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Ices. In addition to those current services such as call
wafting or caller !D. the deUvery of hundreds ofbroadcast
and Interactive video channels willbe possible. While these
services offer the potential of new revenue streams. they
will simultaneously present a formidable challenge. LEes
will be entering the new {to them} arena of multimedIa
entertainment and will have to develop expertise In mar­
keting and entertainment programmlng acumen; such
skills stand in sharp contrast to LECs' traditional strengths
In engineering and customer service.

Operations
Standard & Poor's focuses on the nature of operations

from the perspective of cost, relfability. and qualIty of
service. Here. emphasis is. placed on those areas that re­
quire management attentionin terms oflIme or money and
which, If unresolved. may lead to poUtical. regulatory. or
compelIlIve pmblerns.

Operations of electric utilities
For electrfcs. the status of utllity plant investment is

reviewed wIth regard to generating plant availabWty and
utillzatlon. and also for compUance with existing and con­
templated environmental and other regulatory standards.
The record of plant outages, equivalent avallabWty, load
factors. heat rates. and capacity factors are examined. Also
important Is effidency. as defined by total megawatt hour
per employee and customers per employee. Transmisslon
interconnections are evaluated In terms of the number of
utWtfes to whIch the utiUty In question has access, the cost
structures and avallable generating capadty of these other
ulilltles, and the price paid for wholesale power..

Because of mounting competition and the substantial
escalation in decommissioning estimates. signIfIcant
Weight Is given to the operation of nuclear fadlltIes. Nu­
clear plants are becoming more vulnerable to hlgh produc­
tion costs that make their ·rates uneconomic. Signlf1cant
assetconcentratlon may expose the utllityto poor perform­
ance. unscheduled outages or premature shutdowns. and
large deferrals or regulatory assets that may need to be
written off for the utility to remain competilIve. Also.
nuclear facilltles tend to represent slgnlJlamt portions of
their operators' generating capabilil)' and assets. The loss
of a productive nuclear unit from both power supply and
rate base can interrupt the revenue stream ami create sub­
stantial addItional costsfor repairs and improvements and
replacement power. The ability to keep these stations run­
ning smoothly and economically directly Influences the
ability to meet electric demand. the stability of revenues
and costs. and. by extension. the ability to maintain ade­
quate creditworthIness. Thus, economic operation, safe
operation, and long-term operation are examined In depth.
Speclffcally. emphasiS is placed on operation and mainte­
nance costs. busbar costs. fuel costs, refueling outages.
forced outages, plant statistics. NRC evaluations. the po­
tential need for repairs, operating licenses. decommission­
ing estlmates and amounts held In external trusts. spent
fuel storage capacity. and Dlllnagement's nuclear experf-

ence. In essence. favorable nuclear operations offer slgnIfl­
cant opportunities but-If a nuclear unit runs poorly or not
at all. the attendant risks can be great.

Operations of gas utilities
For gas pipeUne and distribution companies. the degree

ofplant utWzation. the physical condition orthe mains and·
lines, adequacy ofstorage to meetseasonal needs, Wlost and
unaccounted for w gas levels, and per-unit nongas operat­
ing and construction costs are Important factors. Efficiency
slatlstlcs such as load factor. operating costs per customer.
and operating income per employee are also evaluated In
comparison to other utilities and the industry as a whole.

Operations of water utilities
As a group, water utllftles are continually upgrading

their physical plant to satlslY regulations and to develop
additional supply. Over the next decade. water systems
wW increasIngly face the task of maintaining compUance,
as drinking water regulations change and Infrastructure
ages. Given that the Safe Drinking Water Act was author­
ized in 1914. the first generation of treatment plants bunt
to conform with these JUles are almost 20 years old. Addi­
tionally. because the focus dUring this period was on sat­
Isfying environmental standards, deferred maintenance of
distribution systems has been common, especially in older
urban areas.The increasIng costofsupplying treatedwater
argues against the high level of unaccounted for water
wItnessed in the industry. Consequently, Standard &
Poor's anticipates capital plans for rebuilding dlstributirm
Unes and major renewal and replacement efforts aimed at
treatment plants.

Operations of telephone companies
For ~lephone companies. cost-of-service analysIs fo­

cuses on plant capability and measures of efficiency and
quallty orservice. Plant capability Isascertafned bylooking
at such parameters as percentage of digitally switched
Unes; fiber optic deployment, In particular In those por­
tions of the plant key to network survival: and the degree
of broadband capacity fiber and coaxial deployment and
broadband switching capacity. Efficiency measures in­
clude operating margins. the ratio of employees per 10.000
access Unes, and the extent of network and operations
consolidation. Quality of service encompasses examina­
tion ofquantitative measures. such as trouble reports and
repeat service calls. as well as an assessment of qualltatlve
factors. that may Indude servIce quiility goals mandated
by regUlators.

RegUlation
Regulatory rate-settlng actions are reviewed on a case­

by-case basis with regard to the potential effect on credit­
wDrthlness. Regulators' authorfzlng high rates of return is
of1lttlevalue unless the returns are earnable. Furthermore.
allOWIng high retums based on noncash Items does not
benefitbondholders.AIso. to be viewed posltlvely. regula­
tory treatment should allow consistent performance from
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period to period. given the importance ofllnanclal stability
as a ratlng consideration.

The utilltygroup meets frequently wUh commlssion and
staff members, both at Standard & Poor's offices and at
commission headquarters, demonstrating the importance
Standard & Poor's places on the regulatory arena for credit
quality evaluation. Input -from these meetings and from
reView of rate orders and their impact weigh heavny In
Standard & Poor's analysis.

Standard & Poor's does not "rate" regulatory conunfs­
slons. State commissions typically regulate a number of
diverse industries, and regulatory approaches to dJfferent
types of companies often differ Within a slngle regulatory
jurlsdlctton. This makes it all but impossible to develop
inclusive "ratings" for regulators.

Standard & Poor's evaluation of regulation also encom­
passes the administrative, Judicial and legislative proc­
esses Involved In state ani:! federal regulation. These can
affect rate-se~tIng activities and other asper.ts of the busi­
ness. such as competitive entry. environmental and safety
rules, facllJty siting, and securities sales.

As the utillty industry faces an increasingly deregulated
environment. alternatives to traditional rate-making are
becoming more cr:ltical to the ability of utlllties to effec­
tively compete, maintain earnings power, and sustain
credflor protection. Thus, Standard & Poor's focuses on
whether regulators, both state and federal. will help or
hinder utllltles as they are ~posed to greater competition.
There is much that regulators can do, from allocating costs
to more captive customers to allOWing pricing fiexlbU­
ily-and sometimes just stepping out of the way.

Under traditional rate-making, rates and earnings are
tied to the amount of Invested capital and the cost of
capital 'Ibis can sometimes reward companies more for
Justifying costs than for containing them. Moreover. most
current regulatory policies do not permit utllJtles to be
flexible when responding to competitive pressures of a
deregulated market. Lack offlexlble terJlfs for electr:lc utili­
ties may lure large rustorners to wheel cheaper powerfrom
other sources.

In general, a regulatory jUrlsdlcl10n isvJewed favorably
!fitpermits earning a return based on the abUJty to sustain
rates at competitive levels. In addition to performance­
based rewards or penalties. flexible plans could Include
market-based rates. price caps, index-based prices, and
ratespremlsed on thevalue ofcustomerservice. Such rates
more closely mirror the competltlve environment that utili­
ties are confronting.

Electric indi,lstry regulation

The ability to enter Into long-term arrangements at ne­
gotiated rateS without having to seek regulatory approval
for each contract is also important In the electr:lc IndustIy.
(WhIle contracting at reduced rates constrains financial
performance, Ulessens the potential adverse impact In the
event of retail wheeling. Since revenue losses assodated
with tills strategy are not likely to be recovered from rate­
payers. utilities must control costs well enough to remain
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competitive if they are to sustain current levels of bond­
holder protection.)

Natural gas industry regulation
In thegasindustry, too, several state commission polldes

weigh heavily in the evaluation of regulatory support.
Examples Include stablIizatfon mechanisms to adJustreve­
nues for changes in weather or the economy. rate and
service unbundling decisions, revenue and cost allocatlon
between sales and transportation rostomers, flexible in­
dustr:lal rates. and the general supportIveness ofconstruc­
tion coslS and gas purchases.

Water Industry regulation
In all water utility actiVities, federal and state environ­

mental regulations continue to play a critical role. The
legislative timetable to effect the 1986 amendments to the
Safe Drinking Water Act of 1974 was quite aggressive. But
environmental standards-setting has actually stowed over
the past couple ofyears due largely to Increasingsentiment
that the stringent:. costly standards have not beenJustified
on the basis of publlc health. A moratorium on the prom­
ulgation of significant new environmental rules is antld­
pated

Telecommunications indUstry regulation

Despite the advances in telecommunications deregula­
tion, analysis of regulation of telephone operators will
continue to be a key raling determinant for the foreseeable
future. The method of regulation may be either classIc
rate-based rate ofreturn or some form ofpr:lce cap mecha­
nism. The most important factor is to assess whether the
regulatory framework-no matter which type-prOVides
sufficient financial incentive to encourage the rated com­
pany to maintain its quallty of service and to upgrade its
plant to accommodate newserviceswhile fadng increasing
competition from wirelesSoperators and cable televlslon
companies.

Where regulators do still set tariffs based on an author­
Ized return, Standard & Poor's strives to explore with
regulators lhelrvlew ofthe rate·or-return components that
can materiallyimpact reported versus regulato!}' earnJngs.
Spedfically these include the allowable base upon which
the authorized return can be earned, allowable expenses,
and the authorized retum. Since regulatory oversightruns
the gamut from strict, adversarial relationships with the
regulated operating companies to highly supportive pos­
tures. Standard & Poor's probesbeyond the apparentregu­
latory environment to ascertain the actual impact of
regulation on the rated company.

Management
Evaluating the management of a utility is of paramount

Importance to the analytical process since management's
abilities and dedslons affect all areas of a company's op­
erations. While regulation. the economy, and otheroutside
factors can influence results, it is ultimately the qualIty of
management that determines the success of a company.
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Wfth emerging competltlon, utllity management will be
more closely sautlnlzed by Standard & Poor's and will
become an increasingly critical component of the credit
evaluatlon. Management strategies canbe the key determi­
nant in differentiating utllitles and in establishing where
companies Ue on the business position spectrum. It is
ImperatJve that managements be adaptable. aggressive,
and proactive iftheir uUlltles are to be viable in the future:
thls is espedally Important for utilities that are currently
uncompetltlve. .

Theass~entormanagement Is accomplished through
meetings, conversations, and reviews ofcompany plans. It
fs based on such factors as tenure,' fndustly experience,
grasp offndustiyissues, knOWledge ofcustomersand their
needs, knowledge ofcompetitors, accounting and financ­
fng practices, and commitment to credit quality. Manage­
ment's abflfty and wfllingness to develop workable
strategies to address their systems' needs, to deal wfth the
competitive pressures offree market. to execute reasonable
and effective long-term plans. and to be proactive In lead­
ing their utflltles into the future are assessed. Management
quallty is also Indicated by thoughtful balandng of public
and private priorities, a record of credibility. and effective
communfcaUon with the public, regulatory bodies, and the
financial communfty. Boards ofdirectors will receive ever
more attention with respect to thelt role In setting appro­
priate management incentives.

With competition the watchword, Standard & Poor's
also focuses on management's efforts to enhance financial
condition. Management canbolsterbondholder protection
by taking any number of dJscretionary actions. such as
selling common equity, loWering the common dJvfdend
payout, and paying down debt Also important for lhe
electric industry wJll be creativIty In entering into strategic
alliances and working partnerships that Improve effi­
clem:y, such as central dispatching for a number ofutlllUes
or locking up at-risk customers through long-term con­
tracts or expanded flexible pricing agreements. Proactive
management teams wID also seek alternatives to tradl·
tional rate-base, rate-of-retum rate-making, move to adopt
higher depredation rates for generating facilities. segment
customers by individual market preferences, and attempt
to create superiol" service oiganIzations.

In general, management's abllfty to respond tomounting
competition and changes In the utility industry in a swift
and appropr:late manner will be necessary to maintain
credit health.

Fuel, power, and water supply
Assessment of present and prospective fuel and power

supply fa critical to every electric utillty analysis, whlle
gauging the long-term natural gas supply position for gas
pipeline and distribution companfes and the water re­
sources ofa water utility 15 equally important. There Is no
s[mflar analytical category for telephone utilities.

Electric utilities
For electric utlllUes emphasis Is placed on generating

reserve margins, fuel mIX, fuel contract terms, demand­
side management technIques, and purchased power B!"­

rangements. The adequacy of generating margIns is
examined nationally. regionally, and for each JndMdual
company. However, the reserve margIn picture 15 mud­
died by the impredse nature ofpeak-load growth forecast­
Ing. and also supply uncertainty relating to such things as
Canadfan capacll;y aVallabJllty and potential plant shut­
downs due to age. new NRC rules. add rain remedies, fuel
shortages. problems associated with nontradltlonal tech­
nologIes, an~ so forth. Even apparently ample reserves
may not be what they seem. Moreover, the quality of
capacity is Just as important as the size of reserves. Com·
panles' reserve requirements differ, depending upon Indi­
Vidual operating characteristics.

Fuel dJverslty prOVides flexibility In a changing enViron­
ment. Supply disruptions and price hlkes can raJse rates
and Ignite poUtical and regulatory pressures that Ulti­
mately lead to erosion In financial ped'ormance. Thus, the
abIlIty to alter generating sources and take advantage of
lower cost fuels fs Viewed favol"ably.
Dependen~e on any single fuel means exposure to that

fuel's problems: electric utllitles that rely on all or gas face
the potential for shortages and rapid price increases: utili­
ties that own nuclear generating facUities face escalating
costs for decommissIoning; and coal-fired capacity entails
enVIronmental problems stemming from concerns over
acid rain and the -greenhouse etrect."

Buying power from neighbOring utilIties, qualifying fa­
cility projects, or independentpower producers may be the
best choice for a utility that faces increasing electrfdty
demand. There has been a grOWing reUance on purchased
power arrangements as an alternative to new plant con­
struction. This can be an fmportant advantage, since the
purchasing uUllty avoids potential construction cost over­
runs aswell as rlsldngsubstantlal capital. Also, utilities can
avoid the financial risks typIcal ofa multiyear construction
program that are caused by regulatory lag and prudenca
revfews. Furthermore, purchased power may enhance
supply flexibIlIty, fuel resource diversIty. and maximiZe
load factors. Utilities that plan to meet demand projections
wfth a portfoUo ofsupply-sfde options also may be better
able to adapt to future growth uncartaintIes. Notwith­
standing the benefits of purchasing. such a strategy has
risks associated with it. By entering Into a firm long-term
pucchased power contract that contains a fixed-cost com­
ponent. ut1lItles can incur substantial market. operating.
regulatory, and financial risks. Moreover, regulatory treat­
ment of purchased powel" removes any upSide potential
that might help offset the risks. UtIlIties are not compen­
sated through Incentive rate-making; rather. purchased
power 15 recovered dollar-for-dollar as an operating ex­
pense.

To analyze the financial Impact of purchased power,
Standard & Poor's first calculates the net present value of
future annual capadty payments (discounted at 10%). This
represents a potential debt equivalent-the off-balance­
sheet oblJgatlon that a utl1Jty Incurs when It enters Into a
long-term purchased power conlract However, Standard
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& Poor's adds to the utilItj.'s balance sheet only a portion
of thts amount, recognizing that such a contractual ar­
rangement Is not entirely the equivalent of debt. What
percentage Is added Is a functIon af Standard & Poor's
qualitative analysis of the specific contract and the extent
to which market, operating. and regulatory dsks are borne
by the utilIty (the risk factor). For unconditional, take-or­
p~ contracts. the risk factor range Is from 40%-80%. with
the average hovering around 60%. A lower risk factor Is
typicaUy assigned for system purchases from coal-fired
utilIties and a higher risk factor Is usually designated for
unlt·speclflc nuclear purdiases. The range for take-and­
p~ perfonnapce obligations Is between 10%-50%.

Gas utilities

Forgas distdbutlon utilIties. long-term supply adequacy
obviously Is crltical, but the supply role has become even
more important In credit analyslsslm:e the Federal Energy
Regulatory Commission's Order 636 eUminated the Inter­
state pipeline merchant business. This thrust gas supply
responsibilities squarely on local gas dislrlbutors. Stand­
ard & Poor's has always beUeved dlslrlbutor management
has the expertise and wherewithal to perform thejob well,
but the risks are significant since gas costs are such a large
percentage oftotaI utillty costs. In that regard, It is Impor­
tantfor utillties to getpreapprovalsofsupply plansbystate
regulators or aUeast keep the staffand commissioners wett
Infonned. To minimIze dsks. a well-run program would
diVersify gas sources among dffferent producers or mar­
keters, different gas basins In the U.S. and Canada, and
different pipeline routes. Also, purchase contracts should
be firm, with minimal take-or-pay proVisions, and have
prices tied to an Industry index. A modest percentage of
flxed-price gas Is not unreaSonable. Contracts, Whether of
gas purchases.or pipeRne capacity, should be Intennedlate
term. Staggedng contract expirations (preferably annu­
ally) provides an opportunity tobe an active market player.
A modest degree of reliance on spot purchases prOVides
flexibility, as does the use of market-based storage. Gas
storage and on-property gas resources such as liquefied
natural gasor propane airare effective peak-dayand peak­
season supply management toots.

Since pipeline companies no longer buy and sell natural
gas and are just common carriers, connections with varied
reserve basins and many wells Within- those basins are of
great fmportaI).ce. Diversityofsources helps offsetthe risks
adslng from the natural production declines eventually
experienced by all reserve basins and Individual wells.
Moreover. such diversity can enhance a pipelIne's attrac­
tiveness as a transporter of natural gas to distributors and
end usersseekfng to buy the most economical gas available
for their needs.

Water utilities
Nearly allwatersystems throughout the U.S. have ample

long-term water supplies. Vet to gain comfort. Standard &
Poor's assesses the production capabllity of treatment
plants and the abillty to pump water from underground
aquifers in relation to the usage demands from consumers.
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Having adequate treated water storage facilities has be­
come important In recent years and has helped many
systems meet demands during peak summer periods. Of
Interest Is whether the resources are owned by the utillty
or purchased from other utlllties or localauthorltfes. Own­
Ing properties with water rights prOVides more supply
seeurlty.This Is especlallyso In states like Calffornlawhere
water allocations are being reduced, particularly since re­
cent droughts and environmental 'issues have created
alann. Since the primary cost for water companies is treat­
ment,ltmakeslfttledlfferencewhetherrawwaterlsowned
or bought. In fact. compUance with federal and state water
regulations is very high, and the overall cost to deliver
treated water to consumers remaIns relatively affordable.

Asset concentration in the electric
utility industry

In the electric Industry. Standard & Poor's follows the
operations ofmajor generatlngfacl1lties to assesslfthey are
well managed or troubled. SlgnIDcant dependence on one
generating facllfty or a large financial Investment in a
single asset suggests high risk. The size or magnitude of a
particular asset relative to total generation. net plant in
service. and CODunan equity Is evaluated. Where substan­
tial asset concentration exJsts. the financial proffie of a
company may experience wide swings dependIng on the
asset's performance. Heavy asset concentration 15 most
prevalent among utilities with costly nuclear units.

Earnings protection
In this category. pretax cash Income coverage ofalI Inter­

est charges Is the primaryratio. For this calculation. allow­
ance for funds used during construction (AFUDC) Is
removed from Income and Interest expense. AFUDC and
othersuch noncash Items do not provide any protectlonfor
bondholders. To Identlfy total Interest expense, the analyst
reclasslfles certain operating expenses: The interest com­
ponent of various off-balance-sheet oblJgations, such as
leases and some purchased-powercontracts. Is Included In
Interest expense. ThIs prOVides the most direct Indication
ofa utility's ability to service Its debt burden_

WhUe considerable emphasis In assessing credit protec­
tion is placed on coverage ratias, this measure does not
proVide the enUre earnings prolection picture. Alsoimpor­
tant are a company's earned returns on both equity and
capital. measures that highlight a firm's earnings perform­
ance. ConsideratIon Is given to the Interaction of embed­
ded costs. finandalleverage. and pretaX return on capital.

Capital structure
Analyzing debt leverage goes beyond the balance sheet

and covers quasi-debt items and elements of hidden flnan­
clalleverage. NoncapJtaHzed leases (Including sale/lease­
back obUgatforis), debt guarantees. receivables financing,
and purchased-power contracts are aU considered debt
equivalents and are reflected as debt In calculating capital
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structure ratios. By maldng debt level adjustments. the
analyst can compare the degree of leverage used by each
utWty company.

Furthermore. assets are examIned £0 Identify underval­
ued or overvalued iterns. Assets ofquestionable value are
discounted £0 more accurately evaluate asset protection.

Some 8nns use short-term debt as a permanent piece of
£heir capital structure. Short-term debt also Is constdered
part of permanent capital when It is used as a bridge to
pennanent Bnandng. Seasonal, self.llquidating debt Is ex­
cluded from the permanentdebt amount,but thlssltuatIon
Is rare-with the exception of certain gas utilities. Given
the longlife ofalmostalluUllty assets, short-term debtmay
expose these companies to Interest-rate volatility, remar­
ketlng risk, bank line backup risk, and regulatory exposure
that cannotbe readIly offset. The lowercostofshorter-term
obligations (assuming a positively sloped yield curve) Is a
positive factor that partially mitigates the risk ofinterest­
rate Variability. As a rule of thumb, a level of short·term
debt that exceeds 10% of total capita! is cause for concern.

S[mIlarly, If fioating-rate debt and preferred stock con­
stitute over one-ttrlrd aHota! debt plus preferred stock, thfs
level Is viewed as unusually hJgh and may be cause for
concern. It might also Indic;ate that management Is aggres­
sive In Its finandal policies.

A layer of. preferred stock in the capital structure Is
usually viewed as equity-since dividends ere discretion­
ary and the subordinated clalm on assets provIdes a cush­
ion for providers of debt capitaL A preferred component
of up to 10".6 Is typically viewed as a permanent wedge [n
the capital structure ofutilities. However. as rate-of-return
regulation Is phased out. preferred stock may be vIewed
by utIlfties-as many Industrial flrms would-as a tempo­
rary option for companies that are not current taxpayers
that do not benefit from tl:ie tax deductibility of interest.
Even now. floating-rate preferred and money market per­
petual preferred are problematic; a rise in the rate due to
deteriorating credit quality tends to induce a company to
take out such preferred stock with debt. Structures that
convey !:aX deductibility to preferred stock have become
very popular and do generally afford such fInancings with
equity treatment.

Cash flow adequacy
Cash flow adequacy relates to a company's ablUty to

generate funds internally relative to Its needs. It Is a basic
component of credit analysis because It takes cash to pay
expenses, fund capital spending, pay dividends, and make
Interest and prlndpal payments. Since both common and
preferred dividend payments ere important £0 maintain
capital market access. Standard & Poor's looks at cash flow
measures both before and after d[vldends are paid.

To determine cash flow adequacy. several quantitative
relationships ere examined. Emphasis Is placed on cash
flow relative to debt. debtservlce requirements, and capital
spending. Cash flow adequacy is evaluated with respect to
a finn's abillty to meetall fixed charges. includingcapaclty
payments under purchased-power contracts. Despite the
condltlonal nature of some contracts, the purchaser Is ob­
llgated to pay a minimum capacity charge. The ratio used
Is funds from operations plus Interest and capaclty pay­
ments divided by Interest plus capacity payments.

Financial flexibility/capital attraction
Financing fiexlbility Incorporates a utility's financing

needs. plans. and alternatIves, as well as Its flexibIlity to
accomplish its finandng program under stress wIthout
damaging creditworthiness. External funding capabIlIty
complements Internal cash flow. FspedaDy since utilities
are so capitalintenslve, a firm's ability to tap capital mar­
kets on an ongolngbasis mustbe considered. Debt capadty
reflects all the earlier elements: earnings protection, debt
leverage, and cashfiow adequacy. Market accessat reason­
ablerates Isrestdded Ifareasonable capJtal structure Is not
maintained and the company's flnandal prospects dim.
The analyst also reviews indenture restrittJons and the
impact ofaddltJonal debt on covenant tests.

Standard &. Poor's assesses a company's capacity and
wllllngness £0 issue common eqUity. This is affected by
various factors. Including the merket-to-hook ratio, dIvi­
dend policy, and any regulatory restrictions regarding the
composltlon of the capital structure.
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Criteria ICorporates IGeneral:

Criteria Methodology: Business Risk/Financial
Risk Matrix Expanded.
(Editor's Note: In the previous versi011 ofthis artide published on May 26, certain of the Talblg olltcomes in the

table 1 matrix were missated. A corrected veTsi01l [allows.)

Standard & Poor's Ratings Setvices is refining its methodology for corporate ratings related to its business

risk/financial risk matrix, which we puhlished as part of 2008 Corporate Ratings Critetia on April 15, 2008, on

RatingsDirect at www.ratingsdirectcom and Standard & Poor's Web site at www.standardandpoors.com.

This article amends and supersedes the criteria as published in Corporate Ratings Criteria, page 21, and the articles

listed in the "Related Articles" section at the end of this report.

This article is part of a broad series of measures announced last year to enhance our governance, analytics,

dissemination of information, and investor education initiatives. These initiatives are aimed at augmenting our

independence; strengthening -the raring process, and increasing our transparency to better serve the global markets.

We introduced· the business risk/financial risk matrix four years ago. The relationships depicted in the matrix

represent an essential element of our corporate analytical methodology.

We are now expanding the matrix, by adding one category to both business and financial risks (see table 1). As a

result, the matrix allows for greater differentiation regarding companies rated lower than investment grade (i.e., 'BE'
and below).

Tabla 1

Business Risk Profile Financial Risk Profile

Minimal Modest Intermediate Signilicanl Aggressille Highly Leveraged
Excellent AAA AA A A- BBB
SlronQ AA A A- BBB BB BB-

SatisfactOJ,/ A· BBBt BBB BSt BB· Il+

Fair BBB· BBt BB BB- B

Weak BB BS- St B-
Vuloorable B+ B CGC+

Thes. ratin~ outcomes am shown for guit!anee JXIlpO~esonlv. Actual rating should b. within OnD nolch 01 indicated rating lIUtcolllSli.

The rating outcomes refer to issuer credit ratings. The ratings indicated in ea~h cell of the marrix are the midpoinrs

of a range of likely rating possibilities. This range would ordinarUy span one notch above and below the indicated

rating.
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Criteria I Corporates rGeneral: Criteria Methodology: Blisiness RiskIPitlaltcial Risk Matrix Expanded

Business R,isklFinancial Risk Framework
Our corporate analytical methodology organizes the analytical process according to a common framework, and it

divides the task into several categories so that all salient issues are considered. The first categories involve

fundamental business analysis; the financial analysis categories follow.

Our ratings analysis starts with the assessment of the business and competitive profile of the company. Two

companies with identical financial metrics can be rated very differently, to the extent that their busineSs challenges

and prospects differ. The categories underlying our business and financial risk assessments are:

Business risk

• Country risk

• Industry risk

• Competitive position

ProfitabiJitylPecr group comparisons

Financial risk

• Accounting

• Financial governance and policies/risk tolerance

• Cash flow adequacy

• Capital structure/asset protection

• Liquidity/sllort-term factors

We do not have any predetermined weights for these categories. The significance of specific factors varies from

situation to situation.

Updated Matrix
We developed the matrix to make explicit the rating outcomes that are typical for various business risk/financial risk

combina tions. It illustrates the relationship of business and financial dsle profiles to the issuer credit rating.

We tend to weight business risk slightly more than financial risk when differentiating among investment-grade

ratings. Conversely, we place slightly more weight on financial risk for speculative-grade issuers (see table 1, again).

There also is a subtle compounding effect when both husiness risk and financial risk are aligned at extremes (Le.,

excellent/minimal and vulnerablelhighly leveraged.)

The new, more granular version of the matrix represents a refinement--not any change in rating criteria or

standards--and, consequently, holds no implications for any changes to existing ratings. However, the expanded

matrix should enhance the transparency of the analytical process.

