill" 1M! clecilel.1ho small tmI~nr l1od: 
JUIIlIlllllY IllIIis!it:1 preSlnlId i1 urliel' chaplin compri5e a re-1'iJl~ ollhfl 
,..nlo1ios nay rJltll yta~ Iri:rr ID l!ll12

Aspects 01 the Finn Size Effect 

The firm size phenomenon is remarkable in several wayS. 
First the greater risk of small stocks does nOl, in the con
text of the capital asset pricing model (CAPMj, fully account 
for their higher returns over the long term. In the CA'PM only 
systematic, or beta risk, is rewarded; small company stocks 
have had returns in excess of those implied by their betas. 

Second, the calendar annual retum differences between 
small and lerge companies are serially correlated. This 
suggests that past annual returns may be of some value 
in predicting future annual retums. Such serial correlation, 
or autocorrelation, is practically unkno'Ml in the market for 
large stocks and in most other equity markets but is evident 
in the size premia. 

'11'------------;";;';cO;;:,bc:b,::"cc,:c,.;cs;;';;e;;;'.;;v;:.;:',::,,;;:i.::'-;;'::,.:c"'c:'::.k;:--------~M;::,='";;:i'=":::"=,---------------;:B9~ 
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Table 7·5: Size-Decile Portfolios gl Ull: NYSE/AMCK/NASOAQ 

lena-Tlrm Retums in Excess of CAPM 
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Oata hom 1!l26-2009. 
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Graph 7-Z: Security M2rQI Lfne Versus Siza.O'ecile Portfolios ollhe 
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\JIld tAlh ptlI'IfIinioli. 

Third, the finn size effect is seasonal. For example, small 
company stocks outperformed large company stocks in the 
month of January in a large majOlity of the years. Such 
predictability is surprising and suspkious in light of modern 
capital market theory. These three aspects of the firm size 
effect-long-term returns in excess of systematic risk, 
serial correlation. and seasonaiity--Will be analyzed 
thoroughly in the following sections. 

Long-Term Returns in Excess of Systematic Risk
 
The capital asset pricing model (CAPM) does not fully
 
account for the higher returns of small company stocks.
 
Table 7-5 shows the returns in excess of systEmatic risk
 
over the past B4 years for each decile of the NYSE/AMEX/
 
NASDAQ. Recall that the CAPM is expressed as follows:
 

kfcrl+{13sXEAP) 

Table 7-5 uses the CAPM to estimate the retum in excess 
of the riskless rate and compares this estimate to historical 
performarn:e. According to the CAPM·the expected return 
on a security should consist of the riskless rate plus an 
additional rerum to compensate for the systematic risk: 
of the security. The return in excess of the riskless rate is 
estimated in the context of the CAPM by multiplying the 

equity risk premium by f3: (betal. The equity risk premium 
is the return that compensates investors fOT taking on risk 
equal to the risk of the market as a whole (systematic risk).' 
Bela measures the extent to which a security or pertfolio 
is exposed to systematic risk.l The bets of each decile indi
cates the degree to lNhidl the decile's return moves with 
that of the overall market 

Abeta greater than one indicates that the security or port~ 

folio has greater systamatic risk than the market; according 
to the CAPM eQuetion, investors are compensated for 
taking on this additional risk. Yet. Table 7-5 illustrates 
that the smaller deciles have had returns that are not fully 
explained by their higher betas. This raturn ;n excess of 
that predicted by CAPM increases as one moves from the 
largest companies in decile 1 to the smallest in decile 10. 
The excess return is especially pronounced for micro-cap 
stacks (deciles 9-10). This size-related phenomenon has 
prompted a ':flvision to The CAPM. which includes a size 
premium. Chapter 4 presents this modified CAPM theory 
and its application in mare detail. 

Chapter 7: Finn Size Ilnd HeWf" 90 
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IT,b1. H' ;,..Ilocil. Po",ol,,, of "" NYWAMEX!NASOAO 
'; 10th Decile Sub-Portfolios 

...... 
Rtt81l Cepilllibllilrl 
lrllu'ur Df of larvesl Co/IIPlII'f 

Detlle COmplniel rm Thousandsl CDIIlPany Neme 

10a 395 214,111 Quicksilver Gas Services l ~ 

lOb 1,382 123,516 lee Enterprises 

This phenomenon can also be viewed graphically, as 

depicted in Graph 7-2. The security market line is besed on 
the pure CAPM without adjustment for the size premium. 
Based on the risk (or betal of a s&:urity. the expected 
return lies on the security mal1:et line. HQlNever. the actual 

historic returns for the smaller deciles of the NYSE/AMEX/ 
NASDAO lie above the line. indicating that these deciles 
have had returns in excess of that which is appropriate for 
their systematic risk. 

Further Analysis of the 10th Decile 

.The size premia presented thus far do a great deal to 
explain the return due solely to size in publicly traded com
panies. However, by splining the 10th decile into further 
size groupings we can get a closer look at the smallest 
companies. This magnification of the smallest companies 
will demonstrate whether the company size to size premia 
relationship continues to hold true. 

I'	 Ibbotson first split the 10th decile into lOa and lOb in the 
I'	 2001 Ibbotson SSSI Valuation Yaarbook. With tha 2010 

Ibbotson SBBI Valuation Yearbook, we introduce an even 
closer look at the smallest companies by splitting lOa into 
lOw and lOx, and splitting lOb into lOy and lDz. 

As previously discussed, the method for determining 
the size groupings for size premia analysis was to take 
the stocks traded on Ihe NYSE and break them up irrto 
10 decHes, after which stocks traded on the NYSE AMEX 
and NASDAO were allocated into the same size groupings. 
This same methodology was used to split the 10th decile 
into four parts: law, lax (sub-portfolios of lOa), and lOy. 
and , Oz (sub-portfolios of lab}. Splining the 10th decile 
into lOa and lOb is eQuivalent to breaking the stocks 

down into 20 size groupings. with portfolios 19 and 20 
representing lOa and lab. Further splitting lOa into lOw 
and lOx and lab into lOy and 10z is eQuivalent to breaking 
the stocks down into 40 size groupings. with portfolios 37 
and 38 representing lOw and TOx. and portfolios 39 and 40 
representing lOy and lOz. 

Table 7·7 shows that the pattern continues; as rompanies 
get smaller their size premium increases. There is a notice
able increase in size premium from lOa to lOb. and the 
portfolio made up of the smallest companies, 10z. has the 
largest size pramium. which is demonstrated visually in 
Graph 7-3. This can be useful information in valuing compa
nies that are extremety small. Table 7-6 presents the size. 
composition. and breakpoints of each size category. First. 
the recent number of companies and total decile market 
capitalization are presented for each of the portfolios. Then 
the market capitalization and name of the largest company 
is presented. Breaking the smallest decile down lowers the 
significance 01 the results compared to results for the 10th 
decile taken as a whole. however. There are always going 
to be more companies included in the Micro-cap than in the 
10th decile. and more companies in the 10th decile than in 
the lOb category. The more stocks included in a sample. 
the more significance can be placed on the results. The 
10th decile gets as small as 49 companies back in Marth 
of 1926. This is still significant 

While this is not as much of a factor with the recent years 
of data. these size premia are constructed with data back 
to 1926. By breaking the 10th decile down into smaller 
components we have cut the number of stocks included 
in each group-.ing. The change over time of the number 
of stocks included in the 10th decile for the NYSE/AMEX/ 
NASDAO is presented in Tabla 7-8, With fewer stocks 
included in the analysis early on. there is a strong pas
sibilrty that just a few stocks can dominate the returns 
for those early years, Vv'hile tha number of companies 
included in the 10th decile for the early years of our 
analysis is low. it is not too low to demonstrate that the 
company size to size pramia ralationship continues to hold 
true. even when broken down into subdivisions lOa. l~, 

10'. lOb. 1Oy. and 10z. 

All things considered, size premia developed for these 
portfolios are significant and can be used in cost of 
capital analysis, These size premia should greatly enhance 
the development of cost of capital analysis for very 
small companies. 

2010 IbbDltortlP seelG Valuation Yellrbook	 MDrningstar 91 
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Overlapping Size Categories 
A common Question among valuation practioners is 
about how to use the various size premium metries that 
Morningstar provides when size-based category break
points overlap. This issue is magnified now that we have 
published even more granulatiry for the 1.Oth decile. 

There are going to be cases when the estimated equity 
value for a subject could categorize it in a number of size 
premium buckets. This range of postential size premium 
choices would have a tremendous effect on the finn's 
enterprise value. There are two decision paths when mak
ing this choice. The improper path is to choose the size 
premium that achieves the self-serving goal of influencing 
the enterprise value in the direction most desired. In many 
cases this leads to choosing the highest size premium 
number (12.06% in Table 7-7l. because this wJII lead to 
the lowest enterprise velue for tax purposes. marital dis
solution. acquisition valuation. etc. The proper path is to 
choose the size premium that is most statistically relevant 
for your application. 

Choosing tbe Right Size Premium 
There are two primary factors in determining which size 
premium to use. First. identify how close to a size category 
boundary your subject company falls. Second. determine 
how confident you am in your estimate of equity velue. 

let's say you have an example where the estimated 
equity value is close to the top breakpoint of the lab I:at
egory, toward the middle of the 10th decile, and toward 
the bottom of the Micro-eap. In this case. the statistically' 
conservative choice ;s the 10th decile. We need to balance 
the confidence that our subject firm actually falls within 
a particular size category with the need to tBilor that size 
grouping as tight as possible to make the peers relevant 
to our analysis. The Micro-eap category is too broad for 
this case, since the subject firm falls in the lower range 
of the category. and 10b is too narrow since 'our subject 
company would barely squeeze in under the top breakpoint 
before sliding into ·10a. We can say with I;onfidence that 
the 1Drh decile puts our company among the most peers 
of similar size. 

Since estimeting equity value for the purpose of size 
premium categorization is a circular challenge. it makes 
sense to use as many Quality metrics that are available to 
perform this estimate. In doing so. you may find that the 
equity .estimates cross a number of size premium catego
ries. In this case, it is advisable to sacrifice granularity for 
statistical confidence. For ex:emple, if you have three equity 
estimates indicating that your firm would fall in the middle 
of lOx:. bottom of lOx:, and middle of lOy categories, the 
overall 10th decile size premium would be the best cat
egory to capture lhe size of similar peer companies while 
acknowledging that the rmperfectings and circular nature 
of the size bucketing process. 

Table 1-7: l.Jmv-Teml Returns in &r.ess 01 CAPM Eslim!ltion lor Decile 
PortfoliOS" of Ure N'YS"E/AMEX/NASDAO. with 10lh Detlle Split 
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Graph 1·3: Security Martet Une verSllS Size.Oeclle Pllrdolios III the 

NYSE/AMEX/NASDAO.....,;th 10th Decile Split 
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Alternative Methods of Calculating the Size PremiaII 
I' The site premia estimation method presented above makes 
I sevelCll assumptions with respect to the market bench

mark. and the measurement of beta. The impact of these 
assumptions can best be eKSmined by looking at some 
alternatives. In this section we will examine the impact on 
the size premia of using a different market benchmark for 
estimating the equity risk premia and beta. We will also 
examine the effect on the size premia study of using sum 
beta or an annual beta.~ 

Changing the Markel Benchmark 
In the original size premia study, the S&P 500 is used as 
the market benchmark in the calculation of the realized 
historical equity risk premium and of each size group's 
beta. The NYSE total value-weighted index is a common 
alternative market benchmark used to calculate beta. Table· 
7-9 uses this market benchmark. in the calculation of beta. 
In order to isolate the size effect. we require an equity risk 
premium based on a large company stock benc~mark. The 
NYSE deciles 1-2 large company index offer.s a mutually 
exclusive set of portfolios for the analysis of the smaller 
company groups: mid-cap deciles 3-5. low-cap deciles 
H, and micrn-eap deciles 9-10. The size premia analyses 
using these benchmarks are summarized in Table 7·9 and 
depicted graphically in Graph 7-4. 

Table 7-9: long-Term Returns in Elcess of CAPM Estimation for Decile 
Port1olios of the NYSE/AMEX!NASOAO,....,;th NVSE Markel Benchmafb 
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on diltillnlll CRSP US StDtk Dalabase and CRSP US Ind"lW Dalobas:i! 02010 r.eme.r 
b IleD::III"I:h in Seturiry Prices {IJISPI!ll The lRvmIry ot CMa!ID Boolh ScIlooI al 
Busines1. u~~ wi1h perrnlnian. 

'Belas are eJllmat~ from fTIlXllhly partlo~o la!elrelUIf\$ in ~u 01 the:JO.dlI1 
U.s. TreIIslrrf b1l1ta!alretullI verliU'ilhl CRSP Dwle;I-Z lolal relurns In tIl:tU or 
the:J:l.l!ay U.s. Treasury bm. JilIIllary 1926-0rttmbel20tl8. 

"Histancd rl5k-leu I;Ile is meamred br tile 84-year arilltnelil: mean intone retlllTl
 
tIIITIIlORenl of 2().yeer gIIVZfTIlIllll1l bonds 15.18 pertel'IIj.
 

lCalaJlaled In the lXiIIi!ll1 of the CAPM brmulliplyinjj!he equity lisk premium II'( 
betll. nm equiryrm premium is estimaled br the eriltme1it mean 10til1 return o! 
the CRSF'Oltnel 1-2 (11.10 perctl'lll mirtU'i lhe arithmelic mean inwTIe rewm [[1m
porv!l'Il 01lO''fI!ar govemmEllI bonds 15.18 percentllrom 11l2&-2llO!l. 

2£110 IbbolsunOll SBBIOIl Valualion Yearbouk	 Murnlngstaril	 93 
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Graph 7-4: Security Market Une VETSUS S'ne-Oecile PDl'tl'olios of thE demonstrates that a size premium is still necessary to esti
NYSE/AMEX!NASOAQ, with NYSE Maltet Benchmarts mate the expected returns using SI.J71 beta in conjunction 

with the CAPM, though the premium is smaller than that25 Arilhrnetic Mean Return 1%1 
needed when using the typical ca1ctJJation of beta. 

lD 

15 

NYSE ,-z 

10 

5 Riulw. Rate 

Graph 7-5 'ompare, the 10 decile' of the NYS~AMEX/ 

NASDAQ to the security market line. There are two sets 
of decjle portfolios--one set is plottad using the single 
variable regr.ession method of calculating beta, as in Graph 
7-2, and the second set L'ses the sum beta method. The 
portfolios ploned using sum beta more closely resemble 
1he security martet lins. Again, this demonstrates that the 
sum beta method results in the desired effect: a higher 
estimate of returns for small companies. Yet the smaller 
portfolios still lie above the security market line. indicating 
that an additional premium may be required. 

Beal DlO D.2S 0.50 O.7S lID 1.25 t SO 1.75 

Dall! lrom l!ll&-i'OO!l. 

For the entire period analyzed, 1925-2009, the betas 
obtained using the NYSE total value-weighted index are 
higher than those ootained using the S&P SOil Since 
smaller companies had higher betas using the NYSE bench
mark, one would expect the size premia to shrink. However, 
as was illustrated in Chapter 5, the equity risk premium 
calculated using the NYSE deciles 1-2 lJenchmart results 
in a value of 5.93, as opposed to 6.67 when using the S&P 
500. The effect of the higher betas and lower equity risk 
premium cancel each other out, and the resulting size 
premia in Table 7·9 are slightly higher than those resulting 
from the original study. 

Measuring Beta wilh Sum Beta 
The sum beta method attempts to provide a better measure 
of beta for small Slocks by tak.ing into account their legged 
price reaction to movements in the market [See Chapter 
6.1 Table 7-'0 shows that using this method of b~ta esti
mation results in larger betas for the smaller size deciles 
of the NYS~AMEX/NASDAQ while toose of the larger 
size deciles remain relatively stable. From these results, 
it appears that the sum ~eta method corrects for possible 
errors that are made when estimating small company betas 
without adjusting for the lagged price lllaction of small 
stocks. However, the sum beta, when applied to the CAPM, 
still does IlDt eccount for all of the returns in excess of the 
ris\dess rate historically found for small stocks. Table 7-10 

Table 7-10; long-Tem Retums in Eztess of CAPM Estimation lar Oedle 
Portfolios of the tlYSE/AMEX!NASDAO, with Sum Bala 

Ru'lrell &limaled Sile 
1\l11h- Ilelllm AI!\Lm Plemn.n 
melil: in Ext:us In E.1:l:~ IRdLJ1lIn 
Ao!O!l 0/ Rid:lm of flistfess &ass 01 
~lIlIn flaill" Rail' CAl'M1 

BIrtD' l'l.l ,%) (%1 I~l 

L~~~Si~=~·~:=:::~~~~::::::::~t~:~~~~~::HF~:~~~~-=:~:~~'~~~r~: 
3 - ···ij-:3"-·.. ··i3:3S-····- -B:;8....'..--755-....·--··0~54 ..~· 

4·..--..------110.... .. ·i3.82~--Blis·-·-800-···--O'6s·
5~_ .. ~_···· ......··_··j":24·_·..·i4:59·..-·-..·-"9.41·-..···-·B15--·..····,:17-···· 
6 1.30 14.81 9.63 8.66 0.967-......·_··,....·--······..·i·jii···..-··15:19·_.. _··1~~oi ....·.. ·-9~21- ......·....ii:iio··· 
B·_·-···-"-"--···--··i·:49-·is.n·--·-"jl~i5"···-··-~'ii7---·····fi-g

9·--"--··-·-r5r-·"lTol-·"--:il.84-"-~_·--1~45--· 

lQ:"s;;;aii;;t·_··..·_j"]·1..·..·_·2ii~eS--·-15.68-··1 ..iAD-·--UB-··. 
Mid·Cap, 3·5 1.17 13.71 8.54 7.81 0.73 

[~iP.J¥~:=:=I~:::~::~I~~~=:~~}~~~:::~~::-~~~~==::::§~ .. H: 
Micro-Cap. 9-10 1.60 18.23 t3.oo 10.67 2.J8 

Ilt,a ffl)m 11l16-Zf09. SIll/lW: MDmi"cjstar ard CRSP. c.l~Iell[ ... Ol!lhled) bam:! 

01'\ dlIlall~ CRSf' US Siod Database and OISP US Il'IllllZsOalatlollle ~201a CIInlcr 
fOf llesE1lrth In S8t1Jrlt!' Prices {CflSPM, Tha UniTeJllty 01 ChiCilQO Booth School 01 
Bu~m. Ustld wlIh pliJmiss'm. 

'OUl8Sl!Ire t5!im!ll!rlll~ monthlv pMtrDfiD 10lal rervnu In elCml 01 th3 JII-llay 
U.S. Treuury b11111lll11 rrlum wmn 1he SlW'5W lotal relurns in nmss Dr IhlI 
J[l.day US. TlrDsury llill. Januery 1926-December t'DCl!l. 

"HiSlml rili:less lJit is IIlI!lISUrell by lilt B&·,.elu 811\hn1llr llIeDn iTDl1'le Je111n1 

COIrJIdI!lll oI1ll-year VOO'eI'<ml':IIl tmds (5.18 pen:el1t~ 

tt.laJlaltl! In Vie ePllltll 01 lhe CA,PM by lI'IlITtiplf'll1llhe t~risl: p1!mUn loy 
billa. T1JlIl!llu1ry rb111'tmil/III b eSlimalrd by the arllhl'll~ll:; 1llea111l1el r~lUrn 01 
II\e S&PSOOllt.BS pertent) ml~s lhl arilhmtti:: Pll!an IJlCtune return eomporllTll 
oIlD·,nr goR:rl'IIIIrnt bl7l"ll' 15.\8 pv=!IJ IJI;m 192&-2ll:B. 
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Schedule PMA-7 
(UPDATED) 

Missouri-American Water Company
 
Indicated Common Equity Cost Rate Through Use of the
 

Single Stage Discounted Cash Flow Model for
 
the Proxy Group of Six AUS Utility Reports Water Companies
 

and the Proxy Group of Eight AUS Utility Reports Natrual Gas Distribution Companies
 

1 £ J 1 § 

Dividend Indicated 
Average Growth Adjusted Common 
Dividend Component Dividend Growth Equity Cost 
Yield (1) (2) Yield (3) Rate (4) Rate (5) 

Proxy Group of Six AUS Utility 
Reports Water Companies 
American States Water Co.	 3.01 % 0.10 % 3.11 % 6.75 % 9.86 %'II,	 Aqua America, Inc. 3.31 0.15 3.46 9.30 12.76 
California Water SelVice Group 3.15 0.11 3.26 7.25 10.51 
Middlesex Water Company 4.16 0.19 4.35 9.00 13.35 
SJW Corporation 2.73 NA 2.73 NA 2.73 
York Water Company 3.71 0.13 3.84 6.75 10.59 

jI 

Average 3.35 % 0.14 % 3.46 % 7.81 % 9.97 % 

Median 3.23 % 0.13 % 3.36 % 7.25 % 10.55 % 

Proxy Group of Eight AUS Utility 
Reports Gas Distribution 
CompaniesI'	 AGL Resources, Inc. 4.60 % 0.10 4.70 % 
Almas Energy Corp. 4.68 0.12 4.80 5.00 9.80

,I	 % 4.55 % 9.25 % 

I· 
Delta Natural Gas Company 4.43 0.07 4.50 3.00 7.50 
Laclede Group, Inc. 4.71 0.06 4.77 2.50 7.27 
Northwest Natural Gas Company 3.61 0.09 3.70 5.25 8.95 
Piedmont Natural Gas Co" Inc. 4.08 0.11 4.19 5.50 9.69 
Southwest Gas Corporation 3.21 0.11 3.32 6.75 10.07 
WGL Holdings. Inc. 4.33 0.03 4.36 1.55 5.91 

Average 4.21 % 0.09 % 4.29 % 4.26 % 8.56 % 

Median 4.38 % 0.10 % 4.43 % 4.78 % 9.10 % 

I,
I' 

Notes: 
(1) From page 17 of this Schedule. 
(2)	 This reflects a growth rate component equal 10 one-half the conclusion of growth rale 

(from page 18 of this Schedule) x Column 1 to reflect the periodic payment of dividends 
(Gordon Model) as opposed to the continuous payment. Thus, for American States Water 
Co., 3.01 %l x ( 1J2 x 6.75% ) = 0.10%. 

(3)	 Column 1 + Column 2, 
(4) From page 18 of this Schedule. 
(5) Column 3 + Column 4. 

I: 
I· 
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Missouri-American Wafer Company 
Derivation of Dividend Yield for Use in the 

Discounted Cash Flow Model 

Schedule PMA-8 
(UPDATED) 

Spot 
(4/512010) 

Dividend Yield 
A"erage 

of 
last 3 

Months (2) 

Average 
Dividend 
Yield (3) 

2.89 % 
3.23 
3.06 
4.08 
2.59 
362 

3.12 % 
3.40 
3.24 
4.25 
2.88 
3.79 

3.01 % 
3.31 
3,15 
4.16 
273 
3.71 

3.25 % 3.44 % 3.35 % 

3.15 % 3.32 % 3.23 % 

4.48 % 
4.56 
4.43 
4.61 
3.50 
4.06 
3.10 
4.20 

4.72 % 
4.81 
4.42 
480 
3.72 
4.10 
3.32 
4.46 

4.60 % 
4.68 
4.43 
4.71 
3.61 
4.08 
3.21 
4.33 

4.12 % 4.29 % 4.21 % 

4.32 % 4.44 % 4.38 % 

Proxy Group of Six AUS Utility Reports 
Companies 
American Slates Water Co. 
Aqua America, Inc. 
California Water Service Group 
Middlesex Water Company 
SJW Corporation 
York Water Company 

Average 

Median 

Proxy Group of Eight AUS Utility Reports
 
Companies
 
AGl Resources Inc.
 
Atmos Energy Corporation
 
Delta Natural Gas Company
 
laclede Group, Inc.
 
Northwest Natural Gas Co.
 
Piedmont Natural Gas Co., Inc.
 
Southwest Gas Corporation
 
WGl Holdings, Inc.
 

Average 

Median 

Notes: (1)	 The spot dividend yield is the current annualized dividend per share divided by 
lhespot market price on 4/5/10. 

(2)	 The average 3-month dividend yield was computed by relating the indicated 
annualized dividend rate and market price on the last trading day of each of the 
three months ended 3131110. 

(3)	 Equal weight has been given to the 3-month average and spot dividend yield. 

Source of Infonna!ion: yahoo.finance.com 
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Proxy Group or Six AUS Utility Reports 
Water Companies 
American Slates Water Co. 
Aqua America, Inc. 
California Waler Service Group 
Middlesex Water Company 
SJW Corporation 
York Waler Company 

Average 

Median 

Proxy Group of Eight AUS Utility 
Reports Gas Distribution Companies 
AGl Resources, Inc.
 
Almas Energy Corp.
 
Della Natural Gas Company
 
Laclede Group, Inc.
 
Northwest Natural Gas Company
 
Piedmonl Natural Gas Co.; Inc.
 
Southwesl Gas CorlXlration
 
WGL Holdings. Inc.
 

Average 

Median 

Notes: 

I' 

"I 
i Source of Information: 

I' 
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Missouri-American Waler Company 
Historical and Projected Growth 

1 

Value line 
Projected 2006 Reuters Mean Consensus Average Projected 
'08 to 2012·'14 Projected Five Year EPS Five Vear Growth 
Growth Rate (1) Growth Rate Rate in EPS (2) 

No. oj 
EPS EPS Est. 

9.50 % 4.00 % (11 6.75 % 
10.00 6.60 151 9.30 

8.50 6.00 12) 7.25 
9.00 NA (NA) 9.00 

NA NA (NA) NA 

~ 6.00 (1) 6.75 

~% 6.15 % 7.81 % 

~% 6.00 % 7.25 % 

3.50 % 
5.50 
3.00 
2.50 
5.00 
4.00 
8.00 

~ 

5.60 % 
4.50 
3.00 

NA 
5.50 
7.00 
5.50 
0.60 

(4) 
[5) 
(1) 
(NA) 
121 
[21 
(21 
(1) 

4.55 % 
5.00 
3.00 
2.50 
5.25 
5.50 
6.75 
1.55 

~% 4.53 % 4.26 % 

~% 5.50 % 4.78 % 

NA:: Not Available 

(1) As shown on pages 19 through 32 or this Schedule. 
(2) Average of Columns 1 and 2. 

Value Line Investmenl. Survey, January 22, and March 12, 2010 
Reuters Company Research (Printed April 6, 2010) 
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AMER. STATES WATER NYSE./Wl I~tr 34.751~no 18.5(/,':nU) :r::~ 1.07 ~o 3.0°/_-,---::----1 
TIMEUNESS 3 I.ovterI.'dfJWi High; 18.51 26.5 25.3 26.4 29.0 29.0 26.8 3Ui 43.8 46.1 42.0 36.6 Target Price Range 

ow· 1411 14.8 6.7 19.0 20.3 21.6 20.8 24.3 JD.3 33.6 27.0 29.8 2012 2013 2014 
SAFETY 3 Nrrt2lWl LEGENDS 

125 J llM~1!Qls f stl r= 128 
TECHNICAL. 3 ~W4.Ql •.•• =~~~~ I~~ 96 
BElA .AD 11·00 ~Mirtt'IJ Mo:r'Z sp'1k &/oZ r""Y-l 80 

2012·14 PROJECTt~~,~ ~~~~ol:pth 1eceJ5iI:trl k~ . .•.. •. .•• 6~ 
Arln'l Total ~/!SI f«essltlil begM ,lA)' ~ ~8 

~~I~~I~m ~~ 40 
1111 1~~ 2g ,H~~I 1~~ mffi I I '1 '- lIT 32 

Insider Decisions .~ I - 24 
F LI A ... J J ASO, Ill' I - I' 16 

:pl~1 ggggggggg '11 " I 'f.t~4 •.•• 12 

:~~:llut~o~aIO D~cfsl~n~ 0 0 •.••• ••••• ..' ••••• "r~ '. . iiiIIE.··.···.' %TOt RETURN 12109 
IQ100t 101009 30M ~ Sl':K V1.~~H.
 

I Buy 55 6!1 ~ PflrceIll 12"= 1yr 105 608
 
1~&l1 6a 53 53 GhI'n 8 .. ~ 3yr -05 19
 
H1;;~ 9283 10518 10047 treded 4.. 5 yr ~.5 25.9
 

1·14 
21.76 
4.611 
>0' 
1.22 

1.00 2.~3 2.19 2.40 2.58 :W ~.30 3.03 3.18 z.~ 11£ ~.03 4.24 3.91 L89 4.45 4.~~ 4.25 Cop'l Slltn ing per 5h 'DO 
22.009.95 10.07 10.29 11.01 11.24 11.48 11.82 12.74 13.22 14.05 13.91 15.01 15.72 16.64 1U3 17.95 19.50 20.00 800kValuu oush 
20.0011.71 11.77 11.n 13.33 13,44 13.44 13.44 15.12 15.12 15.18 15.21 16.75 16.80 17.05 17.23 17.30 1B.60 19.00 CommonShsOutst'g C 

fU13.4 12.8 11.6 12.6 14.5 15.5 17.1 15.9 16.7 16.3 31.9 23.2 21.9 27.7 24.0 22.6 18.54 AV9 Ann'l PIE Rallo 
us.79 .64 .78 .79 .84 .61 .97 1.03 .66 1.00 1.82 1.23 \.17 1.50 1.21 1.31 t.22 Relal/ve PiE Rol/o 

l.41'5,3% 6.6% 6.7% 5.8% 5.5% 5.0% 4.2'h 4.2% 3.9% 3.6% 3.5% 3.6% 3.1% 2.5% 2.5% 2.9% 2.9% Avg Ann'l Div'd Yield 

CAPITAL STRUCTURE IS ofs/30f09 173.4 164.0 197.5 209.2 212.1 22.6.0 236.2 2SUi 301.4 318.1 365 J9Q Revtlnues ($minj ".
Tolal Debl $327.5 mnl. Due In SYrs $25.0 mil. 16.1 18.0 20.4 20.3 11.9 16.5 22..5 23.1 28.0 26.8 35.0 39.0 HelPtolit rSmlin' 52.ll 
LT Dabt$306.3 mHI. LT Interes1 $23.5 miD. 46.0% 45.7% 410% 38.9'10 415% 37.4% 47.00/0 40.S% 42.6% 37.8% 38.5% 38.5% IMoma Tax Rale 40.0" 

5.0%~~~:~::s~.~~ned:3.8X:IOlollntere{~9%ofcap·!) 51.0~ 47.5% 54.9% 52.0% 52.0% 41.1% SO.4% ~;.:: 4:::~ 4:::~ 4:::~ 4::~~ ~:~~~a;:~~~t~~t 
46.S" 

LllUII.Uneopll.alized:/UJnuelrerrla.ls$2.9mnJ. '8.4% 51.9% 44.1% 48.0% 48.0",4 52.3% 49.6% 51,4% 53.1% 53.8% 54.0" 55.5% CommonEauitY"RaUo 53.5% 
328.2 371.1 447.6 444,4 442.3 480.4 532.5 551.6 S6!l.4 5n.O 615 105 Tolal CapItal ($mIlQ 82'

Pension A~~e1s·12108 $54.2 mill. 4~9.6 509.1 539.6 563.3 602.3 664.2 713.2 150.6 776.4 825.3 870 920 Nat Plani f$mml 1025Obllg. $94.5 mil. 
6.6% 6.4% 6.1% 6.5% U'lo 5.2% 5,4% 6.0% 6.7% 6.4% 7.1IY. 7.5% Retlltn on Total Cap'l 8.5%Pld Stock None.
 

10.0% 9.2% 10.1'10 9.5'fo 5.6% 6.6% 8.5'10 a1% Q.3% 8.6'r. 9.Sl' to.S" RelurnonShr.EquJty
 1lOr. 
12.0% 

u of 11/3109 2.9% 3.0% 3.6% 3.3% Nf.4F 1.0'4 2.8% 2.7% 3.9% 3.1% Ur. 5.0% RetalnedtoComEq 
Common Sloek 19.512.032 5hs. 10.1% 9.3% 10.1% 9.5% S.6% 6.6% 8.5% 8.1% 9.3% 8.6% 9.5''{ 1o.s% RetumonComEoultv 

MARKET CAP: $6SD mlllJon (Small Cap) 72% 68% 65% 65% 113% 64% 61% 67% 58% M% 54'% 53% AnDlv'ds 10 Net Prel
 
CURRENT POSITION 20117 2008 9/31)109


1$Mli.) BUSINESS: American Stales Water Co. opeJeles as a holding ers in the city of Big Beer Lake end In Brees of San Beml!lrdi.,o 
Cash Assets 1.7 7.3 7.4 company. Through ils prirIcIpel subsidiary, Golclen Slale Weier COIJI'Ity. Acquired Chaparral CUy WeIll/" or Arizona (1OJOO}. Has 
Other 61.4 63.3 92.3 Cctnpany, II ~upplies weier lo more Ihan 250.000 cllsloroof!l in 75 ItIllghly 675 employees. Ofti~11l & directors own 2.5% c4 c:ornmon 
Current Assels -m 9O'll 99.7 commllniliea In 10 t:OIJnUes. Service Blees Indude the l1ealer 5100 (4109 Proxy). Chairmen: Lloyd Ross. Presldenl & CEO: FIovd 
~\S6u~b1e ~~:~ ~~j ~~ ~ melro~iI.lIn Ireu of Los Angeles and Orange Counties. ~ «1m- Wicks. Inc: CA Addr.: 630 Easl Fooll1ll1 Bwewrd. San Dimas, CA 
Olher 27.4 25.5 40.4 pliny also Pfovides elec1ric uIJlily services to nearty 23,250 wslom- 91773. Tele.: 909-394-3600. Ir.letnet: ......w.nwaler.com. 

