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Missouri-American Water Company
Comparable Earnings Analysis

Preliminary

The criteria for selection of the proxy group of one hundred sixteen non-utility companies was that the non-utility
companies be domestic and have a meaningful projected rate of return on book common equity, shareholders’ equity,
net worth, or partners' capital 2012 — 2014 as reported in Value Line Investment Survey {Standard Edition). The proxy
group of one hundred-fifteen non-utility cormpanies was selected based upon the proxy group of six AUS Ulility Reports
water companies’ unadjusted beta range of 0.37 -- 0.85 and standard error of the regression range of 3.1143-4.0599.
These ranges are based upon plus or minus three standard deviations of the unadjusted beta and standard error of the
regression as detailed in Ms. Ahern's direct testimony. Plus or minus three standard deviations captures 99.73% of the
distribution of unadjusted betas and standard errors of the regression.

2012 - 2014,

The Student's T-stalistic associated with these returns exceeds 1.96 at the 95% level of confidence. Therefore, they
have been excluded, as outliers, to arrive at proper mean historical and projected returns as fully explained in Ms.
Ahern’s testimony.

The standard deviation of the group of six AUS Utiity Reparts water companies’ standard error of the regression is
0.1576. The standard deviation of the stardard error of the regression is calculated as follows:

Standard Deviation of the Std. Err. of the Regr. = Standard Error of the Regression

V2N

where: N = number of observations. Since Value Line betas are derived from weekly price change
observations over a period of five years, N = 259

Thus, 0.1676 = 3.5871 = 3.5871

/518 22,7596

Median five year projected rate of return on book common equity, shareholder's equity, net worth, or partners’ capital
including returns identified as outliers as outlined in Note (3) above.

Median of the five year historical and five year projected return on book common equity, shareholder's equity, net worth
or partner's capital excluding returns identified as outliers as outlined on Note (3) above.

The criteria for selection of the proxy group of twenty-five non-utility companies was that the non-utility companies be
domestic and have a meaningful rate of return on book comrmon equity, shareholders’ equity, net worth, or partners’
capital projected 2012 -2014 as reported in Value Line Investment Survey (Standard Edition). The proxy group of
twenty-five non-utility companies was selected based upan the proxy group of eight AUS Utility Reports natural gas
distribution companies’ unadjusted beta range of 0.27 - 0.61 and standard error of the regression range of 2.1508 —
2.8038. These ranges are based upon plus or minus three standard deviations of the unadjusted beta and standard
error of the regression as detailed in Ms. Ahern's direct testimony. Plus or minus three standard deviations captures
§9.73% of the distribution of unadjusted betas and standard errors of the regression.

The Student’s T-statistic associated with these returns exceeds 2.064 at the 95% level of confidence. Therefore, they
have been excluded, as outliers, to arrive at proper mean historical and projected returns as fully explained in Ms.
Ahern’s testimony.

The standard deviation of the proxy group of six AUS Utility Reports water companies’ standard emor of the regression is
0.1088 (24773 / 22.7596).

Source of Infarmation:  Value Line, Inc., September 15, 2009

Value Line Investment Survey (Standard Edition)