Financial Benchmarks

.,
I

www.standardandpoors.com/l:atingsdirec1
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Criteria I Corporates I General: Criteria Methodology: Busi,tess RiskIFillll1ldal Risk Matrix Expanded

TabID 2

MInimal

Modest

Intermediate

Significant

Aggressive

HighlV Leveraged

FFO/Debl (%1
.greater than 60

45-60

31H5

20-30

12-20

less than 12

DebtJEBITDA (x)
leSli than 1.5

1.5·2

2·3

greater than 5

Oebl/Capilal (%)
leSlilhan25

25·35

35·45

45-50

50·60

greater than 60

•
How To Use The Matrix--And Its Limitations
The rating matrix indicative outcomes are what we typically observe-but are not meant to be precise indications or

guarantees of future rating opinions. Positive and negative nuances in our analysis may lead to a notch higher or

lower than the outcomes indicated in the various cells of the matrix.

In certain situatiollS there rnay be specific, overarching risks that are outside the standard framework, e.g., a

liquidity crisis, major litigation, or large acquisition. This often is the case regarding credits at the lowest end of the

credit spectrum-i.e., the 'ecc' category and [ower. These ratings, by definition, reflect some impending crisis or

acute vulnerability, and the balanced approach that underlies the matrix framework just does not lend itself to such

situations.

Similarly, Some matrix cells are blank because the underlying combinations are highly llnusual·-and presumably

would involve complicated factors and analysis.

The following hypothetical example illustrates how the ta bles can be used to better understand our rating process

(see tables 1 and 2.).

We believe that Company ABChas a satisfactory business risk profile, typical of a low investment.grade industrial

iSSller.lf we believed its financial risk were intermediate, the expected rating oUlCome should be within one notch of

'BllB'. ABC's ratios of cash flpw to debt (3S%) and debt leverage (total debt to EBITDA of2.5x) are indeed

characteristic of intermediate financial risk.

It might be possible for Company ABC to be upgraded to the 'A' category by, for example, reducing irs debt burden

to the point that financial risk is viewed as minimal. Funds from operations (FFO) to debt of more than 60% and

debt to EElTDA of only 1.Sx would, in most cases, indicate minimal.

Conversdr, ABC may choose to become more financially aggressive-perhaps it decides to reward shareholders by

borrowing to repurchase its stock. It is possible that the company may fall into the 'liB' category if we view irs

financial risk as significant. FPO to debt of 2.0% and debt to EBITDA 4x would, in our view, typify the significant

financial risk category.

•
Still, it is essential to realize that the financial benchmarks are guidelines, neither gospel nor guarantees. They can

vary in nonstandard cases: For example, if a company's financial measures exhibit very little volatility, benchmarks

may be somewhat more relaxed.

Standard & Poor's RalingsDirect I MayZ7. zoos
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Criteria I Corp orates I GeJleral: Criteria Met/mdology: Business Risk/Financial Risk Matrix Expanded

Moreover, our assessment of financial risk is not as simplistic as looking at a few ratios. It encompasses:

• a view of accounting and disclosure practices;
• a view of corporate govern'ance, fmancial policies, and risk tolerance;

• the degree of capital intensitY, flexibility regarding capital expenditures and 'other cash needs, including
acquisitions and shareholder distributioDS; and

• various aspects of Iiquidity--including the risk of refinancing near-term maturities.

The matrix addresses a company's standalone credit profile, and does not take account of external influences, which
would pertain in tbe case of government-related entities or subsidiaries that in our view may benefit or suffer from

affiliation with a stronger or weaker group. The matrix refers only to local-currency ratings, rather thim
foreign-currency ratings, which incorporate additional transfer and convertibility risks. Finally, the matrix does not
apply to project finance or corporate securitizations.

Related Articles
Industrials' Business RiskIFinancial Risk Matrix--A Fundamental Perspective On Corporate Ratings, pu!:>lished April
7,2005, on RatingsDirect.

www.standardandpoors.com/ratingsdirect
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Missouri-American Water Company
Capitalization and Financial Statistics

2002-2006, Inclusive

Notes:

(1) All capitalization and financial statistics are based upon financial statements as originally reported
in each year.

(2) Computed by relating actual total debt interest or preferred stock dividends booked to average of
beginning and ending total debt or preferred stock reported to be outstanding.

(3) Funds .from operations (sum of net income, depreciation, amortization, net deferred income tax and
investment tax credits, less total AFUDC) plus interest charges divided by interest charges.

(4) Funds from operations (as defined in Note 3) as a percentage of total debt.

Source of Information: Missouri-American Annual Reports to the Public Service Commission of the State of
Missouri and Audited FinanCial Statements
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MISSOURI-AMERICAN WATER COMPANY

CAPITAllZATION AND FINANCIAL STATISTICS (1)
2000 - 2004, INCLUSI\!!i

CAPIIAUZATION STATISTICS

e,MQUNT OF CAPITAL EMPLOYED
TOTAL PERMANENT CAPITAL
SHORT·TERM DEBT
TOTAL-CAPITAL EMPLOYED

2008

$725,243
54,260

$779,5~3

WI

$617.550
66.810

$684.360

~
(MILUONS OF DOLLARS)

$510.163
62.875

$573,036

~

$608,792
24,530

$533.322

~

$515.396
21.475

$536.671

INDICATE{) AVERAGE CAPITAL COST BATES l2.l
TOTAL DEBT

DIVIDENp PAYOUT RATIO

5,50 %

70,80 %

5.44 %

54.27 "

5,80 %

78.43 "

5,83 %

103,95 %

5,84 %

69,34 %

5 YEAR AVERAGE

75,38 %

CAPiTAL STRUCTURE RATIOS
BASED ON TOTAL PERMANENT CAPITAl.:
LONG-TERM DEBT
MINORITY INTEREST
COMMON EQUITY
TOTAL

BASED ON TOTAL CAPITAL,
TOTAL DEBT,INClUDING SHORT·TERM
MINORITY INTEREST
COMMON EQUITY
TOTAL

DJVIDENI? PAYOT RATIO

RATE OF RETURN ON AVERAGE COMMON EaUITY

TOTAL DE::BT I EBIJPA (3)

fUNDS fROM OPfBAIIQNS !TOTAl PEBTl4l

TOTAL DEBT I TOTAL CAPITAL

NotS$:
(1)

(2)

(3)
(4)

53.21 % 51,17 % 55.70 % 55.87 % 58.26 % 54M %
0,36 0.43 0.52 0.52 0,52 0.47

46.43 46.40 ~ $W. 43.22 ~
1lIWl!1 % ~% 1ml.QQ % .tllllJlll% ~% 1Jl.Q.ll!l%

56.46 % 55,95 % 60.56 % 57.90 % 58.01 % 57.77 %
0,34 0.38 0.46 0.50 0.50 0,44
~ 43.87 36.98 41.e0 ~ ~

1lIWl!1 % lJlll.l!2 % 1ml.QQ % lJlll.Qll % ~% lll!J..!l.Q%

72.49 % 55.05 % 79.49 % 105,57 % 70.13 % 76.55 %

3,13 % 6.28 % 7.71 % 9,51 % 6.75 % 6.68 %

5.56 X 5.85 X 5.58 X 5.19 X 4,70 x 5,38 x

12.00 % 10.46 % 6.50 % 17.26 % 13,62 % 11.98 %

56,46 % 55.95 % 60,56 % 57.90 % 56.01 % 57.76 %

All capitalization and flnanclal slafl:tics (or !he group are !tie arithmetic aver:age of Ute achieved results foreadt individual cornpllllY In !tie group,
aJ1d are based upon f1nancfal slatem'enls as or1ginaly ",PDrted In each year. ' .
Compult!d by relating actuallDlaI deblinleresl Dr preferred slock diVidends booked to average of beginning llt1d enlllng IoIaI debt or preferred stock
reported tD be outslandlng.
Tolal debl 8S a pen:enIaQe of EBITDA (EaminQs before Inleres\.lncome Taxes. DepreclatiDn and AmDl1lzaUonl
Funds from opel'lllons (as defined In Nole 3) as a percenlage Df lolal debt
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CAPlTALIZAllON STAllSTICS

AMOUNT OF CAPiTAL EMPLOYED
TOTAL PERMANENT CAPITAl
SHORT·TERM DEBT

TOTAL CAPITAL EMPLOYED

INDICATED AVERAGE CAPlTAL COST RATES !2l
TOTAL DEBT
PREFERRED STOCK

CAPITAL STRUCTURE RATiOS
BASED ON TOTAL PERMANENT CAPITAL:

LONG-TERM DEBT
PREFERRED STOCK
COMMON EQUITY

TOTAL

BASED ON TOTAL CAPITAL:
TOTAL DEBT, INCLUDING SHORT·TERM
PREFERRED STOCK
COMMON EQUITY

TQTAL

FINANCIAL STAllSllCS

•
Proxy Group of Six AUS Utillly Reports Water Companies

capitalization and F1l1anclal Statistics (1)
2004 - 2ooB, Inclusive

~ . 6QQl gQQ§ '2005 gJ!Q!
(MILLIONS OF DOLLARS)

$748.685 $121.1111 $853.390 $583.318 $547.791
$40.929 $18.081 m.n5 $29.468 $23.519

$789.813 $739.973 $681.165 ..-=!912.784 5571.310

5.86 % 6.24 % 8.50 % 8.28 % 8.28 %
2.98 5.34 5.34 5.33 3.58

5 YEAR
AVERAGE

46.80 % 49.03 % 47.38 % 50.03 % 50.00 % 49.05 %
0.22 0.34 0.35 0.40 0.44 0.35

5098 ~ 52.27 49.57 ~ 50.60
.1.IWW. % .1IIllJlll% J.llllJllI% .1IIllJlll% .ullIJlll % J.llllJllI%

51.95 % 50.21 % 48.69 % 51.89 % 51.49 % 50.81 %
0.20 0.34 0.35 0.40 0.42 0.34

47.85 49.45 ~ 47.91 ~ ~
1QaJlD % .1IIllJlll% 1lWlll % mllQ% 1!IIlJlQ % .12IlJlll %

.'

FINANCIAL RATIOS· MARKET BASEP
EARNINGS I PRICE RATIO
MARKET I AVERAGE BOOK RATIO
DMDEND YIELD
DMDEND PAYOUT RAllO

RATE OF RETURN ON AVERAGE BOOK COMMON EaUITY

TOTALOEBTIEBITPA(~

FUNDS FROM OPERATIONS /TOTAL OEBT<4\

TOTAL DEBT /TOTAL CAPITAL

See Page 2 for nole.9.

4.39 % 3.65 % 3.95 % 4.16 % 4.63 % 4.16 %
205.16 253.37 276.98 261.23 229.28 245.20

3.16 2.61 2.51 2.n 3.17 2.64
71.25 70.28 67.76 66.71 70.07 89.21

6.99 % 9.09 % 10.64 % 10.53 % 10.32 % 9.91 %

3.97 X 3.65 X 3.52 X 3.62 X 3.78 X 3.71 X

16.49 % 16.80 % 21.00 % 19.35 % 20.42 % 19.21 %

51.95 % 50.21 % 48.69 % 51.69 % 51.49 % 50.81 %
(J)
0::r
III
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P10XY Group ofSix AUS Utility Reports Water Companies
Capitalization and Financial Statistics

2004-2008. Inclusive
Notes:

(1) All capitalization and financial statistics for the group are the arithmetic average of the achieved resuIts
for each indiVidual company in the group, and are based upon financial statements as originally reported
in each year.

(2) Computed by relating actual total debt interest or pr~erred stock dividends booked to average of
beginning and ending total debt or preferred stock reported to be outstanding.

(3) Total debt as a percentage of EBITOA (Earnings before Interest, Income Taxes. Depreciation and
Amortization).

(4) Funds from operations (as defined in Note 3) as a percentage of total debt.

Selection Criteria:

The basis of selection was to include those water companies: 1) which are included in the Water
Company Group ofAUS Utility Reports (september 2009); 2) which have Value Line five-year EPS growth rate
projections or Reuters consensus five-year EPS growth rate projections; 3) which have positive Value Une fIVe­
year DPS growth rate projections; 4) which have a Value Line adjusted beta as published in Value Line
Investment SurvEn': 5) which have not cut or omitted their common diVidends during the five years ending 2008
or through the time of the preparation of this testimony; 6) which have 60% or greater of 2008 total net
operating income derived from and 60% or greaterof 2008 total assets devoted to regUlated water operations;
and 7) which at the time of the preparation of Ms. Ahem's accompanying direct testimony, had not pUblicly
announced.that they were involved in any major merger or acquisition activity.

The follOWing six water companies met the above criteria:

American States Water Co.
Aqua America, Inc.
California Water Service Group
Middlesex Water Company
S~W Corporation
York Water Co.

Source of Information: Standard & Poor's Compustat Services, Inc.• PC Plus I Research
Insight Database

EDGAR Online's I-Metrix Database
Company Annual Forms 10K
AUS Merger and Acquisition Quarterly Report, June 30, 2009
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Proxy Group of Eight AUS Utility Reports GaB Distribution Companies

CapItalization end Financial Statistics (1)
2004 - 2008, lncJusive

•

$1,920.515 $1,908.259 $1.846.566 $1.771.276 $1,502.998
$319.296 $184.755 $197.905 $136.681 $102.219

$2.239.8J1 $2.0ll3.013 . $2,044.489 $1,907.959 $1,605.211

6.68 % 6.21 % 6.52 % 6.54 % 6.06 %
6.79 4.83 4,80 4.78 4.82

5 YEAR
AVERAGE \

47.65 49.29 % 50.81 % 5o.e5 % 50.02 % 49.74 %
0.33 0.40 0.40 0.40 0.40 0.39
~ ~ ~ ~ ~ WI
~% .lJl.Q.Wl. % 1lllLllll % ~% 1llllJlll % ~%

55.37 % 54.18 % 55.70 % 54.44 % 53.04 % 54.55 %
0.27 0.35 0.35 0.38 0.37 0.34

44.36 . 45.47 ~. 45.20 46.59 45.11
~% J.WI,gQ % lml.Wl % j,gg.JIIl % JWlJl.O % :uIllJIll %

CAPITALlZAllON STATISTICS

AMOUNT OF CAPITAL EMPl.QtJ;O
TOTAl PERMANENT CAPrTAL
SHORT-TERM DEBT

TOTAl CAPITAL EMPlOYED

INDICATED AVERAGE CAPITAL COST RATES (2)
TOTAl. DEBT
PREFERRED STOCK

CAPITAL STRUCTURE; RATIOS
BASED ON TOTAL PERMANENT CAPITAL:

LONG-TERM DEBT
PREFERRED STOCK
COMMON EQUITY

TOTAL

BASED ON TOTAL CAPITAL:
TOTAL DEBT, INCLUDING SHORT-TERM
PREFERRED STOCK
COMMON EQUITY

TOTAL

~ gggz: m§ ~

(MILLIONS OF DOLLARS)
.2Q2!

FINANCIAL STATISTICS

FINANCIAL RATIOS - MARKET §ASEP
EARNINGS I PRICE RAno
MARKET I AVERAGE BOOK RATIO
DIVIDEND YIELD
OIVIDEND PAYOUT RATIO

BATE OF RETURN ON AVERAGE BOOK COMMON EgUl1Y

TOTAL DEBT I EBITPA (3)

FUNDS FROM QPERATIONS /TOTAL DEBT (4)

TOTAL gesT (TOTAL CAf'lTAl.

See Page 2for noles.

7.43 % 6.38% 11.37 'l6 6.02 'lI1 6.34 % 6.51 %
159.78 173.69 171.91 171.08 1115.73 188.44

4.28 3.81 4.00 4.02 4.10 4.04
59.09 61.50 63.34 67.34 69.07 64,07

11.58 % 11.08 % 10.93 % 10,50 % 10.40 % 10.90 %

3.82 X 3.41 X 3.63 X 3.67 X 3.64 X 3.69 X

16.41 % 19.87 % 19.09 % 19.05 % 21.24 % 19.13 %

55.37 % 54.18 % 55.70 % 54.44 % 53.04 % 54.55 % (J)
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Proxy Group of Eight AUS Utility Reports Natural Gas Distribution Companies
Capitalization and Financial Statistics '

2004-2008, Inclusive
Notes:

(1) All capitalization and financial statistics for the group are the arithmetic average of the achieved resuIts
for each individual company in the group, and are based upon financial statements as originally reported
in each year.

(2) Computed by relating actual total debt interest or preferred stock dividends booked to average of
beginning and ending total debt or preferred stock reported to be outstanding.

(3) Total debt as a percentage of EBITDA (Earnings before Interest, Income'Taxes. Depreciation and
Amortization).

(4) Funds from operations (as defined in Note 3) as a percentage of total debt.

Selection Criteria:

The basis of selection was to include those gas distribution companies: 1) which are included in the
Natural Gas Distribution & Integrated Natural Gas Company Group ofAUS Utility Reports (September2009); 2)
which have Value Line five-year EPS growth rate projections or Reuters consensus five-year EPS growth rate
projections; 3) which have positive Value Line five-year DPS growth rate projections, 4) which have a Value
Une adjusted beta as published in Value Line Investment Surve~; 5) which have not cut or omitted their
common dividends during the five years ending 2008 or through the time of the preparation of this testimony; 6)
which have 60% or greater of 2008 total net operating income derived from and 60% or greater of 2008 total
assets devoted to regUlated gas distribution operations; and 7) which at the time of the preparation of Ms.
Ahem's accompanying direct testimony. had not publicly announced that they were involved in any major
merger or acquisition activity.

The follOWing eight gas distribution companies met the above criteria:

AGl Resources, Inc.
Atmos Energy Corp.
Delta Natural Gas Company
Laclede Group. Inc.

Northwest Natural Gas Company
Piedmont Natural Gas Co.• Inc.
Southwest Gas Corporation
WGL Holdings, Inc.

•
Source of Information: Standard &Poor's Compustat Services, Inc., PC Plus I Research

Insight Database
EDGAR Online's l-Metrix Database
Company Annual Forms 10K
AUS Merger and Acquisition Quarterly Report, JunE; 30, 2009
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C!p!!s! Stn1dtmlllased upon TIIlIIl capJllll !or
IhB Proxy Group of EIght AUS UII!Ity Repats Natulal Gas Dlslribllllcln ComPllnles

lor!htt y""", 2!!04 !!Jpugh 2006

5YEAR

~ Zl!QZ. 2!lQ!! m. ~ ~

AQt Rgopunm me.
Llln~Tonn Dolll 39.64 'l4I 42.25 'I(, 42.55 'l4I 43.98 '110 48.05 'lIo 43.29 'Yo
SIlorI·Torm Debt 20.50 14.&4 14.14 . 14.21 9.89 14.67
Preferred Slock 0.76 1.19 1.10 1.02 1.07 1.03
C<>mmIInEqully ~ ~ ~ ~ !MIl !!.M

TlIlDlCapllDl :I!!!!Jl!!. ... j!lQ.ll!l'" jjll!.lm'l(, .1QQ.Cll % l!!O.Qll ". ~%

AtmQ5 Enemy Corp.

lIIn~·Term Delli 48.88 % 50.18 % 51.112 % 55.58 '10 43.35 'llo 49.58 'lII
$hort·Term Debt 7,75 3.65 9.07 3.111l 0.00 4.81
PreIe1nld Stock 0.00 0.00 0.00 0.00 0.00 0.00
Common Equity :WI ~ ~ !!ill !!M§ ~

Tollli CSpl!D1 J!lM2 'Ilo 100.00 'l4I W.llIl % W.!lQ'Il> 1!l!!.l!ll'llo jMJIll'llo

Della Natura' Gas CIImpllll'i
Lo~Term Debt 48.02 % 50.51 '110 50.14 'lIo 48.92 'II> SO.52 'Ilo 49.82 'lIo
ShOll-Tenn Debt 5.51 3.5-4 5.69 5.36 4.36 4.94
Pre_Slack 0.00 0.00 0.00 0.00 0.00 0.00
Common Equity ~ .§.M ~ ~ ~ ~

Total CIlpltaI .1QQ.QQ. 'l4I 1llQ.Q!I.'Ilo .1lllIJl.lI% .1lllIJl.lI% :IllllJ!!!'lII :IllllJ!!!'lIo

ladede Gflll!!! 1rJC.
Lonll""Term Dobt 31.73 'I(, 36.18 'llo 39.29 oj, 48.48 'llo 48.81 % 40.86 %
Sho/loTellll Debt 28.57 20.40 20.60 8.63 8.66 17.35
Prefen'8d $lock 0.05 D.08 0.09 0.12 0.15 O.lD
Common Equity ~ ~ ~ ~ c4Z&ll ~

TolDlcepltll 1CllJlIl;'l4I 1!l!!.l!ll% ~'l4I W.ll!l % W.ll!l'll> .1O:MQ'l4I

Norbwst NItrJl"@!OnCOmpany

• Lonll-Term Debt 36.88 'II 41.20 '110 43.87 'lIo 42$ % 42.88 ... 41.44 '110

Short-Tenn Debt 17.88 11.40 8.03 10.19 6:ra 11.25
Prefen'8d Stock O.DO 0.00 0.00. 0.00 0.00 0.00
Common Equity ~ ru.9. .!!.11 ~ ~ !U1

Tollli Caplllll jOOJl!llE> .1.llll.llD:'l!I W.ll!l'l(, lWJlQ'I(, ~'l!o 10000 '110

Pledm9!1l N8ItmII Gas co. Inc,
lonII-Tenn Debt 36.112 % 43.44 '110 43.93 'II> 38.76 'I(, 40.63 % 41.14 'l4I
Short-Term Debt 19.19 10.30 9.05 9.31 6.73 10.92
Preferred stock 0.00 0.00 D.OO 0.00 0.00 0.00
CcmmonEquIty ~ ~ ill!a ~ ~ ~

TotlI Caplllll .1llll.ll!l% 1lll!J!I!'l!o W.ll!l'lO 10000 % 1QQ..OO % 1M&!! ".

Southwest GB.CIIrporallon
Long-Term Debl 52.20 'l!I 58.58 'll> 61.07 'II> 64.SO'llo 81.81 'llo 59.80 %
ShorI-Term Debt 2.41 0.38 0.00 1.09 4.77 1.73
Preferrnd Slack 0.00 0.00 0.00 O.OD 0.00 D.OO
Common equity ~ ~ ~. ~ ria ~

Tolal CepllIlI .1QQ.QI! 'Ilo .1l!Q,!!!!'Il> 1DD.DP'll> .1llMQ'lIo ~'II> ~%

WGL Holdings Inc.
Long-Torm Debt 33.54 % 34.82 % 36.11 'I(, 36.72 'lit 39.97 'lit 36.83 'lit
Short-Term Dob! 13.38 10.00 10.05 2.56 5.87 B.39
Prefamld Slock 1.39 1.54 1.60 1.76 1.73 1.5B
Common Equity U1Q l>W. ~ JEJ!I ~ ~

Tolol CopIlIll
J.ll!lm "

m:J.Qll % 1Q!!.W'llo 100.00 % 1ClJlJ!l!% .1J!MQ %

A.BraGo !or the Pro>cy Grnup of
EIGht AUS NalurOI Ga. Dl.trl!lu1lon
Lo~Teom Debt 40.97 % <I4.B!l % 48.10 % 47.56 'II> 48.92 'lit 45,29 'lIo
Short-Term Debt 14.40 9.29 9.60 6.68 6.1l! 9,28
Pnlfomld Stock o.:l7 11.35 0.35 0.38 0.37 0.34
Common Eqully ~ §,£ ~. ~ ~ ~

TotlIcapllal 10000 'llo 1DO.OO'l!l 10000 '110 l!I.Q.Q2 % 10000 % :m!lJl!! 'l&

Source of InformBUon:
5landarclllo Poots Compuslot services, 1=. PC Plus f R...ean:l1ln.~htDallI Base
EDGAR 0nI1no'. ~Molrtx DaIIlboso
AnnuaI_11H<

•



• Schedule PMA-6

Missouri-American Water Company
Hypothetical Example of the Inadequacy of
A DCF Return Rate Related to Book Value

When Market Value is Greater / Less than Book Value

Notes: (1) Comprised of 3.5% dividend yield and 6.5% growth.

(2) $24.00 * 3.5% yield =$0.840.
(3) $1.333/ $24.00 market value =5.55%.

(4) $3.000 I $24.00 market value =12.50%.

(5) Expected rate of growth per market based DCF model.

(6) Actual rate of growth when DCF cost rate is applied to book value ($1.333 possible
earnings - $0.840 dividends =$0.493 for growth f $24.00 market value =2.05%).

(7) Actual rate of growth when DCF cost rate is applied to book value ($3.000 possible
earnings - $0.840 dividends = $2.160 for growth I $24.00 market value =9.00%).

•

•

1

Line No. Market Value

1. Per Share $ 24.00

2. QCF Cost Rate (1) 10.00%

3. Return in Dollars $ 2.400

4. Dividends (2) $ 0.840

5. Growth in Dollars $ 1.560

6. Return on Market Value 10.00%

7. Rate of Growth on Market Value 6.50% (5)

6 ~

Book Value with Book Value
Market to Book with Market to
Ratio of 180% Book Ratio of

$ 13.33 $ 30.00

10.00% 10.00%

$ 1.333 $ 3.000

$ 0.840 $ 0.840

$ 0.493 $ 2.160

5.55% (3) 12.50% (4)

2.05% (6) 9.00% (7)
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Schedule PMA-7

Missouri-American Water Comoany
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

Notes:-
(1) From Schedule PMA-8.
(2) This reflects a growth rate component equal to one-half the conclusion of growth rate (from

Schedule PMA~9) x Column 1 to reflect the periodic payment of dividends (Gordon Model)
as opposed to the continuous payment thus, for American States Water Co., 2.81 % x (
1/2)C 8.25% ) =0.12%.

(3) Column 1 + Column 2.
(4) From page 1 Schedule PMA~9.

(5) Column 3 + Column 4.



•

•

Proxy Group of Six AUS Utility Reports
Companies
American Stales Water Co.

.Aqua America, Inc.
California Water Service Group
Middlesex Waler Company
SJW Corporation
York Water Company

Average

Median

Proxy Group of Eight AUS Utllity Reports
Companies
AGL Resources Inc.
Atmos Energy CorpQratlon
Delta Nalural Gas Company
Laclede Group, Inc.
Northwest Natural Gas Co.
Piedmont Natural Gas Co., Inc.
Southwest Gas Corporation
WGL Holdings, Inc.

Average

Median

Notes: (1)

Schedule PMA 6

Missouri-American Water Company
Derivation of Dividend Yield for Use in Ihe

Discounted Cash Flow Model

Dlvldend Yleld
Average

of Average
Spot Last 3 Dividend

(9/30/2009)(1) Months (2) Yield (3)

2.76 % 2.85 % 2.61 %
3.06 3.09 3.07
3.03 3.11 3.07
4.72 4.69 4.70
2.69 2.94 2.91
3.64 3.23 3.43

3.35 % 3.32 % 3.33 %

3.05 % 3.10 % 3.07 %

4.88 % 5.04 % 4.96 %
4.66 4.60 4.74
4.91 5.13 5.02
4.79 4.70 4.75
3.79 3.70 3.74
4.51 4.46 4.49
3.72 3.85 3.79
4.44 4.45 4.45

4.47 % 4.52 % 4.49 %

4.60 % 4.56 % 4.62 %

•

The spot dividend yield is the current annualized dividend per snare divided by
the spot market price on 9/30/Z009.

(Z) The average 3-month dividend yield was computed by relating the Indicated
annualized dividend rate and markel price on the last trading day of each of the
Three months ended 9130/2009.

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

Source of Information: sap Stock Guides
yahoo.ftnance.com



•
Schedule PMA·9

MissourI-American Water Company
Current Institutional Holdings and Individual Holdings for

the Proxy Group of Six AUS Utility Reports Water Companies
and the Proxy Group of Eight AUS Utility Reports Nalrual Gas DislributionCompanles

1

September 30, 2009
Percentage of
Institutional

Holdings

Proxy Group of Six AUS utllily Reports
Water Companies

september 30, 2009
Percentage of

Individual
Holdings (1)

American States Water Co.
Aqua America, !nc.
Califomia Water Service Group
Middlesex Water Company
8JW Corporation
York Water Company

Average

57.14 %
44.68
47.91
36.45
47.03
20.18

42.23 %

42.86 %
55.32
52.09
63.55
52.97
79.62

57.77 %

••
Notes:

Proxy Group of Eight AUS Utility
Reports Gas Distribution Companies
AGL Resources, Inc.
Atmos Energy Corp.
Delta Natural Gas Company
Laclede Group, ·lnc.
Northwest Natural Gas Company
Piedmont Natural Gas Co., Inc.
Southwer;t Gas Corporation
WGL Holdings, Inc.