Current Uab. 94.3 1'3f4 99,0 American States \\fater posted im- grOWing infrastructure requirements men-
FIx. ChQ. Cov. 314% 293% 352% pressive third-quarter growth. Indeed. tloned above. the cash-strapped entity will 
ANNUAL RATES Pul Past Est'd '06-'08 the water utility reported earnings of have to continue to seek outside finandng. 
~=e~Sh) lIlr~% 5I.~% le~~~~4 $0.52 a share, as revenues advanced 17%. wIth debt and share offerings likely bec
~CeshAow" 5.5% 6.0·'" 6.5% to a record $101 million. oming commonplace. The higher interest 
Earnings 3.5% 5.5% 9.S% Expectations should be tempered a rate and share count associated with these 
~~e~~'~e U~ ~:g~ ~:8~ bit. however. Last year's thlrd~quarter transactions wJll limit the benefits of the 

figures were relatively weak. The expansion of the nonregulated business. 
Cal· QUARTERLY REVENUES ($ mlll,) Full December-period comparisons are far more TIlese shares are not too intriguing at 

endar Lhr,J1 Jun.30 SeD.30 Dee. 31 Year fOrmidable. Plus, although the top lIne is this Juncture. Share-price momentum 
~m 64.3 63.0 75.0 68.3 268. likely to continue being the beneficiary of has tapered off In the months follOWing 
2001 72.3 79.3 75.8 74.0 301.4 favorable general rate case rulings from our October revlew and is likely to remain 
~~~ ~:~ ~:~ 1~:~ ro.i ~l~' the California PubHc Utilities Commis- relatively stagnant over the coming six to 
2010 85.0 fOO 10B 97.0 3911 sion. operating expenses look to be on the 12 months as the emergence from the

1-"=+=0;;:;;;;;;;;-;:;;;-==""'--1r'''-1 rise, as evidenced by the most recent recession continues to gaIn steam and In~ 
Cal· EARNINGSPERSHARE'" Full double·digit increase, Already decayIng In- vestors regain confidence and take a more 

endar Mar.31 Jun. 30 Sel).30 Dec. 31 Yaar frastructures are only growing older and aggressive stance. The 10nger~term picture 
2006 .35 .36 .32 .30 1.33 requirJng more Investment. Much in that Is not much better. with burgeoning 
201)1 .40 .42 .44 .35 1.62 vein, we anticIpate that the company had financing costs CLIrbing 3- to 5-year share
2008 .30 .53 .26 .43 1.55 trouble meeting last year's share-net total holder gains. Although risk-averse inves~ 
2otl9 18 .64 .52 .41 1.85 in the fourth quarter, despite a healthy tors may be intrigued by the issue's In
2010 .30 .65 .58 .47 2,00 high single.diglt top-line advance. For come component (in a much anticipated 
C.I· QUARTERlYDIVlDENOSPAlD B• Full many of the same reasons. bottom-line move the board recently raised the 

and., Mar.31 Jun.30 Se .30 DedI Year growth for full-year 2010. though healthy, quarterly divIdend by 4% to $0.26 a 
2006 125 .225 .225 .235 .91 will likely pale in comparison to the levels share). it should be noted that there are a 
2007 .235 .235 .235 .250 .95 witnessed in 2009. number of better income sources. partlCu
2008 .250 .250 .250 .250 1.00 The company's balance sheet is not lady in the utility genre. to choose from. 

I ~~~ .250 .250 .250 .260 1.01 exactly seductive. In order to meet the Andre J. Costanza January 22, 2010 

IAI Primary eamin~s. E~dudes nonreeumn: I.(BI Dillidends hlstorieally paid in eany March, I Company's Flnllnclal Slrength B++ 
ge nsl(losses~ '04. 14~ 'OS, 2S¢; '06. at; '08, June, Seplemller, and December.• mId rt!1n- II Slock's PriCt Stability 80 
(27¢). NeJd earnings reperl due lale Febluary. vestment plan Ilvallable. Price Grol'lIh Per51stence 70 
May not ecld dUll 10 roundinp. ICIIn minIOns. ed~led for st:tiL Earnings Predictablllty 70 
e 20ln V~1ue Une NliltilQ. hi:. AI rkrttls rest!JVell fllctual mllerialls oblalned ~tIIl ,tuf\'~ l)elleYe~ 10 be reliable 1I'Klll. l"aYided 6hcM II'Il!IlU!l or My kind._. 
THE PUBUSHER IS HOT R:ES"POIiSIBlEtOR ANY ERRORS OR: OMISSIONS HEREI~. rn, pAtc:1~QI'Ill. m:o, lor wblOibe(1 0'I'ftI, non--w:nmerdBl.lnIerTN!\ use. No pili I • I '. • I I. I I • , 
d.l!IIlybe ~ 'rWl, SlaedG"~loBrPjp:kled,e1l'e1mlCOl ~ IlITI\ IIllle1ra~~ tI riwteliog lIIl)"pnl!dor Ill!dnric p.t6aniorl. 2Mi:e0" ~ 
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AQUA AMERICA NYSE·W!R 
I:ECENT 17 571r~ 209(lrallln9 237) RElAmE 1211~rrD 3.4%PRICE I RATIO • Median: 25,0 pUlno. YlD 

TIMEUNESS 3 ltrtJcfeljf{ZWl High: 
'l~ I 1i'~ I 12.0 14.8 15.0 16.6 18.5 29.2 29.8 20.6 22.0 21.5 Target Price Ran~e 

l~ 6.3 9.4 9.6 11,8 14.2 17.5 20.1 18.9 12.2 15.4 2012 2013 20 4 
SAfETY 3 ~ed"'~l LEGENDS 

3 lJlM>ll.'dl1lno ~~%=:J':le 
. 64 

TECHNICAL 
" •• ' RL'lalM! ~~ ~"'l .. 

SElA ,&5 {I,OO ~ M.IUQ '.f0"·3~ jl!l8 40 

2012·14 PROJEC11~~,f lolal tJ:~=;~ I!~ ----- --- .. " rk~ 1,1 11 '.U«.4~ 100 

" Pflct r:Galn Return 4~·3 51(4 l2IDS t...:·.,. , , 1'" , 
" tIl~ 30 "10%1 14% ~':A' ¢tYreressim l;~-

,,, 'I , • 16LIIl'I 20 +15% J% 
Ult$1lec~1krl begMJ llAN rM;Ht '''1 ., 

InsIder DecisIons 12 
fl&AMJJASO jll \'hill" ," ~~ -.. ... •l~a.y DOllOOOOOO 

I ~!v,~ .... .. ' ........ .... .......",., tOOOOOOOO " 6 
IoS,1 0 0 0 0 0 0 0 0 0 rd:::..: 

...... ........ 
'~~~ 

.. 

2O~2010 
% TOT. RETURN 1ZJD9 

Institutional Decisions .:....... 
"'" un..... ~... ""., Pel'Cllnl ~"" 

",,-' STOCK 

lG8UK ", 1n .. ,harOB 10 
I>~ I •. -12..2 60.8 

tl~:i61 13' '18 ,'" vadlld 4' '" -16.1 1.9 
1lI1f100ll 63551 6134' 60196 ..... " 

'"o VALUE UNE PUB" ~C 

,. ,.. 
1993 1994 1995 1996 1997 199B 1999 2000 2001 21102 2003 2004 2005 2·14 

1.70 1.62 ..84 ..06 ,,, ,,, 
'" 

,,, '.52 
f.70 U, ~Cash Flow" ~f 6h 

2.46 2.70 2.85 3.48 3.85 '.03 4.63 .uS '.lS Revenues per sh 6.45 
.41 .41 
.24 1< 

.., 
19 

.50 .56 .., 72 .16 .06 .54 '" U• III 116 1.37 

... 
1.~2 '".30 .4G." 41 .41 .51 .54 .57 .64 .11 .70 .11 .., JO Earnings per sh A" 1.25 

.21 11 .21 13 " .26 11 .30 .32 .35 J1 .4G ... .51." .55 .., DlY'd Deei'd per sh B• .70 

.41 .46 .52 ... .58 ." .00 1.16 1.(0 110 Ul 
~:: 

,.54 '.OS 1.79 1.98 1.9' 1." Cap'l Spending per sh US 
2.29 2.41 

59.40 SS.77 '" 65.15 67.47 72.20 100.80 111.82 113.97 113.19 123.45 127.18 128,97 132.33 133.40 135.37 m.JO 
<S, 284 '21 3.42 3.85 ,US 4.36 5.3~ ,.30 'SS '" 7.a2 7.90 U, Book Value per sh fO.35 

63.74 137.00 Common Shs Outst'g C f39.oo 
14.4 13.5 12.0 156 17.8 21.5 211 18.2 23.1i 23.6 ,4> 25.1 3tB ~.1 "., 24.9 22,2 AV9 Ann't PIE RaUo 21.0 

.OS .89 .., .9B Ul3 1.11 1.21 1.18 111 1.29 1.40 '.33 \.69", l.B7 1.70 1.50 ',48 Relallve PIE Ratio 1.40 
5'" ,... 6.2% 4.9% 3.9% ,... 3,0% 3,3% 2.5% 2.5% 2.3% 1.8% ,.. 21' 2.B% 3.0'10 AV9 Ann'\ Clv'd Yield I.'" 

CAPITAL STRUCTURE as 019130109 257,3 275.5 307.3 322.0 3£1.2 442.0 ~96.8 533.5 .", 527.0 '75 73S Revenues l.mlltj 
45.0 SO.7 58.5 62.7 67.3 80,0 OIl 92.0 95.0 91,9 123 Hel Pront [SmUn' '" Total Debl $1320.2 milLOue In 5Yrs $245.0 mill. 175'" IT Debt $1265.4 milL LT Interest $65,0 mill. 3B.4% 38.9% 39.3% 38.5% 39.3% 39,(% 38.4% 39.6% 36,9% 39.7% 39.0% 39.0% Income Tall: Rate 39.0"(LT Inlereslearr'led: 3.4J; lolal interest coverage: .. .. .. .. .. .. .. .. 2.9% 3.1% 10' 2.6% AFUOC %10 Net Profit ,,'"3.4x) (54% of ClIp'l) 

52,9% 52.0'4 52.2% 54." 51.4% 50,0"4 52.0% 51.6'10 55,4% 54,1'10 54.0% 53.'" lcng.Tol1ll Debl Ratio 48.~ 

PensIon Assets-1210B $112.2 JIIll!. 46,1% 47.B% 41.7% ~5.B% 48.6% 50.0% 4B.0'J. 48.4% 44.6% ~5.9% 46.0% 47.0% Common EQultv Ratio S2.0l' 
Oblig. $204.7 milL 782.7 901.1 990.4 lG76.2 1355.7 U97,3 1690.4 1~.4 2191,4 2306.6 2276 2345 loti! CapItal {$ml1lj 2765 

Pld Stoek NIne 1135.4 12$U 1358.1 gSO.8 1824.3 "". 2280.0 2506.0 2792.8 2997.4 31SO "., HelPbn! f$rnrul 35"Common Stock 136,21D.613 shiWS ,... 7.4% 7.8% 7,6% 6.~% 6.770 6.9% 6.4% ;g, 5.7% .'" 6.5% Return 01'1 Total Cap'l 7,~".. 01l0120fll9 
12.2'10 11.7% 12.3% 12.1"10 \0,2% 10.7% 11.2'''' 10.1l'4 9.7'10 9.3~ 10.0" 10.5" Return on Shf. Eqully 12.0% 

MARKET CkP: $2..4 billion {Mid ClIp} 12.3% 11.7% 12.~% 12.7% 10.2% 10.7% 11.2% 10.0% 9.7% 9.3% 10.~ 10.5% Return on Com Equity 12.0" 
CURRENT POSIllON 2001 200B 9/30109 0% 4.7'.4 5.1% '1% ~.2% 4.6'10 4.9% 37% 3.2% 2.8% 15% 3." Retained to Com Eq I> 5.0% 

ir"-) ,,,
H.5 '" 50' "''' '" ''" 56% '" '" '0% '" '" All Div'ds to Nel Prof ,,.

Cas Assets 14.9 18.0 
Receivables &2.9 84.5 66.' BUSINESS: Aqua Jl.merica, Inc. is lhe holding compa",y for waler others. Water supply ,e...enues '08: residenlia~ 60%; oommerdal,
Inventory (AvgCsl) .., 9.' 10.3 one! wB!lewater utililies that serve i1pproximaloly Ihroe mi~ion resi- 14%; Induslrial & olhor, 26%. Officers end directDfs own 1.3% ofOther 9.3 11.B to.5 
CUITenl Assals """"1""f[5 -m:o --m:9 dants in Pennsl'!Wnill, Ohio, North Carolil\ll, Illinois. Texes, lok!w !he common stock (4/09 Proqo). Chairman" Chief ExeroUve Of-

Accts Peyable 45.8 50.0 26.3 Jersey, Rorida. Indiana, and n"'e oIh.er slales. Div&sled Itnee 01 fleer: Nicholas DeBenedicUs. InCOrptlfllled: PennsyN811ie. Address: 
Debl Due SO.9 81.9 54.B lour non-water businesse~ in '91; lelemar'ltelln9 9rouP In '93; and 762 Wnl Lancester Avanue. Bryn MeM, Pennsylvania 19010. Tel· 
Olher 56.6 55.3 149.0 others. Acquired AqueSource, 71ll); Consum~ Waler. -4/W; and .phlJne: B10-525-14oo, Inlemel: Wl'lw.equaamerica.com. 
Currenl Uab. 183,2 ""l93.2 230.' During the September interim, Aqua (Aqua Georgia Inc,) may be bolstered byPoe:, Chg, Cov. 323% 329% 325% 
ANNUAL RATES Pas' Pasl Esl'd '06-'OB 

America lost some ground on a year- further purchases In this region. Also, 

It dlarqe (per sh) 1D'I'rl. nil, 10'12:14 over·year basis. Although revenues were WTR expanded Its Aqua Pennsylvania 
Revenues 6.0% 9,0% 6.5% up slightly from the prior year, eaTTlings division in December, purchasing the as-
"Gash ROW" 9.5"'. B.O"l. 10.0% dropped a penny. as unfavorable weather sets of Athens Township Authority, and
Earnings 1.5% 5.5% 10.0% conditions and higher operating costs hurt subsequently signed a 20-year contract toDMdentls 7.0% 8.0% 6.5% 
Book Value 9.5% 10.0% 6.0% profits during the third quarter. Looklng prOVide water services. Additionally, the 

Cal· QUARTERLY REVENUES ($ mU1.1 Full 
ahead, though. $75 millIon in rate cases filed in 2009 

'nlfar Mu.31 Jun,30 Sell,30 Det.31 'iea, the company probably ended the year should, If judged In Aqua's favor. boost 

200~ 1\1.9 131.7 141.0 136.9 533,5 
on a good note. A number of rate-relief revenues and earnings over the next few 

2007 131.3 150.6 165.5 149,1 602.5 cases were set to be decided in the fourth ~rs. 

2008 139.3 151.0 177.1 159.6 627.0 quarter which, if approved. should provide ese shares are a neutral choice for 

2009 154.5 167,3 180.8 112.4 
2010 165 190 '" a slight last-minute boost to the top and the corning six to 12 month period, 

18' '" 735 bottom lines. Also. management has been but hold some appeal for the long 

Cel· EARNINGS PER SHA9.E A Full 
actively working to reduce operating costs, haul. One attractive trait is the steady 

endar Mar.31 Jun.30 SeD.3D Dec,31 Year and the benefits of these efforts should dividend yield, which was raised 7.4% dur-

2006 .13 .17 .21 .19 .7, help widen margins. For the year, we ex- ing the fourth quarter of 2008, The compa-

2007 .13 .17 .21 .19 .71 pect a total increase in revenues and earn- ny has historically raised Its payout every 

2008 .11 .17 .26 .19 .73 ings of $48 million and $0.07 a share. year, and thiS wll1 most likely continue 
2009 .14 .19 .25 .22 .80 respectively, but it should be noted that over the coming 3- to 5-year stretch. Also• 
2010 .fS .2' .28 .25 .90 last year Jncluded a .:!Jain from the sale of the toh · and bottom-line gains we project 

CII· QUARIERl'l DMDEJlOS PAID e. Full 
its underperformlng oodhaven system. over t e 2012-2014 horizon g.tve this equl· 

endlr Mar.31 Jun.30 SeD.3D Oet.31 Year Aqua America should continue to ex- ty good recovery potential. Conservative 

20D6 .107 ,107 .115 .115 .44 
pand its reach through acquisitions investors should also take note of the high 

2007 .11' ,115 .125 .125 .48 
and rate-relief cases over the next few scores for Stock Price StabUity and Earn-

2008 ,125 ,125 .125 .\35 .51 years. The company has aC'Lired a Ings Predlctabil1ty, as well as the below-
2009 .135 .135 .135 .145 .55 wastewater treatment plant in umJ:k.in the-market average Beta coefficient, 
20ln County, Georgia, and this new subsi iary John D. Burke January 22, 2010 

osses): '99, 11i¢): '00. 2¢; '01, 2¢; '02, 5¢; June, Sepl & Dec.• Oiv'd. reinvestment plan III	 '03, 4¢, Excl ~81r'l from disc. operalions~ '96, available (5% disccunl).I, 2¢. Nell earnlr'lgs report due early February,
 
~ 2010. Ihtue tJne Publ~ Irlt. N ~ reseNed r.l:luaI rM1t'Ml Is obIlllne4 from ~O\I'eel behved 10 be retillble rod II jlnrli4ed y,;tI>:Iu! ftlrrantiu aI ~ ki'oIl.
II	 THE PUBUSIiER IS 1'101 RE POWSIBlE OR Am ERRORS OR OMISSIONS HEREIN, ~blic.tim II wletIy 10/ llJ~aibe"1 C'1m, l'ICWI-w:lIIlI!!flit~ lrll'rnal use. 0 pelt 
orkrl0)'be~lm~'\\O'td1J\I'5ISIlil!ed1tl~p-lrle:l,d~O/lXIlll"knn.0" lcrgen~0"lM!lelingtlly~ed~L4edlIri:;~5eI'I'ar:rpltU;l 

C,mp,"", ,,"'"',., 51"",,, ,.
Slock's Pric. Stability 95 
Prlcll Growth Persistence 70 
Earnings Predictability 100 
~ 

I I I', : I I: I I J , 
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CALIFORNIA WATER NYSE·()Nf 
jlECEHT 36 831r~ 184e""In'ISS) RELATNE 1061 ~lV'D 3.2%PRICE • RATIO • ~ledlarl: n,o P[ RATIO. ltD 

TIMELINESS 4 lm.tr~'Ir'003 High: ;~.8 32.0 31.4 28.6 26.9 31.4 37.9 42.' 45.8 45.4 46.6 48.3 Target Price Ran~e 
L~ OB 22.6 2'.5 22.9 20.5 23.7 28.1 31.2 32.8 34.2 27.7 33.5 2012 2013 20 4

SAFElY 3 lm:er!d 1121/IJI LEGENDS 
-1.33IDlv\(1~sh ~ 

'"rrCHNlCAl 3 1.lJI,'e'~ 121Z5DJ IlMdt'd ~ Rate ~ 

"BETA .75 (UXI&MaJtel,) i.'tir:, =~l9ft S~ ~? 

" 2012·14 pROJl:CTIONS ~~~J:" r«t!ssiM 
.;..;, _. _.. .. 
~ 

..... 
Ann'l Tol~1 /..Blest ~$O\lI'l bt!g~~ 12/Dl .. 

Price Itln~l Relllrn w,:;;~ " -. 
"High 60 +65'10 15% I~: " 

, 
I" ", 32low 40 +10% 5% t fi7.i'I'l'l ,1 1 '1,,,,11'10,, .. , 

14Insider Decisions 
FN.AIAJJASO :!!:. ... -, I~~ .... 

16..., 000000000 .. .' ......... ·t$~~ :.'. .....- 000000000 ..' ' . .,.., 000000000 ltiJ 
•••.•N._.N. 

2DD5~2010 
"TOT. RFTlJRN lZ1lJ9

Institutionlll D~cl$lons ,~ I'l.&ltlltl 
1112m ~... , Per.:.enl ~.-.~ n"", ••a fl• .." " " " !hDrJB •• 

_. 
'" ·18..2 .... 

loSl!II 81 " 75 "'od , "~,, 3 •. ~.7 ,.
"'."' "'>0, 1OO1S 9635 . .. 

'" IS' ". 
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 CI VALUE LJN£ PUB. INC 2·14 

13.34 12.59 13.17 14A8 15.48 14.76 15.9S 16.16 f6.2E 11.33 16.37 17.18 17.~ 16.20 17.76 19.80 lU5 1l,16 RevelWu per sh 23.90 
2.25 1.02 2.01 >50 1.92 2.60 2.75 2.St 2.20 1.65 2S1 283 3.03 V1 3.12 3.72 4.05 4.15 "Cuh Flow" per sh 4.80 
1.35 1.12 1.11 1.5\ 1.83 1.45 1.53 1.31 .S< 11. l.21 1.46 lA1 I." 1.50 1.90 Hi 210 Earnln9s per sh A 2.80.. ." 1.02 1.04 1.06 1.1)7 I." 1.11) 1.12 1.12 1.12 1.13 1.14 1.15 1.16 1.17 1.18 1.U Olv'd Oecl'd per sh II. 1.15 
153 1.20 2.17 2.83 261 274 3.44 245 '.09 5>1 .." 3.73 '.01 

1:~; 
3.68 ..., 5.10 5.25 CDp'I5pendmg per _Sll W 

10,90 11.56 11.n 1112 13.00 13.38 13.43 12.90 12.95 13.12 14.44 15.66 15.79 18.50 19A4 1O.6/) fS.75 Book Value pel sh C 2UO 
11.38 12,49 12.54 12.62 12.61 12.62 12.94 15.15 15.18 15.18 16.93 18.31 18.39 20.68 20.67 20.72 21.00 21.15 Common Shs Olllsfg D 23. 0 
13,6 14.1 13.7 11.9 !2.6 17.8 11.B 19.6 27.1 19.8 22.1 20.1 24.9 19.' 26.1 19.8 19.3 ",vg Ann'l PIE Retio 19.0 

eo 91 .91 15 .73 .OJ l.Dl \.27 1.39 1.08 1.16 1.06 1.33 I." 1.39 1.20 1.26 Relative PIE Relkl f." 
5.2% 5.8% 6.4% 5.8% 4.6% 4.2% 4.0"10 ,,% 4.4% 4.5% 4,2% 3... 3.1% 2.9% 3.0% 3.1% 3.1% AV9 Ann'l DlY'd Yreld 2.5" 

CAPITA.l STRUCTURE as of9/30}09 206.4 244.8 246.8 1631 271.1 315.6 320.7 334.7 367.\ 410.3 «. ,/0 Rev.nue: r~mllll E '50 
Total Debl $397.11 mR Due In 5 Yrs $40.0 mill. ,,. 20.0 H.4 19.1 19.4 16.0 271 ".6 311 39.8 <>' ,., Nel Profit $mlil ...,
IT Otbt $373.5 m:1L lT lnle~st $25.0 miD. 37.9% 42.3% 39.~% 39.7% 39.9% 39.6% ~1.4% 37.4% 39.9% 37.7% 4'0.0% non lncomt Tv. Rale 39,0Y. 

(lTinlllt86t oatl'lecl: 7.8r, lotal int CC1V.: 6.61) .. .. - - 10.3% 32% 3.3% 10.6% '.3% '.6% ".,m fO.O% AFUOC %to Net Prolil 10.0% 
46.9% 48.9% 50.3% 55.3% 50.2% ..fU% 48,3" 43.5% 42.9% 41.6% .fl.0r. 46.5Y. Long·Ttrm Debt Retia .fUn 

Pension Assots·121G8 $66.9 mil. 52.0% 50.2% 48.8% 4U1"..4 49.1% SO,8% 51.1% 55.9% 56.6% 58.4% 53.0"" 53.5Y. Common Eoultll Ratio Sf.s% 
Obllg. $192.9 mm. 333.8 386.8 402.1 453.1 498.4 565.9 568,1 6701 674.9 690,~ '" 80' Total cal~I~1 ($mllll 'SOprd Slock None 515.4 582.0 624.3 697.0 759.5 800.3 852.7 941.5 1010.2 1112.4 1175 IU6 Net Planl $mlm f4'25 

Common Sto~k 20,744,952 shs. 7.8% 6.8% 5.3% 5.9% 5.6% 6.1% 6.3% 5.2% 5.9% 7.1% 7,0Y. 1.0% R.turn on Tolll Cap~ <D% 
88011112/09 11.2% 10.0" 7.'" 9.4% 7.8% 8.9% 9.3% 6.8% 8.1% .... fO.£I% 10.5% Return O'f Shl. Equity 12.0% 

11,4% 10.1'l1. 12% g;% 7.9% 9.0% 9.3% 6.8% 8.1% 9." fO.or. 10.5"1. Relurn on Com Eg.llilv 12.0% 
MARKET CAP: $775 rnlUion (Small Cap] 3.5% ..'" NMF 1.0% ,,% 2.1% 21% 1.0% '.9% 3B% 4.0% <D% RelalMd to Com Eq <5% 
CURREJolT POSmON 2007 2008 9130109 10% 6,.. 1\9% .,. ,,% n% ,,% ,.. m 61% 39% '''' An Olv'ds 10 Net Pro! 48% 

cas~~~IS '.7 13.9 47.6 BUSINESS: Calnomia Waler Service Group pf!IVicles regulated and breakdown, '08: residential. 69%; business, 18%; public authorities, 
O.~ 53.3 65.9 92.6 nooreglltaled Woller service 10 rwghlV 463,600 t\lslomers in 83 5%; industrial, 5'1.; other. 3°,\,. '08 reportlll:l depreclalion rate: 2.4%. 
Currenl Assels 60.0 79.8 ~ commllnKles In Callforl'lia, WashinglOll, New Mnico. and Hawaii. Has rou9hlV 929 emp!O'j'ees. Cheirman: Robert W. FoV. P~skk!rll & 
Accts Pay<!ble 38.7 45.1 54.4 '-lairl service afoas: Sen Frsrrii5IXI Bay area, Secremenlo Volley, CEQ Pelar C. Nelson (4109 ProJ(y). IrlC,: Oela_e. Addre~s: 1nO
Debl Due 2.1 41.8 24.4 
Other 30.3 35.3 51.0 Salinas Valley, Sal'l Joaqu'lfI Vslley & parts 01 Los Mgeles. Ae- North Firsl Slree~ San Jose, Californie 95112.01598. Telephona: 
Currenl Uab. 69.7 """"i23] 1m! quired RIo Grands Corp; Wesl Hawaii UliIi6es j9JOB}. Reyenuo 408-367-8200. Inlernet \·/w\,/.calwalefgroup.com. 
FIX. Chg. ColI. 3J3% 398% 430% Improvements on the regulatory front persisted in the fourth quarter and will 
ANNUAL RATES POll Past E6!'d '06·'08 augur well for California Water Serv on1'y Intensify going fonl,lard. As a result. 
or char.ge (per lh) 10Yrl. HIS, 10'12·'14 ice Group's top line, Indeed. earlier rate we ve temtered our e>cpectatlons, estlmat·
Revenues 1.0'1'. 1.5'1'. 5.0% Increases handed down by the CaIJfomla ing that wr barely broke even In the"Cash Flow" 2.0% 5.5% 7.0% 
Earnings . 7.0% 8.5% Public UtilIties CommissJon (CPUC) final quarter of 2009 and that earnings 
Dividends 1.0% 0.5% 1.5% enabled the water UUHl' to post record- growth wJll not be anything to write home
Boak Vallie 4.0% 6.5% 2.0% high revenues of $139. mUllon in the about for full-year 2010. 
Cal- QUARTERLY REVENUES ($ mlll.)E Full third quarter, a 6% improvement from the The stock has fallen a notch for 

,nllal Mar.31 Jun.3D Sel).3D DR31 YllIr year before. We look for similar growth in Timeliness and is now ranked 4 (Be
2006 65.2 81.1 107.8 60.' 334.7 the fourth quarter and for fUlllear 2010. Jow Avera~e). Recent share-price 
'001 7Ui 95.8 113.8 65.' 357.1 Meanwhile, the company file Its 2009 declines. coup ed with the tough outlook, 
'008 72.9 105.6 131.7 100.1 '103 general rate case during the perJod, seek- make this an unattractive selection for the 
'009 86.7 176.7 139.2 105.4 44. ing $71 million In 2011 with increases of coming six to 12 months. 
2010 g,.O m 146 111 410 nearly $25 mJIIlon in 2012 and 2013. It Its 3 to S-year appeal is better, but 
Cal. w'NINGS PER SHARE A Full was CVvT's first consolidated request, still lackJng in our opinion. cwr does 

endar Mar.31 Jun.30 SeD.30 Dec.31 Yeal coverin~ all 24 districts, and a ruliW may not have the flnances on hand to meet the 
2006 .04 J1 .68 .31 1.34 well ta e 18 months to be made. e ex· rising infrastructure costs that are likely 
2007 .01 .37 .67 .39 1.50 pect a relatively favorable outcome given to amount over the next couple of years. 
20118 .01 .'8 1.05 .35 1.90 the CPUC's more recent disposition. The share and/or debt offerings that will 
2009 .12 .58 .94 .35 1.9g However, operating costs appear to be be reqUired to help improve the balance
2010 .11 .60 1.00 .39 210 

QUARTERLY DMOENOS PAID e. 
on the rise, too, Despite the top-line ben- Sheet will come at a price. with the higher 

Cal- Filii efits mentioned above, share earnIngs fell share count and Interest rate expenses 
end~r Mar,31 Jun.JO Sfl'l.30 Dec.31 Year 11 % in the September period and came in limiting potential shareholder ~ains. Al
2006 .2675 .2875 .2875 .2875 1.15 a dime below our estimate. Operating ex- though the divldend yield looks ealthy at 
2007 .290 .290 .290 .290 1.16 penses swelled 10%, as aging Jnfrastruc first blush, those seeking an income 
2008 .293 .293 .293 .293 1.17 tures required greater maintenance, and vehicle have better options available. par
2009 .2" .295 .295 .295 1.16 the Increased demand drove up dlstribu tlcularJ on a risk-adjusted basis. 
2010 tion costs. We suspect that these trends Andre . Costanza January 22,2010 

IAI B... EPS. b •. "",wei,,, g.;' (10)');: I.IBI OMd"d, h;"o",,'~ p••".;OF,b., :_I.~CJ I,•. d.,~"", """". I, '08; 13.' mil.. Comp",', """,,, s<,,",Oh B"'00, (Ttl; '01, 4¢: '02. 8¢. Ne:ll eamln9s report May, Aug., and Nov.• Iv'lI relrM!lllmenl plan . 91sh. Stock's Price Stability 80 
dlle e y Februarr. available. IO/ln tnllions, ellJusted for spIlL Price Growlh Perslslenu 75 

E Excludes nOf\-rBg. ~v. Earnings Predletllbllily 80 
o 2010. Value Une Pdl511J~, me. All N!:1S leser/ed. fDClUlII malM3I ~ o~1lM' lrom ~OllrC1!~ bdie~ed 10 be reliable Bnd i~ FrDl'id~ vMho\J\ mrralllJes of anJ kind.__ 
THE PUBUSHER 15 HOT RE PO~SIBLE OR ANY ERRORS OR OI.llSSIONS I'lEIiEIN. ~lcatiOO 15 Slriclly lor 5YMalbe($ 0'1IfI, non-amtmerd.... ln1emBI ~se. 0 part I , ,'. • I I, I I ' • 
IHIM be cdu::ed.ru:Jld.'''fI!<lCi"UMSl1inedi~ ·rled.~lItIictl"\:~I'OIlr(lll\Ci" Icr a' oorrolf1('........edO'~ !lon,seNeIl(f' '''' 

II 
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Schedule PMA-10 
Page50f15 
(UPDATED) 

Ii
I,
,I 

II
 
Ii 

ItECENT 17 21 WALING 23 6\lElATWE 131 \~rfG 4.2% . 
PRICE • PHAm • P~ RATIO. noMIDDLESEX WATER NDQ.~ 

20.51)21.81 23.47 20.24 19.83 17 .9116.73 20.04 21.23 I High.~'~~1i1 low16.50 16.93 11.64lU9 15.77 16,65 \7 .07 12.0~13.73 

LEGENDSPERFORMANCE 3 ,~" ,- 12 Mas Mo~ Avg
 
.••. Rel Prloo Slrength
 '" ,Tedvical 3 A....ra l1" 
3.(or·2 apIlll102	 " 
4.(or·3 $pUt 11103

SAFETY A\IlIt;!ge st.dfd 1ft, b;kale: tteem:.,2 ""'"' ", , 
BETA .60 (1.00" MaJk6!j 

",., .. , 
•
5

3
", ........
..Financial Strenglh ,. ..". 

2Price Slobllity 95 

Price Gl'tlWIh Persistence 40 I I 
850 

Eamlngs Predlc1abDity 90 VOL 
,~ (1h0llJ.) 

2001 2007 2008 2009 201012011"VALUE LINE PUBLISHING, INC. 2002 2003 2004 ~OO6 
SALES PERSH 6.16 6.79
 
"CASH fLOW" PER SH
 

5.67 6.12 6.2.5 6.44 6.505S' 
1.28 1.33 1.33 1,49 1.531.16 1.2.0 1.15 -

.70",11EARNINGS PER SH .80 c1NA.66 .73 .73 .71 .B2 .B7..'	 
••• 



DIV'DS OEel'O PER SH .•2 .•3 .•5 .67 
.".7. -."CAP'l SPENDING PER SH 125 1.87 2.18 2.31 1.66 2.121.59 2.54 -

..
 

COMMON SHS OUTST'G MILLl
 
BOOK VALUE PER SH 7.11 7.60 8.38 8.60 9.62 10.05 10.287.39 

10.17 10.36 10.48 11.36 11.58 13.17 13.25 13.40 -
AVGANN'L PIE RATIO 19.8 24.6 21.5/NA24.6 23.5 30.0 26.4 27.4 22.7 21.6 

..
 

AVG ANN'l OIV'D YIELD
 
RELATIVE PIE RATIO 1,191.26 1.26 1.71 1.39 1.45 1.23 1,15 

..
 

SALES ($MILL)
 
3.8% 3.7% 3.5% 3.4% 3.5% 3.7% 3.7% 4.0% 

Bold ngure~59.6 61.9 54.1 71.0 74.6 81.1 86.1 91.0 
OPERATING MARGIN 47.2% 47.1% 44.4% 44.4% 47.4% 47.0% 46.9'Y. ...... ~on~l'n.u"44.0% -

..DEPRECIATION ($MILl) ItI"mlng55.3 5.• 7.2 ..25.• • .4 7.' '.5 
NET PROFIT f$MILLI 11.87.• •.4 10.0 12.2 e5'/mlllelS7.' '.5 -
INCOME TAX RATE 34.8% and, us/nglho 
NET PROFIT MARGIN 

33.3% 32.B% 31.1% 27.6% 33.4% 32.6% 33.2% -..11.7% 12.5% 12.4% ~nnlprkfl~,10.3% 11.9% 11.4% 13.B% 13.4% 
WORKING CAP'L (SMILl) PIE mIlo••d.9 d9.3 d13.3 d11.8 d4.5 2.• d9.6 d40.9 -
LONG-TERM OEBT ($M!ll) 68.1 67.5 97.4 115.3 128.2 130.7 131.6 118.2 -

..SHR. EQUITY I$Mlll.l 76.4 80.6 99.2 103.6 133.3 137.1 141.283.7 
RETURN ON TOTAL CAP'L 5.6% 6.0% 5.0% 5.1% 5.0% 5.1% 5.6% 5.8% -..RETURN ON SHR. EQUITY 9.1% 9.6% 7.9% 8.5% 8.2% 7.5% 8.6% 8.6% 
RETAINED TO COM EO .5% 1.3% NMF .9% .5% 1.2% 1.8% 1.9% -

..ALL DIV'OS TO NET PROF 94% 87% 78%106% 90o/D 94% 84% 79% 
ANa. of ~nalysls eJJanglng eam. es/.In last 9 dllyr: 0 up. 0down, CO/l.H'nsua 5-)'Il.r earnings groIYlIl9.0" per yeer. BSesed IIpoiI :I &1l8!ysls' e$limlltes. c811sed \!pOll:! enBlys/s' Irslimales. 

ANNUAL RATES ASSETS ($mIll.) 200T 2006 9130109 ~.'1~Jl~~~~~!;~~ii~1,~:Q!Jmxf1lfit~W"~~'
o( change (po!' sham) 5 Yrs. 1 Yr. Cash Assets 2.0 3,1
Sales 1.5% 4.5'~ Receivables 12.8 14.3" 18.2 BUSINESS: Middlesex Water Company engages in Ihe
"Cash Flow" 4.5'k 2.5·~ Inventory (Avg cost) 1.2 1.5 1., ownership and operation of regulated water utility systemsEarnings 5.5% 2.5% Othel ---1.i -.!.§ -.!:! in New Jersey (N]) and Delaware, and a regulated wasleDividend's 2.0% 1.5," Currenl A<3sets 17.4 20.6 24.6Booll Value 6.5% 2.5," water utility in NJ.II offers contract operations services and 

a service Hne maintenance program through its nonregu~Pr0rirty, Pw,1QUARTERLY SALES ($ml1l.)Fiscal Full Equip, et GOsl 398.6 438.8 .. lated subsidiary, Utility Service Affiliates, Inc. Its waterYear 10 20 30 40 Year 
AGCIlm Depredation 64.7 70.5 .. 

utility system treats, stores, and distributes water for resi 12131107 19.0 21.8 24.1 21.2 Nel Property 333.9 366.3 380.•
 
12131108
 

88.1 
dential, commercial, industrial, and [ire prevention pur~Other20.' 23.0 25.7 21.5 91.0 ~ ...lli ...E 

12131109 poses. It also provides water treatment and pumping ser-Tola\ Assets 392.7 440.0 456.820.' 23.1 25.5 
12/31110 vices to the Township or East Brunswick. Its other NJ 

UABlunES ($mlll.) subsidiaries offer water and wastewater services to residentsEARNINGS PER SHAREFlsGat Full ~ Payable '.5 5.7 '.5Year 10 20 30 40 Year in Southampton Township. Its Delaware subsidiaries pro-Debt Due 9.• 43.9 47.4
 
12/31106
 vide water services 10 retail customers in New Castle, Kent,.15 .25 .28 .14 Other ~ ...11.!! ---l1:..!!.82 

Currenl uab V.O 81.5 62.9 and Sussex counties. In November, the company announced 
12/31/08 
12131107 .13 .24 21 .18 .B2 

.15 .26 .13 the acquisition orlhe assets of Twin Lakes Waler Services, 
12131109 .10 .21 ".29 ,16 

.B9 
Inc., which serves approximately 330 people in Shohola,

12/31110 .6B .22 LONG·TERM DEBT AND EQUITY Pennsylvania. Has 269 employees. Chainnan: J. Richard as or 9130/09QUARTERLY OMDENOS PAID«. Full Tompkins. Address: 1500 Ronson Rd, P.O. BOX 1500, 
endar 10 20 30 Year'0 Total Debt$174.1 mill Oue In 5 YnI, NA Iselin, N} 08830. Tel.: 732·634-1500. Internet: 

LT Deb1$126.7 Ifill2007 .173 .173 .173 .175 http://www.middlesexwater.com..59 Including Cap. Leases NA.175 .175 .175 .178 .7.200' (47% of Cap'l)	 wr 
2009 .178 .178 .178 .18 .71 Leans, Unc.pllllilud Annual renlals NA 
2010 Janllary 22, 2010 

Pension Liability $25.5 mill. "'"OR '0'5. $13.3 miC.ln '07 
INSTlfUnONAL DECISIONS TOTAL SHAREHOLDER RETURN 

prd SIOGk Nona Pld Dly'd Paid None1Q'09 20'09 3Q'09 Dividends pJU/l rlpprucJalioll e.s of 12/J .noos 
10 Buy 41 41 30 Common Stocll 13,469.000 s1leres 3 Mos. 6 Mos. 1 Yr. 3 Yrs. 5 Yrs. 10SeIT 27 33 28 (53% 01 ClIp')
HId'S(OOO) 4505 4902 16.15% 24.79% 7.19% 5.45'YD 11.94% 

allle U1e Publi5tiroc1. nghts 5ffir~.""FltbJal matenal 15 00lainell ~0Ill SOll"ees believed III be rrliable and Is proyided ~ Ymll"lnll!!, 01 llI'Iy I:lnd.C2010 V Inc. AI •
 
T~E Pl/BUSHER IS NOT RE:SPONSIBl1: FO~'" ANY ERRORS OR OMISSIONS HEREIN. Thls pubrnllon Is strictty lor substribl!r'S cwn. roan<Omml.'fda1. internsl use. No Pill
 To subscribe c.1I1·800·833·0046,
II. n Il\1y be repOOu:td, re~ ll(l"el! a tr.mm1led In my prirlect eh.'droric a ~er fonn (I" uw:I fer ~00"0] {!( IllaIb!liIg flfj ~ oc eJedlllIic ptt(~ scMClI a J>'oducl 

1\ 



12 Mas Moy Avg 

.... 

58·" 
"'No. 01 IInaly>r'. ch.nging um. SIt. In 111119 d.ys: 0 up, 0 d,"W!, conun.r14 5-,.•." 'liming. glO""~ rd IIv";:.bIu. BB8l1d l.tpOIl 2 IInlltltl·IlIJifnitlJ. cBlsed IIf100 2 ,/MI,y,l!" "lIhl.'u 

1 Yr. 
7.5% 
6.0% 
4.0% 
6.5% 
8.5% 

Fvll 
Ynr 

208.8 
22O.J 

Full 
Year 

1.19 
1.04 
1.08 

full 
Year 

.60 

.64 

.66 

30'09 .. 
29 

1lW7 
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22 5411R1JlWG 28 2WLATNE• p~ RATIO 1571~w'D 2.9%• P~ RATID. YlD 
\9.64 21.80 45.33 43.00 35.11 30.44 I High
\4.60 16.07 21.16 21.65 20.05 18.22 l,. 

." I"Ii " 
30 

111.1 I 11 

" 
22.5.. I.' '.' 13... .' .. .. ' . 
9 

' ........ ' .. •
•
J , 
24", 
'OC

(tlloos,) 

2004 200S 2006 2007 200e 2009 201012011 

9.14 9.86 10.35 11.25 12.12 -
1.69 2.21 2.38 2.30 2.44 -
.87 1.12 1.19 1.04 1.08 .80 .....8 1.17 c/NA 

.51 .53 .57 .81 .65 -
2.31 2.e3 3.87 6.62 3.79 -

10.11 10.72 12.48 12.90 13.99 -
18.27 18.27 18,28 18.36 18.18 -
19.6 19.7 23.S 33.4 26.2 28.2 19.3/NA 
1.04 1.04 1.27 1.77 1.58 -
3.0% 2.4% 2.0% 1.7% 2,3% 

166.9 180.1 189.2 206.6 220.3 BolrJ"gu,n 
56.4% 55.9·'" 57.0% 41.8% 42.4% - 1I'1l ~on$"n'II' 

18.5 19.7 21.3 22.9 24.0 ..mlng. 
16.0 20.7 22.2 19.3 20.2 - 11'.111'1.'''' 
42.1% 41.6% 40.8% 39.4% 39.5% - .nd, 1I.Inl1 ,hCl 

9.6% 11.5% 11.7% 9.4% 9.2% - rKln! prl..",. 

13.0 10.8 22.2 d1.4 dl1.3 PIEr3!i,,~. 

143.6 145.3 163.6 216.3 216.6 -
18-4.7 195.9 228.2 236.9 254.3 -

6.5% 7.60/. 7.0% 5.7% 5.8% 
8.7% 10.6% 9.7% 8.2% 8.0"" -
3.6% 5.6% 5.2% 3.5% 3.3% -

47% <B% 57% 69% -

21108 """" 
~~4i~~';.;~\~INI5tJSTRY~~,Wan~~.·lftlllt~j~~~~~~i~~';;:
t:i?H~, ~~. W~"·i;I-'-~~'-;'d:u\>"",i't'.oll'~:::'r.:"::;''''_~!.''''"' !l'2',·",'t-"";:;·'r~. ',: ''r~..%',

J" 19 
24.5 .... BUSINESS: SJW Corporation, through its ~ubsidiaries,, .. engages in the production, purchase, slorage, purification, 
~ ----U 
32.0 39.9 

distribution, and re13il sale of water. The company offers 
nonregulated water-related services, including water system 
operations, cash remit13nees, and maintenance contract 

958.7 .. services. SIW also owns undeveloped land; a 70% limiled 
274.5 .. 

partnership interest in 444 Wesl Santa Clara Street, L.P.; and684.2 719.5 
134.7 121.9 operates commercial buildings in Arizona, California, Con-

850.9 861.3 neclicut, Florida, Tennessee, and Texas. As or December 31, 
2008, SJW provided water service 1o approximately 
226,000 conneelions that served S popUlation of approxi-.. 9.1 

19.1 5.1 mately one million people in the San Jose area. It also 

.JM ~ provides weter service to approximstety 8,700 connections 
m m that serve approximately 36,000 residents in a serviee area 

in the region between San Anlonio and A us1in. Texas. Has 
379 employees. Cheinnan: Charles J. Toeniskoetter. Inc.: 
CA. Address: lID W. Taylor Street, San Jose, CA 95110. 
Tel.: (408) 279-7800. Internet: http:/Avww.sjw3Ier.com. 

Dve In 5 Yrs. NA 

fY.T.(49% of Cap'l) 

January 22, 2010 
mil. in '07 

TOTAL SHAREHOLDER RETURN 
Pld Dlv'd Paid None DMrierrd' plll$ spprodariOil as 0/ 1213112'009 

3 Mos. 6 Mos. 1 Yr, 3 Yrs. 5 Yrs. 
(51% ofCapl) 

-0.50% 0,94% -22.41% -37.54% 39.31% 

To subscribe coIl1·800·833·B046. 

ASSETS ($mlll.J 2007
 
Cash A$sels 2.'
 
Receivables 23.0
 
IrlVenlory .8
 
Other
 

SJW CORP. NYSE.-5./N 
jf~gi~~~~1~ 17.83 

11.58 

PERFORMANCE 3 A..,.g. LEGENDS 

3Technical A..,."" . Rat Price StrMlllh 
3·10r-1 ,pftl 3104 

SAFElY 3 A"'~9· 
2-Ior-1 sprol3J06 
ShJdtd vel /ndic;tJ,U IlitlsftM 

BETA .05 (1.00" ~BrlIlIl) 

" .
FinancIal Strength ,. 
PrIce Slablllty 70 

Prlee Growth Perslslence 75 

F-u".'.~:"" •Eemlngs Predictability " •.;."..,;.R'_•.~ 

':.~if-~ 

o VALUE LJ~E PUBLlSlllNG, INC 2001 

SAlSPERSH 7.45 
"CASH FLOW" PER SH 1.49 
EARNINGS PER SH .77 
DIV'DS DECL'D PER SH .43 
CAP'L SPENDING PER SH 2.63 
BOOK VALUE PER SH 8.17 
COMMON SHS OUTST'G MILL 18.27 
AVG ANN'L Pre RATIO 18.5 
RELATIVE PIE RATIO .95 
AVG AHN'L DIV'O YIELD 3.0% 
SALES ($MILL) 136.1 
OPERATING MARGIN 64.4% 
DEPRECIATION ($MILL) 13.2 
NET PROFIT I$MIlL\ 14.0 
INCOME TAX RATE 34.5% 
NET PROFIT MARGIN 10.3% 
WORKING CAP'L ($MILLj d3.8 
LONG·TERM DEBT ($MILL) 110.0 
SHR. EaUITY ($MIU.i 149.4 
RETURN ON TOTAL CAP'L 6.7% 
RETURN ON SHR. EQUITY 9.4% 
RETAINED TO COM EQ 4.1% 
ALL DN'DS TO NET PROF 58% 

ANNUAL RATES 
IIf change (per :shere) 5Yrs, 
Sslss 7.5% 
~Ca5h Aoo.'I' 8.5% 
Earnln9s '.0% 
Dividends 55% 
Bol* Value 9.0% 

fl'~111 QUARTERLY SALES l~mDL) 

Yur ,. 2. ,. •• 
12131107 39.0 55.1 64.9 47.5 
12131108 41.3 60.0 69.5 49.5 
12131109 40.0 ".2 69.3 
12J31/1() 

Fltcal EARNINGS PER SHARE 
Year ,. 2. I. •• 

12131f05 .14 '5 .48 22 
12131107 .12 29 .43 20 
12131108 .15 .34 ... .15 
12/31109 <" 2J .43 ."12131110 ," .n 

Cal· QUARTERLY DIVIDENDS PAlO 
endtr ,. 2. I. •• 
2007 .15\ .151 .151 .151 
2008 .161 .161 .161 .161 
2009 .165 .165 .m .165 
2010 

INSTITUTIONAL DECiSiONS 

1Q'139 2Q'09 
10 Buy 45 .3 
Lo Sel J2 
HId's(OOO) 8505 8694" 

.2J
 
DJrrenl Assets 31.8
 

Property. Planl 
& Equip, at cosl 904.J
 

Accum Depreciation 2588
 
Ne! Property 645,5
 
Other 80.2
 
Tolal Assets 767.3 

LIABILITIES ($mll1.)
 
Acds Payable 9.J
 
OeblDus 5.6
 
0"'" ~
 
CUlTlInt Uab 33.0 

LONG-TERM DEBT AND EQUJTY
 
as of 8130109
 

Total Debt $251.1 mill. 
LT Debt $246.0 mill. 
Includlno Cap. Lease' NA 

leases, Un~apllalized Anroual renlalli NA 

PensIon Liability S42.3 mm. In '08 \'S. S2:l.~ 

Pld Stock Ncne 

Common Stock 18,498,897 sbares 

"2010 VU tbie f'lrbtshf1g. IrK. AJ rights reserved. Faetual material Is obtained kom SllUlU5 b~eYed 10 be reliable 'od IS provided 00hM mmmues 01 iIIIl lUnd 
THE PuaUSHErt IS NOT RESPONSIBLE FOR AI{'( ERRORS OR OMISSIONS HEREIN, This public:1Iioo is strictly Ill' ~aiber'5 O'II'J'L I'lOfH(l",merci!~ nernlt l1Sl!. Na pan 
d ~ may be ll!fIRI'b:I'd. resctl!, S\m!d or 1rIl1!nit1eil irI i!ny prned. t'ie(trari( or ((hlJ fam\ a used fa genelli~ or rM1Birlg ilIlj' prirAcd or dKllarie ~ strike or pm6Lt 

15.07 
12.61 

' " 

2002 

7.97 
1.55 
.78 
.48 

2.06 
8.40 

18.27 
17.3 

.94 
3.4% 

145.7 
63.7% 
14.0 
14.2 
40.4% 

9.8% 
04.9 

110.0 
153.5 

6.9% 
9.3% 
3.8% 

59% 

14.9
12.5

'. 
'. 

2003 

5 
1 

6.20 
1.75 

.BI 

.4. 
3.41 
9.11 

18.27 
15.4 

.BB 
3.5% 

149.7 
56.0% 
15.2 
16.7 
36.2% 
11.2% 
12.0 

139.6 
166.4 

6.9% 
10.0% 
4.7% 

53% 

WCENTP~CE 

I" 



17.95 
9.14 

,il] , . .. " . .. 
' .. .. .. 

.. .. ' 

12 Mas Mov Avg 
.... RBI pno:e Strenglk 

SlIIdtd Mel indic.!11Il' JlUubn 

KET PROFIT 

5.61% 

BUSINESS: The York Water Company engages in lhe 
impounding, purification, and distribufion of water in York 
County and Adams County, Pennsylvania. The eompany 
supplies water for residential, commercial, industrial, and 
other customers. It has two reservoirs, Lake Williams, 

29"195& 2477Hld's(OOO} 

Schedule PMA-23 
Page 24 of 49 
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(UPDATED) 

~ECENT 14 DB I,!RAIlING 21 31rELATWE 1191~TI"DYORK WATER CO NDQ..'ttWI PffiCE • PHATIO • PHATIO. nD 3.6% 

I High10.22 13..45 13.49 \U3 17.87 20.99 18.55 16.50II Lo.5.67 8.20 9.33 11.00 11.61 15.33 15.45 6.23 

PERFORMANCE 3 A"llIgot1 l.EGEtlOS
 
-


Technical 3 ,-~ , "
 ,1'12-10(-1 split ~2 
, il>

3-fDr-2 split 9/06 11. .SAFETY 3 Are11la_ .' II ~ ~ " . 
BETA .65 (1.00 ~ M.rket) ,I .... ...... .. .. .' ,. 

FinBncl., SIfl!ngth ,. 
PrlCll Stllbillty " 
Price Growth Pers"'lonCll 55 

350II,I Eamlnll'" Predlc1abflily 95 ,oc
i (lllo\l$.) 

2009 2010/2011oVALUE LINE PUBLISHING, INC. 2001 2002 2003 2004 2005 2006 2007 2008 

REVEHlJESPERSH 2.05 2.05 2.17 2.18 2.58 2.56 2,79 2.89 
"CASH FLOW" PERSH .59 .57 .65 .65 .79 .17 .86 .88 
EARNINGS PE~ SH . .43 .40 .47 .49 .56 .58 .57 .57 
DIV'D DECL'D PER SH .34 .35 .37 .39 .42 .45 A8 .49 
CAP'L5PENDINGPERSH .75 .66 1.07 2.50 1.69 1.85 1.69 2.17 
BOOK VALUE PER SH 3.79 3.90 4.06 4.65 4.65 5.64 5.97 6.14
 
COMMONSHSOUTST'G MILL 9.46 9.55 9.63 10.33 10.40 11.20 11.27 11.37
 
AVG AHN'L PtE RATIO 17.9 26.9 24.5 25.7 26.3 31.2 30.3 24.6
 21.3INA21.J 
RELATIVE PIE RAllO .92 1.47 1.40 1.36 1.39 1.6B 1.61 1.46
 
AVG AHN'LOIV'O YlElD 4.3% 3.3% 3.2% 3.1% 2.9% 2.5% 2.8% 3.5%
 
REVENUESr(~~ILL!, 19.4 19.6 20.9 22.5 26.8 28.7 31.4 32.8
II $MILL 4.0 3.B 4,4 4.8 5.8 6.1 6.4 6.4
 
INCOME TAX RATE 35.6% 34.9% 34.8% 36.7% 36.7% 34.4% 36.5% 36.1%
 
AFUDC". TO NET PROFIT 2.2% 3.7% _ _ - 7.2% 3.6°;" 10.1%
 
LONG·TERM DEBT RATIO 47.7% 46.7% 43.4% 42.5% «.1% 48.3% 46.5% 54.5%
 amI, u,Jng thll 

COMMON EaUITY RATIO 52.3% 53.3% 56.6% 57.5% 55.9% 51.7% 53.5% 45.5% ""lint prltU, 
TOTAl CAPITAl ($Mll\..l 61l.6 69.9 69.0 83.6 90.3 126.5 125.7 153,4 - PIE 'lIflllS. 

NET PLAHfI$MILLI 102.3 106.7 116.5 140.0 \55.3 174.4 191.6 211.4 ..
 
RETURNONTOTALCAP'L 7.9% 7.4% 8.5% 7.6% 8.4% 6,2% 6.7% 5.7%
RETURN ON SHR. EQUITY 11.2% 10.2% 11,4% 10.0% 11.6% 9.3% 9.5% 9.20/.-

RETURNONcOMEQ\J1TY 11.2% 10.2% 11.4% 10.0% 11.6% 9.3% 9.5% 9.2%
 _ 
RETAINED TO COM EQ 2.5% 1.3% 2.6% 2.1% 3.0% 2.2% 1.7% 1.4%
ALL DIV'DS TO NET PROF 78% 88% 77% 79% 74% 77% 820/~ 65%
 _ 

:i 
II 

FI~/I' QUARTERLY SALES ($mIU.j Fun PJtlrlrty, Plenl
 
Year 10 30 .0 VellT
 Elluip. 81 cost 223.1 248.0 .. which is 700 feet long and 58 feel high, and creates 8'0 AoaJm DlJPleclation 31.5 34.8 ..., reservoir covering approximately 165 acres containing12/31101 1.' 7.9 7.8 31.4 Nel Pttlperty 191.6 211.4 220.11 

12131108 ,. ,. 8.6 8.' 32.8 Other about 870 million gallons of water; and Lake Redman, .E& .1.!1 ---1.1J
 
12/31109 6.' 92 '.8 TolalAssets 211.0 240.4 249.9
 which is 1,000 feet long and 52 feel high and creates a 
12131/10 reservoir covering approximately 290 acres containing 

LIABILITIES ($mULI about 1.3 billiOn gallons of water. tt also has a IS-mileEARNINGS PER SHAREFiscal Full Ac.ds Pay8~le 3.2 '(,6
Vur lQ 2Q 3Q 4Q Vur pipeline from the Susquehanna River to Lake Redman that De~l Ou. 15.0 8.7 '.3 "
 

provides access to an additional supply of water. As of 
12131/07 
12131105 .58 ou., -U --l2 ---.1d 

.51 CurtenlLiilD 21.4 14.2 16.2 December 31, 2008, the company served approximately
\1 12/31108 .57 176,000 residential, commercial, industrial, and other cus· I' 

12131109 tamers. In November, the eompany eompleted the Beaver 
1m"10 Creek Village waler system acquisition. Has 110 employees. 

Cml· C.E.O. & President: Jeffrey R. Hines. Inc.: PA. Address: )30
,ndar Due In 5 VI$. NA East Market Street, York, PA 1740]. TeL: (717) 845-3601. 
2007 Internet: http://www.yorkwaler.eom.
 
200'
 We(47% do Cap')
200' Le85e$, Untllpltalizllll Annual lent81s NA 
2010 January 22, 2010 

Pension L11~ilily $9.6 mill. in lIa YS. $4.0 mil in '07 
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN 

,Q'09 20'09 3Q'09 prd Stock Non. prd Dlv'"d Paid NOlIe Dividends plvs lIpprec/lItlrJII III of lZl:l111()O$1 

III Buy 17 JO " 3 Mos. 6 Mos. 1 Yr. 3 Vrs. 5 Vrs. to Sell 10 12 
(53% of Capl)" 24.34% ·10.37% 30.61%

!\ 
I. To 5ubs"ibe coli 1-800-833-0046. 
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AGL RESOURCES NYSE.pa IrECENT 370olr[ 12s('om,,128) RELAT~E 0741 ~rtD 4.8%pmCE • RATIO • Median: 14.0 P[ RATIO. YLD 

TlMEUNESS 3 1laIi«l1/l2l10 r~~~: I 2~:~ 23.2 24.5 25.0 29.3 33.7 39.3 40.1 44.7 39.1 37.5 37.2 Target Price R~nfe 

211~1tl1f'IJ 
15.5 19.0 17.3 21.9 26.5 ", 34.4 35.2 24.0 24.0 34.3 201312D14 205

SAFETY LEGENDS 

""3 I..DMftdVI?fW 
- 1.10 xDMdendssf sh 

"TECHNICAl.. d'M~«l b~~e ReIt 

'"~BElA .15 (1.00. M~ 
.•.• IWI~ . Sirtn¢'! 60 
~~%: fS'a Tl!UsWl 

M . -- -.. 50 
2013·15 PROJECl~~'~TolaJ l,1l'Sf It(t~S~ ~,~ f1JfJl ~ .. ..... '.' .. 

" -",~.J " 
, 

""11 "", ,.
PrI,e 1tint I Return "r.H,~ .." " ~ 60 f60% 13% 25 
45 +20% SYO ." "",, , , " 20 

Insider Decisions " 1"'1 1 ,11M !~rffi 

" AMJJASOHD ......• .. .!~J ." . " ....... ., . ........ .' ...... ........... .......... ."-, .... ..,... 000000000 '0.... 0100001 , 2 - "*"~ 1.5.., 02D010021 

~-
% lOT. RETURN 2110 

Instltutlonal Decisions ~, ~ ~~ 

fQIIIlt >0.. "'.. p"""", " - ••u..~ 110 124 112 sheres 12 = I. m 101.8 

lo::ioc 107 96 " traded 6 :."'ffl 3•. " 6.'

"". 45714 45662 45741 ... 31.6 30.1 
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 200B 2009 2010 2011 CVALUE UNE PUB, INC 3·15 

23.59 19.32 21.91 22.75 23,36 18.71 11.25 19.04 15.32 15.25 23.89 34.98 33.73 32." 36Al 29090 34.35 36.1tl Revenues per sh A 4tl.35 
2.24 t33 2A9 '-" 2.65 2.29 '-" 3.31 3.39 3.47 3.29 410 4.50 4.65 4.68 .., 5.tlS .,0 "Cash Flow" per sh 5.75 
1.17 1.33 1.37 1.37 1.41 .91 119 1.50 ..., 2.08 21' '-48 2.72 2.72 2.11 '-09 t93 3.10 Earnings per sh AD UO 
1.04 1.04 1.06 1.08 1.06 1.08 1.06 1.08 1.08 1.11 1.15 1.30 U8 1.64 1.68 1.72 1.16 1.. Dlv'ds Oeerd per sh c. U2 
2.31 2.17 2.31 2.59 '-OS 2.51 2.92 2.83 3.JI> 2.46 3.« 3. 4 '-'6 3.39 4.84 ." 4.45 '.5O Cap' Spending persh 5.30 

10.19 10.12 10.55 10.99 11.42 11.59 1I.5/) 12.19 \2.52 14.66 18.06 19.29 20,71 21.14 21.48 22.95 14.10 25.45 Boolo:. value per sh 0 29095 
50.86 55.02 55.10 56.60 57.30 57.10 "too 55.10 56.10 64.50 76.10 71.10 71.10 76.40 16.90 11.5tl 1B.~ 79.00 Common Shs Outsl'g 80.50 

15.1 12.6 13.8 14.7 13.9 21. 13.6 14.6 12.5 12.5 13.1 14,3 13.5 14.7 12.3 11. 8~dfi~ ..-IAvg Ann'l PIE Ratio 15.11 
.09 .54 .96 .85 ." 1." ... .15 .68 .11 .68 .76 .13 .78 .74 .13 ~'" 

,.. Rolatlvo PIE Rallo f.OO 
5.9'10 6.2% 5.6% 5A% 5>% 5.5% 8.2% H% U% 4.3% 3.90/. J.7% 4.0% 4.1% 5.0% 5.4% Ull .llf Avg Ann'l Olv'd YIeld 1Ir. 

CAPITAL STRUCTURE as 01 12131/tl9 607.4 10~9.3 668.9 '8'" ''''-0 2118.0 2621.0 2~94.0 2800.0 2317.0 2m 2850 Revenues ($mUl) A 3250 
Tolal Debt $2576.0 mal. Due In 5Y" $543.0 miD. 71.1 82.3 103.G 132.4 153.0 103. 212.0 211.0 207.6 '" '" '" Nel Prom ISmlIn 215 
LT Debll1974.0 1'Tdl1. LT Inlerol' $90.0 mil 34.3% 40.1% 36.0% 35.9% 31.0% 37.7% 37.8% 37.6," 40.5% 30.0" 35.0'1. J5.Q% Income Tax Rate 38.0%
(Tolal inle/'M\ ;overB~e: 4..5x) 

11.7% 7.8% 1\.9% 13.5% 8.4% 7.1% 8.1% 8.5% 7.4% 11.2% Ufo ,," Nel Pront MaRlin ... 
LUlU, Unt.apUallzed Mmlal rentals $28.0 mill. 45.9% 61.3% 58.3% 50.3% 54,0% 51.9% 501% 5/).2'10 50.3% SJ.tllol 54.0% 81'" long·Yelm Debt Ratio Sf.O% 
Penlllll\ Anet1·12109 $3(]J.O mil. 48.3% 38.7% 41.7% ~9.7'1o 46.0% 48.1% 49.8% 49.8% 49.7% 4B.O% 50.0% ..'" Conunon Enuitv Ratio 49.0% 

Oblig. $463.0 mID. 1286.2 1736.3 170~.3 1901.4 3008.0 3114.0 3231.0 3335.0 3327.0 3150 38M "" Tolal Capital I$mill} "'" Pfd Stotk None 1637.5 2056.9 2194.2 23524 3118.0 3271.0 3436.0 3566.0 3816.0 "" 3080 3250 Nel Plan't I$mii~ '"'' 
Common Slotk 71,543.821 shs. 1.4% 6.5% 8.1Y, 8.9% 6.3% 1.9% 8.0% 1.1% 7.4% 7.0% 7.0% 6.5% Rerum on Total Cap'l 6,Sr. 
as 0/1129/10 10.2% 12.3% 14.5% 14.0% l1.G% 12.9% 13.2% 12.7% 12.6% 14.5'" 12.0% 12.0% Return on Shr. Equity 11.D~ 

MARKET CAP: $2.9 bIllion (Mid Cap) 11.5% 12.3% 14.5% 14.0% 11.0% 12,9% 13.21\ 12.7% \2.6% 14.5% 110% l2.0fo Return on Com Eouttv 11.0% 
CURRENT POSITION 2661 2008 12131/09 ,.'" '1% 1.0% 6.6% 5.6% 6.'" 6.3% 5.3% 5.1% 1.0'!. .'" S.S'!. Retained to COIll Eq .'"!l.':LLj 

21.0 26.0 
72% 65% 52'(. 53% .... 12% ,,,. ,,% 60% 50. "'. 8"" AD Otv'ds to Nel Prof ""Cas Assels 16.0 

Other 1190.0 2026.0 1974.0 BUSINESS: AGl Resources Inc. is a public utir.ty holding cornpa laled subsidiaries: Georgia Nalural Gas mar1l:els natural lias at 
Current Assels 1811.0 2042.0 2000:0 ny. It~ distribu~on $ubslcliaries indlKle AUanla Gas Uijht. Chal retan. Sold Ulilipro. 3101. Acquired Compass Ener9Y ~tvites, 
Accls Payable 172.0 202.1) 237.0 tanooga Gas. Ellleba!hlown G~s and Virginia Nalurat Gas. The u\il 10107. Franklin Resources owns 7.7% 01 common slock: otfJdlr..
DeblOue 560.0 666.0 602.0 illilS have more than 2.3 mllilon CtJslOo'l'lars In Georgia, Vlrl1inia. less thar1 1.0"10 (31ll9 Proxy). Pres. & CEO: John W. Somemelder II.01her 693.0 915.0 933.0 
Currenlliab. 1645.0 1963.0 1772,0 Tennessee. New Jl!fsay, Florida, and Maryland. En9a9ed in m,m- Inc.: GA. Addr.: Ten Peathlree Place N.E.. AUanla, GA 3OJOO. Tel-
Fix. Chg. Cov. 391% 416% 472% regulated nalural gas markeling and olher amed sarvices. Oere9u. ephone: 404-5B4-4000. Internet: MWI.sglresources.CLYl'I. 

ANNUAL RATES Put Pasl Esl'd '06·'OB AGL Resources ~orted better-than· vide a boost to results over the coming 
of mange (per sill UYIS. !Yo>. 1~'I).'t5 anticipated fou quarter profit. months. 
Revenues 4.0% 15.5% 2.5% Earnings of $0.92 a share topped our es· The board raised AGL's quarterly pay-UCash Flow" 6.0% 6$% 3.0% 
Earnings 7.0% 6.5% 3.5% tlmate of $0.78 a share. A good perform- out by a penny (or 2.3%) to SO.4.4 a 
Dividends 4.0% B.O% 2.5% ance In the company's unregulated share. Accordingly. income-oriented ac-
Book Value 7.0% 10.0'Y. "'% businesses offset disappOint:ln~ results :In counts may want to take note of these 
Cal- QUARTERLY REVENUES (S mill.) Full AGL's gas utility. operations. or the full shares. Indeed. this stock's yield (4.8%) is 

endllr Mar.J1 Jun.30 Seo.3e [ledl Year year. the utility posted a saUd bottom-line above average for a natural gas utility. 
2DD7 S73 467 369 885 2494 showing (S2.S9 a share), thanks to strong Long-term prospects appear to be 
2DDB 0'2 4« '" 805 2800 results 1n the March period. However, a promising. The company reached a legal 
2009 "5 371 3IJ7 638 2317 year-aver-year decline In customers settlement. which will allow it to expand 
2010 "20 '" 475 ,,. 2695 weighed on the top line (S2.3 billion). Its presence on Jefferson Island. Moreover, 
20ll 070 475 500 800 2850 TI1.e companr; grovided positive guid a few rate cases should come into play in 
c.· EARIIINGS PER SHARE e Full ance for 2 1 • Management expects the near term. which if approved. would 

end.llr Mar.31 Jun.30 Sep.30 Dec.31 Yoar share net to come In betv.'een S2,95 and bolster results over the long haul. Addl
2007 .." .40 .17 .58 2.72 $3.05 this year. We have increased our es tlonally, AGL recently launched a new en
200' Uti .30 .28 .S> 2.71 timate by a nickel, matching the low end er~ servJces business that targets large
200' 1.55 18 .18 .92 2.B9 of this l'anSe. We look fo. results across sca e cllents_ This should contribute to 
2010 ,.." .", .25 .SIl 2,95 AGL's operations to perform mostly In line .!fonts in the years ahead. 
2011 1.41 .38 .33 1.00 3.10 wIth 2009's shOWing except at the compa hese shares are neutrally ranked for 
Cal· QUARTERLY DMDENDS PAlO C. Full ny's wholesale services business, which Timeliness. But th1s stock may be of In

ender Mar.31 Jun.30 SeD,30 Dec.31 Yllar should post improved results. Moreover, terest to patient investors. Indeed. the ls
2006 .37 .37 .37 .37 1.48 AGL will probably focus on new xroJects to sue Is attractive on a risk-adjusted basts 
2007 .41 .41 .41 .41 1.64 offset the decline in customers ue to the (Safety: 2) for total-retum potenUaI over 
2008 .42 .42 .42 .42 1.88 weak residential real estate market. Fur- the 3- to 5-year pull, based on our IroJec
200' .43 .43 .43 ." 1.72 thermore. the company recently added two tions of steady earnings growth an mod
2010 ... new pipeline projects that began commer est dividend increases. 

cial operation recently. which should pro- Richard Gallagher March /2. 2010 

!!'j ,;"" yoM ,,', D~_, " .. "",' ~ 1.".13; '''. $0.13; ·".I$()·'7j; ''''. SIl.13. N'].""" ;01"",,,,,.• 200'" $418 "'''00,. 

(B) ORute<! earnIngs per ~hare. EJd. noo/ea.Jr· historically paid early March, June. Sept. and (E) 1r1 milTroM. Price Growth PersIstence 15 
eom"o(, ""od" $lmojJth ...epternber 3Dlh prior 10 2002. earnings reporl due late Apri. (C) Oividends 15.M/sha/e. Stock's Price Stability 100 

ring gains Oosses): '95, (SO.83); '99, $O.3g; '00. Dec,. Oiv'd reinvest ptan available. (0) In· 
c 20W. V~tue Une PlJlb' 1~c. AI . hIS reSI!r\/H. f.ctu&l 1lII19 Is obl~lned rlOJll SO\,I«!S bdie..ed 10 be leliable ~nd I~ p!OVIde<llVillJolA Will'UIi.-~ It kind. , . 
mE PU6L1SHER IS 10101 m-POflS18LEfOR ANY ERRORS OR OMiSStONS HEREIN. ~bIlCa~on is SItkIIy lor sublcrlber', tMfI. non'alrmJl~(:UI.lnltln~lltl:2'o ~e~ , , , '. , I I, I I ' • 
oI~ ber 1!.1tSCi/d,IUl'ed«1rlIrlV!l'rledin rled,e1!!1:OoricorOlherIM1\Cf i« ........ «m<r\:' . ~~[ll:Iemtrit 1ioIi.5II,.,.;e,,«p'oOud
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,,, to "''"'0 "'"" I shrs. Exd. nOMIc. H.ams: '00, 12¢; , 3, dl1¢: veslment plan. Direct stock purchase plan aw;landlng.
'06, d1B¢; '07, d2¢: '09, 12¢. Nell egs. rpl due lI~ail. 
earty May. (Cl Dividends hlstOlically paid in {OJ In mllllOs.Ii o 2010, Value Une Pllbis~ All rfcii rewved. FIt1uIllIlllIeriIll i5 obulin~d loom SOIIl:e5 bI:l~ lo be relillble end is pnMdlll MtIloul wannnU~s III ~ tind. _ , THE PUBUSHER IS NOT RE SIBLE OR ANV ERRORS OR Of.~\SSIONS HEREIN'1:J:itatian i5 Wicdy for sllb5aiber's tM'n. nan·ttlIMIerti!l, lnlemalll5£. 0 part:' d i n'ISJ be rqmb;:ed, resold. 5U1!ll1:J I'1r'l5lrtaed in arPJ jrittcl. detlOn't or ct1Ier tam. I:J Ill" !jlJI!1tnJ /I ~ !IlJ pirted o-doarorit ~~ 0-~ 

ATMOS ENERGY CORP, NYSE·1\fO 1:lffr 28 OSI:~ 12 SC"","'\ll) RELATWE 0741DN'D 4.8%I RATIO I I~edjan: 15.0 p~ RATIO. YlD 

TlMEUNESS 3 I..o'RW!d!f11Ali Hfgn: 33.~ I 2~:i I 25.6 24.5 25.5 27.6 30.0 33.1 33.5 29.3 30.3 30.0 Target PrIce Range 
L~ 19.6 14. 19.5 17.6 20.8 23.<1 25.0 25.5 23.9 19.7 20.1 ". 2013 2014 2015 

SAfETY 2 RabedlWOO!. LEGENDS 

"""TECHNICAL 3 R.ll!.tdmfm -~:d~J~ " •• ,. Re!ativl! Itrlc~ S~tIIjIh ~~ 60
BElA .6~ (1.00. Mlllt.e!) O~;,,~,; pIior rfas5!M 

",,".~ " .lu13·15 t'Ku,Jl:.CTIONS lMtSl recession beg.ln 1lJ()1 ~ 40 
Ann'l Tolal ="!li -- . 

Prie, GaIn Return .,,' 3D 
F"'!'~ '" '" " ""It> " t(t5~1 13%lo. lO .5% 6% " , 1."'" 20 

lnsld~r Decisions 
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, 

""~ 15 
AMJJASDND ·,~~trl 

................ 000000000 .'.' ...... ... 10..._. 
000010010 ;ft.. '" ........... ....•.. .... ., ····.M "1l>&lb 000030011 

Q;.'t~ I, ,'" I %TOT. RETURN 2J1D
Institutional Decisions \1f;. 

2006M010 
~ n_ ,... ~,"I I." Plll'tllnl " 

''I-''l noa "0 

:~~3 ~~ "7 " Bhares , """'">.'I 

200~5 
". ", 10LlI 

'" '" lrBded • • :;:,r,:-;' 3yr. U B.B 
HI;:iOHI 53874 54285 55892 ". 25.0 30.1 

Atmos Enetys histo~ dates back to 2001) 2001 2002 2011 VALUE UNE PUB INC 3·15 
1906 in the exas Pan andle. Over lhe 26.61 35.36 22.82 509 (6.50 6U5 7517 '6.03 79.52 53.69 48.95 5~.Dll Revlmues pel sh A a.20 
years, through various mergers, il became 3.(11 3.03 3.39 3.23 2.91 3.00 4.26 4.14 419 '.19 4.70 UO ·Cnh Flow" per sh '.40 
part 01 Pioneer Corporation, and, ill 1961, 1.03 1.47 ),45 l.71 I." 1.12 2.00 1.94 2." 1.97 2.25 130 EarnIngs pGr sll A 8 110 
Pioneer I1amed its gas distribuliol1 division 1.14 1.16 1.18 1.20 1.22 W \,26 1.28 1.30 1.32 f.34 1,36 O1v'ds 06CI'd per sh c. 1.45 
Ellergas. 111 196), Piol1eer organized 2.36 2.77 3.\1 3.10 3.03 4.14 5.20 09 5.20 5.51 16' 5.7tl Cap" Spending per 5h 6.70 
Energas as a separate ~ubsidiary and dis 1218 14.31 13.75 16.6D 18.05 19.90 2{I.16 22.01 22.60 23.51 24.5!! 24.95 Book Value oel sll 27.80 
lribuled the outstanding shares 01 Ellergas 31.9S 41>.79 41. Sl.4B 62.80 BO.54 91.74 89.33 00.81 92.55 , .69 9UO Common Shs Olll~t'g 1fO.DO 
to Pioneer shareholders. Energas changed 18.9 15.6 151 1304 15.9 16.1 13' 15.9 \3.6 12.5 ..... U.~ Avg Ann'l PIE Rallo 13.0 
its name to Atmos in 1968. Atmos a~uired "3 .eo .eo .7, .54 ." .73 .54 .82 .82 Vol' ".. RehtlVG PIE Rallo ."Trans louisiana Gas in 1986, Western Ken· 5.9% 5.1'/, 5.4% 5.2'10 4.9'/, 4.5'/, 4.7% .,, 4.8% ,,% ••n 11" AV9 Ann'l Dlv'd Yield 4.1% 
lucky Gas Utility in 1987, Greeley Gas in "".2 W2.3 950.8 279S.9 2920.0 4973.3 6152.4 589a.4 7221.3 4969.1 4600 "69 Revenu~~ I~S~~~: A 

7500 
1993, Unned Cilles Gas in 1997, and others. 32.2 ".. 59.7 79,5 ".2 135.8 161.3 110.5 180.3 179.7 'IB '" NelProm $mnl '"CAPITAL STRUCTURE as of 12111/09 36.1'10 31.3% 31.1% 37.1% 37.4% 37.7'10 31.6% 35.8% 38.4% 34.4% 3".5:t, 31.5''' Income Tax Rille 40.5% 
Total Debt $2349.3 mRI. Due in 5 YrI $665.0 mm. 3.8'10 39% 6.3% 2.8'10 '9% 2.1% 2.6% 2.9% B% 3,6% '-'" 4.7'.4 Net Prom Mamin 4-atlo 
LT Debt $2159Ji mill. LT Internsl $130.0 mill. 48,1% 54.3% 539% 50.2% 43.2'10 57.7% 57.0% 52.0% SO.8% 49.9'10 49.0'/0 49.0r, Ltln;.Term Oebt Ratio 49.0%tLT inleresl e3rn&d: 2.&; lotal interesl 

51,9% 45.7% 45.1% 49.8% 56.8% (2.3% nO% 49.0% 49.2% 50.1\ StOOl. 51.00'" CommonEouilv Ratio 5Ur,coverege: 18~l 
Lents, Uncepllatlud Annual tenlals $11.8 mill. 155.7 1276.3 120.1 1121.4 199H 3785.5 3823.5 4092.1 (112.3 43461 4520 "69 Tolal Capllal \$rnill) 6000 
Pili Stock None 98203 1335.4 1300.3 1516.0 1122.5 3374.4 3629.2 3836.8 4136.9 4439.1 4"145 '050 NGt Plant (5mil1) "69
Pen,lon Assel,-9/1l9 $301.1 mill. 6.!l% 5.9% ... 61% 5.11% 5.3% 6.1',4 '.91\ '.9% 5.9% 6.0010 6.5% Return on Total Cao'l 6.5%

Obllg. $380.0 min. 11,2% 9.6% 10,4% 9,3% 7.6% e.5% 9.B% 8.1% B,8% e.3% 9.0010 9.5% Retum on Shr. Equity f{l.OYoCommon Slock 93,054,189 shs.. 
8,2% 9_6% \0.4% 93% 7.6% 8.5% 9.8% 8.1% 8,1l% B.3% ..". 9.5Yo Retum on Com EQultv 10.0%as 011/28110 

MARKET CAP; Sl.6 billion (Mid Capl "M' 2.1% 1.9'10 2,e% 1.7';4 2.3% 3.6% 3.0'10 3.1% V. 3.5Yo '.0% Retalf'ltd 10 Com Eq 4.SYO 

CURRENT POSITION 200B 2009 12131109 112% ". 6,. 1Q% '7% '" 63% 63% 65% "" .'" "" All Olv'ds 10Net Prol 53r, 

\;,'LLI 1112 BUSINESS: Almos Energy COfpolaUon is engaged prinanly in tlJe 32%, comm!!'oal; 7%, \nduslri:al; Md 4% other. 2009 depreciaUcrlCas Assel~ 46.1 114.8 
Other 1236.4 111.1 1111.8 distnbuliCll and 11113 01 natural gas ttl O'Ier three mRlion cuslomers raiD 3.6°10. Has around 4,100 employees. Officen: anll dlrector~ 

Currenl Assets 'ffi5.1 82B.ll 12e6.6 via six regulaled nalural gas ulility operalions: LOUislane Oi~ision. Ol'm lI~roxima!e\y 1.6% or common stock (12109 Proxy). Chairman 
Acet~ Payable 395.4 201.4 516.8 Wesl Texas DMsion, Mid·Tex Division, Mississlppl Division, and Chiel Executi~e Officer: Robert W. Besllncorporetod: Texas 
DeblOLlo 351.3 12.1 \89.8 CDiorado·Kanus Divisloo, and Kenlucky/Mid-Slales DIvision. Com- Adllress: P.O. Box 650205, Dallas, Teus 15255. Telephooe: 9n· 
Olher 460.4 451.3 413.6 b1ned 2009 gas wiumes: 262 Io4Mc1. Breakdown: 51%, residenlial; 934·9227.lnlemet v...vw.atmosenergy.com.
Current Llab. '201.1 7Jl.4 1182.4 
Fix. Chg. COy. 450% 416% 435% Atmos Energy got off to a strong start rate of growth due to the difficult com· 
ANNUAL RATES Past Pr.st Esl'd'Ol-'09 in fiscal 2010, which ends on Septem. parison. 
or chartgil (per ,~) 10YI$, 5YrI. 10'13·'15 ber 30th, as first-~uarter earnings per Steady, though unexciting, earninJ;s 
Revenues 9.5% 10.0% .5% share were around 0% higher than the gains appear to be in store for e
"cash F1ow~ 3.5% 6.0% -4.5% year·eadier tally. For one thing, the natu· comp a'1\ in the next three to fiveEarnings 4.0% 4.5% 5.5% 
Dlvldands 2.0% 1.5% '.0% ral gas marketing segment enjoyed a sub ~ears. he ut:tlJty is one of the nation's 
Book value 1.0% 7.0% J.5% stantial increase in unrealized marfns, argest natural gas~only distrJbutors, now 
fls ..al QUARTERLY REVENUES ($ mlll,)A Full brought about, to a certaln extent, y a serving over three million customers 
Vur Oec.31 Mar.31 Jun.3D Sep.30 Astal narrowIng of spreads between current across 12 states. Moreover, the unre~u-Ends Year 
2007 002.6 2075.6 12181 1002.U 5898.4 cash prices and forward natural gas lated segments (contributing bern'een 1 % 
2008 16b7.5 2484.0 1639.1 144[1.7 221.3 prices. Furthermore, results for the natu~ and 35% to net income annually on a his
2009 716.3 1821.4 180.8 650.6 49$.1 ral gas utility were aided partially by torical basis) possess healthy prospects. 
2010 292.9 1650 0" 757.1 .600 higher rates In the Mld-Tex, Loulslana, Lastly, management may return to its suc~ 

2011 06' 1835 1045" '55 ,., and West Texas service areas, That unit cessfuJ strategy of purchasing less-efOclent 
FIscal EARNINGS PER SHARE ABE Full also benefited from a 7% rise in through utiHties and shorin~ up their profitability
Vnr Oec.31 Mar.31 Jun.30 Seo.30 Fiseal put, as colder temperatures boosted con- through expense-re uction initiatives, rateEnll. Year 
2007 " 1.20 d.15 d.05 1.94 sumption. Flnally, the regulated transmis relief, and aggresSive marketing. {Future 
2006 .62 1.24 d.02 .02 200 slon and storage operation experienced a acquisitions are excluded from our figures, 
2009 .83 1.29 .02 d.l1 1.97 drop In operating expenses'because of a however.} In Atmos' current configuration, 
20111 1.00 1.32 ,OS d.12 2.25 decreased level of plpeHne maintena.nce annual share-net growth could be In the 
2011 ,97 f.36 ." d.D' 2.35 actiVity. mld·slngle--dJglt range over the 2013·2015 ,.. QUARTERLY DIVIDENDS p1Jtl c. '"' 

We expect the momentum to continue period. 
Gndllr Mat.31 Jun.30 SeD.3D [)!c.31 Year during the remaining three quarters. On a risk-adjusted basis, totaJ return 

2006 .315 .315 .315 .32 1.27 As a result. the bottom line stands to ad- potential is appealing. Meanwhile, 
2007 .32 .32 .32 .325 US vance about 14%, to $2.25 a share, in fiscal these good-quaHty shares are ranked to 
2008 .325 .325 .325 .33 1.31 2010, Assuming further expansion In oper perform in line wlth the broader market in 
2009 .33 .33 33 .335 1.33 aUng margins, share net may reach $2.35 the year ahead, 
2010 .335 next year. That would be a much slower Frederick L. Harns. III March 12. 2010 
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1 Yr. 
-7.0% 

·17.0·'" 
·24.0·'" 

3.0·'" 
ZO% 

Full 
Yee' 

98.2 
112.7 
105.6 

Full 
Yeer 

1.55 
1.82 
2.08 
'.56 

Full 
Year 

1.25 
1.29 
1.29 

3Q'09 
11, 

588 

DELTA NAT. GAS WCEiT 29 5511RAIl~G 19 21~ElATWE 1 o61~w'D 4.4%NDQ,-ll3'S P~CE . P~ RATIO . P~ RAT~. YlD 

i!@l,fgtt%'RA1\RSff&J¥l~ 24.10 28.75 30.00 26.82 26.08 32.19 29.80 30.0~ I High
21.00 22002 23.60 N.ll 23.50 11.70 18.46 27.96 low 

PERFORMANCE 3 A~... .. 
3 

" 
Tectnical A",,,,go " 2 "'"'" 

• , ., ", n.sSAFETY A."",. " J1!: '11' 
" BETA .65 (1.00 = Mmel) . , " 13 

" 9.... " '. .. '" 
F1nBn~IBI Slrfngth ,. " " , 
Prj~ Sb.blUty 9S • 

3 
Pri~ Growlh Perslslence 50 

ail 
I [, 

'" E~mjl\g5 Pf~dltt.bl1ity TO VOL. 
\':,1·' (lhoul.) 

C VALUE L1~E PUDLlSID~G, INC. 2001 2003 2004 2005 2006 2007 200B 2009 2010/2011 

SAI...ES PER SH 28.38 21.59 24.14 28.05 35.01 29.95 34.15 31.84 
"CASH FLOW" PER SH 3.08 2.65 2.55 2.86 2.94 3.19 3.49 2.89 
EARNINGS PER SH 1.47 1.49 1.20 1.55 1.55 1.62 2.08 1.58 1.55"1JINA 
OrY'OS DECL'O PER SH 1.14 1.18 1.18 1.18 1.20 '22 1.24 1.28 
CAP'L SPENDING PER SH 2.83 2.90 2.80 1.65 2.39 2.47 1.69 2.54 
BOOK VALUE PER SH 13.12 14.49 15.26 15.73 16.16 16.61 17.48 17.78 
COMMON SHS OUTST'G Mill 2.50 3.17 3.20 3.23 3.26 3.28 3.30 3.32 
AVG ANN'l PIE RATIO 12.3 14.5 20.1 16.8 16.9 15.5 12.3 15.0 17.9/NA 
RELATIVE PIE RATIO .B3 .S> 1.06 ... .91 .B2 .74 .99 
AVG ANN'l DIV'D YIELD 6.3% 5.5% 4.9% 4.5% 4.6% 4.9% 4.9% 5.4% 
SALES ($Mlll) 70.8 68.4 79.2 84.2 117.3 98.2 112.7 105.6 Bold "gUfSS 
OPERATING MARGIN 23.2% 24.7% 21.2% 21.!1% 16.2% 20.4% 19.6% 18.0% am consensus 
DEPRECIATION I$M1L1.} '.0 '.5 '.7 '.3 ••• 52 '.7 ,,4 urnJngs 
NET PROFIT {$MllL\ 3.5 3.' 3.' 5.0 5.0 5.3 '.8 5.2 nt/male,l 
INCOME TAX RATE 38.0% 38.0% 38.1% 38.3% 36.6% 37.3% 37.8% 36.6% .nd. utllnglhe 

NET PROFIT MARGlt,1 5.1% 5.8% 4.6% 5.9% 4.3% 5.4% 6.1% 4.9% rDCent prlCI/,I, 

WORKING CAP'L ($MILl) d12.6 d.2 '.7 
,. ••• 5.' 8.2 5.5 PIE ftl'/OS. 

LONG·TERM DEBT ('MILL} 49.J 53.4 53.0 52.7 58.6 58.6 58.3 57.6 
SHR. EQUITY /$MILl\ 32.8 45.9 48.8 50.8 52.6 54.' 57.5 59.0 
RETURN ON TOTAL CAP'L 6.7% 5.9% 5.6% 6.7% 6.7% 6.3% 1.6% 6.2% 
RETURN ON SHR. EQUITY 11.1% 8.6% 7.9% 9.8% 9.5% 9.7% 11.9% 8.8% 
RETAINED TO COM Ea 2.5% 1.6% 2% 2.4% 2.1% 2,4·'" 4.B% 1.1% 
ALL DIY'OS TO NET PROF 78% 81% 98% 7B% 77% 75% 60% 81% 
Arlo. of enaly&ll changing sam. "sL /rIlul 27 dlly.l: 0 141. 0 da\\n, tOnunSUi ~yelll "smingi gnm1h 3.0% per yuar. BBa~ad upon one analyst'••slimar•. 

ANNUAL RATES 
ASSETS ($mill.l 2008 2009 12/31/09 ~~i~~~~]&~I~!~lt!~.ll~~~~q~~1.Y]tX~~J:~~t 

of change (per shere) SYT'S. Cash Assets 3 .1 .,
Sal~ 7.0% Receivables 11.4 '.1 1>7 BUSINESS: Dehs Natural Gas Company, Inc. sells natu· 
-Cash Flow" 2.5% Invenl~ (Avg cosl) 15.0 lOA 11.5 ra( gas 10 approximalely 37,000 retail customers on ilsEarnings 5.0% Other -.ld ~ ~ Dividends 1... 

Currenl A!-s~ls .0.0 19.4 31> 
distribulion syslem in central and southeastern Kentucky. Its 

Boo!I. Value 35% Regulated segment sells natural gas lo its relail customers, 

Flsc~1 QUARTERLY SALES ($mltl.) ~rty. PIBnI primarily in 23 rural counties. This segment also transports 

Yellr 10 20 30 .0 Equip, /II COS! 192.1 199.3 .. gas 10 industrial customers on its system who purchase gas
Ateum D&pr&~iation 67.7 70.7 _. 

in the open market, as well as transports gas on behalf of06130107 13.1 28.4 41.0 15.7 Net Property 124.4 128.6 129.2 
06130108 '2< 29.3 48,4 22.' Olher ..1L4 ...112 --...lli! local producers not on its distribution system. The compa

0613009 ,., 33.9 ." 10.4 Tola! AsSBts 170.8 162.5 175.0 ny's Non Regulated segment purchases natuml gas on the 
06/30110 8.1 21.1 open market and from Kentucky producers, and resells this 

FIscal EARNINGS PER SHARE UABIUTIES ($rnI1l.) gas 10 industrial customers on its distribution system and to 
Acds Pa)'3b1~ 12.1 .., '.3Year 10 20 30 '0 Oeb! Due '0 '9 13.2 olhers not on ils system. This segment also produces natural 

05130106 d.18 .89 1.03 d.19 Other ~ ~ ~ gas thai is sold to Delgasco for resale. As of June 30, the 

06130107 d.16 .73 1.12 d.07 CurrBl\1 liab 25' 1J.9 23.13 company owned approximately 2,500 miles of natural gas 
06130108 d.25 .75 1.65 d.07 gathering, transmission, distribution, storage, and service 
06130109 .0' .37 1.29 d.16 lines, as well as interests in oil and gas leases on 10,300 
06130110 d.17 .58 LONG-TERM DEBT AND EQUITY acres in Bell, Knox, and Whitley counties. Has 155 employ-

IS of 1213t/09
c", QUARTERLY DIVIDENDS PAlO ees. Chainnan. C.E.O. & President: Glenn R Jennings. Inc.: 

elidar 10 20 30 '0 Total Debf$70.5 mil. DllB 'n 5 Y,... NA KY.Address: 3617 Lexington Road, Winchester, KY 40391. 

2007 .305 .J<)5 31 .31 lT Oebt $57.3 mm. Tel.: (859) 744-6171. Internet: hUp:llwww.deltagas.com. 
2906 .31 .31 .32 .32 

Including Cap. Lenea NA L.K(49% of Cap')
2009 .32 .32 325 .325 lenu, Uncapllellzed AI1~llal renlals NA 
2010 .m March 12. 2010 

INSTITUTIONAl OECISIONS 
Pension liability $.4 mil. In '09 1'5. None in '08 

TOTAL SHAREHOLDER RETURN 
1Q'09 2Q'09 prd Stock None Pld OJy'd Pall! f'b1e Dividend$ plU.I BpprrttJlllian "" eJf 2/181:2010 

leJ Buy , 9 CommOfl Sto,t 3.327.573 shales :1 MOl. 6 MOl. 1 Yr. 3 Yrs. 5 Yru. 
10 Seu 9 9 (51% oICep'l
H1d"s{OOO) 'IS 566 11.58% 16.40% 44,3'0/. 37.61% 40.85% 

To subscribe c.1I1·800,833·0046, 

20.99 2U8 
17,69 18.50 

LEGENDS 
12 MM MovAvg 

. Rel f'rlce Strength 
hlicrI~1 /!CI!DiII 

.... 

.~
 

",;~.!~
 

2002 

22.11 
3.15 
1.45 
1.16 
3.72 

13.51 
2.53 

14.1 
.77 

5.7% 
55.9 
29.3-;. ,.. 
3.' 

38.2% 
6.5% 

d15.3 
48.6 
34.2 

6.6"% 
10.6% 

2.1% 
80% 
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!IECEHT 33 811P~ 13 8(Tom..:13,4) REtAINE o81' IDIV'O 
I LACLEDE GROUP NYSE.L.G IPRlCE IRATIO • Mdlan: 14,0I PIE RATIO • I IYlD 4.7% 

High. 27.0 I 24.6 25.5 25.D 30.0 32.5 34.3 37.5 36.0 55,8 48.3 34.8 Target Prlc8 RangenMEUNESS 5 lDM!eCl WlO 
f-fl~o~~"",~o~,01"-21L7,~5-,-~21.3 19.0 21.8 26.0 26.9 29.1 28.8 31.9 29.3 30.8 2013 2014 1015 
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TECHNICAL 1 RIiszoIlWlO
 ~~d=~~~le 
.•.• Relatife Pliee Sb~
 

BETA .60 (1.OD~lAlI~
 ~V:;I:¢a~iIoo " ..80

201J-U PKOJt.\';'l~~'~T"ta' ('IeJl~~ 'WI ••••• ••••• 46 
Priet ,~Galne I Retum ~-~ 40 

~¥¥. , " 32r~ i& !t~~~ I 1~~ 
Insider Decisions
 

AI.1JJ,,80NO
 .', 
lc8Jy 021000000 .... 
GptiIm 000000000 
1lI$!d 0 1 0 0 0 0 0 0 , 
Institutional Decisions
 

1011:ll'1 l'Q2OIIt JllZlItt
 pettent
 
ltS"" 70 71 &l sharn
 

~~:rtll, 11O:~ 1D5:~ 1rxl~ Ltllded 

1994 1995 1996 1997 1998 
33.43 24.79 31.1)3 3433 31.04 26,04 29.99 53.08 39.84 54.95 Sg.Sg 75.43 93.5\ 93.40 1~0.44 85.49 72.90 76.10 R~enues penh 96.15 
2.65 2.55 3,'29 3.32 3.02 2.56 2.65 300 2.56 3.15 2.79 2.98 3.81 3.87 4.21 4.56 4.15 4.35 "CBshAow~persll 5.20 
1.42 1.27 1.87 1.M 1.58 1,47 1.37 I.lil 1.18 1.82 1.82 \.90 2.37 2.31 2.64 2.92 145 2.60 Earnlngspersh AB J.OO 
1.22 1.24 1.26 1.30 1.32 1.34 l.34 1.34 1.34 1.34 1.3~ 1.37 1.40 lAS 1.49 1.53 1.51 1.51 DIY'ds Decl'd llauh c. 1.75 
2.50 2.63 2.35 2.44 2.66 2.58 2.77 2.51 dO 2.67 2.45 2.84 2.97 2.12 2.57 2.36 2.45 2.55 Cap'ISpendlngpersh J.15 

12A4 \3.05 13,72 1426 14.57 14.96 14.99 15.26 15.07 15.65 16.96 17Jl 1885 19.79 22.12 23.32 2Utl 24.30 BookValUBp1!rsh 0 27.10 
15.67 17.42 17.56 17.56 11.63 18.sa 18.88 18.88 18.96 19,il 20.98 21.11 21.36 21.65 21.99 22.17 22.50 23.00 Common5hsOuht' 26.00 
16.4 15.5 \1.9 12.5 15.5 15.8 14.9 14.5 20,0 13.6 15.7 16.2 13.6 14.2 14.3 13,4 Bold fig ,.,.,. Avg Ann'l PIE Ralio 16.0 
1.08 1.B4 .75 .72 .81 .90 .97 .74 1.09 .78 .&3 .86 .73 .75 .86 .8B V~lu lin. Relative PIE Ratio 1,05 

5,3% 6.3% 5.6% 5.6% 5.4'10 5.B'Io 6.6'10 5.7'10 5,7% 5.4% 4.7% U% 4.3'10 4.4'10 3.9% 3.9% esU Ih!. AvgAnn'IDlv'dYield 3.1% 

CM'ITAL STRUCTURE IS ollV!1109 566.1 1002.\ 755.2 1ll5ll.3 1250.3 1597.0 1997.6 2021.6 2209.0 1695.2 f640 1150 Revenues [$mllll A 2500 
To!.ll\ Debt $509.5 mnl. Dlle In 5Yrs S'SO.O mill. 26.0 30.5 22,4 34.6 36.1 40,\ SO.5 49.8 57.6 64.3 55.0 60.0 N~ ProfillSmlln· 80.0 
IT Debl $364.3 mill. IT Inleresl $20.0 mla. 35.2% 32.7% 35.4'1. :15.0% 34.8% 34.1% 32.5'1. 33.4'10 31.3% 33.6% 35.0'% 35'.0% Income Tax Rate U.O%
(TDial interest. CO'i'llr.lge: 4.3x) 

4.6% 3.0'1. 3.O"k 3.3% 2.9'1. 2.5% 2.5% 2.5% 2.6% 3,4% 3.4% 14% Net Profit Maraln J.2Yo
 
45.2" 49.5% 47.5% 50.4% 51.6% 46.1'10 49.5'10 ~5.3% 44.4% 42.9% 42.5% 43.0% LanS·Term Debt Ratio 47.0%
 

leases, Uncllpltall.ud Annual rentals $.9 mID. 54.5% 50,2% 52.3% 49.4% 45.3% 51.8% 50.4% 54,6% 55.5% 571% 57.5% 57.0% Common Enullv Ratio 53.0%
 
PensIon Assets-9/09 $223.7 miH. 5191 574.1 546,6 605.0 737.4 707.9 798.9 784.5 876.1 900.3 935' 980 TotaIClliJita\($mill) 1360 

Obllg. $37e.0 mill. 575.4 602.5 594.4 6211 646.9 679,5 763.6 793.8 823.2 855,9 870 9I.S Nfll Pla~t I$m\in 1230Pfd Stoek None 
CDmll'lOn Stock 22,262,436 W. 6.7% 6.9% 6.0% 7.4'10 6.6'10 7.6'4 8.4% 6.5% 8.1% 8.7% 1.0% 7.5% Return on Total Clp'l 7.5%
 
115 01 l/2!/lO 9.1% 10.5% 7.8'.4 11.5'10 10.1'10 10.9% 12.5'1. 11.6% 11.8% 12.4'10 10.0% 10.5% RelurnonShr.Eqully 1f.0Y

9.1% 10.5% 7.8'10 1\.6% 10.1% 10.9% 12.5'10 11.6% 11.8% 12.4% 10.0" 1o.s% RelurnonComEnuilv 11.0%
 
MARKET CAP; $7'0 mllliDn (Small Cap) .2'10 1.8% NMF 3,1% 2.7% 3.1% 5.1% 4.3'10 5.2% 5.90/0 3.6% 4.0% RelalnedtoComEq 5.O'h 
CURRENT POSrnON 2006 20D9 12/31/09 911% 83% 113% 74% 13% 72'1. 59% 63~ 56% 53% 64% 62"-" A\lDIv'd'toN~tPrd 5ry,

",'LLI
Cash Assets 14.9 14.6 eo.o BUSINESS: Ladede GrtlU? Inc., is a holdlo\g lXImpany for ladede 65%; commercial and industrial, 24%; Ir.Insporlalion. 1%; other, 
Other 547.0 294.2 396.7 Gas, which di5lnlllrtes natural gas in eastem MIssouri, indllding the 10"10. Has around 1.762 employees. 0If1W1'S ane! directors own ep·
Current Assets 561.9 368.! 476.7 tity of 81. LOuis, 51. Louis County, end parts 0110 other counties. proximately 8% of CCllMlcn shares (1110 proIY). Chairman. Chlel 

Has rOLJg~ly 630,000 cu~IO'11ef&. Pllfchased SM&P 'JIility Re- Executive Officer, and President Douglas H. Yaeger. Incorporeted:
~tS~rble ~~~:~ ,~~:~ n~:~ $OllrtllS, 1/02; divested, ~OB. 1l1erms sold enl:llrBnsported in fiscal Missouri. Address: 720 OI:YQ 51'8el. Sl Louis, Missouri fi3101. Tel-
Other 103.5 96.5 127.5 2009". 1.07 mill Revenue mix for re9ulated operations: residential, epllone: J14·342.osDO.lnlemel: www.thelatledegroup.com. 

Cll:~~~lab. ~ii~ :ig~ :g~:. Laclede Group's share net plummeted Ice to its customers. Of course, there is no 
~Fi~'~.;;::~'~CO~'~';:-:::::7"-=-;::':;";:';;;-:;;:7.:" 27% in the opening quarter of fiscal gua.rantee that the measure will be ap
~:~~'i:~fS 1~~~~ r~f~~ ES::~;~.!i~09 2010, compared to the same period a proved, or that the full amount requested 
Revenlles 12.0% 12.5% .,% year earHer. (Years end September 30th.) will be received. 
"Ca'.ih Flow" 3.5% 8.5% 3.5% The shortfalt occurred primarily because The company stands to register un-
Eaminlls ~:gr: 10,·,o57r 2,.,5S~. Laclede Energy Resources suffered from a spectacular results in the coming
~~~e~:I~e 4.0.2 6.5% 4.0% substantial reductlon in margins on sales three to five years. The customer base 