Average

(1)(1 • column 1).

59.32 % 40.66 %
58.53 41.47
17.54 62.46
47.52 52,48
56.10 41.90
46.30 53.70
73.24 26.76
61.76 38.24

52.79 % 47.21 %

•

Source of Information: pro.edgar-online.com, 9/30/09



•
Missouri-American Water COmpany

Historical and prolected Growth

.2

Schedule PMA-10
Page of 15

•

•

Value Line
Projected 2006- Reuters Mean Consensus Average Projected
'08 to 2012-'14 Projected Five Year EPS Five Year Growth

Growlh Rate (1! GrowIh Rate Rate In EPS (2)
No. of'

EPS EPS ~

Proxy Group of Six AUS Utility Reports
Water Companies
American States Weter Co. 9.50 % 7.00 % 12) 8.25 %
Aqua America, Inc. . 10.00 6.20 [6] IUD
California Water Service Group 9.00 7.80 [4) 6,40
Middlesex Water Company .7.00 NA [NAI 7.00
SJW 'Corporation 10.00 NA rNA) m.DO
York Water Company -2.:QQ... 6.00 {1] 6.00

Average ~% 7.25 % 8.13 %

Median ~% 7,40 % 8.33 %

Proxy Group of Eight AUS Utility Reports
Gas DistJibution Companies
AGL Resources, Inc. 3.50 % 5.20 % {3] 4.35 %
Almos Energy Corp.. 4.00 4.80 {6] 4.40
Delta Natural Gas Company 3.00 3.00 (1] 3.00
laclede Group, Inc. 3.50 NA [NAI 3.50
Northwest Natural Gas Company 5.00 4.80 [2J 4.90
Piedmont Natural Gas Co., lllC. 5.50 7.00 [2) 6.25
Southwest Gas Corporation 4.50 5.00 [3] 4.75
WGL Holdings, Inc. ~ 4.00 [1] 4.00

Average ~% 4.83 % 4.39 %

Median ~% 4.80 % 4.38 %

NA= Not Avaftahle

Notes: (1) As shown on pages 2 through 15 oHhis Schedule.
(2) Average of Columns 1 and 2.

Source of Information: Value Line Investment Survey, July 24, and September 11, 2009
Reuters Company Research ( Printed September 29, 2009)
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Schedule PMA-10
Page 2 of 15
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5.9% B.D% 6"",,, 4.9% 3.9% 2.9% 3.0% 3.3% 2.S% 2.5% 2.5% 2.3% 1.8% 1.6% 2.1% 2.6% ..th 01.. Avg Ann'l mv'd Yield z.P%
CAPITAL STRUCTURE as or 31311l1B 257.3 2/5.5 307.3 322.0 3611 442.0 C!I6.8 633.5 liO~ 621.0 6S0 125 Ruvrl1lles l~mlDl SOD
Tolal D<Ibt $133B.111i1. Dualn 5Yrs $243.!1 milL 45.0 50.7 56.5 1U.1 61.3 1M 911 62.0 65.0 91.9 115 125 Net P,ofll rlmmi 110
LTDolol$1226.21ri1L LT Inlemt 565.0 mill. 36.4% 33.9% 39.3% 38.5% 39.3% 3!lA% 3M% 39.6'£ 38.9% 39.7% 39.0% 39.0~ IncomBTlIll Rate n.On(Ll Inleres! eamed: 3.411; 1ll1llllnlmllSi covemga: .. -- .. -- -- .. .. .- 2.9% 3.1% 15% 3.211 AFUDC %10 Net Pronl 2.5M3Al) (54% .re.p1)

52.9% 52.0% 522% 54.2% SIAl' 5lJ.O% 52.0% . S1.~ 55.4% 54.1% 54.0" 5(.0" Long·Tonn Debt RatIo 49.0%
P,ns1on As$o\s-i2ID9 $112.2m11. 46.1% 47.8% 47.7% 45.ll'1' 48.6% 5Il.D% 48.0% 49.4'10 44.~ 45.9% 46.0% 46.0" eamman Equllv RaUo 51.0"

Obfl9. $204.7 mill. 782.7 901.1 99D.4 107D.2 13551 1497.3 1690.4 1904,4 2191.4 2306.6 23B5 . 2410 Tatal Capllal ($rnlnJ 2m
PfdSlDckNDIl. 1135,4 1251.4 1368.1 14!1I.8 mu 2llS.8 22BO.O 25Il6.o 2T92Jl 2991.4 3150 33110 No' Plant t$mim 3liOOCommon SlDck 135.649,498 shares

7.8% 7.4% 1.8% 1.8% 6.4" 6.7% 6.9% 6.4% 5.9% 5.7% 6.5% U'-' Return on Total Cap'l U%uof4J2411J9
12.2% 11.7% 12.3% 12.1% 1021' 18.7% 11.2% 10.MO 9.7% 9.3% 10.5"" 11.0" Relurn on SIlr. Eqully 11.5"

MARKEr CAP: $2A bUlIlJn (MId ClIp) 12.3% 11.1% 12.4% 12.1% 101'1 10.7% 11.2% 10.0% 9.7% 9.3% 1P.s% 11.0" Return Dll Com~iv 11.5Yo
CURRENT POSITION 20D7 2008 3131/l1B 4,3% .4.7% 5.1% 52% 41% •.6% 4.9% 3.1'10 3.2% 2.9% f.lJ% 4.5" Relalned 10 Calli Eq a 5.5%

~els 14.5 14.9 16.7 6S% 60% 59% w% 59% mI S6% 63'10 &7% 70% "" 81" All Dlv'ds 10 Nat Prof 51%
Rece1veblos 82.9 84,5 77:J BUSINESS: Aqua Amedee. lno. Is 1110 hddlng CllIlljIany for Willer olhers. Waler SlJIlpiy revenues '08: lllSI:lenlial, 60%; commen:lBl,
1~(A'lgCsll 8.9 9.8 9.4 8m! I'IBS1ewater uUliOes !hoI serve .ppr.lClmalely Plrue m1mon r~ 14%: lrxluslr1al & olIler. 26%. Omcers and d1nlctlDS own 1.3% orQlher 9.3 11.6 11.3
QJrrenl Anels 116.6 121.D """TI4:7 denls In Pennsj'lvanT" OllIo, NaI1h CarolIna. lli1ols, 11OO1S, New Ple common slDck (4109 Proxy~ Chairman & CI1lef ExeClJlve or·
Acds Payabl. 45.8 50.0 27.2 JI!JSSY, RorIda, Indiana, and llve olhar slates. Divesled Ihrue .f rlCl!r. Nldlolas DeB.nedic:lls. 1rIcoljlDtillell: PeIlI1syMlnla. Address:
DeblDue BO.B 87.9 111.B lour~ler businesses In '91; lolemal1<etlllg group In '93; end 7lI2 Wesll.encesler A....nu.; IlJyn Mawr. F'enn5l''''onla 19010. Te~
Qllmr 66.6 55.3 52.9 ollleJJ. A<Il\IIred AljIJa5C1l11Ce, 7103; CUlSllm~ Wa"". '1M; ami 'phone: 616-525·1400. lnteme~ lW/W.aquaamelit'a.<:om.
amen( !Jab. 183.2 193.2 192.0

Aqua America has ~osted iood results serving 1,200 residents in Warren County,FJx. Chg. CoY. 323% 329'Y. 325%
ANNUAL RATES Past Pasl Esfd 'OB~D9

thus far in 2009. T at can e attributed Pennsylvania; the water and wastewater
.Ichmlgo(p..sb) lnrs. 5VIt. '0',20'14 partly to the completion of key rate cases assets of w.P. Water Company and W.P.
Revenues B.O% 9.0% 6.5% over the past year. An expanded customer Sanitary Company, which serve roughly
"CashFlw' 9.5% 6.0% 7.5% base, made possible by acquisitions, has 550 customers, combined, in WYoming=. 7.5% 6.6% lo.0~ also helped the water pTD\nder (although County and Luzerne Coun;r;;. Pennsylva-7.0% 8-0% '4.5%
Bookvalue S.5% 10.0% /1,5% the slowdown in the housing industry and nia; and the Kratzervl e Municll:al

car· DIlARmlLV REVaWES ($ DlnLJ Full
the sale of two operations in 2008 have Authority Water system, serving roug ly

en1l3r Mar.31 Jun.3D Stp.30 Dec.31 Vear provided a bit of an offset). At this junc- 400 residents in Snyder County, Pennsyl-

2006 111.9 131.7 141.0 13M 533.5
ture, share net stands tn climb around vania Even excluding future acquisitions

2007 137.3 1SO.B 155,5 149.1 602.5 16%, to $0.85, this year. Further expan- (because of the many uncertainties associ-
200a 139.3 151.0 17T.l 15!1.6 627.0 sian in operating margins ought to enable ated with that strategy), we think A~ua

200S 154.5 161 185 113.5 SSD the bottom line tn advance another 6%, to AmerIca is capable of registering hew ~

2010 1GB 181 195 181 125 SO.90 a share, in 2010. annual bottom-line gains over the 201 -

Cal- EARIlIHGS PEll SHARE" Full The cumpanJ remains an active par- 2014 horizon.
on1l3r Mar.31 Jun.30 Sep.30 llec.31 Year tic=t in e ongoing consolidation The stock's risk-adjusted, total rebun

2006 .13 .17 .21 .19 .10
wi the water-service industry. The possibilities are decent, reflecting the

2001 .13 .17 .22 .19 .71 cost and technical expertise required for steady (albeit unsfcectacular) dividend
2008 .11 .17 .26 .19 .73 compllance with qUality standards for ~rowth we envision or the company ~Ing

2009 .14 .20 .28 .2J .85 drinking water have risen to the point orward. Note. also, the IUgh rice
2010 .15 .22 .30 .23 ,90 where a number of the many small water Stability rating and lower-than-market

cal· QUARmlLY OMOENDS PAID e• Full suppliers in the United States have been Beta coefficient. Conservative Investors
end.r Mar.Sl Jmi.39 Seo.30 Oea.31 Vear strugg1in~ financially. This has resulted In may want to take a look here.

2005 .09B .098 .098 .lD1 AO a ~er s market Whereby a well- But for the coming sOc to III months,
2006 .107 .107 .115 .115 ,44 cap! Ized company, like Aqua America, these shares are ranked to perfonn

20D7 .115 .115 .125 .125 A6 can enlarge its customer base at relatively only in line with the broader market
2008 .125 .125 .125 .135 .51 low cost. The latest additions to its port- avel"Bges•
2009 .135 .135 folio include Clarendon Water CompllJ1y. Frederick L. Harris, ill Juiy 24. 2009

IA) PrimatY slIares ""I&tendlng Ih.....gh 'S6; : I.Barnl1)g!I report duo~Aug. (8) DMdend. l,pllI... e.m~any'. F1n.ncl31 Slrtnslh B+
diUled !hereafter. Excl 1lO11Ill0. In, (JD.!ises); hIs1otlOlliIy paid In early ercl1, JUne, S",I. l Sloc '. Pnca Stab1Pty 95
'99. (I~ "OO,~: '01, 2~; 'oz,~'03, 4h Oeo. • OW r.ln~..lmenl plan availlbl.~% Prlae Growth Perslsten1le 75
El<d.9 lrom '.e. ""erallllns: ,2¢' ext dis<:oun1).IC) tnmlllo".lIdlusledforsJo ~
"t VoloeUU . ""-/VI . _.fo""Dm"""'''oblalllod''''''''"''''U_''bormtl.andlsl'''''fdodwllhOll_OI In!.1liE~IIUSHall$=PONSl9U"ra'RNff ERRORS 011 OMISSIONS MEIfEIN.~Ollls '"lmJ I" ....,alb,,~ lMI1, "'..'mnl!!dal.1RJemal ....'o poll I I : '1: I ( , ,
1fft...,.bI~reDl, ......... _ ... ln ~1!CI._'orllll .. f...... f<ogmlRlialorom!llng 01 or d!<lIorI, <lI~OI\"';"''''-
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CALIFORNIA WATERNYSE.cwr IRE£EIIT 36 27 jrJ': 17 3(TIiUlni :18.0) RElAlNE 115 D1V'O 3.3%PRICE , RAllO • Medl'n: 22.0 P/ERATIO • YLD

l1MEIJNESS 3 1JmmIm'W High: ;~.8 32.0 31.4 28.8 26.9 3M 37.9 ~2.1 ~5.8 ~!;.~ 40.8 48.3
1~fil ~gfi ~i'4Low. OB 220 21.5 22.9 200S 23.7 26.1 31.2 . 32.8 34.2 27.7 330S

SMm 3 lJNtuld7fll/lJ1 u;(;1!NJ)5

4 RaGmlnll1ll9
-1 ,~_s11 "- 1M

TECHNICAL
9S"-8El1l .eo OJl1l-1oIaIbQ z, c- 10

21112·14 PROJEClI.OH.~_ ~;kpt,or .....xIotr "- U
Ann'ITol>l lltosl reussI1ir b<9'" lam ....- .. 41PIlI:1l llm Rllum ,1 .- .. ----.. --_ .... 4D

K1]lh U 1+'O~l 18~ , 1111 , "111'11' --'1'0 32lOll 45 +25 9
I I ".~ III)IMJI IIfjitlll I

ln91d., D.~lsl,,"s 24
ASOKDJFM/\ ,:!!::"" .. " '~.., ..... I .,~

=. 000000000 1&
000000000

. .......... :6_. ~ ....
.~ 12

',Sl!I 000100000

~JiiiIIl
.,.TeT. RET\IllN &109

lii5lltulional OocrBlons nAS IUJdIIL
lD1m 40mJ IOlIO! Peml g STOOl -lDa~ 49 107 53 shorN 6 1)<. 15.9 -1~.0

1D~:iar.e 58
87: 1DD~ lradod 3 3". 12.2 -1~.4

HJj', 81191 5)<. 55.3 6.1
993- 1994 1995 1998 1997 199B 1999 2000 2002 201D o VALUE I.lllE PUB..IllC 2·14
13.34 12.59 13.11 14..\8 15..48' 14.76 15.n 16.16 16.26 l7.33 lU7 17.18 17.44 16.21l 11.76 19.8D 21.4. n.l0 Rnel\U!S jl1!T~b U4.
2.25 2.02 2.D7 2.5ll 2.92 2.60 2.75 2.52 2.211 2.6S 2.51 l.83 3-D3 2.71 3.12 3.72 4.1. 4.35 ·Casbflow" per '" 4.65
1.35 1.22 1.11 1.51 1.13 1.45 1.53 1.31 .94 1.25 1.21 1,,46 1.47 1.34 l.5ll 1.!10 2.10 .2.20 Earnln9s per 5h A 2.65
sa S9 1.02 1.04 1.06 1.07 tOll tID 1.12 1.12 1.12 1.13 1.14 1.15 1.16 1.17 1.16 1.19 Of1ld Oecl'd per sh B. 1.34

l.53 2.26 l.17 2.i3 2.61 l.74 3.44 2.4ij tlI9 M2 Ug 3.13 4.01 4~ ~.tiII 4.Dl 4.7S 4.80 Clp'l Spendlno per ob 5,00
WoW 1159 1l.72 lll2 13.00 13.3B 13A3 12.90 12.95 13.12 14044 15.65 15.79 18.15 lB.5D 19.44 IUS 20.60 BODk V.tue ptf sb c 22.20
1.31 12.40 12.64 12.62 12.62 12.62 12.94 15.15 15.11 l5.18 16.93 1U7 18.39 20.66 20m 20.72 21.00 . 21.25 Common 8ns Oll1ot'O D U5a

13.6 14.1 13] 11.9 12.6 11,8 17.8 19.6 27.1 19.8 22.1 ZlI., 24.9 29.2 2B.l 19.11 Soid/IG IDS.,. AYll Ann'r PIc RllIIo 21.0
.60 .92 ,02 .75 .73 .93 1.01 t27 1.39 1.08 1.26 1.06 1.33 1.56 1.38 1.20 1'0" LIn. RoiaUv. pJe RaUo 1.4D

5.2% 5.6" 6.4'10 5.8% 4.6% 4.2% 4.11% 4.3% 4.4~ 4.5'lo 4.2% 3,!l'iI 3,1'" 2.9% 3,(1% 3.1% ..fit ".. AvO Ann'l D1v'd Thld 2.4"
CAPITAL STRUCTURE a. 013131/09 206.4 244.8 24U 263.2 217.1 315.6 320.1 334.1 361.1 41D.3 450 410 Rmnul!S($llIlll)E S50
Tolaillubl$342.1 mill. Ou.ln SYIll $80,Q mil. 19.9 20.0 14.4 10.1 19.4 26.D 21.2 . 25.6 31.2 39.0 45,0 41,0 No' P,ofllJJmllJi 6Il.0
LTOebl$287.2n'11l. LTlnlerutS21.0mlll 37,9% 42.3% 39.4% 39.7'" 39,9% 39.6% 42.4% 37,,4'10 39.9% 37.7% 37.5% 3B.D% rncome Tax R"'a 39.0"
IlTlnlenW.amed: 4.6>1; lolallnL COY~ 4.4~) -. " -- .- 10.3% 3,2% 3.3~ 10.6% 8.3% 8.6% 6.5% 8.5% AFUOC %10 H!t ProUt 8.5%

46.9% 46.9% SD.3% 55,.,., 5IIZ'J' 48.6% 0.3% ~ .(2.9% 41.6% 48,D% 41.5" Long-Torm Dabt Rallo 45.0"
Ponsr.nAs~ots-121DB $66.8 mln. 52.0" 50.2% 48.8% 4-l11% 49.1'10 SO.8% 51.1% 5~ 59.6% 58.4% S2.D% SUlI Common E~u!lv Rillo 65.""

0blIg. $192.9 mill. 333.8 38B.8 402.7 453.1 498.4 ~65.9 568.1 670.1 m,g 6~D.4 80s .835 Tollr Capllill ($mlll) JSD
prd Sloclc Nom> 515.4 582.0 624.3 FB7JJ 759.5 ~00.3 6112.7 941.5 1010.2 1112.4 1170 1235 N~t Pllnt I$mfm 1425
Common Slock20.744,952 sh$, 7.8% 6.6% 5.J% 5.9% 5.5% 6.1% 6.3% - 5.2% 5.0% 7,1% 7.0" 7.0" RllUm on Tobl Cop' 8.0"
1501511109 11.2% 10.0% 7.2% 9.4% 7.8% 1.9% 9.3% B.81. 8.1% 9.9% lD.5% 10.5" RelUm on Shr. EqUity l1D%

11.4% 10.1% 7.2\\ 9.5% 7.!l'1o '-III'. 9.3% 6.8% 8.1\\ ll.B% 10.5% 19.5% RelUm on Com &..i;" 12.0"
MARKET CAP: $750 mlBlontarnall Capl 3.5% 1.6% NMF 1.0% .7% 2.1% 2.1% 1.0% 1.1% 3.B% 5.0''' 5.0l' R~talned 10 Com Eq tOll
CURRENT POSmON ZDD7 200S 3131109 7D% 82% 119% 911\\ 91% m 18% 8S'; 77% &1% 55% 541' An olv'ds to Het P'DI SOl'
cas~ts 6.7 13.9 5.3 BUSiNESS: Cilllfom!:l Wafer Smits GltJup JlRI"ldes ,oglllaled and brealdown, 'DB: r"'denll.~ 69%, business, 1B%: public aulborillos,
Clbar 53.3 66.9 67.0 nCll1rEglllaled waler 6emOll 10 roughly 453,600 cuslomers ill 63 5%: lIldu$lrial, 5%; O\her, 3%. '00 .epurled dep1laal!on lite: 2.4%.
Curnmt A!;sels 60.0 79,a 72.3 COlllIlM1Illes In ClI!Irmnla. Washlngton. New Mex!"", and HawaII. Has roughly 929 employees. Chairman: Robert W, Fay. presldenl &
Accl9 Payable 38.7 41.8 38.0 M.1n seMce areas; Son Francisco Bay ore.. Satt1lP1enlD VlI1ley, CEO: Peler C. Heloon (4109 l'tOltY} Inc.: Dol.Wi/IL Addre.s: 1720OeblDuD 2.7 42.6 ~.!l SaDJlIIS Valloy, San Joaquin VaUey & parts of l.a~ Angoie5. AI.>- NOIfh first Stn!e~ San Jose, CBIiI'omIa !/5112..f59B. relep1umS:0Ihsr 3D.3 ~ 37.2
CtJrront Uab. ""'6[1 \232 130.1 qulred RID Granda Co!p: Wesl Hawa& UiBle5 (9IOIl). Revonul 401l-367-112DD. lnlemet www.cawalergfOUllMllll.
FIx. Chg. Cov. 333% 398% 482% Recent changes on the regulatory penses are likely to continue escalating as
AflNUAL RA1ES Pan Past EsI'd '05-'08 front are akeady benefiting Califor- deteriorating intj;astructun:s and in-.r£h;nge (per 5111 lOY,., Sf.... lo'1z.114 Ilia Water Service Group. Late last creaslngly stringent EPA requirements re-Rsvenues 2.0% 1.5% 5.5% year. the California Public Utilities Com- . suIt In higher maintenance costs. Mean-·C..bAuW' 2.0% 5.5% M%
E.m)ng' _.

b:~ 9.0" mission (CPUC), which oversees the ae- while, the debt-rlddled company is light on
OMd1!llds 1.0% 2.5% tions of utilities in the Golden State to cash, and will probably need to look to out-BookValua 4.0% B,S,," 3.0" ensure fair business practices, lmple- side financiers to make some of the neeas-
Cal- QUAIlTERlY REVENUES (J rnlD.]o FuB mented some guidelines proposed In the sary improvements. Thus, the increased

endar Mar.31 Jun.30 Se~,30 Dec.31 Yelr Water Action Plan that essentially create interest expense and higher share count
2006 65.2 81.1 107.8 BM· 3341 a more business-friendly landscape. The are likely to thwart earnings growth head-
20D1 71.6 D5.8 113.8 85Jl 3117.1 board established a water revenue adjust- Ing forward.
2008 72.!1 105.6 131.7 100.1 410.3 ment mechanism (WRAMJ, implemented a The stock has lost smne appeal since
2009 86.7 115'.3 140 108 450 modlfled cost-balancing account (MCBA) our April review. It has slipped a notch2010 00.0 1211 14. 115 470 methodology, and Introduced tiered rates. for Timeliness and Is now pegged to mirror
Cal- EAIUIINOS PERSHAREA Fu. These moves ought to streamline the the broad market for th., coming six to 12

ondar Mar.31 Jun.30 Se•.30 0.<.31 YBar review process of general rate cases and months. Its longer-term lure, meanwhile,
2006 .04 .S'! .611 .31 1.34 remove many unexpected costs of doing remains below average, as the aforemen-
2001 .07 $I .1iT .39 1.50 business due to outside factQ"" such as tioned financing costs ace likely to llmlt
2UG8 .01 .48 1.00 .35 1.00 weather, b~nd the companies' control shareholder gains out to 2012-2014.
2009 .12 .54 1,05 .39 2.10 such. In its rst fuJI quarter with such in- It may pique the interest of conserva-
2010 .13 .Sf f.G9 .4Z 2.10 ltiatives In place, cwr posted earnings of tive investors with a penchant for in-
Cll- QIIARTERlY OMDENllS PAID u• FuU $0.12 a share, far better than the penny come, though. The company has a long-

andar Mar.31 Jun.3D S"".30 Del:.31 Year earned last lear. Revenues rose roughly standing histo~of delivering steady Illvi-
2005 .285 .285 .285 .285 1.14 19% to $86. million. with 63% of the in- dend growth, w ch is an attractive attrib-
2006 1875 .2875 .2875 .2B75· 1.15 crease COmln:tiLfrom rate increases. ute In times of economic volatUlt;y. WRANf.
2007 .290 .29lI .2IJO .290 1.16 Growth is • ely to slow in the months and MCBA ought to make fot' more predlc-
2lID8 .293 .293 .293 .293 1.17 ahead, howevel'. Despite the more favor- table e;,rnings growth too•
2~DO .205 .295 able regulatory climate, operating ex- Andre J. Costanza July 24. 2009

l:J IlasIc EPS, Exc1. ncmocmlng gain (Ioss~: t~OiYldend5 hlslo<1cal1y pald In mld.feh. L \ r~ Incl. deiOlTed tba!ge5. In 'DB: $3.8 mill. Comkant. Ana.cI.1 Strenglh aH
,(7¢4'01, 4¢: '02, St- NIXI earnIngs roport . Aug., and Nov.• Olv'd /l!!nveslmenl plan 9Isb. Sloc '5 Price SI.blnty 80

duo ea 1Wg. avaUa!lle. (Ill In mllions, ud'jUSled lor splil. PrJ" GrowIh PlITB!slance 70
E Excludes non-reg. rev. EomlnDs Prodlclllhlllly 75

Dm\\1!lleLkl'-3AD~....,.,.d,F''''''''''I''''Is_f<nIo_bo!1'''''''bor ..~CIldIs''-I'ilhOlltlr.ltr.llllloo,..:.1.iIoIiI._
'!lIE BUSHEl IS NOT NSlelE DRAIN ERRORS OR IlMlSSIOIlS HEREIN.~j.. l1 $Il[aIy I" _olbor's """. Iolomal.... ,." " : '1, I I ' •
ol'IlBJ"'~~lI5<M,_"_Ilr4b1 el,eblIorlclf*rllll\lr ktgwmlnglrriiatelng "'_ """"'" Ion
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MIDDLESEX WATER NOQ·m:x IrECEHT 14.24JWU~ 17.ol~fu~ 1.231~~· 5.0% .
PRICE

""
,.

18.73 20.04 2123 21.61 23047 20,50 20.24 lUJ 17.11 IlIlgh.. ....~ ~ .lU9 13.73 15.71 1&.65 11.07 16,50 16.93 12.05 11.64 Low

PERFORMANcE 3- LEGENDS p"
:-:-::a~~~~~$. • lB

Tacl-tdcal '3_ 0-:- 'JII "1"" •3-fOr-2. _pit lID2 13
SAFETY 2~ 4-lot-3.plll1103 .
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Fll1llnelal Slnmglh
., ... .

" ".".,,".B~ 3

PrIOllSlBbm~ 95 2
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I
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Earnlllll" PrediolDblnty 90
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CI VAWIl LINE pualJSHlNG,INc. 2001 2002 2003 2004 2005 2006 2OU7 2008 2009 2010/2011

SALESPERSH 51fT 5.9B B.12 6.25 6.44 6.16 6.50 6.79 -
"CASH FLO\,/" PER SH 1.1B 1.20 1.15 1.26 1.33 1.33 1.49 1.53 -
EARNll'IGS PER SK .1;6 .73 .61 .73 .71 .62· .S7 .B9 .76...• .7s clNA
DlVoS DECl'O PER SH .62 .63 .55 .86 .fi1 .68 .69 .70 -
CAP'L SPENDING PER SH 1.25 1.511 1.87 2.54 2.18 2.31 1.66 2.12 -
BOOK VA1.1JE PER SH 7.11 7.39 1.60 8.39 B.50 9.82 10.06 10.26 -
COMMON SKS OllrSi'G MILl.) 10.17 10.36 10.48 11.35 11.68 13.17 13.25 13.40 -
AVo ANN'lPIE RATIO 24.6 23.5 30.0 2B.4 27.4 22..7 21.6 19.8 18.7 1/!.3/NA
RELATIVE PIE RATIO 1.26 1.28 1.71 1.39 1.45 1.23 1.15 1.19 -
AIIG ANN't. DIV'D YlElll 3.8% 3.1% 3.5% 3.4% 3.5% 3,7% 3.7% 4.0% -
SALES ($Mll.l] SlI.6 61.9 64.1 71.0 74.8 81.1 86.1 91.D - BoJdPfll/ffJS

OPERAnNG MARGIN 47.2% 41.1% 44.0% 44.4% 44.4% 41.4% 41.0% 46.9% - .,.. CDRSl!If5US

DEPRECIATION ($M1LL) 5.3 5.0 5.6 6.4 1.2 7.8 8.2 8.5 - "8mlngs
NEr PROFIl' lSMfLU 7.IJ 7.8 6.8 8.4 8.5 10.0 11.8 12.2 - _st1m,du

INCOME TAX RATE 34.0% 33.3% 32.8% 31.1% 21.6% 33.4% 32.6% 33.2% - and, U.1n9 1Ir.
NET PROFIT MARGIN 11.7% 12.5'1'. 10.3% 11.9% 11.4% 12.4% 13.0% 13.4% - t'1il;:.nr~rlCG,

WO/ll<lNG CAP'L ($Mlll) d.ll d9.3 d13.3 011.8 04.5 2.8 d9.6 d40.9 - PIE_.
LDNG-TERM DEBT l$Mltl) 8B.1 87.5 91A 115.3 126.2 130.7 131.6 118.2 -
SHR. EQUITY I$MlllI 76A 80.6 83.7 119.2 103.6 1Sa.:! 137.1 141.2 -
RElURH ON TOTAL tA!"L 5.6% 6.0% 5.0% 5.1% 5.0% 5.1% 6.6% 5.8% -
RETURN 011 SHR. EQUITY 9.1% 9.6% 7.9% B.5% 8.2% 7.5% 8.6% 8.6% -
RmlNED 10 COM EQ .5% 1.3% NMF .9% .5% 1.2% 1.6% 1.11% -
ALL DTV'OS TO NET PROJ' 94% 81% 106% 90% 94% 84% 79% 7B% -
ANo. "_Jp/> changing ..... ..r.1.lnf 11 dltfS' Dup. 0 do.... ..........5-J'IIII/' .lItll1Ilgo vnnoth 7.m1. pit,.... DBond lIpIlII 2.JlDlyolla·llolITln.res. cB...d lIpDII 2.nlllysls' ."/mol...