CFi~,:::,~"cr~QU~A~R;;TE~"~'~R:::EVEN;;"U~E":S(:::$'-i.'l"I"~F"""'"of natural gas, refle~ting narrower price for Laclede Gas will probably continue to 
Year mil Fill I differentials. On a positive note. results for expand at a moderate rate, since the serv
Ends Dec.31 Mar.J1 Jun.30 Sep.30 y:i~ Laciede Gas were boosted nicely by the ice territory is in a mature phase. Laclede 
2007 539.6 700.8 4~7.9 323.3 2021.6 sale of propane in the wholesale market, Energy Resources offers promising growth 
2008 504.0 747.7 5{)5.S -451.8 2209.0 and, to a lesser degree, higher net invest- opportunities, but has contributed J'ust 
2MJ9 674.3 659.1 309.9 251.9 1895.2 ment income. small portion to total profits on a hlstorJ
2010 491.2 .5.50 350 248.8 1640 
2011 460 62' 410 25' 1150 We expect more of the same during cal basis. A major acquisItIon could help to 
FIscal the remainder of the year. Consequent- offset this, but it seems that management 
Year EARNlNGSPERSHARE ADF ~~~Ial ly, the company's bottom Hne for fiscal has no such plans in the works, at this 
Ends Dec.31 Mar.31 Jun.30 Sep.30 Year 2010, as a whole, stands to drop about juncture. 
2007 .89 .97 .43 .03 2.31 16%. to $2.45 a share. But assuming a bet- The good-quality stock offers a gener
2008 .99 1.39 .41 d.l-4 2.64 te enonn f La led E ~ Rtf t di Id d In2009 1.42 1.40 .31 d.22 2.92 r p ance rom c e ner e- ous amoun 0 curren v en 
2010 1.03 1.30 .35 d.23 2.45 sources, share net may advance ~a, to come, which is well covered by the compa· 
2011 1.00 1.41 ,41 d.22 2.60 $2.60. the following year. Note that our ny's earnings. But our projections indicate 
Cal. QUARTERLY DMDENDS PAID e. FiliI O(dgures ddo not in)c1ude a pending rate case that additional increases in the distrlbu