ANtlUAl RATES ASSETS ($mm.) ZOO1 200B 3131Jll9
of ~hSJlllD (pot sh.1r!I) 5Y/$. 1 Yr. C.sh Aose~ 2.0 3.3 3.2
s,,1•• 1.5% 4.5% Recelvablea 12.8 14.3 13.3 BUSlNESS: Middlesex Water Company engagcs in the
"CDshADW" 4.5% 2.5% 1l1'lenlory (Avg =1) 12 1.5 1.5 ownership and operation of regulated water utility systems
Eamln/I~ 5.5% 2.5% OU18r -M -Ui --.1!!Dividends 2.0% 1.5% CuaenlAs".ls \7.~ 2M 19.0

in New Jersey (N!) and Delaware, and a regulated wastl:-
BDOkVsbJ, 5.5% 2.5% water utility in NJ. It offers contract opetatiolls services and

F!5cal QUARlE1IlV SAlES {$JnUlJ Fun P"",.r1y, PIanl a sel:Vice line maintenance progl'1Im throllgli its nonrcgu-

Ve.r lQ 2Q 3Q 4Q Ye.r &Equlp, at cost 38B.6 436.l1 _. rated subsidiary, Unlity Service Affiliates, me. Its water
Aecllm Depredation 6<1.7 70.5 -- utility systmn treats, stores, and distributes water for rcsi-12131N1 19.0 21.8 24.1 21.2 86.1 N" PluperIy 333.!1 386.3 371.5

12131JD8 l!ll.8 23.0 ~.7 21.5 91.D Olher ...ill ..m 52.9 dentia.l, cODililercial, induslrial, and fire prevention pur-
111311D9 20.6 Tolal Assots 392.7 440.0 ~43.4 poses. It also provides· water treatment and pumping seT-
\2131110 viccs 10 the Township of East Brunswick. Ils other NT
fTscal EARMNG5 PER SIlARJ: Fun UABItmes I$mlll.) subsidiaries offer water and wastewaler ServlCe!lto residents
Veor HI 2Q 3Q 4Q Yeor

A"""'Pa)lllbr. 6.5 5.7 6.0
in Southampton Township. 1Is Delaware subsidiaries pro-DoblDeo 9.0 43.9 40.3

1;>J311OB .15 .25 .28 .14 .82. Olhor .J.1& ...ill! 12.7 vide water services to retail customers in New Castle, Kent,

12101107 .13 :24 .31 .19 .IV G_Llob 27D 61.5 51lJl and SUSSClt counties. In July, it waS approved to implement
12131108 .t5 .26 .35 .13 .69 a Purchased Water Adjm;tment Clause, which is a pass-
12131Jll9 .10 .24 .31 .12 through charge that enables the company to recover the
1213111D LONG-TERM DEPT ANlJ EQUrrv increased unit cost of JaW Dr finished water purchased from

Col· QUARTERlV DIVIDENDS PAID FuU
.. 011131109

eXlcmal sources. Has 269 employees. Chai11Dan: J. Richard
end.r 1Q 2Q 31:1 4Q Year Talal o.bl $184.7 rtiIl. Dee In 5V,.. NA Tompkins. Address: 1500 Ronson Rd, P.O. BOX 1500,
zoos .1T .17 .17 .m .68 LT Oebl $124.4 rnlIl. Iselin, N] 08830. Tel.: 732-634-1 SOD. Internet:
ZOO7 .173 .173 •173 .17S .59

Incllll!lrlg C"!'. Le.... NA
http-J/www.llIiddlestxwaler.com• MoW.(41% ofCaP')

2001l .115 .175 .175 .176 .70 l ••..,., Une.pllall%l!d l\Ilne.l renlal. NA
2009 .178 .178 July 14. ZQQ9

INS'l1lU710NAL DECISIONS
Pension Uebmty $25.5 mlIl.ln 'Ohs. $13.3 mil. 1n'01

TOTAL SHAREHOLDER RETURN
3Q'DB 4Q'BB lQ'09 Frd SlllCk Non~ prd Oly'd Pold No~ Ofvfhmls plus sppnlr:lat1orr ,,5 of GlJamm9

10 Buy 3Ii 35 41
Cornman Sleek 13,425.011O shares 3M"". 6 Mes. 1 Yr, 3Vu. 5 Yrs.10 Sell 30 24 27 (5J% or Gep'~

HId's(DOIJ) 5DB3 4997 4505 1.69% -14.10% -6.88% -14.84% -10.85%
"200ll \'II;lQ Ula PulIl'~ In<. AI~I~ F""'" mmlol ~ _ l1lm ........ bolmJIm ,. ,""Ill. em! ~ plD'IfdOll__ oI,\!tId.

• •na; PUlILISlIEilIS NOT ~ PmISllll fOR AllY EMORS OR OMISSlDNS HEREIN.~~ 5IlltJly I" suboalbtr's ...... ""."",o"lIflel. _.... """
!t.""1bo"'l""'iIa~,"",!_fr_1Iedft""1pllftd,oII!dIlJ", ... _rOlll\II 1or!l"""li1B"'~mJ~<rd_~"""","1OlJ«t,1.
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SJW CORP, NYSE·~ IrECENT . 22 121JAAnlNG 24 OIRElATIYE 175 DW'D 3.0%
,

PRICE • PIE RAllO • PIE MOO. YLO
- .,

11.83 15.01 14.95 19.64 21.BO 45.33 43.00 35.11 30.44 I Hlgb"""'l-I'J:C,i: •.~ 11.58 12.61 12.57 lUD 16.07 ~1.16 27.65 20.05 18.22 law

PEIlI'ORMANCE 4=' lEGENDS 45

Technical 4=JlO ::-:: ~1~~M3~~'i .11' IIII ...L . 30:Wor-1 opUI 3JD4 I , ~ 11IITl n-n-r, 22.5SAFETY 3AI'Or.IJlO uo..1 <jlIII3JD6
II

_04",,_,,_
I" ' "..:.--- ..

BIITA 1.00
.' ','

.
(I.DD c M.tkBl) 13

'.. . ,'.
" " .' 9..

.'" " ............ ,.'
l'lnal1cIai SIto'9th 9+

......
6

PriceSlablTlly 65 4
3

Price GroVllh P.,,;].I•••e 75 II
Eaml'lI5 Predictablllty - ~H

2500
90

~
o VALlIS L1NS fIlBLlSlllNG, INC. aD01 2002 2003 2004 2005 20DB 2007 2008 2009 2010/2011

SALES PER SH 1.45 '1'.97 8.20 9.14 9.86 .10.35 11.25 12,12 -
"CASH FLOW" PElHH 1.49 1.55 1.75 1.89 2.21 2.38 2.30 2..44 -
EARNINGS PER sH .77 .16 .91 .67 1.12 1.19 1.04 1.09 .99"'s 1.:l1 cINA
DIV'DS DECL'D PER Sll .43 .46 .49 .61 .53 .57 ,S1 .65 -
CAP'~ SPENDING PER stl 2.63 2.06 3.41 2..31 2.83 3.81 6.62 3.79 -
BOOK VA~UE PER 51l 8.17 8.40 9.11 10.11 111.12 12.48 12.90 13.99. -
COMMON SHS OUTST'G MI~ 18.27 18.27 19.27 18.27 18.27 18.28 18.36 18.18 -
AVO ANlnPIE RAno 18.5 17.3 15.4 19.6 19.7 23.5 33,4 26.2 22.3 16.91NA
RElAnVE PIE RATIO .95 .94 .as 1.04 1.04 1.21 1.77 1.58 -
AVG ANN'L DIVD YIELD 3.D% 3.4% 3.5% 3.0% 2.4% 2.D% 1.7% 2.3% -
SALES ($MI~1 136.1 145.7 149.7 166.9 18D.1 169.2 206.6 220.3 - BoItf"fJures
OPERAllNG IllARGlN 64.4% 63.7% 56.0% 56.4% 55.9% 57.0% 41.8% 42,4% - .,.. coosenl'us
DEPRECIATION ($MlLL.) 13.2 14.D 15.2 16.5 19.7 21.3 22,9 24.0 - ••..,.'ngs
NET PROAl t$MI~1 14.11 14.2 16.7 16.D 2D.7 22.2 19.3 20.2 - esflmates
INCOME TAX RATE 34.5% 4D,4% 36.2% 42.1% 41.6% ·4D.8% 39,4% 39.5% - and, uslng lho
NET PROAl MARGIN 10.3% 9.8% 11.2% 9.6% 11.5% 11.7% 9.'1% 92.% - m~nlprlns,

WORKING CAP'L($MllL) d3.8 d4.9 12..0 13.0 10.8 22.2 dU d11.3 - P/Emllos.
1.0NG-TE!lM DEBT [$MIll) 110.0 11D.D 139.6 143.6 145.3 163.6 216.3 216.6 -
SHR. EQUITY I$MILU 149.4 153.5 166.4 184.7 195.9 228.2 236.9 254.3 -
REl'lJRN ON TOTAl. CI\P'~ 6.7% 6.9% 6.9% 6.5% 7.6% 7.0% 5.7% 5.6% -
REl'lJRN ON SHR. EQUITY 9.4% 9.3% lD.O% 6.7% 10.6% 9.7% 8.2% 6.0% -
RIITAINED TO COM EQ 4.1% 3.8% 4.7% 3.6% 5.6% 5.2% 3.5% 3.3% -
AlL OIVOS TO IlIIT PRDF 56% 69% 53% 68% 47% 46% 57% 59% -
ANo, of.,w,.r. crr.ngil~ ..... """ In lIS! If days: Dup, 0 dawn. amra._S-yo....am6lg.lI"'MoIIt 10.011 pot yo.r. sfls..dupon 2...(yst..u_... cBlrsod upon Z8118J¢s'.stm.r...

ANNUAl. RATES ASSETS ($mlll.) 21107 zoos 3/31/Ui1
orchang. (per"'ore) 5 Yrs. 1 Yr. Cash A5sels 2.4 3.4 2.4
Salt. 7.5% . 7.5'. ReceMdJ/es 23.0 24.5 21.7 BUSINESS: 8JW Corporation. through its snbsidiaries,
"Gash F\aw" B.5% 8.D% Invenlol}' .8 .9 1.0 engages in the production, purchase, storage. purificalioll,Eam1ng. B.O% to% Other .-M .-11 ~Dividends 5.5% 6.5% CUI'IellIAssels 31.6 32.0 29,4 dislrlbution, and retail sale of water. The company offers
Book Valu. 9.0% 6.5% nOll!Cgulatcd water-related services, including water system

F1sc:a1 QUARTERLY SALE9($mUL) Full Property,Plonl operations, cash remittances, and maintenance contract
Year 1Q 2Q 3Q 4Q V••r & EquIp, sf cost 904.3 959.7 -- services. SJW also owns undeveloped land; a 70% limited

Accum Dep"'dallon 258.8 274.5 -- partnership interest in 444 West Santa Clara Slreel, L.P.; and12/31107 39.D 55.1 64.9 47.6 206.5 Nel Property 645.5 684.2 699.6
1213110S 41.3 60.0 69.5 49.5 220.3 DLhllf 90.2 134.7 ...llij operates commercial buildings in Arizona, California, CoD-
12/31J1l9 40.0 TDlal A5>e1s 7",.3 85ll.9 854.4 necticu!, Florida, Tennessee, and Texas. As ofDecember 31.
12/31110 2008, SJW provided water service to approximately

F1...1 EARNINGS PER SHARE Full
UABlUTlE5 ($m11l.) 226,000 connections l:!lpt served a population of approxi-

Year lQ 2Q 3Q 4Q Veor
Acds Payabl. !l.3 5.B 7.7

malely one million people in the San Jose area. It alsoDebt DUB 5.6 19.1 17.4
12/31106 .14 .35 .48 22. 1.19 Olhor ~ ..1!!! ---..lli! provides water sen'ice to approximately 8,700 connections
12/31107 .12 .29 ,43 .20 1,04 CU/luntU.b 33.0 43.3 40.7 that serve approximately 36,000 residents in a service area
12131/OB .15 .34 ,44 .15 1.06 in the region between San Antonio and Austin, Texas. Has
12131/09 d.ol .is .-14 .18 379 employees. Chainnan: Charles J. Toeniskoeller. Inc.:
12/3111D LONG-TE1lM OEBT AND EQUITY CA. Address: 110 W. Taylor Street, Sail Jose, CA 95110.

Gal· QUARTERLY OMllENDS PAlO Full
as 013131/119

Tel.: (408) 279-7800. Internet hltp:llwww.sjwaler.com.
.mlar 1Q 2Q 3Q 4Q Year Tol.lllobl $243.9 mill Due In sVr•. NA
2006 .141 .141 .141 .141 .56 LT Debt $226.4 mill.

2001 .151 ,lSI .151 .151 .60 Lncludlng Cap. 1..11..... NA Uw.(46% ar C8p1l
ZOOS .181 .161 .161 .161 .64 Le.... Untoplla1l..d Ar1nUIII fent.", NA
21lO9 .165 .165 July 24. 2009

INSTlTUTlONAl DECISIONS
PBlIS1•• Uoblnty $42.3 milL In 'OB n. $23.4 mil. in '01

TOTAL SHAREHOLDER RETURN
3Q'08 4Q'll8 lQ'09 Pld Slock Non. prd olY'd P.ld None DMd.1IlIo pi...ppraclallon 0 orel30/2009

10 Buy 3S 34 45
Common St..~ 18,475,691sh8l1lJ 3MDs. 6 Mcs. 1 Yr. 3Yrs. 5 VI'S.Ie s.U 36 39 32

H1d"s(OOOl 8399 8288 8505 (SZ~ oICap'ij -1D.04% -23.14% -11.75% -4.83% 50.D9%

_VWIU"~lnc.AII~fI!S_fmlll1""'WI"obI_.IIll-"'._lDb.'oIliI~.2IIdbp1Inld'd_"""ol''Z.lt1d._
lllE P1JBUsHER IS NOT OOSJII fOR MY ERRORS OR CMlSSIOIG tlERElN. ~bf"d'" b slIkIIrr"~_~~ "*""'I.... ""n '.: I I: II '
.r~...,Ie~,"""",_ .. _.odlot""1pRUJl,_ .._""".. ror~"~..,pzllUdar_pJIl..iaol ..n1ce .. pnxI.<l
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I Hlg~
Low

I~f 15.621=4 26151~:n51,921~Dll 3.2%
13.4~ 14.03 1U7 20.99 lU5 IUD 1&.26
9.33 II.OD 11.67 15.33 15.45 6.23 9.148.20

13.45

H-o;..,.---+----+-...",rrnll!!J:!#-,I..I..t,.fn-p.,.,..,.""l"f;F:;;:::::--+----;--;--j----1S
,I ,[~f-" "~ ,I •

~;I!i:i~~~m1oplo101O~I-::--;r:-I-I-4tmtF-I--13I4l I" ,.. .••• • 111!~ II.
~===:.:q.-~··....·lT·..,,:·~-J.~:::.··~·~·:...· "':"'--.:.l:--+-++-~_+- __8

.......' I'
---l----+---=--+'----+----4--~q.:...........:......--'I---_!_---5
---f---+---+----+---4-----I----'1----_!_---4
----j----+----t---t-:---+---t--~j_--+---3

----j----+----t---t---+---t---j_--+---2

6.Gl
10.22

PERFORMANCE 3 A_" LEGSNDS

3 =~~~"'c..~
,.

Tul;fm!l'IlI A",",,!/" Uar·1oplllSIDZ
SAfETY 3 Av.n.QI 3-ftx'.o2 .pIIl9IDB_...._--
llETA .ll5

Rmlilclal Sltongllt 8+

p.rc. Stability gO

YORK WATER CO NDQ-YCRN
ll'~ ,. :' ~

Pd•• GlIlwlh P.",l~l.n... 55

95
I I I

~~lIl1m.tlIffi_~••ffffiffiItE_J§_E'·§-=----..:.j~1
OV,o\WIl UN!!: PDDL1S1UNG, me. :<!OO1 2002 21103 2004 2005 20GB 2007 2008 21109 2010/21111

":'mlng. PredIctability

REValUESPERSH 2.05 2.05 2.17 2.18 2.58 2.55 2.79 2.89
"CASH FLOW" PER,SH .59.57.65 .65 .711 .77 .86 .88
EARNlNGS PER sH .43 .40 .47 A9 .511 .58 .57 .57
DIV'D DECL'D PER SH .34.35 .37 .39 .42 A5 A8 .49-
CAP'LSPENDING PERSH .75 .66 1.07 2.50 1.69 1.85 1.69 2.17 -
BOOK VAl.UE PEll.6H 3.19 3.90 4.116 4.65 4.85 5.84 5.97 5.14 -
COMMONSHS OIfTST'G MILL 9.46 9.55 9.63 10.33 10040 11,2D 11.27 11.37 -

•
AVG ANN'L PIE RAllO 17.9 26.9 24.6 25.7 26.3 31,2 30.3 24.!i 23.7
RELATIVE PIE RAllO .92 1.47 lAII 1.35 1.39 1.6B 1.61 1.48 -
AVG ANH'L illY'll YIELD 4.3% 3.3% 3.2% 3.1% 2.9% 2.5% 2.8% 3.5% -
REVENUES [$MILL) 19.4 19.6 211.9 22.5 25.B 26.7 31.4 32.8 -
NET PRDFri '$MILLI 4.0 3.8 4.4 4.B 5.8 6.1 6.4 6.4 -
lllCOMETAX RAlE 35.8% 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% -
lONI3·TERM DEBT RAllO 47.7% 46.7% 43.4% 42.5% 44.1% 48.3% 46.5% 54.5% -
COMMOIIEQUlTYRAllo 52.3% 53.3% 56.6% 57.5% 55.8% 51.7% 53.5% 45.5% -
TOTALCAPITALI$MlLL) 6B.5 69.9 69.0 83.6 90.3 126.5 125.7 153.4 -
NET PLANT l$Mllu 102.3 106.7 116.5 140.0 155.3 174.4 191.6 211A -
RETURNONlOTALCAP'L 7.9% 7.4% 6.5% 7.6% 6.4% 6.2% 6,7% 5.7% -
RETURII ON SHR. EQUITY 11.2% 10.2% 11.4% 10.0% 11.6% 9.3% 9.5% 9,2% -
REllJRNON COM EQU/TY 11.2% 10.2% 11.4% 10.0% 11.6% 9.3% 9.5% 9.2%'-

23.0INA

S"ldl1gutaS
II'rv cannns:llS

"m/llgs
esf1motu

and. using Ih.

.-cent prlcut

PIE"Jlr.,..

RETAlNED TO COM EO 2.5% 1.3% 2.6% 2.1% 3.0% 2.2% 1.7% 1.4% -
ALL DIV'IlS TO liEf PROF 78% 68% n% 79% 74% 77% 82% 85% -

TOTAL SHAREHOLDER RETURN
O_d. plus BP/""do/lan •• of 6f.ll1i2D09

Pension Uabmty $!I.8 mM.ln '08 V!l. $4JI mm.ln '01

•
p[d Olv'd Pald NOll'

3 Mos. 8 M.s. 1 Yr. 3 Yrs. 5Yrs•
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AGL RESOURCES NYSE·!G- 1~E1:EHT 33.351~ 13.1 (~,:a:;lru) RElATlYE 081 DIV'D 5.2% .
PRICE PIE RAllO. YLD

llMElJllESS 3 I.ramlIIlIWJ HlolI:
~.1

23.4 23.2 24.5 25.0 29.3 33.7 39.3 40.1 44.7 39.1 35.0 TBrf:Bt PrlQa RBn~a
L""" 15.6 15.5 19.0 17.3 21.9 :as 32.0 3M 35.2 24.0 24.0 20 2 2013 20 4

SAmY 2 1itrl11ll1!ll LEGENDS

TECHNICAl 5 l.umed1l\119 -!~oM=f~" I-- BO

BEllI .15 l1.ao-MOIleIl
.....~S1r~

~
.. - .... 60

~~"~m
- -_ ..... ----- 50

2012-14 ~j{WEC~~;:.f Tolal 1M.., ""1I.. ll1IJl e- ..<.: 40
. u, "unl 1',1 PIllllJlflJt ...I'a 3DM.. Gam Rltum

~ :: (tIR·l i~
.·'1" 'I' 2S--- , Il'lIflll

" 20
Insld.... DBclslons .~.

.". I" 'hll ,"II IS
ONOJFIIIAIAJ '.' ..~.... .. ,'~ '........ ..........

~::. gngnng .....- .' ..~~ ......,-.. .~ I.... . .,' 10
~

1.5hStli II 3 1 II 1 0 0 2 0 % TOT. RETURN 11I1).9
InsUl~lional Oa~lslon5

""-~;,
1lfl$ \'LAJlIIIl.

4111111 lllllllll lQlDIII
I'B~ht 18 rn>al ""'"Ioll~ 107 110 124 , rr· 7.4 -4.4s'hB1B& ·12 31". '.4. M

Io~... III 107 911 \railed 6mtc 4S113 45714 46~ 5rr, 37.2 32.3
1993 1994 1995 1996 1991 ·1998 1999 2000 2003. 2004 2010 cYALUEllIlEPIJll.IHC 2·14

22.73 23.5ll 19.32 2Ul 22.75 23.36 lUI 11.25 19.04 15.32 15.25 23.89 34.98 3173 3Z.64 36.41 32.20 34.50 RIlVeIM!5 persh A JB.SO
2.25 2,2ol 2.33 :zA9 2.42 U;S 2.29 2.86 131 U9 3.41 3..29 4.2D 4.50 4.65 4.68 4.70 4.!IS ·Cash Row" pzI sll SAD
1.08 1.17 1.33 U7 1.31 1.41 .91 1.29 1.50 I.lI'l 2.ltII U8 2.48 2.12 2.12 2.71 2.10 2.!0 famlng. penh A • UP
I.D4 1.04 t04 1.06 1.D8 1.00 1.08 1.08 Mil 1.0lI .1.11 1.15 1.:10 1.411 1M 1.611 112 1.10 Olv'd5De~rdpersh Ca !.BS
2.49 W 2.11 2.31 2.59 l.Il5 :l.51 2.92 ~ J.3O 2.46 3..44 3.44 3.26 3.39 4.84 5.15 5.3P Cap'l Spendln91"'r sn UO
9.911 10.19 10.12 10.56 10.99 11.42 11.S9 11.50 12.19 12.52 14.ll6 18.06 19.29 20.71 21.74 21.45 23.19 ZUP Book Value jll:r.11 D 23.55

49.n !n81l SS.D2 55.16 56.60 SUO 57.10 stOD 55.10 56.70 64.stl 76.70 71.10 n,16 76.40 16.9~ 18.110 19.A10 Common SIm OUlsl'g ~ 85.110
11.9 15.1 12.6 13.8 14.7 13.9 21,4 13.6 K6 12.5 12.5 13.1 14.3 13.5 lU 12.3 s.ldn~1-- Avg Ann'l PIE RaU. 15.0
1.~ .99 .84 .86 .65 .72 122 .88 .75 .&9 .11 .i9 .16 .73 .111 .14 v.,. I../n. RelaUve PIE Ratio UO

5.41\ 5.9% 6.2% 5.&% 5.4% m 5.5% 6,2% 4.9% 4.7% 4.3% 3.9'Yo 3.1% 4.11% 4.1% S.lJ% •.r~ rai AV9 Ann' D1v'd'llllld 3.8"
CAPITAL STRUCTURE as of GI301Il9 lDS8.6 607.4 1049.3 116l1.1l 913.1 lU2.0 271ll.0 2521.0 2494.0 2600.0 26111 ms ROVBnUIlS [$",111) A 1300
Tolal Ollbt $2093.0 miL DUlin 5VIlI $962.0 rolll. 52.1 11.1 62.3 103.0 132.4 1S3.0 193.0 212.D 2\1.0 207.6 155 I~O Nol Pram f$mllli lID
LT Debt $1875.0 mil. LT Inb~1 $90.0 mill. 33.1% 34.3% 40.7% 35.0% 35.9% 37.0% 31.11\ 31.8% 31.5% 40.5% 35.11" .JU" Ill<IIlI1ll Tax Rata 3U%(Tobd In!.resl OOVllIilg8: 3.9x)

4.9% 11.7% 7.8% 11.9% 13.5% 8.4% 1.111 8,1% 8.5% HII 8.om 8.4" Nat Profit Margin 8.5%
"'851" Uncaplblllmd AMual rentals 530.0 mill. 45.3% 45.9% 61.3% 51l.3% 50.3% 54.011 51.9% SO.2% 50.2'10 50.3'" 48.0" 45.011 Long.Term Debt RanD 43.0"
Pe",.l.n Ass.ls-121oa $242.0 mlII. 49.2% 46.3% 38.7% 41.7% 49.711 46.0% 48.1% 49.8% 49.8J 49.7% 52.0" S5.9" Common EaullV Rono 57.0,"

Obllg. $442.0 mill. 1345.6 12862 1735.3 17114.3 1901.4 :woe.O 3114.0 3231.0 333~0 3327.0 3415 3350 TlIlal~nallSll1I1l1 3500
PfdSlocfcNonll 1598.9 1631.5 29.9 2194.2 2352.4 3118.0 3271.0 3436.11 3566.0 3616.0 4000 4150 11.1 PlanllSmim 4400
Common Slo:k 77,278,942 sb3. 5./% 7.4% 8.5% 8.1'10 11.9% 6.31\ 1$0 8.0% 1.7'1. 7.4% 7.5" a.oll Return on Tol.l ClIp'l 9.P%
"" 017/24109 7.1% 10.2% 12.3% 14.5% 14.0% lUll 12.9% 13.2% 12.1'll 12.6% 11.5% 12.5% Return on Shr. Equlty 14.0"
MARKET CAP: $2.6 bUllan (Mld Cap) 1.9% 11.5% 12.3% 14.5% 14.0% 11.0% 12.9% 13.2% 12.1% 12.6% 11.511 12.5% Relam on com Elrullv 14.0lI
CURRarTPOSmON 2007 2006 6lJ1J/09 NMF 3.2% 4.2% 1.0% U% 5.6% 6.2% 6.3% 5.3% 5.1% 4.0" 5.DlI Retained to Com Eq 6.0"
ca5~ls 21.0 16.0 12.11

lOI% 12% 65% 52% 83% 49% 52% 52% 53% 8l111. 64" BOll An Dlv'dslo IIel Prof 57"
Oll1er 1790.0 2026.0 1304.0 BUSINESS: AGL Re5OtlC8S Inc. Is • pubfi. uIIHly holding aumpa. Ialed 'Ubs!OiallllS: Georglll Nillulill Ga, morllel' h.lurnl go' at
CUmml AsseIs 1811.0 2042.0 1316.11 ..,. lis dlslribullan 51Ibsldlallws IncIlld. Allama Gas Ughl, Chal· retail. Sdd Ulaipro. 3101. Acquired CampaSll 1:nel!lY Somaes,
~g\S~bIe 112.0 202.0 167.0 Ianooga Gss, BlzIIb.lITIown Go' olld \lltg1llle Nmurnl Gas. 11I11 utII- 1D1U7. Franklin Resources O\VTIS 7.1% of oolJlmlll1 .lock; otr./dlr"5110.0 B611.0 418.0 IU.. ha'lll mDru lharI 2.2 mlIIfon cu5\omlrs In GODlgla, VOglnla, I..s Ihan 1.0% (3/09 Proxy~ Pre.. & CEO: John W. S_lder II.Olller 893.0 915.0 696.0
CUner1l Uab. 111~8.0 IS8~.0 12111.0 Tt!!VU!SSoe, New J<IS!Y, Florida, and MaI)'!Md. Enga9ed In non- Inc.: SA. Addr.: Ten Pee~h~.e Place N.E., Allanla, SA 30~W. Te~

FIx. Cl1g. Cav. ~91% 416% 527% regulaled nalulill gn /lUlr!<eOng ern! olhor allied servlaes. Oeregu- epllone: 404-584-4DOO.lnlemel: www.aJl\rosources.oom.

ANNUAt RAIES Past Past Est'd ·DS.'D! We do not expect ZOD9 to be a banner and Its llquefied natural gas fact1!tles.
ofclJarQo(pe"hl fUV... 5Vos. lo.,2l1' year fol" AGL Resoul"ces. The company This project will improve s~em
Revenues 4.0% 15.5~ 2.0" reported healthy results in the fIrst reliabillty, Increase operational flex.! llity."Cash Row" 6.0~ 6.5 2.5%
~~. 7.0 8.5% 3.5% quarter. However, perfonnan~e was less and allow Atlanta Gas Ught to meet its

4.0% 8.0% 2.5% favorable In the re~ent interim. The forecasted growth objectives.
BlJok Value 7.0% 10.0% 1.5% Wholesale services business posted an op- Elizabethtown Gas has modified its
Col- QUARTERLY REVENUES ($l1IlIll Full erating loss of $11 million, while the rate case filing. 'It had originally re-

endlllr r~ar.31 Jun.3G 8eo.30 Dec.31 Year Retail Energy Operations and Energy In- quested a $25 mi~lion rate hike. but has
zon 044 436 434 707 2621 vestments units reported lower earnings. since lowered this amount to $17 mUlion.
2007 973 467 369 685 2494 On the bright side, the Distribution~er- The proposed increase would become effec-
2006 012 444 539 805 2800 ations business postEd moderate gm in tlve at the beginning of 2010. Meanwhile,
2009 9!l5 3n 440 698 2510 operating earnings. This was primarily Atlanta Gas Light has requested to post-
2010 020 459 480 77S 2125 due to higher rees to marketers in Georgia f,0ne a rate ~ase filing, which had orifnal-
Cal· EAllNJIlG5 PER SHARE B Full for the stora~e of natural gas Inventory y been scheduled for November 1st a this

and"" MaroSl Jun.30 S"ll.3D Dec.31 V.ar and greater g,peline replacement revenues year. However, it does plan to me some-
2086 1.41 .2ll .46 .60 2.n at Atlanta as Light. Overall, revenues time after that (June I, 2010 at the latest).
20g7 1.29 AO .17 .86 2.72 and share earnings declined in the June Virginia Natural Gas and Chattanooga
2008 1.16 ..30 .28 .97 2.71 fJertod. Looking forward, comparisons will Gas also intend to file rate cases in 2010.
2001 1.55 2ll .20 ,§9 2.10 ikelt also prove unfavorable for the sec- We anticipate higher revenues and
2010 1.40 .30 .30 .90 2.90 ond alf of the year. Thus, we anticlRate share earnin~ at the company by
Cal· llUARTERU' OIVRJEHOS PAID ~. Full lower revenues and relatively flat s are 2012-2014, on etter operating conditions.

endar Mar.31 Jun.30 Son.30 Dec.31 Yur earnings fur full-year 2009. Moreover. AGL has a healthy dividend
2805 .31 .31 .31 .31 1.30 Subsidiary Atlanta Gas Light has. an- ~ield and earns high marks for Safet;y.
2806 .37 :Jl .37 :sr 1.46 nounced a system infrastructure in- dee StabiUty. and Earnings Predlc-
2007 Al .41 .41 .41 1.64 vestment &l"Oject. This $400 mUlion pro- tabillty, From the present quotation. this
2008 .42 .42 .42 .42 1.68 gram will e completed over a lO-yea. pe- issue features decent risk-adjusted to-
20~ .43 .43 .43 riod. Infrastructure improvements include tal retUl"I1 potential.

upgrading the utility's distribution system Michael Napoli. CPA September 11,2009
[Al FI,caI l"''''' """, O...mlm 3101. Ended : j$0.13; 'Ill, $0.13; '03,($~'llII,~NU~Ieludes Inlangll>l••• In 2008: $418 m1mDll, Com~hy'$ Anondal Slfah9lh BH
S8rember30lh prlor 10 20D2. earnings report lIUo la'" r. (e OMdel11l. $5.~41'hare. 5t.~ "Price Sbblllty 10DIf DIu10d eam~s per &hil/ll. Ext:!. nt>nrecur- hlslorb:'JYoIld early MaItI1,= Ilrn! (E) In mlIIkms. ~
ng 9""'" ~05S"" . '95. ($0.83); '99, $0.39; ~O, Doc.. II relnvost. plan .. ..(I» In· ~amln8s Pr 00
~ ZI1D!t. _ Iloe M= 111I:. Nl droi _ FI<lVaIIIlItIlI.1 ".~ol,*" _ SlIflCOS beI10v0d '0 bI ...11I1 ond " pIO"ldol MIlOUIII'JII1IllIIes or~ lIml ,
T1fE PllBUS1lEl1IS rIOT POIISIIllE Oll Nfi ERRORS oR OMISSIONS HEREIN.~_. Ii stIfdIt Tor S\Obs<llbof> lIWlI, noOGlllllllonla!, 1IlIomol.... .~.., " I I I, I I ••
fi.lIlll'bII""""""",~_.. _Inll!f1p1m1.'IDDrk.. C'JErllllll\" b'~"""""""'1pri1Oe1t"-'~'''''''''''JRIkEl
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ATMOS ENERGY CORP, NYSE.A1Q I=rT 27 06\fJE 121 (Traifm9:11.9) RElAm'E 075\DIY'll 5.0%_• RATIO • L1!d1an: 1~o PIE RAllO. no
1lM£1.l1lE5S 3 \.llI!Iedifllm High: 32.3 33.0 26.3 2S.B 24.5 25.5 27.6 30.0 33.1 33.5 2!1.3 28.5 Target Prlcs=L";;'" 24.8 19.5 14.3 19.5 17.6 20.8 23.4 25.0 25.5 23.9 19.7 20.1 2012 2013 20 4
SAFElY 2 RmI1l/1i1US I-EGENDS

TECIlNICAt 4 lmieled9lW!
-l.D11'IlM~!b so~o!lltd~nl!! Ral• I--

BErA ~5 (1.lIO-MaIbO
• • •, NtII1No ce S1tl!llQlh

~
60

0=~P'!'''''''''''''' 50
~.'~- c"w~C;noNS ulOSl ,.owhI1 big... l1J01 f- -. 40

4'&'1 Total V"-
1'11.0 G31n elUnI "" 30

111gb 4D It50;:I 14%
" I,. "it '. 25

LoW 3D.U 7% .. '. ,
lll,. 11" 20-p.. .... fhl"Insld~r D~clslQns

., 15
O~OJFli!AMJ

. ..' ........
..~ 01000101111 ...... ...... .. 10.' .~ ., ........ .
~1!Iil1 aaaolanOo .~... ..~ .. ....

7.51,IllI 0 I 1 0 loa 0 0 r % TOT. RElUR/I8I09
lnsUltlllonal DecIsIons I, n". YLAAIIII.

_. IIl1lG'J 1lI1IlII. ream 1 STDCl -~B 141 lOB 107 ~"'" : ~
1 yr. 4.3 -'1.4

~ lD3~ ~dod ·4 I- hr. 9.1 D,4
a3578 83874 . 5)'1". 36.1 w

Almas Ener ales back to 1999 2000 2 09 21)10 oVAllif UJ/E PUB., (He z· 4
1906 in lllB Texas an amlle. Over !he 22.O!l 2&.61 35.36 22.82 51.3'9 (6.5ll 61.75 75.21 66.03 79.52 S4.25 G8.45 Ro_por.h A 88.35
years, through various mergl!rs, Ubecame 2.62 1m :1.03 3.J!I 3.23 2.91 3.9l1 4.28 4.14 4.l9 lAG 4.55 ·CDlIIl Flow" persll 4.80
part of Pioneer CalJXlfalion, and, in 19111, .111 1.03 1.~7 I.~S 1.71 1.58 1.72 2.ot1 UI 2.00 2.10 .2.2D Earnings por sh ... D 2.60
Pioneer named lis gas dlstrlblJlkm dlvlslon 1.10 1.14 1.16 1.1Ii 1.20 1.22 1.24 1.28 1.28 1.30 1.32 1.34 D1V'ib Decl'd pu all e:" 1.40
Enslgas. In 1963, proneer organfzed 3~ ;L31l 2.11 Uf 3.W J.tr.I 4.14 i2lI 4.39 5.20 5.50 5.75 t,,!,'J S,mJ0Jng pst 511 lUiD
Energas as a separale subsidialY and dis· 12.09 1218 14.31 13.75 18.68 110S 19.!l0 211.16 22Jl1 22.00 24,10 24.40 BDO~ Value penh 2UO
lrlbuled lhe outstanding shares of Energas 31.25 3.B5 ~D.19 41.1i6 5lAB IiZ.SO 8Il.~ Bl.14 B9.:l3 llO.Bl 92.50 93.50 Commsn Sh~ OUIsI'g 0 110.00
to Pioneer shareholders. Ensrgas changed 33.0 119 15.6 15.2 13A 15.9 16.1 13.5 15.9 13.6 So/lItrR ...... Avg AnnY I'If /WID u.s
lis name to Almas In 1988. Almas acquired 1.88 1.23 .so .83 .75 .114 .85 .73 .84 .6\ ..olio tJll. ReliOV. PIE 1Iatto .55
Tmns!.oulsiana Gill; In 1986, WeslerJl Ken- 4.1% 5.9% S.ll1. 5.4% 5,2% 4~ 4.5% 4.i"Io 4.2% 4.8% ..Ii> ". Avg Ann'l IIIv'd 'fIold 4.011
lu~ Gas UlilUy in 1987, Greeley Gas in 690.2 BSIU \442.3 9SO.ll :1199.9 2920.0 4913.3 6152.4 5893.4 7221.3 5020 6400 Revl!l1lJlls ($mlll}A J5t10
199 ,UnilEd Cities Gas!n 1997, and olhers. 25.D 32..2. 56.1 59.7 79.5 B&.2 13S.8 162.3 171l.5 180.3 195 205 Nol ProAt ($mIlO 215
CAPITAL STRUCTURE as 016130109 35.0'1' 36.1% 31.3% 31,1% 37,1% Z1.4% 37.7% 37.6'J1 35./1% 3MlI 3f.D% 37.0% Im;lImel<lll~al. 4l1.$%
Tolal D.bt $2169,5 mil. Due In 5YI1l $1360.0 mil 3.6% 3.5"- 3.9"- 6.3'11 2.S'Yo' 3.0% 2.1% 2.6% 2.9% 2.5% 3.9% 3J::' Nolprom Matoln 3.0%
IT D~bl $2169,4 milL LTlnl.resl$115.0 mil. 511.0% 411% 54.3% 53.9% 5ll1'fo 43.Z% 57.1% 57.D% 52.0% SOB'I' 50.0% SD.6% lcmil'TOl1ll D,bt Rills 49.011(l.Tfn1IlIeshillTled:2.9ll; fot.lfnloresl

5tl.D% 51.9% 45.7% 46.1% 49.8% 56.8% 42.3% 43.0% 48.6% 49.2% 50.0% 4g,m tD11111ll111 EaullY Rallo S1.O"coVO'"lI" 2.0x)
wsn. Uneapltallted PmJaI rentals 51B.4 m11. 755.1 755,7 12113 12\3.7 1721A Il1l14.B 3785.5 3826.5 4092.j 4172.3 4430 . 4580 ToW Capltal ('mIll) $800
PI<I Slodr Nooe 95S.9 BB2.3 1335A 13lJ1l.3 1516.0 1722.5 3J74A :16292 3836.8 4136.9 4365 4575 N.' Plant ($mllij S850
P.".I."A....l&.g/o8 $341A mill 5.1% 6.S% 5.9% 5.811 6.2% 6.B% 5.3% 6.1% 5.9% 5.9% 6.0" 6.0% R.tum on lDtal GaD' /lO%Obllg. $331.6 rnu. 6.6% 8.2% 9.6% 1M" 9.3% 7.6% 8.5'l'o 9.8% B.1'to B.B% 9.,", 9.0l' R.bJm 0.Shr. eqUity 9.5%COmmDn Slotk92,272.478 shs.
II ofT131J09 6.6" 8.2% 9.6% IDA'; !l.J% 7.~ m ll.9~ aJ% 18% 9.011 9.el' Retorn on Com Eoullv U%
MARIIE1 CAP: $2.5 blUrs" (Mill Cop) NMf NMF 2.1" l.!I'Jo 2.8% 1.1% 2.3% 3.6% 3.0% 3.1% .15% 3.5% Retatnod to Com Eq 4.0%
CURRENT POSmON 2CD7 200B 6130(09 NMF 112'l'. 19% 62% 70% 71% 73% . 63% 65% 65% 63% Sll' All Dlv'dsla R~l PIal Sti%

Cil$~ 50.7 48.7 125.7 BUSINESS: Alnu EnelllV Corporal"'" Is enga9ed pl1mzrlY In lb. a>mmtrclm; 7%. rndDS1l1a~ end 5'4 olfIor. 2008 depreolafion (afIl
Oil)l!J" looB2 12J8.4 870'8

d1~lrlbulllll1 IIl1lI ..1. or natural gas to 3.2 mllIIon tuslo/TJe1S Yl. six 3.5%. Has aro...d 4,550 lllTlpIoyee.. Officem and d1rec1ors OII'II.po
eum.IlIAssels wm ;mi" 796. fBB\llaled nalul1ll gas umy OJIlralllll1!!: Loolslana Cl'll.1on, Wesl plUldmelol)' 1.9% 01 ceumnan slock (12/06 Proxy). Cha1nnan and

~~ble 355.3 395.4 222.0 T..... DMolon, Mid·Tex DIvIsbl. Mlss13sIPIi DMslan, Colorado- ChIef Exetufivl 0lr1CBr. Robert w. Sas!. rf1COl1lOl'llled; 7exas. M-
154.4 351.3 .1 Ka""as DMslon, and Ksnluct;yJMld.Slates DlYlsion. Combloed dress: P.O. aox 6S02ll5, Dallas, T..... 75255. TelophDnr;. 972·

Olh.r
:i~J 1~~.1 422.i 2008 ga. volume!!: 293 MIvl~. Brealtdown: 56%, mldenllB1; 32%. 934-9227. Internet WVlY/Jllmosonergy.com.

CDllBIIlUab. 644.
Atrnos Energy's core natural gas utili-Fll\. Chg. Coy. 405% 450% 44B% Finances are in order. An acquisition

ANtlUAlRATES P.sl Pos! "I!sl'd 'O1l-'06 ty has generated healthy earnings of caused a mid-det:ade rise in the debt ratio.
oIEl1a"ll"(persh) 10Trs. !Yr>. lD'12·'14 late. That Is largely because of an increase But the company has whittled that figure
Revenues 9.5% 14.5'Y. 3."" in rates, primarily for the Mid-Tex, Louisi- back to normal. If at the cost of some dilu-
"Cash FlllW" 3.5% 5.5% 2.6% ana, and West Texas divisions. But tion from stuck Issuances. A reduced level
Eamill~ 2.6% 6J)% 4.0%
llMdand. 2.6% 1.5% 1.S% throughput is beIng constrained some by of uncollectible accounts, owing to Jower
BoakVelue 5.5% 7.5% 4.0% diminished consumption from residential gas pI"ices, is another plus these days.

!:.l QIlAliJEllY)l.E'/ENUESrm1ll~ A FuU and cOmJ11erdaJ customers (reflecting diffl- We believe that mOre steady, though.... Dec.31 Mar.a1 Jon.~ 8"1'.30 F1s""l cult economic omditions). uneJOCiting. profit growth is in store• Year
2036 ~83.8 2033.8 En3.2 971.6 6152.~ The pipeline and storage, and re&?- fOil;" the company over the next 3 to 5
2007 SD2.s 2UT5.8 1218.2 I0D2.D 589B.4 tated transmission and storage Ulllts years. The utility is one of the country's
200B 657.5 2484J1 11l39.1 1440.7 7221,3 are performing nicely, as well. The for- biggest natural gas-only distributors. cur-
2009 716.3 1821.4 71lO.B 701.5 5D20 mer segment is eruoying expanded mar- rently serving customers across 12 states.
2DlD 465 2435 1345 1155 6400 gins arising from gains from the settle- What Is more. the unregulated segments.

~;<:l EARNlIIGS pm SHARE ABE FUll ment of finandal positions associated with especially pip"lines, possess healthy over-
_s Dec.31 MaUl Jun.30 5"1'.30 ~~~I storage and trading activities. Meanwhile, all prospects. Excluding future acquisl-
200& .88 1.10

~~
.25 2,00 results for the reguJaterl transmission and tions, annual share-net gains may be in

2007 $I 110 d.ns 1.94 storage operation are being boosted by the mid-single-digit rlUlge l)ver 2012-2014.
200B .82 1.24 d.D7 .DZ 2.00 higher transportation fees on throu~h. On a risk-adjusted basis, these good-
2009 .63 1.2!1 .UZ rta" z.10 system delIveries. due to favorable mar et quality shares offer decent total re-
2010 .90 1.35 d.04 d.O! " 2.20 conditions. tUI'Tl pot~ntial. The dividend yIeld is apr
C.I· QUARJEltY DMDalDS PAID c. Foil ~pears that consolidatecl share net peal1ri' compared to others In the WUue

endar Mar.31 Jun.30 SBll.30 Dec.31 Year • advance around 5%. to $2.10. in Line atural Gas UtUlty universe. Future
2005 .31 .31 .31 .315 1.25 fiscal 2.009 (which ends September 30th). hikes In the payout, though likely to be
2006 .315 .315 .315 .32 1,27 Assuming further expanslon In operating gradual, as in previous years, should be
2087 .32 .32 .32 .325 1,29 m~s, the battom line may lnc.ease at a well covered by earnings. Meanwhile, the
2008 .325 .325 .325 .33 1.31 S ar rate, to $2.20 a share, the flllll)w- stock is ranked 3 (Avera~) for TImeliness.
2009 .33 .33 .33 ing fiscal year. FrederIck L. HarrIS, ill eptember 11. Z009

(AI FIscal year ends Sept 31Jlh~BI Dill~ rOllCOUf piI!d In elI~V Man:h. June, Sepl,~I(El QlI!l m.y ,.,t add dtl. 'D ch.nge In em Com~a~"Anand., Stronglh B+
shl!. EJtcll1lllllec. 11ems: '99, d23 : CO, 12~: Oec.' 011. reme"nlel11 plen. Direct slod< pur· auls1ond!ng. stu." IIc.51.bUlly 100
'll3, d17¢; '06, d181: 117, d2~ 'OS, 12¢. dlase pl.n .vaO. PJlce GroWlh P...1l;lonce 50
N.X1I1JlS.fPLdueearfyNlIV.( DlYldenllshls- (Dllnllllil1oos. ~
o~11OI, \Ial,.I1Il. "'" All blo,_ r,_lIlIIlIllatb _ lroItI"""".. bdllM:~ ,. be rolbld' ....rhpmldOll_Y<IlOIIl1I" 01 .. l!nl1. ,
l1l~PUBIJSIlER IS~DNS1ll~ ~RRORS OR OI.1ISSlONS HfllfJtI.~_.. " iOI<\Ir 10< ,ob,<>lho(, .... non.....mtrdol.lnlomol ..... ~o ~.~ II, II •
d •..,ID~md4_... m"'llritlll._cor_r.... '" r"'~"'~..,pil(od..._d<,.-_... pt<l«1.
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DELTA NAT. GAS NDQ.~ IfECEHT 25.00IwtJ,GD15.0I~= O.961~ 5.2% .
PRICE

.~
~..

20.99 23.0B 2UO 28.75 30.00 26.82 26.0. 32.19 26.88 I Kig~". -' '17.69 18.50 21.00 22.02 23.50 24.11 23.50 11.10 IB.~8 Law

PERFORMANCE 4=' leGENDS 4.
4:=' -1Z...... MovA.g '.

Tedlnlcal •••• Rol Price SlrlInglll 302=... SIlIo',;'....~. ., I ,
"

,. 22.5
SAFm

" II ~. II.... '.BETA .65 (1.00 # Moll<sll -.-." . 13.... ;

"
,

9........ -~. ..
FlnllllClol SIrsnOlh B+ .' " 8

PrJ.s SlablPly 95 4
3

Pd.. GrDwlh " ...!$Iones 55

~~• I,

M ao
EamTng. Prtdlclablniy 70

~006 [iliffi voL
tJho"'-l

oVALUEU~ puausmNG,IN£:. 2001 2002 20B3 2004 2.005 '2007 2.008 2.009 201012011

llI'US PER SH 28.36 22.11 21.59 24.74 29.06 36.01 29..96 34.18 -
"CASII FLOW" PER lltl 3.08 3.16 2.65 2.65 2.86 2.94 3.i9 3.49 -
EAJiNlHGS PlSR SJI 1.47 1.45 1.49 1.20 1.55 1.55 1.62 2.08 1.65"',8 1.!lOcINA

OTV'Oll DECL'P PER 511 1.14 1.16 1.16 1.16 1.18 1.20 1.22 1.24· -
CAP'1. SPENDING PER SH 2.83 3.72. 2.90 2.80 1.65 2..39 2.47 1.69 -
BOOK VALUE PER Btl 13.12 13.51 14,49 15.21; 15.73 16.16 18.61 17.46 -
COMMON SHs OUl'$'l'G MILL 2.50 2.53 3.11 3.20 3.23 3.26 3.2ll 3.30 -
AVO AIIfl't Pie RAllO 12.3 14.1 14.5 :!D. 1 111.8 16.9 15.5 12.3 15.2 1UINA
RELATIVE PIE RATIO .63 .77 .83 1.00 .B9 .91 .82 .74 -
AVG AIm'LD/V'll 'flEW 6.3% 5.1% 5.5% 4.9% 4.5% 4.6% 4.9% 4.9% -
SAlES l$MILl.) 70.8 55.9 68.4 79.2 84.2 117.3 9B.2 112.7 - BoIrfl1gu",.

OPERATING MARGlN 23.2% 29.3% 24.7% 21.2% 21.9% 16.2". 20.4"" 19.6% - alUcvnsalJ.$U.$

OEPRa:tATlON 1$1/Il~ 4.0 4.4 4S 4.T 4.3 . 4.6 5.2 4.7 - Q.m!ngs
HEr PROFIT IsMn.t\ 3.El 3.6 3,S 3.8 5.0 5.0 5.3 8.8 - esUhllIlss

INCOMS TAJ( RATS 38.0% 38.2% 38.0% 38.1% 38.3% 35.6% 31.3% 37.B% - iJmI, u.f.ml1 th,
KET PROFIT MARGIN 5.1% 6.5% 5.8% 4.8% 5.9% 4.3% 5.4% 6.1% - reot.m pdcllS'•
WOR!tINl> CAP'L I$MILL) <112.8 d15.3 d.2 d.l .9 4.8 5.1 8.2 - PIE ,,"/•••
LONG-TERM DEBT ($MI~ 49.3 48.8 53.4 53.0 52.7 58.8 58.6 58.3 • -
6HR. EQUllY [SMn.i.1 32.8 34.2 45.9 48.8 60.8 52.6 54.4 57.6 -
RETURN 011 TOTAL CAP'L 6.7% 6.6% 5.9% 5.6% 6.7% 6.7% 8.3% 7.5% -
RETUlUl 011 6llR. EQUITY 11.1% 10.6% 8.6% 7.9% 9.8% 9.5% 9.7% 11.9% -
RETAINED 70 COM Ea 2.5% 2.1% 1.Il% .2% 2.4% 2."'. 2.4% 4.9% -
AlL OIV'OS TO NET PROF 76% 80% 91% 9B% 16% n% 75% 6O'll. -
ANo-, of.1IMplHMl1glrlg"m. uL IIlJuJ 2J d.,., 0"" 0da>m, OOII'l!lrllS 5:fo".oml'!is gIOnIh 3.0' por,.... 8S...d lQXlIl on. ""etrsr.. ufJmar.. "so..., upon ClJlO ...Iy.r. .o1InIoto.

ANNUAL RATES
ASSErS l~lII.) 2001 :roOB al31j09

af~(p"..lfrmJ 5Y... 1Yr. C8sII Assets 2 .3 .9
Sale. 7.0% lM% Rece""'bl.. 7.4 11.4 15.3 BUSINESS: DeltaNatural Oas Company, Inc., through jls
"CItshflDl'/' 1.5% 9.5% Inv!nlay (A"ll Cll!1) 12.4 1S-0 7.5 subsidiaries, engages in the sale, disln'bUtioD, Dr transporta-Ellmlnll'i 3.5% za.5'i!i Olher --l! ~ ~Dividends 1.0% 1.5% Cllneot ......I~ 25.6 3•.0 ZIl.5

lion or natural gas to apprOlomately )8,000 retail customers
BOIJk Yalu. 4.0% 6.0'11 on illl distribution SY$tem in central and sOl)theastem Ken·

A...l QUARTERLY SALES ($mln.) Full Prcpetty, Plant tucky. It also owns IIlld operates an lIDderground storage
Ve., lQ 2Q 3Q ~Q Yllilr & Equlp,alcos! 167.1 192.1 .- field and transports gas 10 other pipeline systems. In

Accttm~ S4.8 07.7 ..
addition, the company buys gas and resells it 10 industri.11 or05J3ll1n7 13.1 28.4 41.0 15.7 982. Nel Pnlperly 121.3 124,4 128.3

OlilJDlDB 12.4 29.3 48.4 22.6 112.7 Olher .JW .JM 142 other large use cu.tOmers, as well as to cu.tomers not on
06l3OlDB 18.1 34.0 43.2 Talall1sso'" 160.4 17M 171.0 Dclla'5 IIy5lem. Further, it owns am! operates productlon
Oli/3tll10 properties and undcveloped acreage. Delta Natural Gas

RtCllI EARNINGS PER SIIIIRE Full
llABlU1JES j.$mUlj Company primarily serves residential, co=ereial. lIDd
Accl~ Payablg 10.3 12.2 01.1

Vear la za JQ 4Q Ygar O.bIO"" SA 8.0 11.9 industrial customers, including 8,000 customCI$ in Niche-

O&'3lllD6 d.19 .89 1.03 d.19 1.55 Olhet .....Q ..-M ~ lasvillc, 6,000 customers in Corbin, IIlld 4,000 customcrs in
OIll3O/ll7 d.16 .73 1.12 d,01 l.GZ Co,,",,1 U3b 2004 25.8 22.9 Berea. Has 158 employees. Chainnan, C.B.a. & President:
0S/:lI}/00 cl.2S .75 1.65 dO] 2.0B Glenn R. JCllIlings. Inc.: KY. Addless: 3617 Lexingtnn
06l;lO/DS .00 :rr 1.29 Road, 'Ninchester, KY 40391. Tel.: (859) 744-6171. Inter-
06130110 LONG-TERlIT OEar AND EQUITY nel: hltp:llwww.deltagas.com..