,ndar Mar.31 Jlln.30 Sen.3D Dec.31 'fear lscusse below. lion wJll be moderate. That is laJ'gely be
"""=,"+""""-'"","'-""",,'-",,,,'4---",,," A rate case was filed with the Mis- cause of the utility's unexciting expansIon 

2006 .345 .355 .355 .355 1.41 souri Public Service Commission. prospects. Meanwhile, the shares of 
2007 .365 .365 .365 .365 1.46 Laclede seeks a net revenue increase of Laclede are ranked 5 (Lowest) for Tlrneli.
2008 .375 .375 .375 .375 1.50 

I ~~~: :~~ .385 .385 .385 1.54 ~~T~~ ~~~~o~f a;~~aJ~~g t~a~~~l o::sets:~~ F~~~erick L. Harris, III March 12. 2010 

'1 Rseal ytI<1r ends Sept. 30th. Jatians; '08. 94¢. Next eam~ report due laleJcharges. !n '09: 5468.3 milt, $22.03Jsh. Company's Flnlneiai Strength 8f18 Based on llve'lllI8 shares outstandin9 ihnJ. Apl1. (C) OMdends hlsloricaTly pmd In earty lEI In minions. Stock', Price Stability 100 
'97, !herl dihJled. ~chj(les nomeeumng 1055: January, Aptil, Jllly. and OeIober.• Dividend F ally. egs. may not sum dlle 10 rounding or Price Grcwlh Perslslence &0 
'06, 7¢. E~clu~es gain f~om disl;;Ofl~lled oper- relnveslme~t ~Ian ~va"able. (Dllne!. deterred change in share~ outstanding. ~Eam,ngS65Prediclablllty 
o 2010, Villue line Putlisling, Inc. A!I riQh!s reserffld. F8ctu~1 malMM IS oblallled flom SOIJIL"t5 believed 10 lle rer,lbIe ~nd II ptDVlded lIIilhoul Vl1lI18'1'.!e:I UI1f1 klllll.
 
THE PUBUSHER IS NOT RESVONSIBLEtOR MfI/ ERRORS OR OMlSSICNS HEREIN, lli5 publitalloo i5 5lricIIy 101 JUblctlbefs own, oon-((lmmertiel. irdemaluse No peM I I I', : I I: I I ' ,
 
d ~ mly lle ~ 'Qsolil. "[Ie<! 01 Wi1"ISIl"i!t!d In 8rt)' prilttl1 eleWtrit Ol" Olhef fOlm, 0' usOO b ~trg Ol" nwkP;ing lIlY poirled Ol" Q!Q(fJoo'c Jlb'lCaliof\ II!Nu 11 pcdl:l.
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NoW. NAT'L GAS NYSE·W/l 
WCEiT 45 851r~ 17 oe-III., 166) RELAlWE 10019W'D 3.7%P~CE • RATIO • Median: 16.0 PHAIID. !LD 

TIMEUN£SS 4 ltl'l!eredll12nD H!g~: I 27.9 27.~ J 26.6 30.7 31.3 ".1 39.6 43.7 ". 55.2 46.5 46.1 Target Price Rang41 

1 RWllYJe.os 
low: 19.5 17.8 21.7 23.5 24.0 27.5 32.4 32.8 39.8 37.7 37.7 41.1 2013 2014 2015 

SAFETY lEGEtroS 1101.1D l DiTiderds rsh <:.,.
TECHNICAL 2 Roli5ed2fl2flll d"Nided ~~res RM~ 100 