C,.,. QUARTERlY OlVlDeNDS PAlO Full
u af3l11/D9

endar 10 2Q 3Q 4Q Yesr Talal Dolll $1;9.6 mlI1. Due In 5Yrs.l'IA

WO& •30 .30 .305 .305 1021 l.T O.bt $51.1 mlil•

ZOO1 .305 .305 .31 .31 1.23
Includlng Cap. L..... "'A L.y.(49% af Capl1

2lIDlI .31 .31 ,32 ,32 1.26 LeO$O$, Un...plloUud Annua! rtnlefs NIl
2009 .32 .32 .325 8~enJberlJ. 2009

INSTnllTlONAlOEClSIONS .
Pen,Ton UablUIy None In 'DB VB. $1.1 mW. In'll7

TOTAL SHAREHOLDER RETURN
.0'08 1Q'D~ 2Q'G9 Pld Stock None prd Dr.'d Paid Non. DMd.nd. pluol/Ppnltlarlon 8$ of !lI3U2DU9

10 Buy 8 8 9
COlllTllon Slod< :1.313,215 olio,.. 3 Mos. 6 Mos. 1 Yr. 3Yrs. 5Y",.10501 9 9 9 [51% oC Cap')

HJd's{OlJO) E/5 615 558 16.14% 23.9B% -1.lI1% 19.!!1% 25.72%
021109 Va\I, u..~ Rortrc....,....., F""'~ _I, cbl~n" i'atl1 ,ourm __ Ill lle'_ 0111l ~~~ .....""" "'~~rd._
lift; PUBUliHER lS!lOT Nm FORAN'( ERRORS Dll OLliSSlONS HEREJ)I,~." ~solol1 lor ..--'"'" """..."'od~._"""jAIl I I ". : I' I I , 'rilh"",,,"",,,,,,,,,,"4_.lIIml .._dlnlJRjphN._ .._frrm .. fa: ,,_ .. _ _cr



•

•

•

Schedule PMA-10
Page 11 of 15

LACLEDE GROUP NYSE·LG IFCENT 32,611~nn 13,8(=:;1~n RElATl'IE 0861Ol'/'D 4.8%
,

PRICE PIE RATIn I YUl

lIMBJNESs 3 l.omd!JllJlB HIgh:
~H fn·o 24.8 ZS.5 ZS.O 30.0 32.5 34.S 31,5 36,() au 48.3 Targel Prlce Rallf."

Lew: .0 17.5 21,) 19.0 21.8 21M 211.9 :19.1 28,8 31.9 29.3 2012 2013 20 4
SAfETY 2 IlIRdlllm LEGENDS

TECHNICAL 5~!lI«O

l~~!!!
f- 128

96
BETA All (I'co-',llIhO f- 8U,dJ.u: - RalSrJDn t-

642012·1 Ann'lTDtat IJJesl~9"" ID11' '-- -_ .... -_ ....
•or 48

Prl~ Qo1n RolurD ....- ... -_ .. - . 4U
~ 60 !t85~) 19% t...1 U , 'htlL 3245 +4a 12%

'I]fl ,...... rr 24Insldor DBclslnn5
~~!::-: 1'ld nllT 1lur,ll "1" '.OHOJFrII1\MJ .' 1~

.~ SgggSgg~~ .' ....... ." .t"..... ," 12rs: 060000010 ...._..
r'~ .,....-. . '. %Tm; 1IEl1JRN afOll..._....... .....~.

InslltuUnnal Ceelslnn" ~
1Hl5 lILAlllTII.

l_ lll1l1U 1QlaII

~
sroCll ...EllP.,=nl 7.5 11'. .~.1 .0\.41'1lJJ 13 10 11 -.. 5 3yr. 13.1 0.1

~<llDI 114~ 11D:~
81 _.d 2.5 f-----10509 5yr. 40.0 JU

1993 1994 1995 1996 1991 1998 1999 2000 :roue 2010 "'VAWElJIlEPV8.Jm; 2·14
32.33 33.43 2A.79 31.83 34.33 31.04 20.04 29.99 53,08 39.84 54.95 59.59 75A3 93.51 !IUD 100.44 S~ !lua Revenues p~r sh 111.65
2.81 2.SS 2.55 3.29 3.32 3.02 ISS US 3.00 2.56 :l.t5 2.79 2.98 3.81 3.B7 4.22 -UO ••50 "Cash Flllw" por sh SAO
1.61 1.42 t21 1.87 1.84 1.511 1.47. 1.37 1.61 1.18 1.82 1.82 l.!1a U1 2.31 2.64 2.9S 2,60 earnings per slI Aa loa
1.22 \.22 124 1.26 1.30 1.32 1.34 1.34 1.34 1.34 1.34 \.35 1.37 1.40 1.45 1.49 1.53 U7 Dlv'ds D~cl'd p~r sIJ c. 1.70

t6l l,IiIl U~ 2.~~ 1.4t z.olJ ~ 2.l1 2.51 2.llD 2.61 2.45 2.B. :l.W 2.72 2.57 2.55 2.60 CiJl" Spen1lln9 per sh 14a
12.19 12.44 IUS 13.72 14.28 14.57 14.9B 14.99 15.28 15.D7 15.65 16.9i 11.31 18.85 19.79 22.12 23.65 23.55 Book ValullllOr sh n zaas
5.59 15.61 11.42 11.56 11.56 11.63 18,B8 18.83 18.88 18,ll6 19.11 20,98 21.17 Zl,J6 21.65 Z1.99 l2,SO lJ.ao CommDll 511s OUlsl'g ~ 26,08
13.5 IDA 15.5 11.11 12.5 155 15.8 14S 14.5 2IlJl 116 1117 162 13.6 14.2 14.3 /IQld1lgru."'" 1IYllAnn"! PIE j(8UO 17.5
.80 I.DB l.U .75 .72 .B1 .90 .97 .74 1,09 .7B .83 .B6 .73 .75 .a9 \',0... U., Reloll'/! PJE Rallo 1.15

5.6% ~ 6,3% 5.6% 5.6% 5.4'lo 5.8% B.8", 5.nI 5.7'Ie 5.4% 4.7% 4.4% 4.3% 4.4% 3.9% ..1.11 '" AVg Ann' Ol'l'd Yield 3,2%
CAPITAL STRtJCTURE", of 6130/119 491.8 5f.B.l 10D2.1 755.2 10~3 1250.3 15!17.a 1991.5 21121.6 2209.0 ZlJoa 2108 Rmnuas (tmllll A aaa
Total Debl 5522.2 mIL OUlln 5VIS $9ll.0 m11 28.9 26,0 30.5 22.4 34.6 31l.1 . 4G.l 50.5 49.9 57.6 65.0 60.0 Nel Pront ($mIui so.o
LT Dthl ~3B9.~mlJ. IJ' Inlorest ~25.0m11 35.5% 35.2% 32.1% 35.4% 35.0% 3UlI 3H~ 32.5% 314% 31.3% 3U% 35.a% In~oml Tax Rate 35.S%(Tole! Inlell!Sl CDYoregB: 3.lJx)

5,5% 4.6% 3.0l'0 3.0l'0 3,3% 2.9% 2.5% 2.5% 2.5% 2.6% 3.311 un Nil Pront Mmlln z.a"41.8% 452% 49.5% 47.SOJ' 50.4% ~1.614 4B.1~ 4l5% 45.3% 44.4% 4l,S% 45.all lang·Te,m Debt RaliD 41.1%
le""as, Ul1C8]1lla11Zed /WlIaf renlals $.9 JIIM. 67.fl% 54.6% 5I1.l': 61.3% 49.~ 48.3" 51.8" 5D,.f1l 54,S" SS.5l1 57.5% 55.015 CDmIl/<lll:EI/l!IIYIIJllD 5un
PenslDn AsseI!;·!l/DB $248.3 m!ll. 488.6 519.2 574,1 546.5 61ls.n 737.4 7fJ7!J .798.9 184.5 876.1 92S gaS Tala! C'pll>1lJmPII 1315

Obllg. $308.7 mill. 81M 575.4 6lI2.5 594,4 621.2 646.9 1l19.5 763.6 193.B 823.2 8iS S15 Net Plant 1~m1n) 12saPfdl1toe1<tlDIte
7.1% 63% 6.9% U% 1A% 6.6% 1~ aMI 6.~ 8.1% 1.5% 7.5r. Rel<JIII on Ta/!/ Cllp" 7.D"Common Stlltlt 22,161,303 Shs.

a.ol1/31(09 9.5% 9.1% 10.5% 1.9% 11.5% 10,1% 16.9% 12.5'1t 11,6% 11.8% 12.ll11 11.Or. Retum o. Shr. Eljolly 11.11"
9.5% 9.1\1 10.5% 7.8% 11.6% 10.1% 10,as 12.5'h 11.6% 11.8% 12.0l: 11.0% Return on Calli EouUv 11.011

MARKET CAl': $725 mnnon (SlIIon Cap) 1.0% 2% I.B% NMf 3.1% 2.1% 3.1'1> 5.1% 4.3'l't 5.2.% 6.0" (,5% ReC1ln'd fD CDII\ Eq 5,0%
CURRENT POSmON 2DU7 ZDOS 6130139 89% 98% 83% 113% 14% 73% 72" 59% 63¥0 56% 5311 &011 All IJlv'd.lo N.t Prol 5Sl'
c.JM~ls 57.1 14.9 89.1 BUSrNESS: lscrBlla GItItIP', /iw., Js B holdJrrg e:mnpany for Laded. 112%; <Dl'I1merdaf aIltllndlls1ri.1f. 24%; lran,,!,lIrIal1cn, 1%; olI1er,
other 414.6 547.0 283.6 Gas, I'1tlIcll dl.lrlbul.. nalura 1I"$ln ...lem Mi"OIJri, IrdudIJ1g lb. 1:1%. Has alllUnd 1,007 .1II]lIny.... OlffCCI' und dinlclClll own lip-
Cum..1Assels 467.3 55'f] 312..7 city 01 SL I..aub. SL lolli. CIlUI1ly, and palls 01 10 olIlel mtmlI... pmxImalely 72% III common shares (11O!1 Pllll<)'~ CIIa!<man, Chlef

AccIs Payable ln5.8 159.6 79.3
Has mughIy 830.!JIIO r:lJSIamW& PurthBtlBd SAlMI Ul!Ily Re- EuculhoB OJn<Jlr, lDId Prosldenl: Douglas H. Ya~ger. Incorporaled;

D.btOU1l 251.6 216.1 133.0 5OUn:es, 1102; d1l'eslod. 3IlllI. Therms sold Dlld lr.lll$plllled In lIscaI M'1SSDUr\. Add~ no Oliva Slrnel. Sl Louis, MlSSD1ld 631D1. Tel·
DIhef 115.3 J0:3.§ B7.8 2006: 1.08 mil. ReV1!ll\lB mbc CDt fl!sulal!ll lIperalloos: resI~nlia~ ephtlne: 314-342-1l500.lnlemel: WNW.lheladadegroup.<:om.
CtJ",,"1 UaII. 41S.7 79.2 . sao.l It appears that Laclede Group will time, and it appears that trend wHl contln-FIlc.Cllg.eov. 282% 377% 37n%

~enerate record earnin~ in fiscal ue. This ls because the service territo~
ANNUAL RATCS Pasl Past elll'd 'Qlr'UB 009. which ends on Septem er 30th, The based In eastern Missouri, Is In a mature
oI~e(per1f1l 1«1'". Sf". le'fl-'U non-regulated gas marketing unit. Laclede phase. Ladede Energy Resources has.Revenu.. 11.5% 14.()'ll. 2..5%
"Ca!ih ROYi' 2..0'/. 6.5% 5.5~ Enerw ResoUf'l;es. is enjoying a healthy promising expansion possibilities, given its
eal)1ln!Js 3.5% 9.5% 3.5% rise m volWlles. That has been brought proxim.lty to existing and plannfldDIvIdends . 1.0% 1.5% 2.5%
Book Value 3.5% 5.5% 5.5",{, about by significantly increased pipeline pipelln~. as well as oP~O...tunities from
Flsc.1 QUARTERLY REVEIlUEs ($ mI1Ll" /r~~ol

capacity and expanded margins on sales of shale development: But t at segment has
Yo3r

D~a.31 MM.31 Jun.30 Sap,3n
natural gas (Tef}ecting a drop in natural contributed 6ust a small portion to total

Ends Yetlt l:.a5 prices). Unfortunately. the utility. profits on a !storieal basis. A major acqui-
2&U6 6&9.2 108:8 330.6 269.0 1997.6 aelede Gas, has not Jerformed up to par sltlon could help to offset this. but it sp-2007 539.6 7oo.S 457.9 32a.3 2021.6 af late. stemming par ~ from a r.lse in ap- pears that such plans arB not on manage-2GD8 5U4.D 747.1 5115.5 451,& 2209.0 erational expenses. urthermore, last ment's agenda at this juncture, Conse-ZOD9 614,3 65'a.1 309,9 356.7 2aOO
2DIU 530 57a 520 480 2100 year's results Included certain previously quently. annual earnings-per-share growth

If.c-.I EARNINGS PER 5IlA1lE A BP Full unrecognized tax benefits (Which could rantff. Dnly between 4% and 5% out
Rst:al amounted to about $0.07 a share). to 2012-2 14.

E~~~ De~,31 Mat.31 JlII1,30 Sl:pJG YRilr Nevertheless. eonsolidate<l share net may Income-oriented accounts may find
2006 1,23 1.05 .13 d.04 2.37 weH advance about 12%. to $2.95 a share, the dividend yield modestly appeal-2007 .89 S7 .43 ,03 2.31 in fiscal Z009. Ing. Further Increases in the payout wUl200B !J9 1,39 .41 d.14 2.64
2009 1.42 1.40 .31 d.1B 2.95 But fiseal 2010 may be a down year. r.1'"Obab1t be gradual. however. That Is
2Qfn 1.03 1.21 .38 d.02 2.6a when measured against the strong profits argely ecause of Laclede Gas' unexciting

Col· QUARTERLY DMDENDS PAID c. Full
we antiCipate fur this year. Moreover, the expansion prospects.
benefit of sharply lower natural gas prices Total return potential over the 3- to 5·endar' MBr,3f Jun..W Sen,3D Det.31 Ya/1r may not be repeatable. year horizon looks unexciting. based

2805 .a4 •345 .345 .345 UB The company's 3- to S·yea.c prospects on the stoc~s current quotation and as-
ZODS .345 ,355 .355 .355 1.41 look tmsped:acular. Annual customer swning minimal· growth in the d1stribu-2DIl7 .365 .365 .365 ,365' 1.46
Z008 ~~ 1~~ ~~ .375 1.50 growth for the natw-al gas distribution tion.
20as • 5 unit has been only around 1% for some Frederick L. Harris, III September 11. 2009

S-.....~"" :I-..M·· ....-==...,··I......•.._· ...·,""'"l~IlasBd DI\ """fOgo s • oulslandlng Uw. Ott. (e] Dividends hlsloncal pal In e JOlIo In m\I11ons. Sloe 5 Priee S~blllty 100
.lban ~.d. Exdudes nOl\ll!currlng IDss: UBr1. Ai>rII, J~, and Qclobor.• OlYId.~rsIn· !~ OUr. -9S. mer noloum dUBio round'lflg or PrItD G~WIh P.rslstent. en

'Os, 7~. ExdudOlllofn rrom dJ.tonllnued oper· vestmenl plan iwalImJ'", (D) lncl. d_flllTed Ch3ng-oln sho''''' DUlslandlng. dlctablnly 85
a ~ -. In! ...~ Inc.". rrol ......ed. fOdUOl_ b obJoIned~.~ b_ II> be ool!oIR >oils I""'hred _....,.,.r.. or ..~ rdod. •'IIlHUBUSllERlStI(7T PDIISIIll.E ORNftEMORSllIlOMl5SKlNStrEREIll. =llonbslrlc'lj-lor_DllI....__dlI~lnIomo1_ opan ".:II, 'I'
lI~naybo .Oldd._.-lr.nlnliIIIIln"'1 "_or_fo'Ill.- i:r915m11lJ ... l!BIuli09l11'JpI1rIed ..._~ .......... p1I'Ml.
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N.W. NAT'L GASNYSE.~ I~ 41.941ilIno 14,7GI:=l~) W~O.91
D1V'D 4,0% .
YLD

1ll'1£WJESS 3 lm<YfJ7/t4l1J ~; 30.11 27.9 27.5 26.8 30.7 31.3 34.1 39.6 43.7 52.8 55.2 ~e.1
1~f;1 ~~1~ R;;p:2~ 3 195 17.8 21.7 ~.5 24.0 zr.5 32.4 32.8 39.8 37.7 37.7

SAFETY 1 RRI:wIDS ~ENO&
f- 120

TECHNICAL 4 lmm""1I4/Il!l
- 11~ 1 DIYkIoods p,sb 100/lol. f-

BO....!.:[~ $lr"lJlh f-BEllI .IilI (1.oa.14",,<I) 3-1"·2 f...-
........ - ...... -

6~

2012-14 I'RUJEGJ!OW3 ~~pdar'-' ,,, ....--- -- -_ .. _- ---- ..
~af-Ann'! Tat.1 l.alelIIll<mI'iIi lIlgilll11Dl

1I,;·,li 1'/1"" " 'luln.
Prl.. Galn R.lUm fi lth 32

IlIg11 10 ft65~ I 16~ ,,,,,I L·Il~l~11.,.11 "'t. tJII
'"

',m'
Z(l.oif 55 t3D 10

I fnsldar Ilaclslans .. . , . 20.... • b' ~. . . 16ONOJFMAMJ .-- .
"'- ....4.=. gn gg·n gg . . w.. w . 1Z_. _. .

(,III °Z ° 1 0 0 0 t 1 %rot IIEJUllN 8IlJ9 B
Jnslllutlanal DecIsIons

-~
"'" 1IL.wnt

IlIlDIl 1_ !lllDll P.,mnl srOCK .....
15 hr. .10.5 -'4.~

~j~
B2 51 76 &\lII.., 10
83 93 69 lladed 5- i-'-- 3\". 2UI aU149117 15126 15'387 5)". Ga.l

199:1 1994 1995 1996 199111998 21103 2010 ClY.Al.VEIJUEPUB INC 2·14
18.15 18.30 18.02 16,86 15.82 18.71 16.11 21.o~ 25.78 25.lJ1 :13.51 25.89 33.01 31.20 39.13 39.16 3160 4HO RavllllllU pl!rsb 4UlI
114 3.50 3,41 3M 172 3.24 172 3.6S 3.B8 3,65 185 3.92 4.34 4.76 6.41 5.31 &.60 5.85 ·Cashflow" per s~ 5.75
1.74 1.63 Uil 1m 1.75 1.ll2 1.70 us 1.05 1m 1.76 1.85 2.11 2.35 2.16 2.51 us 2.85 Eamlngs pDr sh ~ 3.45
1.l1 1,11 tIS l.1D 1,.2' 1,22 1.23 1.24 1.25 126 111 1.3D U2 1.39 1,44 1.52 1.60 US Ulv'd!: Dael'd pu sh o. 2.00
3.61 4.23 102 ~JO 5.01 4.02 US 3.45 m 3.11 4,9D 5.52 3A8 3.511 ~,4B 3,92 4.50 4.~ Cap'l Spandlng per sh ('511

1108 13,6,1 IUS 15.37 111,02 16.59 17.12 17.93 16.56 IBm 19.52 20.64 21.28 22J)1 22,52 23.11 24.90 26.111 Baal! Valua per sh JO,5lI
IS. :ID.13 2224 22.56 22.95 24.85 2S,1YiI 25.23 25.23 25S!l 25.94 Zl.5S 21.58 .2124 26.41 2651 16.50 rUO Common 5MDul&I'g c 20.DO
12.9 13.0 12.9 1t7 14.4 2BJ 14.5 1204 12.9 11.2 1.'i.B 1B.1 11.0 !5.l1 1ti.7 18.1 ./I.1d Dc -"'" AV9 Ann'l PIE RaUa flO
.76 .65 .86 .n .83 1.3g .83 .61 .liS .!14 .911 .8B .91 .JlS .89 l.1f -Un. fll!IaO" PIE RaUD f.20

5.2\1 5.~ 5,7% 5.2% 4.8% 4~ 5.0% 5.6% 5.1% 4.5'J'o 4.6% 4.2'J1, 3.7% 3.7% 3.1% 3.3% ut.ll- AYll Ann' llIy'd 'I'lold 3,zl'
CAPITAL SlRUCTUREas Df6l301Q9 455.8 532.1 653.3 /lilA &11.3 107.6 mo.s 10132 1033.2 1.037.9 1025 Il1S RavallUu 1~m1ll) 1350
Total Debl $tiTI.6 nml. Don In n", $173.8 mil. 44.9 41.8 &1.2 43.6 46.0 50.6 5B.1 652 7~.5 68.5 75.5 ·75.5 Il-at Prafit Is,.lhi 95.11
LT Debt $5B7.0 mUI. LT Into""t $37.0 min. 35.4% 35ll\l 35,4%

~~
33.1% S4A% aB.n'll. 3B.3% 37.2"1\ 35.9% 31.0% 37.0% Incama TaxRato 37.0%

(Ta1aIlnlerost coverage: 4.Ox) 9.9% 9.11% 7,1% 1.5% 7.1% 8.4% 6,4% 7.2% 6.6% 7.3" 6.7% NatPrafit Mal!lln 7.2%
48.0% 45.1% 43.0% 47.6% 49.7% 48,0% 41.0% 46.3% 46.3% 44.9% 47% 47% lon9'Tarm DabtRal10 47%

POIISlan!\!os.Is·12/DI $1B3 mill 49.9% 50.9% 532% 51.5% 511.3% 54.0% 53.0% 53.7% 63.7% 55,1% 53''' sm Call1man faaflv RaUl) SJ%
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Fx. Chg. Cov. 408% 393% NMF Northwest Natural's normal-looking the company plans to pare 50 to 100 jobs.
AWlUAl RIlJES Past Pasl Esl'd '01;.'08 .fir5t-half l'ellults contained 50me un· adding to the 175 It eliminated in the last
Dh:halllla {pmh) lOY... 511S- ID '1Z·~4 usual elements. The compan~shares In two years.Ravenu",

j~~ U~
•.0% either 20% or 10% of the di erenee be- Northwest should benefit hom a new"Cash FlClW" 4.5%

earning, 5.0% 8.0% 5.0% tween forecast natural gas costs and the union contract. Under the new fiYeo~ear
Olvidorid; 2.0% 3.0% 5.S% actual outlays in Oregon. In this ye;u-'s agreement, union members (about 6 ofBoDllValue 3.5% 3.5% 6.0" first half, very low gas prices led to an $11 the workforce) received a Z.3% raise but
Cal· QIIARTERlY REVEIlUES ($ ml1l.) Full million profit from the cost-sharing me- will get just 1% more per year for years

endar M.r.31 Jan.3D 5611.30 060.31 Vear chanism, versus a $6 million loss in the two through five. plus up to 2% for Infla-
ZGD6 390.~ 11\.0 114.9 336,9 10132 prior-year &eriOd. The profit. however. 'Nas tion. The company gains extra flexibilIty.
2l1D7 394.1 1632 12U 331.1 1033.2 partially 0 set by considerably higher op- and new hires will not be eligible for the
2008 387.7 191.3 109.7 34a2 1037.9 eral:1Ilg and malntenance expenses, due defined benefit pension plan.
21119 437.~ 149.4 100 338.2 1025 partly to higher pensIon expense related to New projects could significantly boost
2019 420 21S 125 355 1125 the decline in the stock market and eacDinr!j;S by the end of our tune hori-
e.l· EARNINGS P81SHARE" Full bonuses due to the earnings gain. Mean- zon. orthwest owns 75% of the Gill

endar Mer.31 Jun.3D Sell.30 0••.11 v... whUe, the recession cost Northwest 3.000 Ranch. CA gas stora~e project and will In-
Z006 1.46 /J7 a.as 1.1. 2.35 customers In the June panod, dro8!8ing Its vest about $100 mil Jon In the project; it
2907 1.77 ,10 d.22 1.11 2.76 year-to-year customer increase to .8%. should contribute to the bottom linli! by
20DB 1.62 .lIB d.38 1-2S 2.51 ThUs, we look flJr little earnings 2011, The proposed Palomar pipeline
2DD9 1.72 .12 d.Jl 1.32 2.B5 change through ZOIO. With natural gas would bring a second source of &3S to the
20lD 1.72 .11 d,33 1.35 2.55

~1ces likely to rise at least a bit next year, Portland area; its eastern sec on could
Col· QUARTERlY'D!VlllEllDS PAID B. Full orthwest has opted to share in 10% of come on line by 2013. NWN's investment

endar IMllr.31 Jun.3D Sen,30 0••,31 Ye.. the difference between forecast and actual would be around $200 milUon. plU$ an
2005 .325 ,325 .325 .345 1.32 gas costs, likely reducing commodity cost equal sum if the western halr 15 bullt.
200& .345 .345 .345 .355 1.39 effects. As gas prices are down. however. These top-quality shares offer decent
20117 .355 .355 .355 .375 1.44 the company ""Pects that residential rates total-return potential, suitable foz:
200B .375 .31S .375 .395 1.52 will drop 15%-ZO% next year, raising the conservative acCQunts.
2D09 .395 .395 .395 incentive to convert tD gas heat. Moreover, Sigourney B. Romaine September Il. 2009
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BUSINESS: PIedmont Natural GasC~ Is prlm3~1)' a 18gu- 8.1 yean;. Non-rl!gulalatl Opefll~'" sal. 01 ga..p....red h.alno

ca~f. 7.5 1.0 20:r falad ""lutal gas tasln"uCDr, ""V1\Jg 0Ql 935,724 o:ustome.. In equJpmml; nat\lnll gas bro""Mg: pllIIIIM A11!S. Ha. alIa.1 1,833
Other 4~7.6 593.6 528.0 No~h ClI!Olna, SOIJth Cardlna, and Tllfl/lllS•••. 200ll revBl1\lU rtlilc efl'llioyees. OIDcers & d1reclon; llWI1 obolll 1.1% of common slock
GUfTBnl Assets """43[3 oaD.8 54B) r.sldOlllr.1 (311%), commercbl (24%).lltdutlrial (12%~ other (25%). (l/llg proxy~ Ghalnnan, CEO, & PresIdent "l1tom§ E. SkalrIJ. ~;
~J::rb'" 1~3.6 132.3 94.0 Princlp.l supplle/5: T/lll1Sl:D and Tennass•• PIpeIln.. GIlll =Is: NC. Addles", 4nO P1.dmoll1 Row om., CharloUu, NC 26210. Tel-1!J5.& 438.5 235.5
OIlEr 75.9 112.1 182.3 73.6% 01 reventles. 'DB d.prn~. nile: 3.2%. Esllmal.d plant .ge: .phone: 704-364-3120. "'l.rnt!: 'INNf.pJednux11ng.cooT.
ClImmll.ial;t. ~ 6S13 511..B Piedmont Natural Gas has posted a years. As a result, PNY is holding off on
FIX. Cl1g. COv. 309% 341% 35[1% mixed ba~ of financial results thus far construction until 2m2, with a potential
AIiNllAL RATES· 1'..1 Past Esl'd 'IlG-'W in 2009. uatterly sales In the tlnit half in-servke date of 2015. These moves ought
ofdlalJ,l1l(p<t.hl 181... 5Yrs. 10'12-'14 declined, year over year, as toe weakened to help the company conserve cash at aRavemtes 7.5% 1M" 2.5%
"CBsh Flow" 5.0% 7JJ% J.D''' economy continued to weigh on both time when rising accounts receivable and
ElI/Tlln.9. 4.5% 6.5% 5.5% residential and commercial new construe- higher delinquencies are a dlstlnct pass{-
Divld.nds 5.ll'1o 4.5% "3.5% tion activities. As a result, Pm's regu- b~.Boo1c Vatue 5.5% 6.0% 4.0% Jated utility segment has been experlencl- S' • we have raised our earnings as-
F=I QUAllTERlYRSlEN1Jl:S Illlllll.)A f1ltl

fI.eal ng declining customer growth compounded timates for this year and next by a
Ends Jan.31 Apr.3ll JDUI O~131 Year by lis/ng conservation practices at ex/sUng nickel, The main culprit for the dis-
21m5 921.4 4832 Z37.9 21l2.2 1OOk1 accounts. Nonetheless, margins have been SapOintlD~2009 revenues can be atbib-
2007 m.l 531.5 214.4 m.t 1711.3 widening, thanks largely to lower natural uted to t e slumping commodity prices.
20US 7Bll.5 6341 354.7 311.7 7.069.1 gas costs, which have more than offset the This trend mask$, Piedmont's continued
20GS 719$ 455.4 37Z 338 1945 rise In operating expenses. These trends customer growth. a fi~re that should reg-2010 79ll 410 J911 355 lO1l5

~
EARIlINGS PER SllARE AP FUll

resulted .IrJ a 10.6% hike in th& April- lster at about 1 -1.5% thIs year.

••• JaIL31 Apr.30 Jul.31 Ott31 Flt",,1 L-eriOd bottom line. Meantime, lower gas costs Should continue
Year eantime, slumping demand has put to offset the margin tightening assoclated

2008 .94 .~ d.16 d.DlI 1.21 the brakes on many of the company's with diminished Vtllumes. Consequently,
Z1lD7 .94 .59 d,12 d.ff lAO capital pJ:'ojects. Mtu'lagement has opted annual earnings gains should g:rSist.
2008 l.j2 .66 d.10 d.18 1.49 to defer its pipeline infrastructure en- These neub:a1ly J:'anked S ares have20aS tID .13 d.1U d.13 1.611 hancement plans that Were scheduled to some appeal as an income vehicle.2010 1.12 •76 d.D' dOS . 1.10
C.,· QUARlERLY!lMDENOS PIIIO C. Full

serve the new gas-fired power generation Recovery potential fur the pull to 2012-
markets of North Carolina. Moreover, can- 2014 is about average for a utility. But the

•ndar Mar.•1 Jun;3~ S"".30 Dec.31 YB3• structlOl1 Qf the liquJd natural ~as storage recent dividend hike, and relative stabUity
2005 .215 23 ,23 .23 .91 facUity in Robeson County, N has also prOVided by an ever-increasing customer
211DB .23 .24 ,24 .2~ .95 been put off. Current customer grnwth base, shJnes a posltlve light on this good-
21l~1 .24 .25 .25 .25 .99 projections in that region indicate this fa- ~Uallty stock.
i~~ .~~ ~ .~ .25 1.03 dUty may not be necessary for a few more ryan J. F(JrJg . September 11. 2009
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To!lIl Dohl$I22ll.ll mlll.Du.1n BYrs $566.1 mll1 35,5% 26.2% 34.5% 32.6% 30m. }4.8% 29.7% '5T.3% 36.5')\ 40.1% 38,0" 38.01\ tncolllllTu Role 3U%U DebU1222-9 miI1 lJ' lnlms!$6S.lI mlJ.
~1Ilal ~Ie$l CO'II!rago: 2.2x) 42% 3.1% 2.1'1\ 2.9tO 3.1% 4.0% 2.8% 4,a,1 a.s" 2.8% "'A~ 1.5" NetPtDID MMnm 4.4~

easo.. Unc.lplt.nudAnnulll renlals $6.0 miD. 60.3% 602% 56.2% 62.5% GO.D% '41% 63.8% 60.0% 58.1% 55.3% U.Ol' 5D.5l1 long·Tl!I1II Doht RaU. 49.0%
Pension Asse!5·1210B $342.9 rom. 35.5% 35,l1% milo 34.1% 34.0% ~5.B% 3ll,2% 39.4% 41.9% 44.7% 49.~l' 49.5% CoMmon EQuity R~Uo 51.ll"

Obffg. $558.9 mil. 1424.7 1469.9 1411.6 1148.3 1851.5 1968.6 2aT0JI ZZiT.5 mu 2323.3 2J50 2415 T<>bl C2p1lall$ml1l1 2lSIJPrdSt1lt1cNDIle 1581.1 1600.1 1825.6 1919.5 2115.7 1336.0 2489.1 2668.1 2845.3 2983.3 3050 3150 Net Pla~II$llIim 3&00
cOJ11lTlon Stock~4.Bi2A66 slls. 4.8% 4.6% 5.1% 4.3% 4.2% 5.0% 4,3% 5.5% 5.S% 4.5% 5.aK 5.5% Relumon TDlall:ap' 8.0%
ali 011130109 7,(J% 6.511 5m: 5.5': 6.1% 6.3% 8.4% 8.9'1' 8.511 5.9l1 lOU 1.5% Relllm DII Sh~ ElpJlly B.~

MARKET CAP: $1.1 blnlon [MId ClIp)
1,8% 1.2% fi.6% 5.5% s.UI B.3% &.4% 8,9% 8.S% m r.Oy. 7.", Retum on Cum Eou'iv 8.0%
2.8% 2.4% 1.9'" 1.8% 1.7% 4.3% 2.2% 5.2% 4.0% 2.l% 3.0% 3.5% Rotalned 10 Com Eq 4,0%

CURRetT POsmOll 21107 20l1S il3alll9 64% m 71% 1171: 12lI 4i% 65% 42% 44% 63" 511' 52% AU Dl¥'d~ 10 NalPrn/ ' SD".r;1.L1C Assols 32.0 26.4
~~j

BUSINESS: ~5t GIl. Corporation I. a legUlated g.. d1:I. !hems. Sold Pi\MerIl BanI<, 1195. Has 4,732 emplo)'aB$, Off. I, Oir.
Diller 4711.5 411.7 lllbuIur solVIng BflllIOlIlmalely 1.6 mllIon CU5lDrners III $IIclIllIl$ 01 own 2.0% 01 <OI1lll'lJll stock; T. Rawe Prlc1l J\ssoch.les, """, 7.0%;
C1Jrrenl Assals 6DZ:5 trnBJ 2m AmDlle, Nevada, and cailornla. comprised IIllwo buslnl!Ss '"ll- !leltlays Global InYesr1l1S, B.8%; GMlCO Investors, JIIc., 6.4%
AccI.s payable 220.7 191.4 68.0 mellls: natural gas operaOon. end conslIuclIon seJVlte.. 20Dll hl:lr- (3Ill9 PlDX}'). Cltalrman: James J. K/DJ:id. CEO: Je1fR!)' W. Shaw.DebtO.e 41.1 1l2.8 6.1 gln nUx: ",slden1ial and small _retel, 66%; 1"'lI' "",nrn"retal rn.~ ell. Address: 5241 Spllng Mou~ Road. ~s Vegas, tole-Olher 250.1 255.7 303.0

Cu~~Uab. 5Zr.9 509:9 376.1 aruI~ 5%; lrilITsparfailoll, 9%. TIIlalIhmughpu/: 2..4 !>WJoI> yada B914li. rmp/lone: 711HI]6.7237.lnltme\: YfflW.swpas.<:om.
FIx. •COY. 229% 224% 233% Southwest·Gas reported unfavorable seeking an iwrovement in rate design.
ANNUAL RATES Pasl Pa.l Est'd '0&.'08 top-line ~erfonnance for the second Specifically, S X wants to implement a
oIcI1all9O(potoij .IDY,., 5Yn:. '0'12-'14 quartel". The recent recessIon stymied decoupled rate structure that would allowReYenues 0.0% 4.5% l.O~ customer growth and re:sulted in lower It more freedom In pursuing customer con-"Ca>ll FktoY" 4.5% 3.S% 3.5%a= 7.0% 9.0% 4.5% usage. On the bright side, rate rellef In servation opportunities. This follows

a.5% 1.0'1\ 5.lI% Arizona and California (disr:ussed below) recent prior rate case settlements 1n Cal1-B01lkValUe 4.5% 5.0% 3.5" supported results. Consequently, the com- fomia and Arizona.
Cal- QUARTERlYREVEHUES [$lIllILI Full pany's share loss of $0.01 compared favot'- Investors should.be ntindful of several

endar Mar.H Jun.30 Se.JO D~••31 Year ably With the prior-year tally. Lasses are caveats. Warmer-than-normal tempera-
Z006 616.9 43D.9 351.6 565.1 2024.7 common during the second and third tores during the Winter months caJ1 hurt
2097 793.7 426.6 311.5 5BO.3 2152.1 quarters, IJW!nloJ,0 the seasonal nature of performance at Southwest Gas. In addi-
2008 813.11 447.3 374.4 !iIl9.4 2144.7 the business. ldng fDrward, we expect tion. the company will probably incur
2009 1ill9.9 381.6 m 447.5 lHOO lower revenue and a nonnal-sized share gl'aater operating costs as it continues to2010 730 410 31D 500 lP50 loss for the thlrd quarter. Earnings com- expand, and profitability may sUffer If rate
car· EARImIGS PER SIIAIlC A Full parlSOrlS ought to JmprQVe in the fourth relief cannot keep up with rising expenses.

eml., Mar.31 Jun.30 Sop.3D De•.31 Vear quarter, BsslUlllng a better operating envi- The pace of customer. Jgowth should
2006 1.11 .02 d.26 1.11 1.90 rOmnent and greater cost control. Overall, pick up in the future. hat's assuming
2007 1.17 liM d.22 1.1)1 1.95 we anticipate lower revenue and hJgher economic conditions in Southwest's service
2008 1.14 d.OS d.38 .71 1.39 share earnings for Southwest in full-year areas Improve in the coming years. As a
2009 1.12 d.OI d.35 .99 1.15 2009. Bottom-line growth may well cantin- result, we anticipate higher .evenues and2010 1.15 NIl d.ao 1,115 1.90

llllARlElUY DlVlllEHOS PAID e.
ue next year. share earnings at the company by 2012·

Cal- Fun The company is awaiting a rate case 2014. Moreover, income-ortented investors
endaT Mar.31 Jun.30 SeB.30 Do<:.31 V.", decision from the state of Nevada. may find the stock's prospects for dividend
2005 .2D5 .205 ·.2DS ..205 ,B2 SouthWest Is seeking a $30.5 milliDn tate growth attractive. But from the p,esent
Z005 .205 .205 .205 .205 .82 Increasll to compensate it for higher opera- ~uotation. this neutrally ranked equity
2007 .205 .215 .215 .215 .85 ting costs In that state. The request asks eatures about-average total return poten-
200B .215 .225 .225 .225 .&9 that the new rates take effect at the be~n- tial for a utility. ,
2009 .225 .238 138 ning of November. The company Is so Michael Napoli. CPA September 11, 2009

(AI Ba$ed on~. stun. DtJIsland.lhru. '96. : tops.: ·9S. 75~. Tolals may IJOIsum ~"" t1l ,_I .e.lmen! and stool< pwdrase plin a.al1. com~.nt.. flnenolal st1onOlh !l
then diIlIieJl. JIllII/BC. psfc!vmlsl: '93, roundll)ll. N.xt egs. repDrt due nrly NOlIe... (elle nUmon.. Sloe's rlce Sl.blnly 100
6~ '97,1~ ~¢~'D5, (Il¢ 'OS.1¢.lnd ber.ISJ DiYldendsblstOJicallypBTdoarlyMaICll, ~
assel 'Iirlle : , ¢. ~c1. un from disc. June, eplember. Oecembei'. ot 0lv'C1 rein- . Ea 70
o iDIl!I, \IIilIOau.~ ll~ NI ~~"'omd. F.<M! ...1Vbl ~ Dbtmlll JfDIII m1ItI!. bobmllolle _ mil h ...oldod _~ ",...r.e..r "'d lind.
me PIml.JSHlR I$/IOT ONS!BtE An'fEllllOllS OR QIlIISSlD.//S llER.ElJt-:.r;:-'"h su'<1IJ lor_~ ................_,. rnt"",l.m. =- '
al'lI'Of"'JcPIOI!,...",...r~=t>od"_~Il",pdltod,_",.r_.. f"~"~~I"rio~",d!lI1lrit~...w:e ...
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WGL HOLDINGS NYSE·V\G. I~ 33.30 ]f&JO 13.2(~~;1U) RELATIV~ 0821DIV'D 4.4% .
PIE RAllO, YlD

11MEUIlESS 3 1.mMd~ HII/h: 30.8 29.4 31.5 30.5 29.5 2!.8 3M 34.S 33.6 35.9 37.1 35.S Targsl Pries Range
l.tNr. 23.1 210 21.8 25.3 19.3 23.2 2&.7 28.8 27.0 29.8 22A 28.6 :1.01:1. 2013 2014

SAFm 1 Ra'$!llW9l LEGENtls
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An~'IT.lol I---" ,lh 1·11~11I1l J "IIUI' II". ,. .-- .... ..... -- ...

30Prt" 60111 ReWrn ,til 11··,1' " 25rat U t~~t~l 1~§15 "1 • 'H' r"" ZO
Insider DecIsions

~... -....... ~.. . 15
ONOJfli1AMJ .... . ....: .
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.on. ........... ...... - 10

0f1I... 040010000 .....- . ....... - .-' 15[,Ita 0 4 0 0 4 1 0 2 0

,~.
%TOT. REtURN 1lI09

Ilnslllllllonal DecIsions ntIS ,...,,11II.
lalGll 102101 lQlOIl Plll1:iln, 18

srCQ lrmfX

,.~ 94 91 8S
_.

12 I
1\1<. M -'1.4

:;;;~ 95 96 98 lrodod 8 3)oT, 21.1 CIA
315811 30919 31333 5yr. 43.4 32.3

1993 1994 1995 1996 1997 199B 1999 2000 2002 2003 21104 2010 C1VALllElJIIEPlJIl. me H·14
21.55 Z1.69 19.30 22.19 24.18 23.74 20.92 22.19 29.80 32.Ii.! 42.45 42.93 44.94 5:l.ll8 ~.51 52.65 53.20 SUS Rll'IeTlUes pu sh A 57.60
2.25 2.43 2.51 2.!l3 3.02 VB 2.74 310 324 2.63 4.00 3.87 3.91 3.89 3.B9 U4 4.40 . 4.45 "ClIth Flow' pilI ~h 4.70
1.31 1.42 1.45 1.85 1.115 1.54 1.47 1.79 1.88 1.14 2.3lI 1.9B 2.13 lJl4 2.10 2,44 UO us earnTnllS porsh S 1m
1.09 1.11 1.12 1.14 1.17 1.20 1.22 114 1.26 1.27 llB 1.M 1.32 1.35 1.37 1.41 1.41 1.61 Olv'dsOocl'dpllm c• 1.63
2.43 2.114 2.63 2.85 3.2Il 152 3.42 2.61 2.6B 3.34 2.65 2.J3 2.32 121 3.33 2.10 :tOB J.l1f1 Cop'l Spending PII sh 2.50

110M 11.51 11.95 12.79 13AB 13,86 14.72 15.31 16.24 15.78 16.25 16.95 11.80 IUS 19.83 ~.99 22.00 n.os BaD~V.1U!~Dreh D 26,20
41.5ll 42.19 42.93 43.7D 43.10 43.84 46.4 46.47 4u.54 48,56 48.63 48,61 4B.65 ·48.89 49.45 49.92 BMP 5O.DO Cornm.nST1!l OUlsl'g E 5UO
15.6 14.0 lz.1 11.5 12.1 112 17.3 14,6 14.7 23.1 11.1 142 14.1 15.5 l5.S l<l.7 &I<!~ r<> .... Avg AA1\'1 rJI: Rauo n,D
.92 !12. .as .n .13 .09 .99 .95 .75 1.26 .63 .75 .78 .84 .A2 .BS v.r~1! UtI. RelaUYl! PIE RoUD 1.00

5.3% 5.6'So 8,1% 5.4% 5.01 4.5% 4.8% 4.8% 4.6% 4.8% 5.0% (,8% 42% 4.5% 4,2'10 42% ..rk f.I~ AvO Ann'! Dlv'd Yield 4.0"
CAPITAL STRUCTURE as .f 6130m9 912.1 1031.1 1446.5 15l4.8 2064.2 2009.8 2196.3 2lI37.9 ~6.0 21\28.2 2m mE ReI'enUIS (fmflTlll Z66U
ToIo' Debt $720.7 m1lL Due In 5y", $2645 mill BB.B 84.6 89.9 55.1 112.3 98.0 104.8 86.0 102.9 122.9 125 '130 N.IProm (Smmi IJ5
LT Dob' $624.1 mHl. LT1nl.liIsl $37.4 mol.

36.0" 36.1% 39.6~ 34.0'.4 ~ 3a2% 37.4% 3la% 39.1'; 31.1% 31.0% 31.0% Intam. Tax Rale JII.O"(LTlnlolllsioorned: 5.9x; I.lal ioIllnlsl COYWlIg.:
7.1% 82% 0.2% m 5.4% 4.7% 4.81lo 3.6% 3.9% 4.7% 4.7l~ 4.6" Net PrafltlAalllln 4.1%S,2x)

Pension Asotbl-ltIilB 5S88.2 mil. 41.5'/0 4J.1% 41.7% 45.1% 43.6% ~0.9% 39.5% 37.8% 37.!lTa 35,9% 16.5% 35.5% Long-Tenn Dabl RaUa 34.'%
Qbno. $590.5 1II1li. 56.1% 5ol.B1I 56.3% 52.4% 501.3" 572% 58.~ liJJA% 50.~ 62.4S S1'o1l 61D" CDmllllln ElI"Uv RaUB 64.6%

PlIllerred Slod! S282 tnlR. PCd. lIIv'd $1.3 mIlL 12185 1299,2 l40D.8 1462.5 14~.9 1443,6 14TM 1525.1 1625.4 1Ii19.S 1780 IB30 Talal capltll($mnq 2D4D
1402.7 1400.3 1519.7 16ll5.8 1674.9 1915.8 1959.7 2061.9 215D.4 22011.3 2325 2m Ne1 Pl1n1l$ln'0Il '02D

ClllllmDn Slo~~ 50.141,229 shs. 7.1% 7.9% 1.9% 5.3% 9.1% 6.~ 6.5% 7.6% 1.6%
1~

8.0% 8.11% lielom Q/l TI1IaJ Cap's B.D%
lIS 017131109 9.111 l1A% 11.0% 1,l1"/o 13.7% 11.~ 11.7% 10.1% 10.2% 11.5% 11.0" Return on Shr. EqullY 1D.5%

MARKET CAP: $1.7 billion [Mid c..p)
9.!1% 11.7% 11.2% 72!1o 14.0% 11.7% 12.0% 10.3% 10.4% 11.6% 12,0% 11.5r. Return on Colll E;"'liv lUll
1.9% 3.7% 3.8% NMF 81% 4.1" 4.6% 3.2% 3.5% S.lI% 4.5% 4.6% Ralafnld to Com Eq 4.0%

CURRENT POSlTIOt! 2007 IUDS 6130ms 82% 09% 61% 112'ro 58% 85'l\ 62% 69% 06% 51% 59% 59% An Dlv'd$la Nel Prol 6~"
casr~ 4.9 6.7 4f.6 BUSINESS: WGI. Ho1d1rrgs, Inc:. Is l/rB J1iltent or W",,/llngIDll Gz >!des eIIBrfIY IsJaJtd pl"dutls In lIIe D.C. rna~o .rea; W••h. Gas
01her 566.8 736.1 5532 ug,l, B IlIlum! IllS d1strlbvlor In Woshlnglon, D.C, ilIld Bdjacent Energy Sys. deslgnslinslalls comm'1 healing, venOI.1lJ19, end air
CIJ,",nl Assets '"?f3J 74Z.3 -m:B ....s of VA 8l1d MO \g ..sldonn and CDIIlrn~ ~ {1,Q53,D3Z tood. syslems. Amelbn CB~lu1y Inv. own 7.1% of common slo~k;
Aa;ts Paya/tIa 218.9 243.1 2D2-8 meta",~ Hatrtpm/tv Ga, a fodor.llly lfIgIIlBled sub..~•• SIl DlfJlllr. J.ss llmn 1% {1AJ9 PJf'X'I). Chnnn. 8. CEO: J.H. DeGmflen-DeblDu. 205.4 347.0 104.6
Ok 134.8 158.4 202.1 ~nde"",und QBWI.lOgo rocli1y In VIV. Non-r.g~l.led subs~ hlldl. Inc.: D.C. and VA, Mdr.: 1100 H5'" N.W.. Woshlngt.n, D.C.
Curranl Ueb. 657.1 746.5 509.5 Wash. Gas Energy Svcs. sells and del1.~ Mlural gas .nd pro- 20080. Tel.: 2OZ·624-641D. Inlemet W\m'.wy1h.ldIl1lls.Cllm.
FIX. Cho. ColI. 432% 490% 500% WGL Holdings posted a mixed bjlf of torfca11y and seasonally slow for WGL.
ANNUAl RATEs Pasl Pul Esl'd '06~D8 financial results for the off-fleak une Nonetheless, considering all that hap-
d~lp'lIh) 10~,," HIS. ""11'11 period. Thp-Une volumes fe apprQJd.- pened in the past year, the company "P-Revenua!! 6.5% 9.0% 1.5" mate1y 8% over that time frame. This pea,s to be in solid shape.''Casfl FloW" 3.5% 4.0% 2-5%

5f~ 2.0% 4.0% 4.0% stemmed from weakness at the regulated The LNG peaking facility is ;:ng to
1.5% 1.5% 3.()," utili!;)' segment, whlch has been dealin~ take longer than expected to com-BDIlk Value 4.0% 4.5% 4.5% with lowe, natural gas consumption an pleted and put into service. That

Ff~~;l QUARTERlY RE\'EN1lE~ ~$ mra~ ~ F~n some eq\l1pment cost issues. On a brighter project will be used to support customerFlseol
Endg Del:.Jl Mar.31 Jun.3 S.p.30 Y.at note, the retail energy marketi1 division growth and maintain the pressure require-
20~6 902.9 lD6'l.5 346.9 323.6 2637.9 got a boost to Its revenues an earnings meots of the distribution system In eM-
20D7 732.9 1119.9 467.5 325.7 2646.0 contributions from higher natural gas and lum, MD. It was planned tel be In service
2D~8 751.8 102M 464.7 391.9 2628.2 eleetndty margins. On the effidency f,ont.. by the 2012-2013 winter heating season.
2009 821.5 1040.9 427.0 37D.6 2660 management has been performing well. but due to regulatory" and legal Issues, theZlllo B3D 10511 44S 390 1115 Operating expenses declined 9D basis followIng yea, is more likely.
FJ&"car EAlIIIlIIGS I'l3I SHAll<: A a

J~~ paints versus the year-aga lenod This These tl>p-quality shares may appealV..r
De~.31 Mar.31 Jon,30 Sep.30Ends Yo. stemmed from lower labor an benefits ex- to incollle-orlented accounts, as they

2006 .93 1.17 d.Dl d15 1.94 Pl!I1ses. AIl told, the bottom line advanced offer an attractive dividend yield. Typlcal-
2007 .92 127 22 d31 2.111 nicely. ~ too. th~ proved much less volatfla than
200a .96 1.66 .DB d.24 2.44 We look for the cl>mpany to register a e broa er market during the ,ecent
2009 t03 1.65 ,11 d.29 2.50 mid-single-digit earniIlgs hil~e this turmoiL This partly stems from WGL's
2IJ1P I.M f.66 .12 d,2l 2.$5 year. The decent gains experienced earlIe, large guvernment business in the DC
Col- QUARTERlY olVlDE!ltIS PAlO c. Full in 2009 will probably be offset by a larger metro area, which has been less affected
o~d... Mar.31 Jon.30 SenJO noe.31 Ye~r share deficit in the fiscal fourth quarte,. by the economic downturn. These benefits
2005 .325 ,333 .333 .333 1.32 Despita the wIdening margins and soUd are evJdent in che equltys top-notch
Z006 .333 .335 .338 .336 1.34 performance !'rom the ,emil ene,gy and Safety rank. and high mark for Price
20V1 .34 .34 .3ol .34 1.38 design buUd sagmants. demand at the Stability. But afiP,edation potential is
2DoB .34 .36 .36 .35 1.47 mainstay regulated utility business may subpar for the pu to 2012-0014 .
ZOU9 •:16 .37 .'!1 be 50ft. Also, the Septemlier period Is his- Bcyan J. Fang September 11, 2009

I:l ...,r,ft"'..,... i!..,'"-·""..··:'!:·...W-::'- l~B Bas 011 diulod ,hllo,. Exc:lud.. mm· oulslan;llng. Nexloern!ng...port DB Iale Ott. D Ird deferred U1ar es and InIBng!blu. St. 's Price SlBbIOiy 1Dll
~ lQ$5l!S: '01. (13¢~ 'O~ &4¢); '07, (4¢) ~ llMdend. hlslDrl~ald BOlly FolmJalY, 1m: $2!I1.3 rnllllon. $5.011~. Prle. GrowIh P.eslstilneB 50
cis IMld openlfoils: 09, 1 ¢). QlIy .9S. y, A!JlIust, .nd N... er•• ONldend rein· (E) In IT1iTlI1lns, .<lju51.d for s,.elI spm. Earnln ProdTcloblU 80
• l~ U10=. In<. All tfclS"'- FawoJ ...",101 ~ _ ..~ ~.m...-beIImd 10 be ,ebbla .hII" pmldcd _ ......... rl"~ IW. • •
1IlE ER IS NOT PONSIllI.f OR ANY ElUtDRS OR OOISSIllIlS IlERElN.~iJoIl1s 11rit1J;Y 101 .....,oIII<Is _ .............,d... I."m>l.... • ~0I1 ' I I, I I ••
al"l lI!~l1!$Ill4.- .. ~!II...,~_orll!llr!<slll.... llr!Jl'1l'01il1!lor~1I\1 1llf,.._,p-.dorl,"""tlorpodt<1.
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Missouri-American Water Company
Indicated Common Equity Cost Rate

Through Use of a Risk Premium Madel
Using an Adjusted Total Market Approach

Proxy Group of
Eight AUS Utility

Proxy Group of Six Reports Gas
AUS Utility Reports Distribution

line No. Water Companies Companies

1. Prospective Yield on Aaa Rated
Corporate Bonds (1) 5.53 % 5.53 %

2. Adjustment to Reflect Yield Spread
Between Aaa Rated Corporate
Bonds and A Rated Public

Utility Bonds 0.53 (2) 0.53 (2)

3. Adjusted Prospective Yield on A Rated
Public Utility Bonds 6.06 0/0 6.06 %

• 4. Adjustment to Reflect Bond
Rating Difference of Proxy Group 0.00 (3) 0.29 (4)

5. . Adjusted Prospective Bond Yield 6.06 6.35

's. Equity Risk Premium (5) 5.06 4.50

7. Risk Premium Derived Common
Equity Cost Rate 11.12 % 10.85 %

Notes: (1) Derived in Note (3) on page 6 of this Schedule.
(2) The average yield spread of A rated public utility bonds over Aaa rated corporate bonds

of 0.53% from page 4 of this Schedule.

(3) No adjustment necessary as the average Moody's bond rating ot"the proxy group of six
AUS Utility Reports water companies is A2 as shown on page 2 of this Schedule,

•

(4) Adjustment to reflect the A3 Moodys-Bond Rating of the proxy group of eight AUS
Utility Reports natural gas distribution companies as shown on page 2 of this Schedule.