..•. Rl!"latm! Strnngth "'/~ BO
BnA .60 (l.iXI~ Marte!) 

~~~,;pIior=sJon ft.;,'; 64 
2013·15 PROJECTi~~fTotal UltsllWf.l"ffl"1 beglll 1m' J~ .. , - -- ... .. ....- .. ,-

" Price !tint I Return l~~ ""1<" 
,.rr.,,,,jl ;;.. ,. ~IPI"'oI" , 

Hlsf\ 65 +411~ 12% J1 
I"" ,. , - . , tI'll 1"1'" 

,,, 
lei" 55 +20 Br.; " Insider Decisions 'l<'..~ 20 

AI~JJAtlOHD 
....' ,~""!I .' ".... 

J~iR ..•... ..".., 000000001 .... .. ." 11
0... 000000002 

f~ 
... ......... 

loSlll o , 1 1 "2 0 0 "2 3 % TOT. RETURN Z!10 8InstilulJonat Oeclsions 
li~ 

2"~9 
.., ,, ".. """ """ f'e'~n! " 
,,~ .~ 

"'~ 
67 78 " Ihues 10 rJ.Z.'~ ' 11.5 IOU 

.~;,,, 93 " " lTllded , .".ov.: ... 10.1 0.'.. , 151"26 1!'>3S7 15134 ,_. .... 30" 
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2010 2011 0VALUE LINE PUB INC 3·15 

1B.3O 16.02 16.86 15.62 \6.77 16.17 21.09 25.16 25.07 23.57 25.69 33.01 3110 39.t3 39.16 36.16 J5.8' 35.'5 RevenllU pel sll 4UO 
'.5O W '.86 3.72 3.24 3.12 3.68 3.66 '" J.65 192 4.34 4.16 5.41 >31 5.12 ." 5.45 ~Cash Flow· per sh ,... 
1.63 1.61 1.91 1.16 1.02 1.70 1.19 1.88 1.62 1.76 .., 211 >35 2.76 <57 2.77 '"' 2.95 Earnings ptr 5h A 3.50 
1.11 1.18 1.10 \.21 1.22 1.23 1.24 1.25 11' 1.21 UO 1.32 1.39 1,44 ,,, 1.60 1.68 1.18 Dlv'ds Oeel'd per sh e. 2.15 
.13 3.02 3.70 5.07 4.02 4.16 3.45 313 3.11 '.90 5.52 JAB 3.86 4AB 3.92 5.09 7.10 '.10 Cap'15pendill9 per sh '50 

13.63 14.55 15.31 16.02 111,59 11.12 1Ul 16.56 18.88 19.52 20.64 21.28 ""00 ""52 23.11 24.88 26.10 11.4' Boot Value per sh 31.1' 
20.13 22.24 12.56 12.86 24.M 25.09 25.23 25.23 25.59 25." 21.55 27.58 17.24 26.'11 10.50 10.53 26.60 '<60 Common Shs Oulst'9 c 18.00 

t3.0 12.9 11.7 14.4 10.7 14.5 12.4 12.9 171 15.8 16.1 17.0 ,SS I" 18.1 15.0 Ba/drill F~ Avg Ann'1 PiE Ratio ,,. 
.86 ... ." .83 1.39 .83 .81 .66 ... .90 .58 " 86 .59 1.09 1.0, 

~:'" 
UM Relative PIE Ralto 1.15 

,5< 5.7'10 5.2% 4.60/, 4.5% 5.0% 5.6% 5.1% .>% U% 4.21\ 3.7% 3.7% 3.1'.4 3.3% 3.7% 
,,~. Avg Ann1 Olv'd Yletd UK 

CAPITAL STRUCTURE as 0112131109 532.1 658.3 641.4 611.3 707.6 910.5 \013.2 \033.2 1037.9 1012.7 950 1025 R!Ytnu~: I~~::~) mo 
Total Oebt $738.7 mil. Due III 5YI'6 $145 mill. 47.8 50.' ." 46.0 SO., 58.1 65.2 74.5 68.5 73.5 74.5 80.' Nel Profit $mill 9'.0
LT Debt $601.7 mRI. IT Inlernt $34.0 rrill. 359% 35.4% 34.9% 33.7% 34.4% 36.0% 36.3% 37.2% 36JI% 38.3% 31.0% 37.m Income Tax lUte 37.01' 

(Tola.llnlerest coverage: 3.9x) '0% 1.1% 6.B% 7>% 1.1% 6.4% 6.4% 7.2% 6.6% 7.0% T.9% 7.8% Nel Pront MarDili 7.3% 
45.1% 43.0% 47.6'10 49.7% 46.0% 41.1)% 46.3% 46.3% 44.9% 41.1% 50% "Yo long·Term Debt Ratio 50% 

Pension Assel.s·12lDB $201 mill SO.9% 531' 51.5% 50.3% 54.0% 53.D% 53.7% 53.1% 55.1'10 52.3% son "" Common EQuitv Ratio SO% 
Obltg. S308 min. 687.8 8ao,s ,,7> 1006.6 1052.5 11094 1116.5 1106.8 1140.4 1261.6 '''' 1501) Tollli Ca~i~ll~~~1II1 '''' Pfd Stock NOlie 934.0 965.0 995.6 1205.9 \318.4 1313.4 1425,1 1495,9 1549.1 1670.1 1800 fJOO NB( Plant $mil mo 
Common Sioct 26,533,026shares 6.70/, ..... 5.9% 5.7% 5.9% 6.5% 7.1% 8.5% 1.7% 1.0'.4 '.Or. 8.0% Return on Total Cap'l ..... 
IS 012123/10 9.8'10 10.0% 8.9% 9.1% 8.9% ,.... 10.9% 12.5" 10.9% 11.1% 11.0" 1f.Or. Return on Shr. Equity U% 
MARKET CAP $1.21111110n (Mid Cap) 10.0% 102% 8.5% '''' 8.9% ,.... 10.9% 12.5% 10.9% 11.1% H.O%" 11.0% ReluJn on Com EQUllv 9.0r. 

3.1% 3.5'10 1.9Yo ,." ". 3.1% 4.5% 6.0% 4.5% 4.7% 4.S'" 4.'r. Retained to Com Eq 3.5% 
CURRENT POSITION 2(1(17 200B 2(109 70% ". ". ". 59' ,,. 59' 52i1. 59" 58. &Or. 60n All DlY'ds teHel Prol 62% 

irLLI 
6.1 BUSINESS: Northwest Natural Gas Co. dislribules nalural gas to Owns local ulidergrOlJrtd slorage. Rev. breakdown: resldenlial,Cas Assets 6.' 8.4 

Olher 266.8 474,1 319.8 gO c:omll1urnliu, 666,000 aJstomers. In Orogon (9(1% D/ aJstomers) 57".4; commercia!. 26%; illlSuslriBI. gas lrBl1spor1a~oll. and other,
Current Assets 274.9 """i8TII 328.2 alld in southwesl Washingloo stele. Prirldpal cities served: Portland 17"1•• Employs 1,061. Bardays Global OWIlS 6.6% 01 shares; 01
Acets Payable 119.7 94.4 123.7 elld Euoene, OR; Vancower. WA. Service area pOplllelion: 2.5 miU. nears arl~ diredors. 1.4% (4/09 p{Q~yl. CEO: Grl:99 S. Kilrllor. lrlc.:Debt Due 148.1 248.0 137.0 (77% m OR~ Company buys gu supply from Cansdian and U.S. ()(egon. Addless: 220 NW 2nd Awe., Portland, OR 97209. Teleother 122.1 206.9 131.9 
Currenl Usb. 389.9 55f] 392.8 producers; hu Irensportaliorl rights on Northwesl Pipe!ne syslem. phone: 503-22604211. Internet I'IWII'.nwnelurel.com. 
Fx. Cho. Cov. """ 393% 395% Northwest Natural's Z009 results Steady growth is likely next year. We 
ANNUAL RATES Past PIl~t Eal'd '(16·'08 .-eflected some unusual items. The expect the recovery in customer growth 
d m.lngo (pIl 'hj 10Yrs. SYfl. 10'13-'15 company earned S15 million pretax from and industrIal gas use to continue, PollsRevenues 9.0% 9.0% 2.5% 
"Cash Flow" 3.5% 6.50/. J.5% its commodity cost-sharIng arrangement Jndicate that gas 15 favored Over electrJclty 
Earnings 5.0% s.o% 5.0% in Ore~on, under whJch Northwest retains for home heating ~ a three to one margIn
Dividends 2.0% 3.0% 6.0% some 0 the difference between actual and In Portland. an returning prosperity
Book Velue 3.5% 3.S% 5.0% forecast gas costs, with the majority going should Increase conversions to go> from 
Cal· QUARTERLY REVENUES ($ mUL) Full to the rate payers. That windfall was par- other fuels. Costs should remain moderate, 

enllar Mar.31 Jun.30 5eo.3& OU.31 Year tially offset by higher pension, healthcare. as last year's new union contract proVides 
2D07 394.1 1832 124.2 331.7 1033.2 Incentive bonus. and severance costs, Cus for more workforce fleXibility and caps 
2006 387.7 191.3 109.7 349.2 1n37.9 tomer growth was Just below 1% last Jear. ~ayroll and healthcare costs at 3% annual
2009 437.3 149.3 116.8 309.3 1012.7 compared with an average of aroun 3% y dehendJng on Inflation. Finally. the GIll 
2010 375 135 '10 330 ,," annually for many years through 2007, as Ranc gas storage project in California is
2011 40' '" 125 355 1025 the recession flattened housing starts, All scheduled to open late this year and ought 
Cat. EARNINGS PER SHARE A Full told, earnings would have been around to contribute to results :In 2011. 

endar Mar.31 Jun.30 SeD.30 Dtc.31 rear $2.60-$2.65 a share in 2009. excJudlng the A new pipeline could boost earnings 
2001 1.17 .I" '22 1.11 m unususal Items. noticeably by Z013-Z015. Northwest 
2008 1.62 .08 '.39 1.25 257 We antlclpate a normal year In ZOIO. owns half of the proposed Palomar 
2009 1.12 .12 '25 1.18 2.77 Thanks to much-lower natural &85 prices, pipeline. which would frovJde Portland a
2010 1.70 .11 d.Z9 1.28 2.BO Northwest 15 lowering its resi entia} gas needed seCond source 0 gas. If both halves
2011 1,77 .11 d.ZT '.34 2.ti5 prices by around 10% thJs year. That and are built, the compants investment would 
Cal· QUARTERLY DlVIDEN05 PAlO B. ,., the incipient economIc recovery should be around $400 mllllon. Though that 

endar Mar.31 Jun.30 SeD.3o Dec.31 Year ~roduce better customer rk0Wth than in would entail raising some eqUity. it would 
2006 .345 .345 .345 .355 1.39 009. Operating costs shou d remain mod- lift earnings beyond our forecast, which 
20&7 .355 .355 .355 .375 1.44 erate, owing to a roughly 20% headcount excludes the project for now. 
2008 ~75 .37S .375 .395 1.52 reductJon since ZOOS. Pension and bonus These high·quality shares offer. good 
2009 395 .395 .3'5 .415 1.60 expenses should decline, unless the latter risk adjusted total-retur~otentlal. 
2010 .415 rises due to a very good year. Sigourney B. Romaine arch 12, 2010 

AIAI 0;".' ,"";", '" ,n.... E,,'"'" 'M, 1./81 OM'"'' ",,,,,,,", ", ,. ""-F,bru,., I(CI'" mm"". "I""" ,,, "ne C,m""", ""'",',' Sl,,",~rllCtJrril19 illlms: '98. $0.15; '00, SO.11; '06, May. August, al'ld November. Stock's rice Slablllty 100
 
($O.OS); ·06-J0.03); '09, 6~. Next earnings • Otvldelld reinvestment pan ;MInable. Price Growlh Perslslmce 70
 
report due e May. Earnings Predlcteb1Hty
 
C> 2010. Vaklcl Ure PIIIis~ 11K. All ~ le5med. factual ma1eIIII b CIllI.me~ fran 5lI\,\'teS btlieoed ID be 1e6UJle .!IIl b p'oridtd ,.itholt mr1~ aI ~~. _ "
 
THE PU8US)lER IS NOT RE PONSJSlE OR At/Y ERRORS OR OMISSIQHS HEREIN. ~ is S100Jy Icr smsaiber's D'NI'L lllJKllllIl'l!l"ciJll inIemal m. 0 part , , I'. • I I : It "
 
III ~ rrey be r~ resDld. SllRd <J ~ in errt i'Wed. d!l:1ltric cr cdle1 10m cr lEi !ll"!"LiI'I; IT llWtang my !ritp,d 01 eee.orit pb'u'icr\ serW:e a p'0Ild.
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,I	 Stock's Price Slablilly 100 
00, 8~. Excl. oonreaJrrlng charge: '97, 2¢, ~ DMdends hlslorically p<;id mld-JAnuary, tri lon, 43t1sllare. Price GroW'lh pertltlenc. 60'! Nel'! earnings report dLre earty May. QU8rtm riI, July, October. IE] In m1l!iorls, sd,/lrsled lor stlXk 5Plit Earnings Pr6dietabl111y 95 

PIEDMONT NAT'L. GAS NYSE.Rff 1:~fENT 26 381f~ 16 0C"'" 151) RELATWE 0941~f\'O 4.2%• RATIO • t1tdlan: 11.0 p~ RAllO. YLO 
TIMELINESS 3 RahedfJ1~J Hl,h 18.~ I 19.7 19.0 19.0 22.0 24.3 25.6 2M 28.0 35.3 3~O 27.4 Target Price Range 

Low 14.3 11.8 14.6 13.7 16".6 19' 21.3 23.2 22.0 21.7 20.7 23.9 2013 2014 2015 
SAFETY 2 Ntw1li.mO LEGENDS 

""2 RWdVlllla }j~~~'=~~lI 80TECHNICAL ., .. RelltWt ~l! s,l1eJ9ll ~ 80
BnA .6~ (1.00-hWktl) 2-fOl.l.~ 1I1ll. r~ 50 

2Ol3-f5 ,,=nom: 0=':6" pti« If'a'JsDt ,~ -. 40 
Ann' Total l,fI!;l! fecessloo Mg!1l Will ifIj . ,,, 

3D 
Price It'"H Return ....~~L , 

" 
, " , 25HIgh 40 *50", 15~ "-'-. ,,"', , 

20LoW ~O tH% 8 
d~~1,1"11'11''''lnsldor Decisions , 15 

AMJJ"'OND '. 
11111" 

rj;)i~ "... 000000000 .'. " '" 10 
000000000 '. .....~;;.. .' ..... ". - .... ............. " 1.5IoSIU 000000000 % TOT. RETURN 2110 

Institutional Decl&lona '" ~-10201" ,,,.. ,.., 
P.rconl 7.5, ,;"" 

,,~ Iio'DEll 

~~, 75 78 78 ,1I11'u , n· 11.7 101.8 
123 " " "",.. 2.~ ,,,, . 'n "., ".1

15.5 ,. 
H:S~~ 34611 33561 33~98 '" 20111994 1995 1995 1991 1998 1999 2000 2001 2002 2003 2004 2005 2006 2 008 2009 2010 oVALUE llNE PUB-:l~ 13·15 

10.62 8.76 11.59 12.64 12.45 lO.S7 17.06 12.57 18.\4 19.95 "96 25.80 23.37 28.52 22.36 23.60 24.51) Revenul5 ptr 5h A 27.75 
1.13 1.25 1.49 1.62 1.72 .. .. 1.70 1.61 1.81 204 2.31 2.43 2.51 2,64 2.n 101 I." U5 "Cash Flow· per 511 ,,, 

.6B .13 .a< .93 .99 .93 1.01 .95 1.11 I.n U2 '" 1.40 1.49 1.67 1.65 1.70 Earnings per In..,8 1.95 
51 .. 57 .6B .16 .80 .62 .85 ." .95 ." 1.03 1.07 f,11 1.15 Dlv'ds Oecl'd per 51t c. 1.27 

\.95 1.72 I." 1.52 UB 1.58 1.29 121 1.16 1.85 2.50 2.14 1.85 '" 1.76 .65 .55 Cap'l Spending per ,Ii 1.45 
5." 6.16 6.53 6.95 7.45 1.86 B.53 8.9\ '.36 11.15 11.53 11.83 11.99 12.11 12.67 12.'5 tJ.4f1 Book Value eer stI 0 14.10 

53.15 57.67 59.10 "'." 61.48 62.59 6U3 66.18 67.31 76.61 76.70 74.61 73.23 7326 7327 72.00 11.50 Common Shs OUhl'g 6.9.00 
1r7 13.8 13.9 13.6 16.3 17.7 lIT 18.4 16.7 16.6 17.9 19.2 18.7 182 15.4 SoldfI(J fu.re Avg Ann'l Pte Ratio 1M 
1.03 .92 .81 .18 .85 \.01 .OS 1.01 .95 ." .95 1.04 .99 1.10 1.02 V.luel."" RelaUve PIE Rallo 1.50 

4.8% 5.4% 4.9% t8% 4.0% 4,1% 4.5" 4.6% 4.4% 4.1% 3.8% 3." 3.8" 3.11\ 4.1% ", .ru Avg Ann'l Dlv'd Yield 3.3" 
CAPITAL STRUCTURE B! of 10131/O~ 1107.9 63>0 1220.8 1529.7 1761.1 1924.6 17113 2089.1 1638.1 1700 1750 Reven~~ I~$~~ A 1m 
Tol;ll Debt $1098.5 mUlDue In 5 Yrs $220.0 mnl. ".0 655 622 74.4 952 1013 912 104.4 110.0 122.8 

34.7% 34.6% 33.1% 3H% 35.1% 33.7% 341'10 33D% 363% 28.5% '" 120 Net Profit $mn 135 
II Dl;!bl $732.5 mill, lT Interesl $55.\ min. 35.0% 3U" Income Tax Rate 35.0'10
(lT·Inlernleemelt. ~.1.1(·, 10lal'lnterest coverage: 

7.7% 5.9% 7.5% 6.1% 6.2% 5.8% 500/, 6.1% 5.3% 1.5% 7.0% 7.U% Nel Prnflt Marnln 7.0%3.5l) 
46.1% 47.6% 43.9% 42.2% 43.6% 41.4% 48.3% 148.4% 47.2% 44.1% 44.5% 45.5" long..Term ~~~ Ratio 47.0% 
53.9% 52.4% 56.1% 57.8% 5604% 58.6% 51.7% 51.6'10 52.8% 55.9% 55.5% 54.5" Common E"u Rallo 5lD% 

P6nslon Asntl-10/09 $184.3 ml1l. 978.4 1009,4 1051.6 ,,,,2 1514-9 151)92 1701.9 1703.3 1681.5 1660.5 1680 17'" Total ca~I::I~I$~I~ 1915 
Dblig. $195.3 mn!. 11J72.0 1114.7 1158.5 18\2,3 1849.8 1939.1 2075.3 2141.5 2240.8 231K4 2350 2375 Nel Plant $ml 2150 

Pld Slack r-b'le 6.3% 7,9% 7.8% 8.6% 7.8% 6" 12' 7.8% 8.2% 9.1% 6" 8.5% Return on Total Cap'l 8.5% 
12.1% 11.7% 1D6% 11.8% 11.1% 11.5% 11.0% 11.9% 12.4% 13.2% 13.0" 12.5" ReWm on Shr. Eqully 1l.0" 

Common Slack 73,295,803 shs. 12.\% 11.7% 106% 11.8% 11.1% 11.5% 11.0% 11.9% 12.4% 13.2% 13.0y. 12.5Y. Return on ComE~(lIt., IJ.O" 
n of 12111109 3.5% 3.0% 1.1% 3.t% 3.7% 16% 2.6% 3.5% 3.9% 4.8% '.0% '.0% Rel1llMd I~Cnm Eq '.0%
MARKET CAP: $1.9 billion IMld Cap) ", '5% ,,. ,<% 

BUSINESS: Pi2dmont Nalural Gas Comparly'" '" Is ~marlly a /l!gll' 8.4 years. NOrl-t'egulated oper.lfioos: sale of gas-powered heating 

7<% 10\\ 69% '" ,/% ". All DJv'ds to Net Prol 65% 
CURRENT POSITION 2008 10131109

1,\""-) "" 
Cas Assets 7.5 10 7.6 laled nahm!1 gas dislril:lulor, serving o..-er 952,469 Cllslomers in equipment; naluml 98s b/1)kemg: propen, sales. Has aboot1,621
Other 427.6 593.8 505.6 Norlh Cerair.a, Sooth Carolina, and TeMenee. 2009 revenue mi~: employees. Ottkers & f$imclors O'<Jn about 1.3% of common stock 
Curronl ~sels ~ 800.8 Sin rnidenlie[ (48%), commerce[ (28·"'), industrial (8%~ olher (16%). (1f10 proxy). Ch6irmM. CEO, & President: Thomas E. Skains. Inc.: 
Acc!s Payable 143.6 ,32.3 115.4 Principal 6upplielS: Transco and Tennessee Pipeline. Gas costs: NC. Address: 472Q Plel1mont RoVJ OrM!, Charlotte, NC 28210. Te[·Oabl Due 195.0 436.5 366.0 65.7% of revenues. '09 deprec:. rele: 3.4%. EsUmated plant age: ephnne: 704·364-3120. Intemel: lWN.'_piedmonlng.com.Olher 85.9 112.7 1'8.8 
CUrrerJlliab. JiR5 6813 600.2 Piedmont Natural Gas likely posted a factored into our reduced estimates. 
F[x. Chg. Cov. 341% 316% ".. modest earnings advance for the first The company sold half of its South· 
AN~UAL RATES Pllst Past E&I'd '01·'09 quarter of fiscal 2010 (ended January star Energy holdings, PNY rece1ved
01 cilaB;Jo (per 5h) 10Yre. HIS. lo'U.'15 31st), The company was ex;;:,cted to mue $57.5 millIon ($0.42 a share) from AGLReyenues 7.S,," '0% 2.0% 
"Cesh FlO\.... ' 5.S% 6.S% 2.5% financial results shortly a ter this report Resources for a 15% stake In Southstar. 
Eamings . S.O% 6.5% 4.0% went co press. Top line volumes probably That deal closed during the January Inter-
Dividends S.O% 4.5% 3.5% advanced in the low single-digit range, 1m and should provide a nice boost to cash.Book Velue 5.0% 4.% 3.0% 
flseDI QUARTERLY REVENUES ($ mITl.l A 

thanks to additional customer accounts, The downside Is that earnings contrlbu-
FUll and a firming up In natural gas pricing. tions from those holdings were startJng toye6r Flseal 

Ends Jan.31 Apr,3rJ Jul.31 Ocl31 Year Meantime, system throughput ought to pick up, but due to the diminished stake,
lID 677.2 531.5 224.4 278.2 1711.3 have advanced a couple of percentage will now fall by roughly 50%. 
2008 788.5 6341 354.7 311.7 2089.1 points as a result of colder-than-normal \\le have introduced our 2011 revenue 
2009 779.6 455.4 180.3 222,8 1638.1 weather patterns. Margins Ukely contin- and earnings estimates of $1.75 billion
2010 195 470 195 240 1700 ued to benefit from last year's rate-case in- and S1.70 a share. respectively, Contino
2011 'oa 480 210 255 1750 creases In North Carolina and lower 0ber- ued ~rowth In customer accounts, and theFlsC8[ EARNINGS PER SHARE AII ~~~~[ ations and maintenance expenses. On al- bene its from existing joint venturesYoar Jan,31 Apr.30 Jut31 OcL31Ends Year ance, profits probably rose apprOXimately should aU contribute to the antlcipated
2007 .94 .59 d.12 d.11 1.40 5% over that tlme frame. However, rebound jn the top and bottom lines,
2008 1.12 .66 d.l0 d.18 1.49 We trimmed SO.20 off our 2010 share- These neutrally ranked shares may
2009 1.10 .13 d.10 d.06 1.67 net estimate. PNY has proposed rate re- appeal to income-oriented accounts,2010 1.15 .15 dlD d.15 1.65 
2011 1.16 .17 d.09 d.f4 1.70 

ductJons for customers in North and South The eqUity offers a decent dividend yield, 

QUARTERLY DMDENDS PAID c. 
Carollna, due to the declining cost of when comJ:ared to other utlHties covered 

Cal. Full wholesale gas prices. The proposal would in the I lue LIne Investment Survey.
endar Mar.31 Jun.30 S~:,30 lke.31 Year lower residential bHling rates in each state Meantime, solid dividend~growth pros~ 
2(106 .23 24 

.2l." ."25 
.95 by roughly 5%. If It 1s passed. the new peets, an Above-Aver~e Safety rank (2),

2007 ." J5 .9' rates will have gone jnto effect on March and a top mark for rice Stability (100)
2008 .25 .26 .26 .26 1.03 1st. Meantime, diminished contl"ibutions are all pluses, 

I ~~~~ ~! .21 .11 .21 1.07 from the Southstar divestiture a.e a],o Bryan J. Fong March 12, 2010 

~I fI"'~'" '"', 0,,,,,,, 'hL 1m,y "",dd 10 101" ,,, '0 ",,",. '" 'h"" I" Do" '''~"L "" ,~i1,"" 5% di"""1. Company's flnanelal Strength ,.. 
Onut earnings. Excl. extraordinary item: l;Iulslanding, lot Inclucles deferred charges, In 2009: $31.6 

To subscribe call 1·801)-833·0D46. 
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SOUTHWEST GAS NYSE·SN!( 
IrECENT 29 561rJE 14 6e""" 1(9) RELATWE 0861DrfD 3.4%PRICE I RATIO I Median: 19.0 P~ RAT~. YlD 

n"'EUNESS 3 "'"""" 
High: 29.' 23.IT 24.7 25.3 23.6 26.2 28.1 39A 39.9 33.3 29.15 29.6 Target Price Ran~eLow: 20.4 16.9 18.6 18.1 19.3 21.5 23.5 ".0 26.f> 21.1 17.1 26.3 2013 2014 20 5

SAfETY 3 l.mi'fffll1l4!:l1 LEGENDS 

2 Raise<l2n&10 -~~~=~~l! ... SOTECHNICAL . . .. R~IiY! . StrengUl ~4 508ElA .7S (1.oo-MIItl'l) 
°.r~~;/B~B· pIIOl flnllDl = " 2013·15 PROJECT!ON. LBIe31 receniotl bfglJrt Itl'JT :sal '" "Ann'! Total .~ "I' , /' 

30Priet 1>11\1 Retum I'" 1= , 
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% TOT. RETURN 2110Instltutlonal DecIsions ;!J.: '" 

~_., Ja2ll~ "".. Porcenl 9 
~:,~,- STOCK ~" 

I~Buy " 85 13 sharn • ...~..""., ". S2.S IDU 

l:tl " " " .. lrllded , 
-"~ ". ·14.9 ,. 

R .. 32859 32802 33100 ". ".1 30.1 

1994 1995 1996 1997 1998 1999 2000 200' 2002 2003 2011 0VALUE UNE PUB. IN 3015 
28.16 23.l13 24.OS 26.73 30.17 302. 32.61 42.98 ".. 3HB ~0.I4 43.59 48.41 50.28 48.53 4".00 42.t5 44.70 Revenuu persh 515.00,." 2.65 3.00 3.65 4.48 4AS 4.57 4.79 5.07 5.1\ 5.57 5.20 5.97 6.2\ 5.76 6.15 ." 6.80 "Cull Row' per 5h 1.50 

1.22 .10 ." .77 1.65 1.21 121 1.15 1.16 U3 1.66 12' 1.96 1.95 1.39 1.9< 2.115 2.211 EarnIngs per 511 A US 
.5O .82 .82 .82 .82 .82 82 .82 .82 .82 .82 .82 .82 .. .90 ... 1.00 1.05 Dl~'ds Decl'd per sh D-t 1.20 

'" 6.79 8.19 6.19 6.40 7,41 1.04 8.17 .." 7.03 8.23 7.49 8.21 7.96 6.79 4.80 '" U, ap'l Spending per 6h ... 
16.311 14.55 1420 14.09 1$.67 16..31 16.82 17.27 11.91 18.42 19.18 19.10 21.S8 ,,,. 23.49 24.46 2~.10 27.65 Book V~IUll per sll 30.00 
21.2~ 2U7 26.73 21.39 30.41 30.99 31.71 32.49 3329 3423 36.7 39.33 41.71 42.81 44.19 45.09 46.00 41.00 Common Slls Ou\s1'g C 30.00 

14.0 N", NMF 24.1 13.2 21.1 16.0 19.0 19.9 19.2 14.3 ,,. 15.9 17.3 20.3 122 bid".. ~.... Avg Ann'l PIE Ratio f5.1) 
.92 N"' "'IF 1J9 ." "0 1.04 .91 1." 1." .16 1.10 ... .92 1.22 .80 ''', "" Relative PIE Ratio f.OO 

4.7% 5.4'10 4.1% 4.4'A, 3.8% 3,1% ." 3.8% ,,% 3.8% 3.5'10 3.2'10 2.6'1'. 2.6'10 3.~, .... .", "u Avg Ann'l Dlv'd YIeld l.'" 
CAPITAL STRUCTURE as 01 12/31109 1034.1 1396.7 1320.9 1231.0 1477,1 1714.3 2024.7 2152.1 2144.7 1893.8 1915 '10' Revenu~; ~S"mml 2800 
Toilli Debt $1270.7 mill. Due in 5 Y~ $496.3 mul. 38.3 37.2 36.6 38.' ".9 48.1 60.5 83' 61.0 67.4 95.0 "' NelProfi! mill 115IT Debt $1269.4 mill LT Inleresl $65.0 mil. 26.2% 34.5% 32.8% &l.5% 34.8% 29.7% 37.3% 36.5% 40.1% 34.0Y. 35.0''' 36.0'1. Inl;Ome Tax Rate 36.0"(Tolal inleresl coverege: 2.6K) 

3.7% 2.7'.4 '" 3.1% 4.0% ,,% 4.0'10 3.9% ,., 4.6'.4 '.8% 5.2% Ntl Profit MarnJn 4.8%LJlISes, Unc.apllalized Annual Jenlals $5.0 milL 
PensIon An~ls·12/09 $418.5 min. 60.2% 562% 62.S% 66.0% ".2% "" 60.6'10 58.1'10 ",. 53.5% 51.0''' 50.0% long.Term Debt Ratio 48.5% 

Obllg. $648.6 mit 35.8% 3S,6% 34.1% 34.0% 35>' 36.2% 39,4% 41.9% 44.7% 46.5'10 49.0% 50.0" Common Enullv Rallo 51.5"
Pfd Slock None 1489.9 1417.6 1146.3 1651.6 1968.6 2076.0 2261.6 2349.7 2323.3 2312.0 "" '60' Total C~~l;lal ~~~il~ ms 

1666.1 M25.6 1979.5 2175.7 2336.0 2489,1 2666.1 2845.3 2983.3 3034.5 3m 3200 Net Plant $mll '60' 
Common Siock 45.228.164 slls. 4.6% 51% 0% 4.2% 5.0'10 4.3% 5.5% 5.5% ... 5.Sr. U% 6.0% Return on Tolal Cap'l 6.5% 
nor1117/10 6.5',1, '" ,. 6.1% 8.3% 6.4% 8.9'10 8.5'10 5.9'10 7.9f, lOll 8.5% Return on SIll. EqUity 9.0% 

1.2% '.6'.4 6.5'1. 6.1% ,,% 6.4% 8.9% 8.5% 5.9% ,... .'" 8.5% Retum on Com E~u;i.. ..'" MARKET CAP: 51.3 billion (Mld Capl 2.4'10 1." 1.'" 1.1% 0% 2.2% 52% 4.8% ". ..'" 4.or, 4.5".4 Relalned 10 Com Eq ..'" CURRENT POSITION 2007 2008 12131/09 61% 11% '" '" 49% 65% ,,% ... ,,% 49% '8% ". All DIv'ds 10 Hel Pro! 44% 
~U.I BUSINE.SS: Southwest Gas Corporation is iI regula1ed gas dis \herms. Sold PriMeril Bank, 7/95. "las 4,450 employees. Off. & Dil.Cas Assels "" 26.4 65.3 

Olher 470.5 411.7 352.3 tribulor servlnQl epprOKimalely 1.6 milliem Cilslomers in sec!ions ol own 2.0% of common sloclc; T. Rowe Price A9rodales, Inc.• 7.0%;
Currenl Assets ~ 436.1 """4Tf]: Art2lrl!l.. Nevad~. end California. Comprised 01 two busin.ess seg B<lrclays Global InveslMs. 6.6'.4: GA'-4CO Irlvestors. Inc.• 6.4%
Accts Payable 220.7 HilA 158.9 manls: natural gas operations and constllJCtion services. 2009 mar (3IOg Proxy). Chairman: James J. Kropid. CEO: Jeffrey W. Sb.aw.Oebt DUB 47.1 62.8 1.3 gin ml:t: residential end small commercial, 86"10; Iilrve commercal Inc.: CA. Ad~ess: 5241 SprinQl Mountain Road, Las Vegn, Ne·Olher 260.1 255.7 314.0 
Curren1 Uab. """"52f.9 ""109.9 474.2 and industrial, 4%; lransponatioo, 10%. T01a11hr0lJ9hput: 2.2 blTIlon 't'iIda 89193. Te.lephone: 702-876·72J7.InI'mel: www.sY1Ias.com. 
FIX. ell'< COy. 229% 224% 251% Southwest Gas began 2010 on a sOWld approved revenue increases help Jt to cope 
ANNUAL RATE.S Put Past Esr'd '07·'09 note, despite a challenfJng operatln~ envi with t"0wth in operating expenses.
of dwlg.e (pel sh) 1DVrs. 5Vrs. 10'1:1-"5 ronment. The bottom ine should urther The oard has recently approved aRevenues 6.0% 4.5% 2.0,", 

benefit from highe, ,ates In the comfany's divJdend Jncrease of roughly 5%. Sta,t·"Cash Aow" 4.5% 3.5% 4.0% 
Earnings 7.0% 9.0% 8.0% service territories (discussed below and Jng with the June ~ayout. the ~arteilf-
Olvidends 0.5% 1.0% 5.5% JmpiOved cost controls. Modest custome, dividend Is now SO. 5 pe, sha'e. his fo -Book Value 4.5% 5.0% 4.5% growth should also help. Ove'alt. we antl  lows othe, dividend hikes in ,ecent years. 
c.· QUARTERLY REYt~~S IS mill) Full cipate a moderate bottom-Hne advance at We find thIs pattem encouraging and ex

endar Mar.31 Jun.H Se .30 Dec,31 Year Southwest Gas for the current year. pect It to continue. 
2007 793.7 426.6 371.5 560.3 2152.1 Growth will probably continue from 201] But the stock is not without risk. 
2008 813,6 447.3 314.4 509.4 2144.1 onw8'd. The company has ,educed Its cap Wanner-than-usual temperatures during
2009 589.9 387.6 317.5 498.6 1893.8 Ital expenditures, given the current low- the Winter months can hurt profitability at 
2010 715 415 335 510 '915 growth environment. The southwest was Southwest Gas. Also, the company wlll
2011 74' .., 36' 560 2tOO one of the natJon's hardest hit regions dur probably incur greater costs as it contln-
Cal- EARNINGS PER SH4RE A 'oU ing the housing crisis. Even so, outhwest ues to expand operations. Mor-eover. in

endar Mar.31 Jun.30 -8";.'30 D!c.31 Year Gas continues to upgrade and expand its sufficient, or Jagging. rate relief can also 
2007 1.17 d.01 d.22 1.01 1.95 distributIon system. and we expect fnvest hurt performance.
2008 1.14 d.06 d.38 .71 1.39 ment in ope,ations will gradually rebound These shares rClllain neu trally ranked 
20n9 1.12 If.01 d.1S 1.02 1.94 in the coming years. for year-ahead relative price perform
2010 1.20 Nif d.20 1.05 'OS The company is benefiting from ance. LookIng further out, we antIcipate
2011 1.25 Nil d.15 1.10 2.20 recent rate relief. Southwest Gas has soUd bottom-Une g,owth at the company 
Cal· QUARTERlY DMDEHOS PAID S. Full realized higher rates In Nevada, Callfor over the pull to 2013-2015. Income

endllr Mar.3t Jun.3/1 S;~~30 Dec.31 Year nia, and Arizona. In addition, SWX now oriented accounts may find this Jssue's 
2006 .205 .205 .20' .205 .82 has Improved rate design In Nevada that dividend ~th prospects attractive. That 
2007 .205 .215 215 .21~ .85 allows It to more aggressively encourage said, tota return potential for the coming
2008 .215 .225 .225 .225 .89 conservation by Its customers. The compa years is not particularly compelUng. from 
2009 .225 .238 .236 .238 .94 ny's focus on procuring rate rellef and im the present quotation.
2010 .238 .250 provIng rate design Is important, as such Atfichae1 NapolJ, CFA March 12. 2010 

'" ''I' ,",,' "'''"od.•ru. ''''1d" "IA) ''''d rooodi" N,. '.,. "p,n d" ,., I 1''',.IC) " mini,,,. . c,mp,"(" "",00'" St"'9'" ,ll1en diluted. Exc. rloruec. ~inS sasses}: '97, ~nllearly M~h' (6) Dividends hislorically paid Slack's rica Stability HIO 
16¢; '02. (lOt); '05. ~11t); .7. Exd. loss e~r\y March. une. Sep!ember. December. -1 Prlcl! Growlh PersIstence 65 
from lfisc. O~S.: '95, st.. Totals rnay not sum Wd leirrveslmen1 and stock purchase p1~n 

c 201a, Valv! 1ft PI.d~. flIt.", 11!1oefnd. ra~ ll\II(l!rIBlls ob\Ml!d fn:rn SOII"ceJ b~!'ft'Il1(I til! fti.!lIl2 and b pnmd~d II'llhol.t l'nl~lJUl at l/(IY kind. • • 
THE PUBUSHER-ISHOT ~PO'lSlBl.mR-AlN ERRORS OR-OMISSIOIIS HEREI"'. ~J*lI~1Il b~'Cll JU!J5oiler'$ 01"11\ ral<Olllll'lOfDlll.invnaluu. N~p.lTI I • ,'. , I I. II' ,
tt ~ IT1l' bl! resold. SlCll'l'l (J nnsm'tI!d il SKtraYc (J h '(JIll, (J \a" cr mn . 'rled (J 6ecl111lit O\Q\ $tl"o\ce (J )l'fIdn,- ........ ...... ......
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B Sased an diluled shares. Eldulles oon- thange m shares outstanding. Next eamlngs IO}lnclodes deferred cha~s and intangibles, Stock's rlee Stablllly 100 
reCUrriQi losses: '01. (13¢); '02, (34¢): '07, report due late ApriLJC) Dividends hlslortcal¥ 'D~, SJB5.7 mIllion. $7.7115. Price Growth PersIstence 50 
(4¢); '0 , (t4¢) diseo.'ltinuel! apera~ans: '06, pllId Ilalti febnr.uy, By, August. and Novem· (E) In millions. adJusled rO( slock split Eamlngs Pr~dlclabmty 95 

WGL HOLDINGS NYSE.\\G. 
IrECENT 33 531f~ 14 6(T"'''ng

: 13.7) RELATWE 0861~fI"o 4,4%PRItE • RATIO , Median: 15,0 PIE RATm, YLO 

nMEUNESS 4 Lmltred lVZ1.vl Hlll~T 29.4 31,11 30.S 29,5 26.8 31.4 34.6 33.6 35.9 37.1 35.5 34.5 Target Price Ran~e 
Low' 21.0 2'.8 25.3 19' 23.2 26.7 26.8 27.0 29.8 ".. 28.S 31.0 2013 2014 20 5 

SAf£TY 1 RaIsed 4.'219) LEGENDS 

""2 Rmedl/lV1D ~ld~~~,e BOTECHNICAL • • •• Rela\ilte • e Slrenglh ~~ "BETA .65 1l.OO .. Manel) ~V:e,; pi« remJioll ;t.... 50 
2013·15 PROJECT1~~.f Total ~! 

..... ..... 
"hreJI fecessJr!rl begMl 12107 

t{.,;< ","'11 "'II J. ._ ... .....
.'1< ".,1'1 III 30

Pr\~e Gal~ 1 Return " I, ,,--j_ ,." ,II ",,' ,,,, 
"tiQh 45 (+35% 11~ ',1'&1 " >Dlciw 35 '+5% 5". 
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% TOT, RETURN lIl0 

Instltutlonal DecIsions 1HI5 VlARIIH.,.., ZllrDII 
97 85 """ " •""-~No 18.9 

""" Ilillt! 
~Percent "1:-," \ yr. 13.1 101.8 

~~ " 96 
~her~. 

"."' 30919 31333 " 3yr. 0.' ~" " ulldl!ld 6
31&43 -.' Syr. 33.2 "., 

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 ZOOS 2006 2007 2008 2009 2010 2011 CVALUE WlE PUB~ IIlC 13·15 

~1.69 19.3il 1.2.19 2U6 23.14 10.92 1.2.19 "50 32.63 4~.45 42,lD H.94 ~.96 53.51 52.65 5U8 53.00 5ol.00 Revenues persh A 57.30 
>43 2.51 '93 3,02 2.79 V4 320 3.24 ,., 4.00 3.81 3.91 3.84 3.89 4.>1 4.44 4.20 ,U5 ''Cash Flow" per ah 4.70 
1A2 lA5 1.8~ 1.85 1.54 1.47 1.79 1,88 1.14 2,30 1.98 2.13 1.94 l09 2.44 2.53 UO 
1.11 1.12 1.14 t17 1.10 1.22 126 117 126 '.30 131 1.35 1.37 1.41 1.41 1.51 '" hrnlngs per ah B 270 

'" 1.55 Dlv'ds Oetl'd ner ah c. 1.67

", 2.63 '-85 ),20 ',62 ),42 2.61 2.68 ,,,, 2.65 13' 2.32 3.27 J.33 2.70 2.71 3.00 25O Cap'l Spendine per 'II 2.50 
11.51 11.95 12.19 13.48 ll86 14.72 15.31 1624 15.78 1615 16.95 11.60 111.86 19.83 20.99 21.89 22.65 23.55 Book Value p!!J 5h 0 26.75 
42,19 42.93 43.70 43.70 43.84 46.47 46.47 <8 .. 48.55 48.63 48.67 48.65 48.89 49.45 49.92 SO,14 SO.OO SO." Common Shs OLllsl' 5O.0D 

14.0 121 11.5 12.7 112 11' 14.6 14.7 23.\ II.! Il1 14.7 15.5 15.6 13.7 12.6 B<>Id rlfl Ins ... Avg Ann'l PIE RoIlio 15.0 
.92 " "'0% 

,72 ,13 ,99 .95 ,75 '15 ,OJ .75 ,76 ," .OJ .B1 83 V111l1~u.. RelaUve PIE RaUo 1.00 
5.6% 6.1'10 5.4% 4.5% 4.8% 4.£% 4.6'''' 4.B'Io 5.0Y. ~.5%4.6'10 '2'11 4.2% ..,.. 4,6'10 ..~ .In Avg Ann' DI....d YIeld .4.1% 

CAPITAL STRUCTURE as 0112131/09 1031.1 '446.5 1584.8 2064.2 2089.6 2185.3 2637.9 2646.0 2628.2 2706.9 265D 21" Re~Rue~ I~m~:\) A 2aG5 
Tolal Oebt $871.9 rriil. Due In 5 YIS $256.1 mill. 6" 89.9 55.1 112.3 98.0 10" 96.0 t02.S 122.9 128.7 '" '25 thtProli! $mnl 135
lT Dabt $512.8 mUI. LT Inl~rt11 $40.4 mil. 36.1% 39.6% 34.0% ,ao. 38.2% 37.4% 39.0% 39,\% 37.1%

". 
39.1% 37.0% 36.0% Ineom~ TaJ Rate 31.0"(lTinterest earned: 6.2.l; \D1a! interest coverage: ..,.. ,,. 3,5'.4 4.7'.4 4,8% 3,S1\ 

"0% 37.8% '" 4.1'10 4.8% 4.5% 4.5" Net Profi, Mar In 4.8"A5.7x) 
Pension knels·9/09 S5~.O mil. 43.1% 41.7% 45.7% 43.8" 40.9% 37" 35,9% 33.3% 36.0% 35.0% long.Tlrm Debt Rallo :U.Or. 

Obllg. $678.1 mil. 54.8% 56.3% 52.4% 54.3% 57.'" 56.6% 60.4% 60.3% 62.4% 65.0% 62.5% 63.5% Commllll Eouilv RallD 6U% 
Prererrod Slock $28.2 mib. Pld. Ol(d $1.3 mm. 1299.2 1400.8 1452.5 1454.9 1U3.6 1418.1 1526.1 1625.4 1679.5 1687.7 1810 1855 Toial C~~~t:l \~:nij 2D75 

1460.3 1519.7 1606.8 1874.9 1915.6 1969.7 2067.9 2150.4 2208.3 2269.1 2330 2395 Net Plant Smll 1&" 
C:ommtln Stock SO,302,721 shs. 1.9f. 7.9% 5.3% 9.1'10 8.2", 8.5% 7.6% 7.6% 8.5% 8.6% 7.5% 8.D"" Return on Total Cap'j I./)% 

as 011/n'10 11.4% 11.0% 7.0% 13.7% 11.5% 11,7% 10.1% 10.2% 11.4% 11.4% 10.0l' 10.5" RelLrrn on Shr. Eq~~~ 1D.5% 
11.7% \1.2% 7.2% 14.0% 11.7% 12.0'10 10.3% 10A% 11.6% 11.6% 1D.5% 1t.0% Return on Com E~ur 11,0% 

MARKET CAP: $1.1 bUllon (Mid Cap) 17% 3.B% NMF '2' <\.1% 4.6'10 32'11 3.5% 5.0% 5.0% 3.5% 4.D" Retmlned 10 Com Eq 4.11% 
CURRENT POSITION 200a 2.009 12.131109 

Cas Assets 7.' 13.6 '" '" WGl HOlcIIlQs. Inc. Is the parent of WashingtOl'l Gas ~des 

\12% SS. 
'.1 '" '" '" "" 57' 

energy related produds in the D.C. mel/o area: Wasil. Gas 

57% ,.. 63% AU Dl'lds to Nil Prof 61% 
f'lLl 

BUSINESS: 
Other 736.1 675.6 852.1 Ught. a netural gas distribulor in Washinglon. D.C. and adjacenl EnerllY 5Y5. deslgnsiinslaUs cornm'l heBUng, venlil8Ung, Rnd elr 
Current Assets ~ ~ 665.7 IIreRS of VA and MO to residont'l and c:omrn1 users (1,06<1,071 amd. 5ys\ems. Ameritan Century In.... own 7.7% ar a:rnmon slack;
Accts Payable 24J.1 213.5 271.3 meters). HRmpshire Gas, a fed!lfar~ regulale::! sub.• operates an OflJdir. less IMn 1%(1/10 pro)';)'). Chnnn. & CEO: Terry D. MtCal-Debt Due 347.0 266.5 259.2 underground gas-starage Illcllily In VN. NOl'l-legulaled subs.: lislllf. Inc.: D.C. and VA. Addr.: 1100 H SL. N.W., Wilshinglon, D.C.
Oth" 158.4 154.6 244.5 
GUH~~Uab. 1m 634.6 n5.0 Wash. G8~ Energy S...cs. sens and deliYef$ nalural gas end Il'O- 20080. Tel.: 202-624~10.lnlemet: \·I\·/W,wglholdings.com. 
File:. C . Cov. 533% 535% 
ANNUAL RATES P.,sl"'"' PUI Est'd '07·'09 flscal 2010 (be~an October 1st). Reve- WGL's balance sheet and overall fl-

WGL Holdings is off to a so-so start in about 9% this year. 

ot tha~ (per sh) 1nYrs. SYrs. 10'1]·'15 nues declined 1 % in the first quarter. nandal position appear to be improv.
Revenues 9.0% 6.5% 1.0"-' 
"Cash Row' 4.0'.4 4.0% 2.0% This stemmed from diminished volumes at ing. The company s cash reserves in-
EarnIngs 4.0% 5.5% 2.5% the regulated ut1llty business due to soft creased approximately 74% so far thts 
Dividends 1.5% 2JJ% 3.0% pricing and customer conservation. But year. giving way to a nice financialBook Valull 4.0% 5.0% 4.0% this was partially offset by rising volumes cushion. Meantime, the debt levels remain 
FI'eei QUARTERLY REVEtlUES ($ mm.j" Full at the non-utl1.lty operations, Meantime. at easily serviceable levels.Yur Fise,l"". Oec.31 Mar.31 Jun.30 5ep.30 Yeer the design·build unit did not make We have introduced our 2011 tob · and 
2007 732.9 1119.9 457.5 325.7 '646.0 meaningful contributions to the bottom bottom-line estimates of $2.7 illion 
2008 751.6 1020.0 454.1 391.9 2628.2 line this past quarter as profitability fell and $2.45 a share, respectively. The 
21109 826.2 1040.9 427.0 412.8 2706,9 into negative territory. Still, decreases In regional economy js startIng to show InI-
2010 727.4 1050 455 417.6 2650 the cost of gas minimIzed the bottom-line tial signs of a recovery. As the company
2011 740 1060 '" than we had expected. Nonetheless. tlves. additional customers, and clean en~ '" 2700 decline to roughly 2%. which was better continues on that road, efficiency initla-

IIFiscal EARNINGS PER SHARE A Full
Year Det.31 Mar.31 JlIn.30 Sep.30 Fiscal 
"'d. Year For the time being. we have left our ergy programs will only help to bolster its 
2001 ,91 127 .22 d.31 2.10 2010 earnings estimate unchanged. We profitablllty and send earnln9s hIgher.
2008 ,S' 1.66 .06 d.24 '-', look for the top lIne to relister a low These shares are ranke to lag the 
20Q9 1.03 1.65 .11 d.t5 '-53 single-digit decline this year. his ought to broader market in the coming year.
10" 1.01 1.55 .05 d.3! ,.,. 

stem from the continued depressed natu- However, the stock price has remained
2011 1.05 1.59 ,07 d.25 2.45 ral gas prices. Still, despite weak revenue stable throughout the financial market 
C~I· OOMHERlY DIVIDENOS PAID c. Full volumes. the regulated utility segment has turmoil and all· but-officially ended reces-

endar Mar.31 Jun.30 Se".30 Dec.31 Year seen a 10.300 increase in active meters sion. ThIs bears out its Above-Average 
20Q6 ,333 ,336 .336 ,336 1.35 over the past 12 months. Meantime, the Safety rank and high mark for Price 
2007 .34 .34 34 ,34 1.36 retail energy marketing segment has been Stability. These features, coupled with an 
2008 ,34 ,'6," ." " more-favorable weather patterns. On bal· conservative income·orIented accounts. 

1.42 experiencing higher realized margins and attractive dividend yield. may appeal to 
2009 .37 .37 ,37 1.47 
2010 ,37 ance, we expect share net to contract Bryan J. Fong March 12, 2010 

IAI ""., y"" god 5"C 301h. 1115/1. auy .,•. ""y 001 "m I, ".,, d" 'n", .D'.'eo' "1o",,,,,,, pi" ".',bI,. compan~'s Flnenclal Strength , 

TD subscribe £0111·800·833·0046. 
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Missouri-American Water Company
 
Indicated Common Equity Cost Rate
 

Through Use of a Risk Premium Model
 
Using an Adjusted Total Market Approach
 

Proxy Group of 
Proxy Group of Six Eight AUS Utility 

AUS Utility Reports Gas 
Reports Water Distribution 

Line No. Companies Companies 

1.	 Prospective Yield on Aaa Rated 
Corporate Bonds (1) 5.68 % 5.68 % 

2.	 Adjustment to Reflect Yield Spread
 
Between Aaa Rated Corporate
 
Bonds and A Rated Public
 

Utility Bonds	 0.52 (2) 0.52 (2) 

3.	 Adjusted Prospective Yield on A Rated
 
Public Utility Bonds 6.20 % 6.20 %
 

4.	 Adjustment.to Reflect Bond 
Rating Difference of Proxy Group 0.00 (3) 0.14 (4) 

5. Adjusted Prospective Bond Yield	 6.20 6.34 

6. Equity Risk Premium (5)	 4.61 4.19 

7.	 Risk Premium Derived Common
 
Equity Cost Rate 10.81 % 10.53 %
 

Notes: (1)	 Derived in Note (3) on page 37 of this Schedule. 
(2)	 The average yield spread of A rated public utility bonds over Aaa rated corporate 

bonds of 0.52% from page 35 of this Schedule. 

(3)	 No adjustment necessary as the average Moody's bond rating of the proxy group of 
six AUS Utility Reports water companies is A2 as shown on page 34 of this Schedule. 

(4)	 Adjustment to reflect the A3 Moody's Bond Rating of the proxy group of eight AUS 
Utility Reports natural gas distribution companies as shown on page 34 of this 
Schedule. The 14 basis point adjustment is derived by taking 1/3 of the spread 
between Baa and A Public Utility Bonds (1/3·0.41% = 0.14%). 

(5)	 From page 5 of this Scheduie. 
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Missouri-Ame-rican Waler Comoany 
Comparison of Bond Ratings, BU$ine55 RisJt and Financial Risk Profiles for 
the Proxy Group of Six AUS Utility Repot1s Water Compat1les 

end the Proxy Group 01 Eight AUS UUlily Repot1!J NetNBl Ges Distribullon Companies 

Moody's 
Bond Ratino 
April 2010 

Bond Ratino 
April 2010 

Standard & Poor's 

B"'" 
~ 

Numerical 
Weighting (1) 

Bond 

~ 

Numerical 
WelghUng (1) 

Credit 
Rating 

Numericel 
Weighting (1) 

Business Risk 
Profile (2) 

Numerical 
Welgl'rtlng (1) 

Financial Risk 
Profile (2l 

Numerlc.al 
Weighting (1) 

Average 

Proxy Group of Six AUS Utility Report:l Water 
Companies 
American States Water Company (3) 
Aqua America, Inc. (4) 
California Water Services Group (5) 
Middlesex Water Co 
sm Corporation (6) 
Yor1c. Water Company (The) 

A2 
NR 
NR 
NR 
NR 
~ 

~ 

6.0 

6.0 

A 
AA
M
A 
NR 
~ 
~ 

6.0 
4.0 
4.0 
6.0 
-
7.0 
5.4 

A.. 
A. 

A
NR 
.&...
_A__ 

6.0 
5.0 
5.0 
7.0 
-
7.0 
6.0 

ExceUel1l 
Excellel1l 
Excellel1l 
Excellent 

NR 
Excellent 
Excellent 

1.0 
1.0 
1.0 
1.0 
-
'.0 
1.0 

Intermediate 
Inlermediate 
Intermediate 
Intermediate 

NR 
Intermediate 
Intermediate 

3.0 
3.0 
3.0 
3.0 
-
3.0 

---3.-0 

Proxy Group of Eigh1 AUS Utility 
Reporls Gas Distribution 
Companies 
AGL Resources Inc (7) 
Atmos Energy Corporation 
Della Natural Gas Company,lnc. 
Laclede Group, Inc. (Tha) (8) 
Northwest Natural Gas Company 
Piedmont Natural Gas Company 
Southwest Gas Corp 
WGl Holdings. Inc. (9) 

Average 

A3 
Baa2 
NR 
A2 
Al 
A3 
Baa3 

~ 
~ 

7.0 
'.0 
-
6.0 
'.0 
7.0 
10.0 
6.0 
-7.-'-

A
BBB+ 
NR 
A 
AA
A 
BBB 

M:...
_A__ 

7.0 
'.0 --
6.0 
4.0 
6.0 
9.0 
4.0 
6.3 

A
BBB+ 
NR 
A.. 
A 
8BB 

~ 
_A__ 

7.0 
8.0 

6.0 
5.0 
6.0 
9.0 
4.0 
6.0 

Excellent 
Excellent 

NR 
Excellent 
Excellent 
Excellent 
Excellent 
Excellent 
Excellent 

1.0 
1.0 
-
1.0 
1.0 
1.0 
1.0 
1.0 
1.0 

SigniOcant 
Significant 

NR 
Intermediate 
Intermediate 
Intermediate 
Aggressive 

Intermediate 
Slqnificant 

4.0 
4.0 
-
3.0 
3.0 
3.0 
5.0 

___3._0 

4.0 

Notes: (1) 

(') 

(3) 
(4) 
(5) 
(6) 
(7) 

(') 
(.) 

From page 3 of Schedule PMA-11. 
From Standard & Poor's Issuer Ranking: U.S. Investor-OYmed Water Utilities, Strongest to Weakest, March 2,2010 and U.S. Natural 
Gas Distribution and Integrated Gas Companies. Strongest to Weakest Marcil 2. 2010. 
Ratings, business risk and financial rlsk profiles are those of Golden State W<Jter Company 
Ratings, business risk and financial risk profiles are Ihose of Aqua PeMsyMlnla, Inc. 
Ratings, business risk and financial risk profiles are those of Califomia Water Service Company. 
Ratings, busIness risk and financial risk profiles are those of San Jose Water Company. 
Ratings. buslneu risk end financial risk profiles are those of Atlenta Ges Light Company. 
Retlngs, business risk and financial risk are those of LBdede Ga:J Compeny. 
Ratings, business risk and financial risk profiles are those 01 Washington Gas Light Company. 

Source Information: Moody's Investors Service 
Standard & Poor's Global Utilities Rating Service 
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MoOdy'S
 
Comparison or Interest Rate Trends
 

for the Three Months Ending febllJarv 2010 (1)
 

Spread. Corporate v. Public Utility Bonds 

Months 

Corporate 
Bonds 

Aaa Rated Aa Rated 
Public Ut,ility Bonds 

A Rated Baa Rated 

Aa (Pub. Utll) 
over Aaa 
(Corp.) 

A (Pub. Uti!.) 
over Aaa 
(Corp.) 

Baa (Pub. 
Uti1.) over Aaa 

(Corp.) 

Oecember-09 
January-10 

Febrtlary-10 

5.26 
5.26 
5.35 

5.52 
5.55 
5.69 

5.79 
5.77 
5.87 

6.26 % 
6.16 
6.25 

Average of last 
3 Months ~% ~% ~% ~% ~% ......21L% 0.93 % 

Notes: (1).AJ1 yields are distributed yields. 

Source or Information: Mergent Bond Record, March 2010, Vol. 77, No.3. 

Spl'l!ad - PUblic Utilitv Bonds 

AoverAa Baa over A 

~% ~% 
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Schedule PMA-23 
Page 36 of 49 

Schedule PMA-11 
Page 50f9 
(UPDATED) 

Missouri·American Water Company
 
JUdgment of Equity Risk Premium for
 

the Proxy Group of Six AUS Utility Reports Water Companies
 
and the Proxy Group of Eight AUS Utility Reports Natrual Gas Distribution Companies
 

line Proxy Group of Eight 
Proxy Group 01 Six AUS Utility Reports 
AUS Utility Reports Gas Distribution 

No.	 Water Companies Companies 

I! 
1. Calculated equity risk
 

premium based on the
 
total market using
 
the beta approach (1) 5.07 % 4.23 %
 

2.	 Mean equity risk premium 
based on a study 
using the holding period 
returns of public utilities 
with A rated bonds (2) 4.15 4.15 

3. Average equity risk premium 4.61 %	 4.19 % 

Notes: (1) From page 37 of this Schedule. 
(2) From page 39 of (his Schedule. 

I:
 

,.
 
Ii
 
1\ 



Schedule PMA-23 
Page 37 of 49 

Schedule PMA·ll 
Page 6 of9 
(UPDATED) 

Missouri-American Water Company
 
Derivation of Equity Risk Premium Based on the Total Market Approach
 

Using the Beta for
 
the Proxy Group of Six AUS Utility Reports Water Companies
 

and the Proxy Group or Eiaht AUS Utility Reports Natrual Gas PistribuliQo Companies
 

Line 

1. 

2. 

Arithmetic mean total return rate on 
the Standard & Poor's 500 Composite 
Index· 1926-2009 (1) 

Arithmetic mean yield on 
~a and ~ Corporate Bonds 

1926-2009 (2) 

3. Historical Equity Risk Premium 

4. 

5. 

Forecasted 3-5 year Total Annual 
Mar1l:et Return (3) 

Prospective Yield an ~a Rated 
Corporate Bonds (4) 

6. Forecasled Equity Risk Premium 

7. 

B. 

Conclusion of Equity Risk Premium (5) 

Adjusted Value Line Bela (61 

9. Beta Adjusted Equity Risk Premium 

Proxy Group of Six AUS Utility
 
Reports Water Companies
 

11.80 % 

16.10} 

5.70 % 

12.99 % 

(5.68) 

7.31 % 

6.51 % 

0.78 

5.07 % 

Proxy Group of Eight AUS
 
Utility Reports Gas
 

Distribution Companies
 

11.80 % 

(6.10) 

5.70 % 

12.99 % 

(5.68) 

6.51 % 

0.65 

4.23 ok 

Notes: (1) From Ibbotson SBBI· 2010 Valuation Yearbook - Market Results for Stocks Bonds Bills and Inflation for 1926-2010. 
Morningstar. Inc.. 2010 Chicago. IL. 

(2) From Moody's Industrial Manual and Mergent Bond Record Monthly Update. 

(3) From page 43 of this Schedule. 

(4) Average forecast based upon six quarterly estimates of ~a rated corporate bonds per the consensus of nearly 50 
economists reported in Blue Chip Financial Forecasts dated April 1. 2010 (see page 38 of this Schedule). The 
estimates are detailed below. 

Second Quarter 2010 
Third Quarter 2010 
Fourth Quarter 2010 
Firsl Quarter 2011 
Second Quarter 2011 
Third Quarter 2011 

Average 

5.30 % 
5.50 
5.60 
5.70 
5.90 

~ 

~% 

(5)	 Average of the Historical Equity Risk Premium of 5.70% from line No.3 and the Forecasted Equity Risk Premium of 
7.31% from line No.6 ((5.70% + 7.31%) /2 =6.51%). 

(6)	 From page 40 orthis Schedule. 



Maturities 

Corporate Bond Spreads 
Aa Of week ended Marcl119, 2010 
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Schedule PMA-23 
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12. BLUE CHIP FINANCIAL FORECASTS. APRIL 1, 2010 I Page 7 of9 
(ljPDATED)

Consensus Forecasts OfU,S.lnterest Rates And Key Assumptions 
r=~=c:;===~==----··--·-------------------~------History---------------------------- ~it~llitt:D~~~..

Interest Rates 
-------Average For Week End········ 
Mar.19 Mar 12 Mar.S Feb.26 

···-Average For Month---
Feb. !ID1. Dec. 

Latest Q* +~2_Q 

102010 \i:i'"l ..:~ 
Fed.,.1 Funds Rale 0.18 0.16 0.13 0.12 0.13 0.11 0.12 0.12 '·,0;2 ;2 
Prime Rate 3.2l 3.2l 3.2l 3.2l 3.2l 3.2l 3.2l 3.25 ~~;" .~ 
LffiOR, 3-mo. 0.27 0.26 0.2l 0.2l 0.2l 0.2l 0.2l 0.25"~i. 

Commercial Paper, I-mo. 0.17 0.16 0.13 0.14 0.13 0,13 0.14 0./3 r~::2 

Treasury bill, 3-mo. 
Treasury bill, 6-mo. 

0.16 
0.24 

0.16 
0.22 

0.14 
0.19 

0.12 
0.19 

0.11 
0.18 

0.06 
O.ll 

O.Ol 
0.17 

0.09 
0.17 

.•(·0.2
\i.'oj 

.8' 
':0', 

Treasury bill, I yr. 0.41 039 034 034 0.3l 03l 0.37 0.35 ~:O .if4!,\:;~jF 
Tre.sury note, 2 yr. 0.97 0.93 0.84 0.86 0.86 0.93 0.87 0.90 i\,llR .",'.. '3:4";\,:3:7 '. 

~;:::~~ ~~:: l!~:: H~ m H~ H~ mm m ~.~~ J1{i~t~~[~jt&~fiJ'f~;j~;;;)~:~.,);~:~~,; 
COlJlorate A.. bond l.21 l.28 l.24 l.31 l3l l.26 l.26 5.30\~;:I:.;i,;:,,~:~;J·'5.6?,,·,PA9,:.6.1 

~~~J.~ -~J,~_t-~-~_!,~---~---;~ ~~.l~Ii'1
 
Key Assumplions 2008 Zl!l!l!. Zl!l!l!. 2009 2009 2009 ~ 2010 li61 ,.. 61 10\~iOii\:c26n:i!;:iiJil 

~~r~~:~::::ndex 11 ~H ~H ~~:i ~~4 t~~~~~~~~ ;~~~i~l~t~7~~~1\~~~}
7r; 7t:f 7U 

Consumer Price lnde" 5.2 6.4 -9.2 -2.2 1.9 3.7 2.6 J. 7 j':~~M5~:;~-:<";1:9 ji~i\t;2;tF:'-'~' '2.0 ·..;':'.':,"·2.2:::'" 
Forecasts for intcresl rates and the Federal Reserve's Major Cu~ncy Index represent Ilverages for Ihc quarter. For~asls for Real GOP. GOP Price Index and Consumer Price 
Index are seasonally-adjusted annual rates orchange (saar). Individual panel members' forecas1.:'lare on pages 4 through 9. Historieal dala for intereSl rates except LlBOR is from 
Federal Reserve Release (FRSR) H.15. LIBOR quoles aVllilBble from The Wall Sireer JOUfnul. Interest rate definitions are Ihe same as those in FRSR H.15. Treasury yields are 
reported on a eonstant maturity basis. Historical data for the Fed' Major Currency Index is from FRSR H,1O and a.5. Hiuorical data for Real GOP and GDP Chained Price Index 
are from the Bureau of Economic Analysis (BEA). Consumer Price Index (CPI) history is from the Department ofl...ll.bor's Bureau ofLabor Stali~lics (BLS). 'Imeres, ra.edata/or 
lQ 2010 ba:red Oil lrlstorical datn ""OUK'I ti,e week e'ldu Mrrrch 1911" 'Drrtn/or 1Q 2010 Major Cllrrerlc)' Il1dtx alro 1:r brr:red orr data '''rougll _ek elided Mrrrcl, 19(11. Fig. 
llres/or lQ 2010 Rent GDP, GDP Chail/ed Pritt 1nda and ConSJIlftl.r Price It,dt:.T are coII:ren:rIl:r/oucast::r billed 0" n ::rpecial que::ri;oll n:rked o/tlleprrlleli:rt::r tlll:r nlOld" (::ree 
prrgeN). 

U.s. Treasury Yield Curve 
We"k ended M.,rcl1 19. 2010 and Yaar Ago V1I. 
202010 and 30 2011 Consensus Forecsfilfi 600 

5,50 5.505.50,-_-_-_--"y"••=,-="""o--------------,'"
5.00 5.005.00 -;J;-W""k ended 311Cl110 

4.50 ..........-CoroSlln.us 30 2Q11
 4.50 4.50 
4.00 --+--Cons"nsus 20 2(]10 4.00 4.00 
3.50 3.50 3.50 
3.00 3.00 3 001
.2.50 2.502.50 

'.00 L_...........---<l..-
 2.00 2.00 

1.50 1.501.50 

U.S. 3-Mo. T -Bills & 10-Yr. T -Note Yield 
(Qu..rt..rly Average) History 

1D-Yr. T.Nole YIeld. Consen"us 

I, 

\
 
\
 

\ I " , 
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Line 
No. 

Time Period 
1. 

2. 

3. 

Notes: (1) 

(2) 

Schedule PMA·23 
Page 39 of 49 

Schedule PMA-11 
Page 8 of 9 
(UPDATED) 

Missouri-American Water Company
 
Derivation of Mean Equity Risk Premium Based on a Study
 

Using Holding Period Returns of Public Utilities
 

Over A Rated 
Public Utility Bonds 
AUS Consultants 

Utility Services 
Study (1) 

Arithmetic Mean Holding Period 
Returns (2): 

Standard & Poor's Public 
Utility Index 

1928-2008 

10.74 % 

Arithmetic Mean Yield on: 
Moody's A Rated Public Utility Bonds (6.59) 

Equity Risk Premium 4.15 % 

S&P Public Utility Index and Moody's Public Utility Bond Average Annual 
Yields 1928-2008, (AUS Consultants - Utility Services, 2009). 

Holding period returns are calculated based upon income received 
(dividends and interest) plus the relative change in the market value of a 
security over a one-year holding period. 
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Schedule PMA-23 
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Schedule PMA-11 
Page 90f9 
(UPDATED)!i 

Missouri-American Water Company
 
Value Line Adjusted Betas for
 

the Proxy Group of Six AUS Utility Reports Water Companies
 
and the Proxy Group of Eight AUS Utility Reports Nalroal Gas Distribution Companies
 

I' 

II
I 
,I 

Proxy Group of Six AUS Utility 
Reports Water Companies 
American States Water Co. 
Aqua America, Inc. 
California Water Service Group 
Middlesex Water Company 
SJW Corporation 
York Water Company 

Average 

Median 

Proxy Group of Eight AUS Utility 
Reports Gas Distribution 
Companies 
AGL Resources. Inc. 
Almas Energy Corp. 
Delta Natural Gas Company 
Laclede Group, Inc. 
Northwest Natural Gas Company 
Piedmont Natural Gas Co., Inc. 
Southwest Gas Corporation 
WGL Holdings, Inc. 

Average 

Median 

Source of Information: 

II 

I; 

[ 

Value line 
Adjusted 

Beta 

0.80 
0.65 
0.75 
0.80 
0.95 
0.65 

0.77 

0.78 

0.75 
0.65 
0.65 
0.60 
0.60 
0.65 
0.75 
0.65 

0.66 

0.65 

Value Line Investment Survey, January 22, and March 12, 2010 
Standard Edition and Small and Mid-Cap Edition 

II 
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Missouri-American Water Company
 
Indicated Common Equity Cost Rate Through Use
 

of the Capital Asset Pricing Model for the
 
the Proxy Group of Six AUS Utility Reports Water Companies
 

and the Proxy Group of Eight AUS Utility Reports Natrual Gas Distribution Companies
 

Line No. 

Proxy Group of Six 
AUS Utility Reports 
Water Companies 

Proxy Group of 
Eight AUS Utility 

Reports Gas 
Distribution 
Companies 

1. Traditional Capital Asset 
Pricing Model (1) 10.64 % 9.72 % 

2.	 Empirical Capital Asset 
Pricing Model (1) 11.05 % 10.36 % 

3.	 Conclusion 10.85 % 10.04 % 

Notes: (1) From page 4 of this Schedule. 
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Page 42 of 49 

Schedule PMA-12 
Page 2 of 3 
(UPDATED) 

Missouri-American Water Company 
Indicated Common Equity Cost Rate Through Use 

il of the Capital Asset Pricing Model 

il :I	 ~1 

I; Company-Specific CAPM Resun 
i Value Line Risk Premium InclUding 

Adjusted Based on Market Risk-Free 
Beta Premium of 7.31% (1) Raleof 4.97% (2) 

Traditional Capital Assel Pricing Model (31 

Proxy Group of Six AUS Utility Reports
 
Water Companies
 

I 

American States Waler Co. 0.80 5.B5 % 10.82 %
 
, Aqua America, Inc. 0.65 4.75 9.72
 
I California Water Service Group 0.75 5.46 10.45
 

Middlesex Water Company	 0.80 5.85 

II
I, 

10.82 
SJW Corporation 0.95 6.94 11.91
 
York Water Company 0.65 4.75 9,72
 

Average 0.77	 5.60 % 10.57 % 

Median 0.78	 5.67 % 10.64 % 

Proxy Group of Eight AUS Utility 
Reports Gas Distribution Comoanies 

II AGL Resources, Inc. 0.75 5.48 % 10.45 % 
! ~	 Atmos Energy Corp. 0.65 4.75 9.72
 

Delta Natural Gas Company 0.65 4.75 9.72
 
Laclede Group, Inc. 0.60 4,39 9,36
 
Northwest Natural Gas Company 0.60 4.39 9.36
 
Piedmont Natural Gas Co., Inc, 0.65 4.75 9.72
 
Southwest Gas Corporation 0.75 5.48 10.45
 
WGL Holdings, Inc. 0.65 4.75 9.72
 

Average 0.66	 4.84 % 9.81 % 

Median 0.65	 4.75 % 9.72 % 

,II	 Empirical Capital Asset Pricing Model 141 

Proxy Group of Six AUS Utility Reports
 
Water Companies
 

" 
American States Water Co. 0.80 6.21 % 11.18 % 
Aqua America, Inc. 0.65 5.39 10,36 
Calnornia Water Service Group 0.75 5.94 10.91 
Middlesex Water Company 0.80 6.21 11,16 
sm Corporalion 0.95 7.04 12.01 
York Water Company 0.65 5.39 10.36 

Average 0.77	 6.03 % 11.00% 

If	 Median 0.78	 6.08 % 11.05 %I, 
Proxy Group of Eight AUS Ulility 
Reports Gas Distribution Companies 
AGL Resources, Inc. 0.75 5.94 % 10.91 % 
Atmos Energy Corp. 0.65 5.39 10.36 
Delta Natural Gas Company 0.65 5.39 10.36 
Laclede Group, Inc 0.60 5.12 10.09 
Northw(lSl Natural Gas Company 0.60 5.12 10.09 
Piedmont Natural Gas Co., Inc. 0.65 5.39 10.36 

II 
i Southwest Gas Corporation 0.75 5.94 10.91 

WGl Holdings, Inc. 0.65 5.39 10.36 

1= Average	 5.46 %0.66	 10.43 % 

Median 0.65	 5.39 % 10.36 % 

See page 43 tor notes. 

I 
It 
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Missouri-American Water Company
 
Development of the Market·Required Rate of Retum on Common Equity Using
 

the Capital Asset Pricing Model for
 
the Proxy Group of Six AUS Utility Reports Water Companies
 

and the Proxy Group of Eight AUS Utility Reports Natural Gas Distribution Companies
 
Adjusted to Reflect a Forecasted RiSK-Free Rate and Market Return
 

Notes: 

(1)	 For reasons explained in Ms. Ahern's accompanying direct testimony, from the three previous month-end 
(January 201 0 - March 2010), as well as a recenUy available (April 9, 2010), Value Line Summary & Index, 
a forecasted 3·5 year IotaI annual market return of 12.99% can be derived by averaging the 3-month and 
spot forecasted total 3-5 year total appreciation, converting it into an annual market appredation and adding 
the Value Line average forecasted annual dividend yield. 

The 3-5 tear average total market appreciation of 52% produces a four-year average annual return 
of 11.04% ((1.52 25) • 1). When the average annual forecasted dividend yield of 1.95% is added, a total 
average market return of 12.99% (1.95% + 11.04%) is derived. 

The 3-month and spot forecasted total market return of 12.99% minus the forecasted risk-free rate 
of 4.97% (developed in Note 2) is 8.02% (12.99% - 4.97%). The Morningstar, Inc. (Ibbotson Associates) 
calculated market premium of 6.60% for (he period 1926-2009 results from a total market return of 11.80% 
less the average income return on long-term U.S. Government Securities of 5.20% (11.60% - 5.20% = 
6.60%). This is then averaged with the 11.80% Value Line markel premium resulting in an 7_31% mark'el 
premium. The 7.31% market premium is then multiplied by the bela in column 1 of page 2 of this Schedule. 

(2)	 The average forecast based upon six quarterly estimates of 30-yearTreasury Note yields per the consensus 
of nearly 50 economists reported in the Blue Chip Financial Forecasts dated April 1, 2010 (see page 37 of 
this Schedule). The estimates are detailed below: 

30·Year 
Treas~eYield 

Second Quarter 2010 4.60 
Third Quarter 2010 4.80 
Fourth Quarter 201 0 4.90 
First Quarter 2011 5.00 
Second Quarter 2011 5.20 
Third Quarter 20t 1 5.30 

Average	 "-9.Z.I> 

(3)	 The traditional Capital Asset Pricin9 Model (CAPM) is applied using the follOWing formula: 

Rs = RF+ 13 (R", - RF) 

Where Rs = Return rate of common stock
 
RF = Risk Free Rate
 
~ = Value Line Adjusted Beta
 
Rlol = Return on the market as a whole
 

(4)	 The empirical CAPM is applied using the following formula: 

Rs = RF+ .25 (Rlol - RF ) + .7513 (Rlol - RF ) 

Where	 Rs = Return rate of common stock 
RF = Risk-Free Rate 
13 = Value Line Adjusted Beta 
R", = Return on the marKet as a whole 

Source of Information: Value Line Summary & Index 
Blue Chip Financial Forecasts April 1,2010 
Value Line Investment Survey, January 22 and March 12, 2010 Standard Edition and Small and 
Mid-Cap Edition 
Ibbotson SBBI- 201 0 Valuation Yearbook - Market Results for StocKs Bonds Bills and Inflation 
for 1926-2009 Morningstar, Inc., 2010, Chicago, 
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Schedule PMA·13 
~is&oun·AmerlClln Wem, ClJTpnny Page 1 of 4 

Comparable Eaml"lls AtIall"ll, (UPDATED)
lor e Proxy Group of Onlll-lundred S....lInl8Dn NorHJljlj~ Companies Com~l1Ible to 1M 

Proxy GtOUp of Six AUS Utilii)' Reports Wele, Companies III 

II 
Retl!: or Return on Book Comrro.:>n 

Equity, Net WOlth, Of Pllrtne~s 

Cap;tal 
5-YeB, P,,,i"c:led (2\ 

Residual 
p",.y Group of One Hundred Sevllmeen Ngon.l/1ilil}/ "'- Standerd Slenderll 
Compenin Com~l:llbllllcthe Proxy Group of SIX Adjusted ErTcr of the SYea.UnBdJusled Ohiebon of Sluo;lenfs T 
AUS Ublity Reports Weier CompanieS r'l B•• ReQmsSIM B••~ ProllldtOn Sllltill~C 
AJ'I'lIielad Compute. 0.75 ~ 3.2060 ----o:ii7i4 
AtIBklg De.ices 0." 0.a1 3.6726 0.0616 '" '"20.00 0.51
Allerpan,lne. 0.90 0.82 3.3584 0.0748 16.50 0.11 
Ge~egl'ler (Arthur J.) 0'" 0.'" 3.1255 0.0696 20,00 0.57 

0.65 0,4.2 3,8066 0.0847 13.50 (O.2!l)
Ao.. Corp. """" "0 0.52 3.9021 0,0669 14.00 (0.22)
AVX Corp. 0.95 0.85 3,4217 0,0762 '00 (102)
Bed Blllh 6 Beyond 0.90 0.85 3.7545 0.0836 12.50 {0.42}
BWrT\IIn Coulte, III 0.15 0.62 3.\685 0.0110 13.00 (C.3ti)
B;,;,.,qed Laba, A 000 0." 0.0800 ".50 10.56)
BJa Whole.."le Club ''''' 0.0894 10.50 (0.69)0.15 0.55 4.0163 
BMC S<:Jflware 0.05 0,73 3.3622 0.0748 19.50 0.51 
Browr1 & B"""" 0.70 0,51 :).2448 0.0722 12.50 (:) (0.42)
Cardinal Health 0,75 0.60 3,3076 0.0736 11.00 (0,62)
Coca..(;ola Enlerpns"ll 0.00 3.51170.81 0,0782 45,SO 
C.-.. Holdings 0.00 003 :).4851 0.0116 '"..«
c..phalon Inc 0.70 4.0466 
Came, Corp. 

0.52 0.0901 14.SO"'" (0.16) 

II 
0.65 0.71 3.9413 0,0011 10.00 (0.75)

CLARCOR Inc 0.95 0.85 3.1027 0,09.24 12,00 (0.49)
Coherent. Inc. 0.90 0.78 3.8597 0.0659 1.00 '1.15) 

',I 
I' Coca-Cola Bonllng 0.10 0.47 3,6316 0,0600 20.00 0,57
 

~umbla Spons.aer 000 o.n 3.8340
 0.0054 12.50 (0.42)
CoPllrt. Inc. 0" 0." 3.6260 0.0008 1:).50 (0,29)
Cha~M; River 0." o.n 3.1464 0.0034 '.00 (089)
Del ""OllIe Foods 0.70 0.53 3.2187 0.0729 11.50 (0.56)
Dkmex Corp 0,79 3,5366O.~O 0.0781 17.00 0.18 
DIRECT'll Group (The) 0.85 0,77 31075 0.0710 
DaVila Inc. 0.65 0.:)9 3.1744 0.0707 18,00'"' '"'0."
Lalllkl' (EaI'ee) 0.95 0.85 3.3989 0.0757 36.50 (3) 2.76 
EalVlLlnk, Inc. 0.70 4,04900.51 0.0901 13.00 (a.36)
EMC Corp. 0." 0" 3.8370 0.085"- 10,50 (0.69)
Energy Transfer 0.85 0.71 3.1258 0.0096 N/A (3)
F''''l Niagara F,nl Group 0.85 3.5910 007i9 (0,89)!I Fate.1 Lab$. '" '.00 '" 

0." 063 3.8042 0.06011 (0.9.2)..'"Ge~aCorJ). 0." 0.« 3.7938 0.0fl0l5 1\.00 (0.152)
Gilaad SCiences 0.65 0.40 :).6147 0.0818 33.50 2.37G&l< SalVi"",,'A 0.90 0.89 3.3552 0.0747 9.00 (1.02)
GIDbal Payment. 0.65 0,70 3.7010 0.0824 16.50
a.,r>-P,oba 0.85 0.76 4,0290 0.0897 1:).00 '"(0.38)
HiJ8mone~cs CorJ). 0,85 0.4::>' :).1695 0.0706 \2.50 (0.42)
Haabro, Inc. 0." 0.62 3.3402 0.0744 2200 0."HCC Insumnce H1dlls. 0., 0.71 3.1673 0.0105 '2.00 (049)
Hewtn Associ"""" A 0.75 0.58 3.2548 0.0725 18.00 0.31

II Block (H&R) 0" 0.18 3,7417 0.00833 28,00
Hosplm Inc. 0.70 ".0.51 3.6472 00912 20.50 0."Heartland Exp,"lls 0.85 0.72 3.9916 0,0389 23.00 0.117
IDE)(X Labs. 0.85 0.77 :).2654 00727 24.00 1.10
Intullinc. 000 0.03 3.1749 0,0707 21.00 0.71 
InV"I~ Banalrp Inc 0.70 0.51 3.4584 00788 '.00 (1.29)
Inti SPltfl<lwiayA 0.90 0.02 3.4301 0.0764 '.00 (102)
J&J Sneck Foods 0.75 0.57 3.04659 0.0172 12.50 (042) 
ur~ Tec~nok:lglee 0.650.00 3.7722 0.01l4O 11.00 (0.62)
Uncare HOld,,>gs 0.65 0.41 3.2531 0.0724 19.5ll 0.51 

II ,. 
" 

II 
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M;l5ouri-Amen""n Water Company 
CompaJ8ble Eamongs AOIllysis (UPDATED) 

lor a Pro~y Group 01 One Hundmd Sevenleen NorH.Jtllity Companes Compamllle to It>e 
Pro~y Group of Six AUS Wilily Reports Wete' Compenies (1) 

Rala 01 Retum on Book Common 
Equily. Nat Worth. or Partne~s 

Capibll 
5-Yea, Proieded f2l 

Residual 
Prnxy Grnup of One Hundred Seventeen NorH.Jlility V, Sblndald Slanclard 
Companies Compatllble to the Prn~y Group of S,x AdJu~"'O' Unadjusted ErTorolthe Devlatoon of 5 Yesr SlUdenfe T 

AUS UtiI,ly Reports WOle, Companies (1) ~ ". ReRtll~s>on ,.. Prnlecllon Sbltis~c 

Manel.lne. M' ------0:76 3.B964 ------0:0867 19.00 o.~ 

Mallhf!otMslntl 0.65 on 3.2537 0.0724 16.00 0.'" 
Md(e:sson Cor;I. 0." 0." 3.6895 0.0821 13.50 (0.29) 

MedlronlC, Inc. 0.75 0.60 34569 0.0770 20.00 0,57 

Medea Keelth Solutions 0.70 0.49 3.5992 0.0601 15.00 (0,09) 

Marl<el Corp. 0.00 0.60 3.2875 00732 '"'>0 (1.15) 

Mallellan Midstmam 0.90 0.83 3.36ll2 0,0750 25.00 1.24 

MAXIMUS lne. 0.60 0." 3.3819 0.0753 14.50 (0.16) 

NObOOallnstruments 000 0.61 3.6957 0.0623 16.50 (3) 0.11 

Annaly capitol Mgmt. 0." 0.63 3.9643 0.0663 11.50 (0.56) 

Novo Nord,sk ADR O.BO 0.69 31452 0,0700 33.00 '.3<> 
North\Oll!sl BBnearp 0.B5 0.70 3.2705 0,0726 "" ""Now Yorl< Community 0 .. 0.69 3.6327 0.""'" 11.50 (0.56) 

RMlty Incomo Corp. 000 0." 3.6316 0.""'" '.00 (1.02) 

0.70 0.50 3.3566 0.0746 13.50 (0.29) 

Omde Corp. 0.00 083 3.1502 0.0701 21.00 0.71 

Odyssey Re Hldgs. 0>0 0.52 3.2108 0.0715 

OReilly Automotive 0.85 3,5748 "" ""
o-ns & Mino' 

0.72 0.0796 11.00 (0.62) 
(0.75)Plains All Amer. Pipe. 0.90 0.79 3.5972 0.0801 10.00 

PepslAmetlC1l$ Inc. O.BO 0." 0.0768 
083 0.40 "." 0.0722 "" (1.29)3.2451 ""

Pepsi Bollling Grnup 000 0.76 3.340ll 0.0744 

p"netBon Cos. 0.90 O.BO 3,7787 0.0841 12.50 (0.42) 

P~es Urrited Finl '00 

"" ""
Peets Colfee & TBIl 0.60 0.63 3.9190 0.0ll72 12.00 (3) (049) 

Perl<lnElmer Inc 0.00 0.79 3.6054 0.0647 10.50 (0,69) 

Pepu Johns Inti 0.65 0.77 3.9534 0.""" 20.00 0.57 

Ruddick Corp. 0." 0.'" 3.5943 0.0000 11.00 (0.62) 

Reinsurance Group 0.85 0.76 3.7769 0.0641 13.00 (0.36) 

ResMed Inc 0.75 0.57 3.9162 0.0ll72 14.50 (016) 

Rollins. Inc 0.60 0.65 3.2083 0.0714 29.50 ,... 
Ross SlOms 0.65 0.72 3.9069 0.0847 "'.50 2.76 

Sycamore Ne!WOrl<s 0.65 o.n 3.6995 0.0824 '.50 (1.75) 
(1.09)Schulmon (A.) 000 0.61 4.Q3.52 0.0896 7.50 

Stler'Mn-Will,Bms 0,75 0.55 3.3226 0.0740 27.50 1.57 

Silgan Holdings 0,80 0." 3.1406 0.0699 17.00 0.16 

Synopsys. Inc 0.65 0.72 3.7319 0.0831 12.50 (0,42) 

Suburtlun Propane 0." 3.2843 0.0731 37.00 '.83 

Sblricycle Inc. '" 0.47 0.07690.65 3.5458 15.00 (0.09) 

STERIS Corp. 0.90 0.61 3.6666 0.0621 14.00 (0.22) 

SI. Jude Med,,::al 0.60 0." 4.0412 0.0900 17.00 0.16 

Constellallon Bronde 0,65 0.76 3.8445 0.0856 11.00 (0.62) 

Stryker Corp 0,60 0,66 3.3340 0.0742 16,00 0.'" 
Hunove,lnsumne<'! 0,65 0.77 3.2090 0.0714 '50 (0.62) 

TEPPCQ Partnen; LP. 0.00 0.82 3.5151 0.0763 WA WA 

TOIol System SVC!i. 000 0.60 0.0764 15.00 (0.09) 

lexe" lnSlrumonts 000 0.61 "'"3.6129 0.0804 16.00 0.'" 
Unlven;al Haalth Sv. '8 0.80 0.66 3.64013 0.0811 11.50 (0,56) 

(0,42)Unlvemal Corp. MO 0.66 3.6708 0.0662 12.50 

Vonen Medi",,1 Sys. 0." 0.69 3.6942 0.0867 22.00 0." 
WD-<lOCO. 0.75 0.65 3.5149 0.0762 16.50 0.11 

WerneT Enlerpnaell 0.90 0." 3.9498 14.000.0879 (0.22) 
(0.69)Wels Marl<e15 0.65 0.46 3.1192 0.0694 '.00 

W.P. Coroy&Co. LLC 0,90 0.80 3.5415 0.0766 15,00 (O,Og) 

WotDon PhetTflBc. 0.75 0.56 3.2191 0.0717 11.50 (0.56) 

Washington Post 0." 0.67 34859 0.0776 '00 (1.15) 

Berl<ley(W.R.) 0.75 0." 3.3727 0.0751 17.00 0.18 

Wesl Pharmac. Svcs. 0."" 0.65 3.9376 0.0877 14.00 (0.22) 

WBlSO" Wyell 0,70 0.5< 3.3237 0.0740 

World Wrestling Enl. 0,60 3.3g09 31.50 2.100.66 0.0756 "" ""
Wolven"e World Wide 0." 0.66 3.9006 0.0668 17.00 0.16 

Alleghony Corp. 0.65 0.72 3.2654 0.0727 '50 (1.22) 

Zimmer Holdings ~ 12.50 (0.42)
~ ~~ 

Average ~~ ~~ 

Average for \he Proxy Grnup 01 Six AUS UWily
 
Report~ Water Companies ~(4)
___0._"'_----2.I!... ~ 

Median (5) 13.50% 

13.50%Conclua",n (6) 

See PE9I! 4 01 Schedule PUA-13 lor I'IOles. 
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M;ssouri-American WeIer Company
 
Comparable Earnings Analysis
 

for a Proxy Group of Twenty Five Non-Utility Companies Comparable 10 lhe
 
Proxy Group of Eight AUS Utility Reports Nalut1ll Gas Distribution Companies 17l
 

Rate of Return on Book Common 
Equity, Ne! Worth, or Partner's 

Capital 

ProKy Group of Twenty Five Non-Utility Companies Residual 
Comparable 10 the Pro,;y Group of Eight AUS VI. Standard Standard 
Ulmty Reports Natura! Gas Distribution Comparies Adjusted Unadjusted Error of the Deviation of 5 Year S\udenl's T 
(7) Bela ."', Regression .., Projection Slatistic 
AmerisourceBergen 0.70 0.52 2.7517 0.0613 15.0 % (0.79) 
Aulomalic Data Proc. 0.70 0,54 22331 a.()497 16,0 (0.70) 
Balder Inll Inc. 0,60 0.35 2.4924 0.0555 26.5 0.23 
Bard (C,R.) 0,55 0.31 2.4769 0.0552 20.0 (0.35) 
Beclon, Dickinson 0.65 0.40 2.5661 0.0576 20.5 (0,30) 
Church & Dwight 0,60 0.35 2,6247 0.0584 15.0 (0.79) 
Colgate-Palmolive 0.55 0.30 2.6663 0.0594 41.0 1.52 
Cloroll: Co. 0.65 0.40 2.3441 0.0522 58.5 (8) 3.07 
Campbell Soup 0.60 0.32 2.4069 0.0536 35,0 0.98 
Erie In~mnity Co. 0.70 0.53 2.2086 0.0492 20.0 (0.35) 
HOfmel Foods 0.65 0.43 2.7259 0.0607 16.0 (0.70) 
Hershey Co. 0.65 0.47 2.7933 0.0622 42.5 1.65 
Inti Flavors & Frag. 0.75 0,58 2.<l057 0.0536 21.0 [0.26) 
Kraft Foods 0.70 0,48 2.4g20 0.0555 105 (1.19) 
Kinder Morgan Energy 0.75 0.61 2.5204 0.0561 24.5 0.05 
Coca-Cola 0.60 0.33 2.2256 0.0495 23.0 (0.08) 
laboratory Corp. 0.65 0.42 2.6786 00596 19.0 (0.44) 
McDonalds Corp. 0.70 0.47 2.4563 0.0547 30.5 0.58 
McCormick & Co. 0.55 030 2.6807 0.0597 18.0 (0.53) 
PepsiCo, Inc. 060 0.36 2.2579 0.0503 275 0.32 
Raytheon Co. 0.75 0.57 2.6400 0.0588 17.5 (0.57) 
Sysco Corp. 0.75 0.55 2.6244 0.0584 34,0 0.90 
Toolsie Roll Ind. 0.70 0.52 2.5729 0.0573 8.0 (1.41) 
Wal-Mart Stores 0,60 0.36 2.3459 0.0522 17.5 (0.57) 
Ex..on Mob~ Corp. 0.75 060 2.4733 0.0551 21.0 (0.26) 

"!I, 

Average 0,66 0,44 2.5075 0.0558 

Average lor the Proll:Y Group of Eight AUS NatlJ'"al
 
Gas DistriblJtion Companies 0,66 0.44 2.4773 (8) 0.0551
 

Median (5) 20.25% , 
I! 
I: Conclusion (6) 20.00%:~ 

See page 4 of SChedule PMo\-13 for ootes. 
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Missour!-Ameriean Wale, Company 
YlIllds on Mooofs A and Baa Raled Public Utility Bonds Schedule PMA-14 

and Aaa Raled COq)Qrllle Bands Since April 1990 Page 1 013 
SPrlled (UPDATED) 

Between Spread Spread between 

D... 
Aaa Corporale 

Bonds 
MoodfsA PU 

BondS 
Moodfs Baa 

PU Bonds 
Aaav A flU 

Bonds 
Between Aee y 

Baa flU Bonds 
A and Bae flU 

Bonds 

Apr-90 
May-90 
Jun-90 

9.46% 
9.47'¥. 
9.26'¥. 

9.92% 
10.00% 
9.60'¥. 

10.13% 
10.16% 
9.96% 

0.46% 
0.53% 
0.54% 

0.67'¥. 
0.69'¥. 
0.70% 

0.21% 
0,16% 
0.16% 

Jul-90 9.24% 9.75% 9.92% 0,51% 0.68% 0.17% 

Aug-90 
Sep-90 
0c1-90 

9,41% 
9.56% 
9.53% 

9.92% 
10,12% 
10.05·'" 

10.12% 
10.32% 
10.28% 

0.51% 
0.56% 
0.52% 

0.71% 
0.76% 
0.75% 

0.20% 
0.20% 
0.23% 

NOY·90 9.30% 9.90% 10.12% 0.60% 0,82% 0.22% 

Dec·90 9.05% 9.73% 9.96% 0.68% 0.91% 0.23% 

Ji'Jn·91 9.04% 9.71% 9.96% 0.67% 0.92% 0.25% 

F..b-91 8.83% 9.47% 9.66% 0.64% 0.85% 0.21% 

Mi'Jr-91 8.93% 9.55% 9.74% 0.62'¥. 0.81% 0.19% 

Apr-91 
May-91 
Jun-91 

6.86% 
8.86% 
9.01% 

9.46% 
9.44% 
9.59% 

9.64% 
9.64% 
9,79% 

0.60% 
0.58% 
0.58% 

0.78·'" 
0.78% 
0.78% 

0.18% 
0.20% 
0.20% 

Jul-91 9.00% 9.55% 9.89% 0.55% 0.69% 0.14% 

Aug-91 
Sep-91 
Oct-91 

8.15% 
8.61% 
8.55% 

9.29% 
9.16% 
9.12% 

9.41% 
9.34'¥. 
9.32% 

0.54% 
0.55% 
0.57% 

0.71% 
0.13% 
0.77% 

0.18% 
0.18% 
0.20% 

Nov-91 6.48% 9.05% 9.26% 0.57% 0.80% 0.23% 

Dec-9l 
Ji'Jn-92 

8.31% 
8.20% 

8.88% 
6.ll.4'11. 

9.07% 
6.96% 

0.57% 
0.84'¥. 

0.78% 
0.16% 

0.19% 
0.14% 

Feb-92 8.29% 8.93% 9.09% 0.64% 0.60% 0.18% 

Mar-92 8.35% 8.97% 9.16% 0.62% 0,61% 0.19% 

Apr-92 
May-92 
Jun-92 
Jul-92 

8.33% 
8.28% 
8.22% 
8.01% 

8.93% 
6.81% 
8.16% 
8.57% 

9.11% 
9.01% 
8.90% 
8.89% 

0.60% 
0.59% 
0.56% 
0.50% 

0.78% 
0.73% 
0.66% 
0.620/. 

0.18% 
0.14% 
0.12% 
0.12% 

AUQ-92 
Sap-1l2 
Oel·92 

7.95'¥. 
7.92% 
7.9Q% 

8.44% 
8.40% 
8.54% 

8.56% 
6.54% 
6,76% 

0.49% 
0.48% 
0.55% 

0.63% 
0.62% 
0.11% 

0.14% 
0.14% 
0.22% 

Nov-92 8.10% 6.63% 8.86% 0.53% 0.16% 0.23% 

Dec-92 7.98% 6.43% 8.69% 0.45% 0.11% 0,26% 

Jan-93 7.91% 6.21% 8.57% 0.36% 0.66% 0.30% 

Feb-93 7.71% 8.04% 8.31% 0.33% 0.60% 0.27% 

Mor-93 
Apr-93 
Apr-Q3 
May·93 
Jun·93 
JI/1-93 
Au9-93 
Sep-93 
0c1-93 
Nov-93 

7.58% 
1.46% 
7.43% 
7.33% 
7.17% 
6.85% 
6.66% 
6.67% 
6.93% 
8.93% 

7.90% 
7.61% 
7.88% 
7.75% 
7.54% 
7.25% 
7.04% 
7.03% 
7.30% 
7.34"10 

8.10% 
8.11% 
8.18'¥. 
8.05% 
7.93% 
7.59% 
7.35% 
7.27% 
7.69% 
7.73% 

0.32% 
0.35% 
0.43% 
0.42% 
0.37% 
0.40% 
0.38% 
0.36% 
0.37·'" 
0.41% 

0.52% 
0.65% 
0.75% 
0.72% 
0.76% 
0.74% 
0.69% 
0.80% 
0.76% 
0.60% 

0.20". 
0.30% 
0.320/. 
0.30% 
0.39% 
0.34% 
0.31% 
0.24% 
0.3Q% 
0.39% 

Dec-93 
Jan-94 
Mar·94 
Apr·94 
Mi'Jy·94 
Jun·94 

6.Q2% 
7.08% 
7.46% 
7.68% 
7.99% 
7.Q7% 

7.33% 
7.47% 
7.47% 
7.65% 
6.33% 
6.31% 

7.66% 
7.76% 
7.76% 
8.11% 
6.61% 
8.64% 

0.41% 
0.39% 
-0.01% 
-0.03% 
0.34% 
0.34% 

0.74% 
0.68% 
0.26% 
0.23% 
0.62% 
0.67% 

0.33% 
O.2Q% 
0.29% 
Q.26% 
Q.28% 
0.33% 

Jul-94 8.11% 6.47% 8.80% 0.36% 0.69% 0.33% 

Aug·94 
Sep-94 
Oct-,. 
N~-9< 

8.07% 
8.34% 
6.57% 
8.68% 

841% 
8.64% 
8.86% 
6.96% 

8.74% 
8.98% 
9.24% 
9.35% 

0.34% 
0.30% 
0.29% 
0.30% 

0.67"10 
Q.64% 
0.67% 
0.67% 

0.33% 
0.34% 
0.36% 
0.37% 

Qec·94 
Jan-95 
Feb-95 
Mi'Jr-95 
Apr-95 
May-95 
Jun-95 
Ju1-95 

AUQ-95 
Sep-95 
Oel·1l5 
Nov.Q5 
Det:·95 
Jiin·96 
Feb-95 
Mar-96 

8,46% 
6,46% 
6,26% 
6.12% 
8.03"10 
7.65% 
1.30% 
7.41% 
7.57% 
7.3:1% 
7.12% 
7.02% 
6.62% 
6.61% 
6.99% 
7.35% 

6.76% 
8.73% 
8.52% 
8.37% 
6.27% 
7.91% 
7.60% 
7.70% 
1.83% 
1.62% 
7,46% 
7,43% 
1.23% 
1.22% 
7.37% 
7.73% 

9.18% 
9.15% 
6.93% 
6.76% 
8.67% 
8.30% 
8.01% 
6.11% 
6.24% 
7.98% 
7.62% 
7.61% 
7.83% 
7.64% 
7.78% 
8.15% 

0.3Q% 
0.27% 
Q.26% 
Q.25% 
Q.24% 
0.26% 
0.30% 
Q.2Il'¥. 
Q.26'¥. 
0.30% 
0.34% 
0.41% 
0.41% 
0.041% 
0.36% 
0.36% 

1l,70% 
0.69% 
Q.61% 
0.68% 
0.64% 
0.85% 
0.71% 
0.7Q% 
0.67% 
0.66% 
0.70% 
Q.79% 
Q.61% 
0.83% 
0.79% 
0.80% 

0.4Q% 
0.42% 
0.41% 
0,41% 
Q,40% 
Q.39% 
Q,41% 
Q.41% 
Q.41% 
0.36% 
Q.36% 
0.38% 
0.4Q% 
0.42% 
0.41% 
0.42% 

Apr·96 
May-96 
Jun-96 
Jul-96 

AUQ-96 
Sep-96 
Oct-96 
Nov-96 

7.50% 
7.82% 
7.71% 
7.65% 
7.46% 
7.66% 
1.39% 
1,1Q% 

7.8Q% 
7.96% 
8.Q6% 
6.Q2% 
7.64% 
6.01% 
7.77% 
7.49% 

8.32% 
8.45% 
6.51% 
8.44% 
6.25% 
8.41% 
8.15% 
7.87% 

0.39% 
0.36% 
Q.35'¥. 
Q.37% 
Q.38% 
0.35% 
0.36% 
0.39% 

Q.62% 
0.83% 
Q.80% 
0,7Q·", 
0.79% 
0.75% 
0.78% 
0.77% 

0.43% 
0.47% 
0.45% 
0.42% 
0,41% 
0.40% 
0.38% 
0.38% 
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MISSOlm-American Water Company 
YlIllds on Moody's A and Bea Rated Public Utility Bonds Schedule PMA-14 

and Aaa Rated Corporale Bonds Since Aprl11990 Page 2 of 3 
Spreed (UPDATED) 

II Oale 
0~96 

Aaa Corporate 
Bonds 
720"," 

Moody's A PU 
Bonds 
7.S9·~ 

Moody's Baa 
PU Bonds 

7.98% 

Between 
Aa8~APU 

Bonds 
0.39% 

Spread 
Betwoelln Aae ~ 

Baa PU Bonds 
0.78% 

Spilled between 
A Bnd Baa FlU 

Bonds 
0.39% 

II, 
I:
II 
I 

II 

I,I 

II 

II 

il,. 

i! 
I
:1 

ilr, 

Jal1-97 
Feb-97 
Mar-97 
Apr-97 
May..97 
Jun-97 
Ju~97 

Aug-97 
Sep-91 
OCI-91 
Nov-91 
Dec-91 
Jan-98 
Feb-98 
Feb-98 
Mar-98 
Apr-96 
May-98 
Jun·9a 
Jul-98 

AU9-g8 
0<196 
Nov-98 
Dec_9a 
Jan-99 
Feb-99 
Mar-99 
Apr-99 
May-99 
Jun-99 
Jul-99 

Aug-99 
Sep-99 
Oct-99 
Nov-99 
Deo-99 
Jan-(JO 
F.b-{)()
"",,,-00 
Apr-oO 
May-oO 
Jun-oO 
Jul-oO 

Aug-oO 
Sep-{lO 
01:1-00 
Nov..Q!l 
000<0 
Jan-(J1 
Feb-01 
Mar-01 
Apr..Q1 
May-ol 
Jun-01 
Jul-01 

Aug-01 
Sep-{l1 
0<1-01 
Noy-ol 
00«1 
Jan..Q2 
Feb-02 
Mar-02 
Apr-02 
May..Q2 
Jun-02 
Jul-02 

Aug-02 
Sep-{l2 
0<1-02 
Nov..Q2 
Dec-02 
Jen-03 
Feb-03 
Mar-03 
Apr..Q3 
May-03 
Jun-03 
Jul-03 

AU9-o3 
Sop-Q' 
0<1-0, 
Nov-03 
Dec-03 
Jan..Q4 

7.42% 
7.31% 
7.55% 
1.13% 
l.SS'll. 
7.41% 
7.14% 
7.22% 
7.15% 
1.00% 
6.81% 
6.76% 
6.61" 
13.131% 
6.72% 
6.69% 
6.69% 
6.53% 
8.55% 
8.52% 
6.40% 
6.37% 
6.41% 
6.22% 
6.24% 
6.40% 
6.62% 
6.64% 
6.93% 
7.23% 
1.19% 
1.40% 
7.39% 
7.55% 
1.36% 
1.55% 
7.78% 
7.68% 
7.66% 
7.64% 
1.99% 
1.67% 
1.65% 
7.55% 
7.62% 
7.55% 
1.45% 
7.21% 
7.15% 
1.10% 
6.96% 
7.20% 
7.29% 
7.18% 
7.13% 
1.02% 
1.17% 
1.03% 
6.91% 
6.77% 
6.55% 
6.51% 
6.81% 
6.76% 
6.75% 
6.63% 
6.53% 
6.37% 
6.15% 
6.32% 
6.31% 
6.21% 
6.11% 
5.95% 
5.89"Jl. 
5.74% 
5.22·~ 

4.97% 
5.49% 
5.66% 
5.12% 
5.10% 
5.65% 
5.62% 
5.54% 

7.77% 
7.64'% 
7.87% 
8.03% 
7.89% 
7.72% 
1.48% 
7.51% 
7.47% 
1.35% 
1.25% 
7.16% 
7.05% 
7.12% 
1.16% 
7.16% 
7.16% 
7.03% 
7.03% 
7.00% 
6.93·~ 

6.96% 
1.03% 
6.91% 
6.97% 
7.09% 
7.28% 
7.22% 
7.47% 
7.74% 
7.11% 
7.91% 
7.93% 
6.06% 
7.94% 
6.14% 
6.35% 
8.25% 
8.28% 
8.29% 
8.10% 
6.36% 
6.25% 
8.13% 
8.23% 
6.14% 
8.11% 
1.64% 
7.80% 
1.74% 
1.68% 
1.94% 
1.99% 
7.65% 
7.78% 
7.59% 
1.75% 
1.63% 
1.51% 
7.83% 
7.66% 
1.54% 
7.76% 
7.57% 
7.52% 
1.42% 
1.31% 
1.11% 
7.06% 
7.23% 
7,14% 
7.07% 
7.06% 
6.93% 
B.79% 
6.64% 
6.38% 
6.21% 
6.57% 
6.76% 
6.56% 
643% 
6.37% 
6.21% 
6.15% 

B.16% 
8.02% 
6.26% 
8.42% 
8.28% 
8.12% 
7.87% 
7.93% 
7.79% 
1.61% 
1.49% 
7.41% 
7.76% 
7.36% 
1.31"Jl. 
1.37% 
1.34% 
1.21% 
7.23% 
1.20% 
1.13% 
7.13% 
7.31% 
7.24% 
7.30% 
7.41% 
7.55% 
7.51% 
7.74% 
8.03% 
7.97% 
6.16% 
8.19% 
8.32% 
8.12% 
8.26% 
8.40% 
8.33% 
8.40% 
8.40% 
8.86% 
8.47% 
8.33% 
6.25% 
8.32% 
6.29% 
8.25% 
8.01% 
7.99% 
7.94% 
1.85% 
8.06% 
6.11% 
6.02% 
6.05% 
7.95% 
6.12% 
8.02% 
1.96% 
8.27% 
6.13% 
6.16% 
8.32% 
8.26% 
6.33% 
8.26% 
8.07"Jl. 
7.74% 
7.62% 
6.ll0% 
7.76% 
7.61% 
1.41% 
1.11·~ 

1.05% 
6.94% 
6.47% 
6,30",1, 
6.67% 
7.08% 
6.67% 
6.79% 
6.69% 
6.61% 
6.47% 

0.35% 
0.33% 
0.32% 
0.30% 
0.31% 
0.31% 
0.34% 
0.29% 
0.32% 
0.35% 
0.36% 
0.40% 
0.44% 
0.45% 
0.44% 
0.47% 
0.47% 
0.50% 
0.48% 
0.48% 
0.53% 
0.59% 
0.62% 
0.89% 
0.13% 
0.69% 
0.64% 
0.58% 
0.54% 
0.51% 
0.52% 
0.51% 
0.54% 
0.51% 
0.58% 
0.59% 
0.57% 
0.51% 
0.80% 
0.65% 
0.11% 
0.69% 
0.60% 
0.513% 
0.61% 
0.59% 
0.66% 
0.63% 
0.65% 
0.64% 
0.70% 
0.74% 
0.70% 
0.61% 
0.65% 
0.57% 
0.58% 
0.60% 
0.80% 
1.06% 
",1% 
1.03% 
0.95% 
0.81% 
0.17% 
0.79% 
0.16% 
0.80% 
0.93% 
0.91% 
0.83% 
0.66% 
0.69% 
0.98% 
0.90% 
0.90% 
1.14% 
1.24% 
1.08% 
0.90% 
0.84% 
0.73% 
0.12% 
0.65% 
0.61% 

0.76% 
D.71'll. 
0.71% 
0.69% 
0.70% 
D.71% 
0.73% 
0.71% 
O.64·~ 

0.61% 
0.62% 
0.65% 
0.61% 
0.69% 
0.65% 
0.66% 
0.65% 
0.68% 
0.88% 
0.88% 
0.73% 
0.16% 
0.90% 
1.02% 
1.06% 
1.01% 
0.93% 
0.87% 
0.81% 
0.80% 
0.16% 
0.16% 
0.80% 
0.71% 
0.78% 
0.73% 
0.62% 
0.65% 
0.12% 
0.16% 
0.67% 
0.60% 
0.66% 
0.10% 
0.10% 
0.74% 
0.60% 
0.60% 
0.84% 
0.84% 
0.67% 
0.86% 
0.62% 
0.84% 
0.92% 
0.93% 
0.95% 
0.99% 
0.99% 
1.50% 
1.58% 
1.67% 
1.51% 
1.50% 
1.56% 
1.63% 
1,54% 
1.37% 
1.47% 
1.68% 
1.45% 
1.40% 
1.30% 
1.22% 
1.16% 
1.20% 
1.25% 
'.33·~ 

1.16% 
1.20% 
1.15% 
1.09% 
1.04% 
0.99% 
0.93% 

0.41% 
0.38% 
O.39·~ 

0.39% 
0.39% 
0.40% 
0.39% 
0.42% 
0.32% 
0.32% 
0.24% 
0.25% 
0.23% 
0.74% 
0.21% 
0.21% 
0.18% 
0.18% 
0.20% 
0.20% 
0.20% 
0.11% 
0.28% 
0.33% 
0.33% 
0.32% 
0.29% 
0.29% 
0.27% 
0.29% 
026% 
0.25% 
0.26% 
0.26% 
0.18% 
0.14% 
0.05% 
0.08% 
0.12"Jl. 
0.11% 
0.16% 
0.11% 
0.08% 
0.12% 
0.09% 
0.15% 
0.14% 
!l.11% 
0.19% 
0.20% 
0.17% 
0.12% 
0.12% 
0.11% 
0.21"Jl. 
0.36'7'. 
0.37% 
0.39% 
0.39% 
0.44% 
0.47% 
0.64% 
0.56% 
0.69% 
0.81% 
0.84% 
0.78% 
0.57% 
0.54% 
0.77% 
0.62% 
0.54·~ 

O.4T% 
0.24% 
0.26% 
0.30% 
0.11% 
0.09% 
0.10% 
0.30% 
0.31% 
0.36% 
0.32% 
0.34% 
0.32% 
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Mis5<lul1-American Willer Compllnv 
Yields on Moody's A and Baa Rated Public Utility Bonds Schedule PMA·14 

arid AlIa Rale<! Comornte Bonds Since ADrl1199il Page 3 of 3 
Spr:B8d (UPDATED) 

BetlMlen Sprllild Spread balw0en 

Dale 
Asa Corporate 

Bonds 
Moody's A PU 

Bonds 
Moody's Baa 

PU Bonds 
AaavAPU 

Bonds 
Between ABa V 

Baa PU Bonds 
A and Baa flU 

Bond' 
F."", 
Mar-Q4 
Ap,-<>o 
May-Q4 
Jun-G4 

5.50% 
5.33% 
5.73% 
6.04% 
6.01% 

6.15% 
5.97% 
6.35% 
6.62% 
6.46% 

8.26% 
8.12% 
6.46% 
6,75% 
6.64% 

0.65% 
0.64% 
0.62% 
0.58% 
0.45% 

0.78% 
0.79% 
0.7:3% 
0.71% 
0.83% 

0.13% 
0.15% 
0.11% 
0.13% 
0.38% 

M<l4 5.82% 6.27% 6.67% 0.45% 0.85% 0.40% 

Aug-Q4 
5."", 
Od-<>o 

5.65% 
5.46% 
5.47% 

6.14% 
5.98% 
5.94% 

645% 
6.27% 
6.17% 

0.49% 
0.52% 
0.47% 

0.60% 
0.61'" 
0,70% 

0.31% 
0.29% 
0.23% 

N~-<>O 5.52·~ 5.97% 6.16% 0.45% 0.64% 0.19% 

0.0-0< 5.47% 5.92% 8,10% 0.45% 0.63% 0.18% 

Jlm-QS 
Feb-05 

5.36% 
5.20% 

5.76% 
5.61% 

5,95% 
5.76% 

0.42% 
0.41% 

0.59% 
0.56% 

0.17% 
0.15% 

Mar-05 5.40% 5.63% 6.01% 0.43% 0.61% 0.18% 

Apr-05 
May-05 
Jun-05 

5.33% 
5,15% 
4.96% 

5.64% 
5.53% 
5.40% 

5.95% 
5.88·k 
5,70% 

0.31% 
0.36% 
0.44% 

0_62% 
0.73% 
0.74% 

0.31% 
0.35% 
0.30% 

Jul-05 5.06% 5.51% 5.80% 0.45% 0.74% 029% 

Aug-05 
Sep-Q5 
Oct-<l5 

5.09% 
5.13% 
5.35% 

5.50,.. 
5.52% 
5.79% 

5,81% 
5.83% 
6.08% 

0.41% 
0.39% 
0.44% 

0.72% 
0.70% 
0.73% 

0.31% 
0.31% 
0.29% 

Nov-05 5.42% 5.86% 6.19% 0.46% 0.77% 0.31% 

Dec-05 
J,o<l6 
F.tHJ6 

5,37% 
5.29% 
5.35% 

5.80% 
5.75% 
5,82% 

6.14% 
6.06% 
6.11% 

0.43% 
0.46% 
0.47% 

0.77% 
0.77% 
0.76% 

0.34% 
0.31% 
0.29% 

Mar-06 
Apr-06 
Mey-06 
Jun-06 
Jul-06 

5.53% 
5.64% 
5.95% 
5.89% 
5.85% 

5.96% 
6.29% 
6.42% 
6.40% 
6.37% 

6,26% 
6,54% 
6.59% 
8.61% 
6,61% 

0.45% 
0.45% 
0.47% 
0.51% 
0.52% 

0.73% 
0.70% 
0.64% 
0.72% 
0.76% 

0.28% 
0.25% 
0.17% 
0.21 .... 
0.24% 

Aug-Q6 
Sap-06 
0<;1-06 
NtN-06 

5.68% 
5.51% 
5.51% 
5.33% 

6.20% 
6.00% 
5.96% 
5.60% 

6,43% 
6.26% 
6.24% 
6.04% 

0.52% 
0.49% 
0.47% 
0.47% 

0.75% 
0.75% 
0.73% 
0.71% 

0.23% 
0.260/. 
0.26% 
0.24% 

""0<>6 
Jan..Q7 
Feb-07 

5.32% 
5.40% 
5,39% 

5.81% 
5.96% 
5.90% 

6.05% 
6,16% 
6.10% 

0.49% 
0.56% 
0.51% 

0.73% 
0.76,.. 
0.71". 

024% 
0.20% 
0.20% 

Mar..Q7 
Apr..Q7 
May..Q7 
Jun..Q7 
Jul..Q7 

5,30% 
5.47% 
5.47% 
5.79% 
5.73% 

5.85% 
5.97% 
5.99% 
6.30% 
6,25% 

6.10% 
6.24% 
6.23% 
6.54% 
6.49% 

0.55% 
0.50% 
0.52% 
0.51% 
0.52% 

0.80% 
0.77% 
0.76% 
0.75% 
0.76% 

0.25% 
0.27% 
0.24% 
0.24% 
0.24% 

Aug..Q7 
Sep-Q7 
Oct-<l7 

5.79% 
5.74% 
5.66% 

6.24% 
6.16% 
6.11% 

6.51% 
6.45% 
6,36% 

0.45% 
0.44% 
0.45% 

0,72% 
0.71% 
0.70% 

0.27% 
0.27% 
025% 

Nov..Q7 5.44% 5.97% 6.27% 0.53% 0.83% 0.30% 

Dac..Q7 5.49% 6.16% 6.51% 0.67% 1.02% 0.35% 

Jen-08 5.33% 6.02% 8,35% 0,69% 1.02% 0.33% 

Feb-08 
Mar-08 

5.53% 
5.51% 

6.21% 
6.21% 

6.60% 
6.66% 

0.68% 
0.70% 

1.07% 
1.17% 

0.39". 
0.47,.. 

Apr..Q8 
May-06 
J"n-06 
M-<l' 

5.55% 
5.57% 
5.66% 
5.67% 

6.29% 
6.27% 
6.38% 
6.40% 

6.81% 
6.79% 
6.93% 
6.97% 

0.74% 
0.70% 
0.70% 
0.73% 

1.26% 
1.22% 
1.25% 
1.30% 

0.52,.. 
0.52% 
0.55% 
0.57% 

AUll-08 5.64% 6.37% 6.98% 0.73% 1.34% 0.61% 

Sep-08 
00:;1-08 
Nav-06 

5.65% 
6.28·~ 

6.12% 

6.49% 
7.56% 
7.20% 

7,15% 
8.58% 
6.96% 

0.84% 
1,28% 
1.06% 

1.50% 
2.30% 
2.66% 

0.66% 
1.02% 
1.76% 

DeG-Q8 5.05% 6.54% 6.13% 1.49% 3.08% 1.59% 

Jan..Q9 
Feb-Og 
Mar..Qg 
Apr..Qg 
May..Q9 
J,_ 

5.05% 
5.27% 
5.50% 
5.39% 
5.54% 
5.61% 

6.39% 
6.30% 
6.42% 
6.48% 
6.49% 
6.20% 

7.90% 
7.74% 
8.00% 
8.03% 
7.76% 
7.30% 

1.34% 
1.03". 
0.92,.. 
1.09% 
0.95% 
0.59% 

2.65% 
2.47% 
2.50% 
2.64% 
2.22% 
1.69% 

1.51% 
1.44% 
1.58% 
1.55% 
1.27% 
1.10% 

Jul-09 5.41% 5.97% 6.87% 0.56% 1.46% 0.90% 

A"g..Q9 
S'?-<l!l 
Od-<l' 
Nav..Q9 
Dec..Q9 

5.26% 
5.13% 
5.15% 
5.19% 
5.26% 

5.71% 
5.53% 
5.55% 
5.64% 
5.79% 

6.36% 
6.12% 
6.14% 
6.18% 
6.26% 

0.45% 
0.40% 
OAO% 
0.45% 
0.53% 

1.10% 
0.99% 
0.99% 
0.99,.. 
1.00% 

0.65% 
0.59% 
0.59% 
0.54% 
OA7% 

Jan-10 5,26% 5.77% 6.16% 0.51". 0.90% 0.39% 

Feb-10 5.35% 5,67% 6.25% 0.52·~ 0.90% 0.38% 

Average 6,81% 7.36% 7,71% 0.55% 0.90% 0.35% 

Median 6.90% 7.47% 7.92% 0.52% 0.76% 0.29% 

Sourt:e at InfotTnation: 
S&P Public Ulility Index and Moody's Public Utility Bond AveraCle Ann"al Yields 1928-2010, (AUS Consultants - Utility Services, 2010). 