. The 29 basis point adjustment is derived by taking 1/3 of the spread between Baa and
A Public Utility Bonds (1/3 * 0.88% = 0.29%)

(5) From page 5 of this Schedule.
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MlsaOll!1=Amelic;an Water company
Comparison of Bond Ratings, BUsiness Risk and Flnanc1at Risk Profiles fQr
thll Proxy Group of Six AUS lJtIlity Reports Watllr Companls$

ana ltle ProxyGrow of EIght AUS UWlly Reports Nalrual Gas DIstribution Companies

Moodys Standard & T>oors
Bond Rating Bond Rating

September 2009 Septerneer :woo

Bond Numerical Bond Numerical Credit Numerical Business RIsk Numerical FinancIal Risk Numerical

~ Weighting (1) Rating WeigWng (1l .&!!k!a W...!l11lI:!l/mu1) Profile (2) 1/'(el!lll!1!!!Il1l Profile (2) Wel!llltmffi

Proxy Group of Six AUS Utility Reports Water
Companies
American States Water company (3) A2 6.0 A 6.0 A 6.0 Excellent 1.0 Intermediate 3.0
Aqua America, Inc. (4) NR -- AA- 4.0 A+- 5.0 Excellent 1.0 intermediate 3.0
Californfa Water S6/VjCE!s Group (5) NR

_.
AA- 4.0 A+ 5.0 Excellent 1.0 Intermediate 3.0

Middlesex Watllr Co NR -- A 6.0 A- 7.0 Excellent 1.0 Intermediate 3.0
SJW Corporation (6) NR -- NR .. NR .- NR .. NR
YOI'1l Water Company (The) NR -- ~ 7.0 A- 7.0 Excellent 1.0 Intermediate 3.0

Average A2 6.0 ~ 5.4 A 6.0 Excellent 1.0 Intermediate ~

Proxy Group of Eight AUS Utility
Reports Gas Distribution
Companies
AGL Resources Inc (7) A3 7.0 A- 7.0 A- 7.0 Excellent 1.0 Srgnlfic,mt 4.0
AtnlOs Energy Carporatl<m 8aa2 9.0 BB8+ 6.0 BeB+ 8.0 Excellent 1.0 Significant 4.0
Della Natural Gas Company, rnc. NR .. NR .. NR . - NR -- NR -.
LacledE! Group, Ine, ("The) (8) A2 6.0 A 6.0 A 6.0 Excellent 1.0 Intermediate 3.0
Northwest NalfJral Gas Company Ai 5.0 AA· 4.0 AA- 4.0 Excellent 1.0 Intermediate 3.0
Pledmont NatUTllI Gas Company A3 7.0 A 6.0 A 6.0 Excellent 1.0 Intermediate 3.0
Soultlwesl Gas Carp Baa3 10.0 BBB 9.0 BBB 9.0 Excellent 1.0 Aggressive 5.0
WGL Holdings, Inc. (9) A2. 6.0 &.- 4.0 AA- 4.0 Excellent 1.0 Intermediate ----!Q.

Average. A3 7.1 L-, 6.3 A _~O__ _ _Exc:g!len~ 1,0__ _Significant 4.0

Noles: (1)
(21

(3)
(41
(5)
(6)
(7)
(8)
(g)

From page 3 of this Schedule.
From Standard & Poor's Issuer Ranking: U.S. lnveslor-Owned Water UUlitles, Strongest to Weakest, September 2, 2009 aM U.S.
Natural Gas Distribution and Int"9rated Gas Companies, Strongest to Weakest September 2, 2009.
Ratings, business risk and financlar risk promes are llloss of Golden State Water Company
RaUngs, business risk and financial risk profUes are those of Aqua Pennsylvania, Inc.
Ratings, business risk and financial risk. profiles are those of Calffomra Water SeNice Company.
Ratings, business risk and financial risk prof1les are !hose of san Jose Water'Company.
Rallflgs, business risk and llnancial risk prOfiles are lhose of Atlanta Gas Ught Company.
Rallngs, business risk and financial risk. are those of LaClede Gas Company.
Ratlngs, business risk and financial risk profiles are fhose of Washingfon Gas Ught Company.

Source informatIon: MQody's Investors SllNlce
Standard & Poor's Global UllIlIies RaUng Service



• Missouri-American Water Compan~
Numerical Assignment for

Moody's and Standard & Poor's Bond Ratings,
Standard & Poor's Credit Ratings, and

Standard & Poor's Business and Financial Risk Profiles

Schedule PMA-11
Page 3 of9

Moody's Numerical Standard & Poor's
Bond Rating Bond Weighting Bond I Credit Rating

Aaa 1 MA

Aa1 2· AA+
Aa2 3 AA
Aa3 4 AA~

A1 5 A+
A2 6 A
A3 7 A-

Baa1 8 BBB+
Baa2 9 BBB• Baa3 10 BBB-

Ba1 11 BB+
Ba2 12 BB
Ba3 13 BB-

Standard & Poor's

•

Business
Risk Profile

Excellent
Strong
Satisfactory
Fair
Weak
VUlnerable

Numerical
Weighting

1
2
3
4
5
6

Financial
Risk Profile

Minimal
Modest
Intermediate
Significant
Aggressive
Highly Leveraged

Numerical
WeightIng

1
2
3
4
5
6



• •
~

Comparison ollntete",t Rate Trends
for the Three Months Ending August 2009 (1)

Sprea<:l - COrporate v. Publio Utility BQnds

•

Spread_- Pubtlc UtJij~ Bonds
Aa (Pub. urn.) A (Pub. UtlJ.) Baa (Pub.

over ABa over Aaa Util.) over Aaa
(Corp.) (Corp.) (Corp.)

Corporale
Bonds Publ1e Utility Bonds

Mon.!!!.!.- ABa Rated As Rated' A Rated Baa Rated

June-09 5.61 6.13 6.20 7.30 %
July.(J9 5.41 5.63 5.97 6.87

August.(J9 5.26 5.33 5.71 6.36

Average of Last
3 Months ~% ~% ~% ....,.Mi%

Notes: {1} All yields are dis1rtbuted yields.

Source of Inloonation: Mergent Bond Record. September 2009. Vol. 76, No.6.

~% ~% ~%

~

~%

Baa Oller A

.....,2;!L%

W
::T

~;ge.
«:IQ)
(\)'1J

6~- ....
CO ....
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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

No.

1.

2.

3.

calculated equity risk
premium based on the
total market using

. the beta approach (1)

Mean equity risk premium
based on a study
using the holding period
returns of public utilities
with A rated bonds (2)

Average equity risk premium

Proxy Group of Six
AUS Utility Reports
Water Companies

5.96 %

4.15

5.06 %

Proxy Group of Eight
AUS Utility Reports

Gas Distribution
Companies

4.85 %

4.15

4.50 %

•

•

Notes: (1) From page 6 of this Schedule.
(2) From page 8 of this Schedule.



• Schedule PMA-11
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Missol.ltl-Amerlcan Water Cbmpany
Derlvallon of Equity Risk Premium Based on lhe Total Market Approach

Using the Beta for
the Proxy Group of Six AUS Utility Reports Water Companies

and the Proxy Group of Eight AUS UtlUty ReP9£!s Nalrual Gas Dlstdbution Compantes

From Ibbotson S88/· 2009 Valuation YearbCOk • Markel Results for SIOCks Bonds 8ms and Inflation for 1926-2008,
Momlngstar, Inc., 2009 Chicago, lL

From Moody's Industrial Manual and Mergent Bond Record Monthly Update.

From page 3 of Schedule PMA-12.

Average forecast based upon six quarterly estimates of Aaa rated colporate bonds per the consensus of nearly 50
economists reported in Blue Chip Financial Forecasts dated October 1, 2009 (see page 7 of thIs Schedule). The
esflmat8S are detailed beloW.

Une

tm.
1.

2.

3.

4.

5.

6.

• 7.

B.

9.

Notes: (1)

(2)

(3)

(4)

Arlthmetic mean total retum rate On
the Standard & Poor's 500 Composite
Index - 1926-2008 (1)

Arlthmetlc mean yield on
Aaa and Aa Corporale Bonds

1926·2006 (2)

Historical Equlty Risk Premium

Forecasted 3-5 year Total Annual
Market Return (3)

Prospective Yield an Aaa Rated
Corporate Bonds (4)

Forecasted Equity Risk Premium

Conclusion of Equity Risk Premium (5)

Adjusled Value line Bela (6)

Beta Adjusted Equity Risk Premium

Proxy Group of Six AUS Utility
Reports Waler Companies

11.70 %

(B. 10l

5.60 %

14.64 %

(5.531

9.31 %

7.46 %

0.80

5.96 %

Proxy Group of Eight AUS
Utility Reports Gas

Distribution Companies

11.70 %

(6.10)

5.60 %

14.84 %

L5.53)

9.31 %

7.46 %

0.65

4.85 %

Fourth Quarter 2009
First Quarter 2010
Second Quarter 2010
Third Quarter 2010
Fourth Quarter 2010
First Quarter 2011

Average

5.30 %
5.40
5.40
5.60
5.70

~

~%

•

(5) Average of the Historical EquIty Risk PremIum of 5.60% from Line No.3 and the Forecasted EqUity Rlsk Premium of
9.31% from Une No.6 ((5.60% + 9.31%) /2" 7.46%}.

(6) From page 9 or thls SChedUle.
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12. BLUE CHIP FINANCIAL FORECASTS • OCTOBER 1,2009

Consensus Forecasts Of U.S. Interest Rates And Key Assumptions1

U.S. 3-Mo. T-Bills & 10-Yr. T-Note Yield
lQuarlerly Averegel HI.lory FOflloest

6.00 -r------'---"---.;;..,.;.-......;.-----.....;,......;....,. 6.00

5.50 Consenoua 5.50
6.00 0 5.00

~. \ ~4,00 4.00
3.50 3.50
;~ ~
~ 2.50 2.50

2.00 2.00

1.60 '\ 1.50
ConsenaUi!I ..

1.00 I 1.00

0.50 ~-MonthT-BIII YIeld \ ,.-!/~/ 0,50
0,00 ----~ -- 0.00

1Q 1Q 1Q 10 10 10 10 1Q 10 10 10
2001 2002 2003 2004 2005 2001\ 2007 2008 2009 2010 2011

5.00 -r--_-";:':::y-.-.-,A~9-"-----------~...,. 5.00
4.50 -X-Week ended 9125 4.50
4.00 _Consensus 10 2011 4.00
3.50 ~Conlensus4Q2009 3.50

3.00 3.00j 2.50 2.50
_ 2.00 2.00

1.50 1.50

1.00 1.00
0.50 0.50

0.00 0.00
3mo 6ma 1yr 2yr 5yr 1Oyr 30yr

MaturiUes

U.S. Treasury Yield Curve
Week ended September 25. 2009 snd Yesr Ago vs.

4Q 2009 and 1Q 2011 consensus Forecasts

____• __v • __• v __•• • __History-----···--------"-------·_----------- J::oiisllnsll~11'9reC..sts-,Quaderly. Avg.
-.-----Average For Week End---- -··Average For Month·-- Latest Q" :·4q<::~Q"<~Q,~·:--:.jQ·;'Q lQ
Sep. 25 Sep. 18 ~ Sep.4 Aug, MY June 3Q 2P09:2009; ,2010:'2{110'~ 2010 2011

0.15 0.16 0.15 0.15 0.16 0.16 0.21 0.16·0.2,·:'AJ.2·"'O.3 '0.6' 1.0 1.5
3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.25 ,.3d ...3.2. 3.3 . 3.6 4.1 4.5
0.29 0.30 0.31 0,34 0.42 0.52 0.62 O.4I"O~5.·:.O.5 . 0.71,0' 1:4 ·1.8
0.13 0.14 0.13 0.15 0.17 0.18 0.18 0./6.0;2 .. 0.3: .0.4:0.7 1.2. 1.6
0.10 0.11 0.14 0.14 0.17 0.18 0.18 0.16 ,6.2 o;3."oA:.O.71.1 . 1.5
0.20 0.20 0.22 0.23 0.27 0.28 0.31 O.250~~, ...:O.4. ,0.6./.0:9 1.3. 1.7
0.41 0.40 0.40 0,42 0.46 0.48 0.51 0.45:05;/'0.7 . 0.8': ..:L2 1.6· 1.9

ig l~l mHl !'1~ ;:; H~ g! i't1i:;,i~~/i·i;g·J:!i~E
5.16 5.15 5.18 5.12 5.26 5,41 5.61 5.285.3'·. :'5;4:; :5.4 ':$.6 . 5.7 5.8
6.31 6.36 6.39 6.37 6.58 7.09 7.50 6.67~;6. :>6.7.:·'6~7 .6.8.' ~.9 7.0
4.04 4.20 4.33 4.37 4.60 4.72 4.81 4.50 ·4S'.A.6 ··· .. 4.7 '4.8 4.9 5.0
5.04 5.04 5.07 5.08 5.19 5.22 5.42 5./55.2>, 5~~' 5A5.6 5.8 5.9

----------------------·.History------.-----------_.----------- ':ConsensusForecast8"Quarterly
4Q IQ 2Q 3Q 4Q lQ 2Q 3Q*,4Q/iQ 2Q3Q: '4Q lQ

Key Assumptions W1. 2QM ~ 2008 2008 2009 +009 2009 -2009·.. 20102010:iOio ·2010 2011
Major Currency Index' 73.3 72.0 70.9 73.5 81.3 82.7 79.4 75.4 '?5~~75:1: c:74.~.74.674.9 75.2
Real GDP 2.1 -0.7 1.5 -2.7 -5.4 -6.4 -1.0 3.2 . 2:5 '. 2;5.'., 2.7' 2.8 .2.8 2.9
GDPPricelndex 2.3 1.9 1.8 4.0 0.1 1.9 0.0 1.4.·1:2: .. t:S:':-L6....1;7· 1.7 2.0
Consumer Price Index 5.8 4.5 4.5 6.2 -8.3 -2.4 1.3 2.7 ;i.ir: '1.7.' :':1'.6: .. 2.0 2.0: 2.1
Forecasts for interest rales and the Federal Reserve's Major Curreuq' Index represent averages for the quarter. Forecasts for Real GDP, GDP Price Index and Consumer Price
Index are seaSOnJllly-adjusted annual rates of change (saar). Individual panel members' forecasts are on pages" through 9. Historical data for inCereSI rates except tlBOR is from
Federal Reserve Release (FRSR) H.15. LIBOR quotes available from The Wall Slree/ Joumal. Interest rate definitions are the same as those in FRSR H.IS. Treasury yields are
l'C:ported (In a consfllIlt maturity lwis. Historical dllla for the Fed' Major Currency Index is from FRSR H.IO lltId 0.5. Historical data for Real GDP and GDP Chained Price Index
are from the Bureau afEconomic Analysis (BEA). Consumer Price Index (CP1) history is from the Department ofLabor's Bureau ofLabor Statistics (BLS).

InterestRates
Federal Funds Rate
Prime Rate
LffiOR, 3-mo.
Commercial Paper, t-mo.
Treasury bill, 3-mo.
Treasury bill, 6-mo.
Treasury bill, 1 yr.
Treasury note, 2 yr.
Treasury note, 5 yr.
Treasury note, 10 yr.
Treasury note, 30 yr.
Corporate Aaa bond
Corporate Baa bond
State & Local bonds
Home mortgage rate

•

Corporate Bond Spreads
As of week ended Seplember 25, 2009

U.S. Treasury Yield Curve
As of week ended September 25, 2009

700 700 400 40()
650 650 350 1D-Year T-Bond

,~~l'v/'\
350

600 600 minus 3-Month T-Blil
550 550 300 (Constant MalUrlly Yields) 300

500 500 250 250
450 450
400 400 ~

200

~NJ/
200

i 350 350 ~ 150 150
~

j 300 300 i ~00 100
250 250
200 200 50 SO

150 150 0 =~~r ~ 0
100 100

·50 -50
50 50

• 0 0 -100 ·100
20()6 2007 2006 2009 2006 2007 2008 2009
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Line
No.
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Missouri-American Water Company
Derivation of Mean Equity Risk Premium Based on a Study

Using HQlding Period Returns of Public Utilities

Over A Rated
Public Utility Bonds
AUS Consultants ­

Utility SelVices
Study (1)

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.

Time Period
1.

2.

3.

• Notes: (1)

(2)

•

Arithmetic Mean Holding Period
Returns (2):
Standard & Poor's Public

Utility Index

Arithmetic Mean Yield on:
Moody's A Rated Public Utility Bonds

Equity Risk Premium

1928-2008

10.74 %

(6.59)

4.15 %
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Mlssouri·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 Natrual Gas Distribution Companies

Value Line
Adjusted

Beta

•

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.
Almos 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:

0.80
0.65
0.80
0.80
1.00
0.65

0.78

0.80

0.75
0.65
0.65
0.60
0.60
0.65
0.75
0.65

0.66

0.65

Value Line Investment Survey, July 24, and September 11, 2009
Standard Edition and Small and Mid-Cap Edition
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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

Proxy Group of
Eight AUS Utility

Proxy Group of Six Reports Gas
AUS Utility Reports Distribution

Line No. Water Companies Companies

1. Traditional Capital Asset
Pricing Model (1) 11.37 % 10.12 %

2. Empirical Capital Asset
Pricing Model (1) 11.78 % 10.85 %

• 3. Conclusion 11.58 % 10.49 %

•

Notes: (1) From page 2 of this Schedule.
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MI$souri-American Water Company
Indicated Common Equity Cost Rate Through Use

or the capital Asset pricing Model

1 Z ~

Company-Specific CAPM Result
Value Line Risk Premium Including
Adjusted Based on Merket Risk-Free

Beta Premium of 8.31% (1) Rate of 4.72% (2)

Traditlonel Capital Asset Pricing Model (31

Proxy Group of Six AUS Utility Reports
Weter Companies
American Slates Water Co. 0.80 6.85 % 11.37 %
Aqua America, Inc. 0.85 5.40 10.12
California Water Service Group o.ao 6.65 11.37
Middlesex W~ter Company 0.80 6.85 11.37
SJW Corporation 1.00 8.31 13.03
York Water Company 0.65 5.40 10.12

Average 0.78 6.51 % 11.23 %

Median 0.80 6.65 % 11.37 %

Proxy Group of Eight AUS Utility
Reports Gas Distribution Companies
AGL Resources, Inc. 0.75 6.23 % 10.95 %
Almos Energy Corp. 0.65 5.40 10.12
Della Natural Gas Company 0.65 5.40 10.12

• Laclede Group, Inc. 0.60 4.99 9.71
Northwest Natural Gas Company 0.60 4.99 ' 9.71
Piedmont NalurnJ Gas Co., Inc. 0.65 5.40 10.12
Southwest Gas Corporation 0.75 6,23 10.95
WGL Holdings, Inc. 0.65 5.40 10.12

Average 0.66 5.51 % 10.23 %

Median 0.65 5.40 % 10.12 %

Empirical Capital Asset Pricing Model (4)

Proxy Group of Six AUS Utility Reports
Water Companies

American Stales Water Co. 0.80 7.06 % 11.78 %
Aqua America, Inc, 0.85 6.13 10.85
California Water Service Group 0.80 7.06 11.78
Middlesex Water Company 0.80 7.06 11.78
SJW Corporation 1.00 8,31 13.03
York Water Company 0.65 6.13 10.85

Average 0.78 6.96 % 11.68 %

Median 0.80 7.06 % 11.78 %

Proxy Group of EiGht AUS Utility
Reports Gas Distribution Companies
AGL Resources, Inc. 0.75 6.75 % 11.47 %
Almos Energy COrp. 0.65 6.13 10.85
Delta Natural Gas Company 0.65 6.13 10.85
Laclede Group, Inc. 0.80 5.82 10.54
Northwe~t Natural Gas Company 0.60 5.82 10.54
Piedmont Natural Gas Co., Inc. 0.65 6.13 10.85
Southwest Gas Corporation 0.75 6.75 11.47
WGL Holdlngs, lne. 0.65 6.13 10.85

Average 0.66 6.21 % 10.G3 %

Median 0.65 6.13 % 10.85 %• See page 3 for notes.
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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
the Proxy Group of Six AUS Utility Reports Water Comp'snies

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)

(2)

For reasons explained in Ms. Ahern's accompanying direct testimony, from the three previous month-end
(July 2009 - September 2009), as well as a recently available (October 2, 2009},Value Line Summary &
!.nQm!., aforecasted 3-5 year total annual market return of 14.84% can be derlvedby averaging the 3-month
and spot forecasted total 3-5 year total appreciation, converting It Into an annual market appreciation and
adding th~ Value Une average forecasted annual dividend yield.

The 3-5 ~araverage total market appreciation of 61 %produces a four-year average annual return
of 12.64% «1.61 5) - 1). When the average annual forecasted dividend yield of 2.20% is added, a total
average market return of 14.84% (2.20% + 12.64%) is derived.

The 3-month and spot forecasted total market return of 14.84% minus the forecasted rlsk·free rate
of 4.72% (developed in Note 2) is 10.12% (14.84% -4.72%). The Morningstar, Inc..(lbbotson Associates}
calculated market premium of 6.50% for the period 1926-2008 results from a total market return of 11.70%
less the average income return on long-term U.S. Government Securities of 5.20% (11.70% - 5.20% ..
6.50%). This is then averaged with the 11.70% Value Line market premium resulting in an 6.31% market
premium. The 8.31 % market premium is then multiplied by the beta in column 1 of page 2 or this Schedule.

The average forecast based upon six quarterly estimates of 30-year Treasury Note yields perthe consensus
of nearly 50 economists reported in the Blue Chip Financial Forecasts dated October 1, 2009 (see page 7 of
Schedule PMA-11). The estimates are detailed below: .

•
Fourth Quarter 2009
First Quarter 2010
Second Quarter 201 0
Third Quarter 201 0
Fourth Quarter 2010
First Quarter 2011

Average

30·Year
Treas'liiYNOfe Yield

4.40
4.50 .
4.60
4.80
4.90
5.10

~

•

(3) The traditional Capital Asset Pricing Model (CAPM) is applfed using the follOWing formula:

Rs .. RF+ ~ (RM - RF)

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

(4) The empirical PAPM is applie~ using the follOWing formula:

Rs " RF + .25 (RM - RF ) + .75 f3 (RM - RF )

Where Rs " Return rate of common stock
RF .. Risk-Free Rate
13 .. Value Une Adjusted Beta
RIA .. Return on the market as a whole

Source of Information: Valve Une Summary Be Index
Blue Chi Fl anclal Forecasts October 1, 2009
Value Line nvestmen Surve • July 24, 2009 and September 11, 2009 Standard Edition and Small
and Mid-Cap Edition .
Ibbotson SSSI - 2009 Valuation Yearbook Market Results for Stocks, Bonds. Bills, and Inflation
for 1926-Zq08, Morningstar, Inc., 2009, Chicago,



~e,.tAA-'"

' ..elaf4

• M!noud-Amer1clo Water ComP&nv
CDmpanlbI. EomIngl AnBl)'lb

rer I Proxy G""", of On. Hundl1ld SovenlB1ln N.....UtnIty campanl.. Complrablelo the
puny Group DrSfx Aus WflUy Rtporl••r CooopaQ(es 0)

Rate ar RlltlJfTl on Bog"" Curmnon
Eqully, Net Wo~h, or PMner.

C"pUal
6-VeorProlseted Rl

Re:lldual
Proxy Group or One Hundl1ld seventeen Non-Ullllly VL Slaadenl S~ndenl

Cornpoale. Cornpa",ble loIn. Proxy Gtoup or S1ll Adju.,.d Unad./U1lod r:.rrtlrof lho Devlanon or 5Vear Studenfa T
AlJS U1!l!tX I\epol\.WIll", CO!!Jlllnle. (1) ---.!!!!L -.!!!!- l\eUl1ls.lon ~ Projeollon Stou.u._lid CDmpuler 0.75 0.58 3.2Ol1O 0.0714 14.50 (0.21)
Melou Devl.e. 0.90 O.Bl 3.Sn& 0.0818 17.00 0.10
A1iarg'lf, rnc, 0.90 0.12 3.35114 0.074. 17.50 0.16
Ga1IIVhet(Al1hUf J.) 0.7$ o.sa 3.1255 0.06116 24.00 D.B7
Amgen D.~ M2 U06ll 0.0847 16.50 0.04
AllnCorp. 0.70 0.52 3.9021 0.08611 14.50 (0.21)
AVXCo'l'. 0.115 0.B5 . 3.4217 O.D7G2 7.00 (1.16)
Bed BlI1h & Sel'<lnd D.SO us ;US4S 0._ 12.00 (0.62)
S,.1<rnan Couller D.75 0.62 3.1885 0.0710 12.00 (0.52)
S1<>Rltdloo..A 0.90 o.B4 3.8652 a.lI8&O 11.50 (!I.59)
aJ. Whol.aero Club 0.75 0.55 4.0163 0.DB94 10.00 (0.77)
sue sotlwanl 0.85 0.13 3.3622 0.0748 21.00 0.60
Brown&BI\1WR 0.70 0.51 3.2448 " 0.0722 13.00 {3) (0.40)
C:ertllnolH.ellh 0.76 Mil 3.3076 0.0738 9.60 (0.84)
Coca-<:oIa Enl.Rrpl1set D.BO 0.81 3.5117 0.0712 3&.00 2.47
crown Holdings 0.50 o.aa 3.4851 0.0776 29.50 1.66
Cop1>/I/<llIlnc. 0.70 0.52 4._5 0.0901 14.50 (lI.21)
Cemer C01l'. U5 0,7' 3.90\13 0.0817 11.00 (0.65)
ClARCOR 10•• 0.95 0.85 3.1021 D.D8~~ 11.60 (0.59)
Co,,"l1In~ Inc. 0.90 0.78 3.8597 0.0859 8.00 (1.27)
C....CoI.IloIUlng 0.10 0.41 3.63,e 0.0808 19.00 0.35
COhJmbla SparlsWilBr • 0.90 0.77 .3.8340 0.0854 12.60 {D••$)
copart. tnt. 0.115 D.B5 3.8280 0.DB08 19.50 0.41
C~IIIl•• Rlvor 0.85 0.77 3.7464 ()'oB34 \0.50 (lI.n)
Del Monte Food. 0.70 0.83 3.2.187 0,0729 '0.50 [0.7')
DIon•• eorp. 0.90 0.79 3.5366 0.0787 23.50 0.91
OIREC1V GIll"ll (Tha) O.BS 0.17 3.1876 0.0710 30.50 1.78
OBVbalnc.. O,llS 0.39 3.1744 0.0707 18.80 0.04
laUder (Eslee) 0.96 O.BS 3.:1988 O,Ul57 . 30.50 (:1/ 1.79
Ean~Unk, Inc. 0.70 0.6' 4.0490 0.0901 16.00 [0.(2)
EMCC"",. <1.911 <1.84 3.831<1 <I.04S4 11.00 (\l.BS}

• En'IlIYT..",r.. 0.86 0.7' 3.1256 0.0096 32.50 (3) 2.03
FTm Nlage.. Ani Group 0.85 0.73 3,5910 0.0799 1.50 (I.DB}
Fortllatlaba. 0.80 0.63 3.8042 0.0847 9.50 10.84)
G.l\%)'llle Corp. 0.65 O.4~ 3.79311 0.0845 13.511 (O.:l4}
Gilead SOl....... ll.B5 0.40 3.6747 0.0818 33.60 2.\8
G&K Servlces·A 0.80 0.69 3.3652 0.01~7 8.50 (0.116)
GlotIIl P."".. U5 0.10 3.7010 0.0624 16.00 (0.021
Gel\oPl\1be 0.85 0.76 4.0290 0.0891 13.50 (0.34)
Hiamonou•• corp. 0.65 0.42 3.1695 0,0706 13.50 (0.34)
He!IJro, Inc. 0.80 0.62 3.3402 0.0744 2'.00 0.60
HCC .n.uram;-o Hldgs. 0.85 0.71 3.1873 0,0705 12.00 (o.s2)
HBWItI Alsoclaw8 A 0.75 0.68 3.2548 0.0725 18.00 0.22
Blo.k(H&R1 0.90 0.18 3.7417 0.0833 . 29.50 1.68
HD$pJJlIln.. 0.70 0.51 3.8472 0.0812 22.50 0.79
H••nlaad £><PlOSS 0.85 0.72 3.8916 0.0889 23.00 0.85
KJEXXl.,ob•• 0.85 0.77 3.2654 0.0727 lB.OO 0.22
InlO" I"". 0.90 0.83 3.1748 0.0707 20.00 0,47
1I1vootors Bancotplnc 0.70 0.51 U584 0.0788 5.50 (1.34)
In1l5po.dway A 0.90 0.82 3.~301 0.0784 9.00 (O.9Il)
J&J Snack Foods 0.75 0.57 3.4859 0.0772 II.SO (0.59)
Uf. TecbnolQ51kls o.110 US 3.7722 0.0840 12.1J11 (0.62)
Un..18 Holdlnge 0.65 0.41 3.2537 0.D72~ 25.00 1.10

•
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• WsBDUrl:Amadean WBr Cqrnpanv
Comparabla ~amlng. Analyll.

ror 8 Proxy G;'OtJ;D of One Hundm:l SlIventlllun Non-U1l11ty COmplnJU CompJ.tablela the
emxv GroUP pfS1xAw; umnv Bop0rtl Wg'DcComp@nles C1}

Rate of Relurn on Book common
Eqolly. N.I V'IelUl. or PoMel's

Capital
5-V.or Pro'og.d m

Residua!
Proxy Grollp ofOn. H\Jndred S........ta.n Non·UWlly VL Standard SI""dard
CDmponl•• COmpanlbla Ia tho PRli<l' GmJp or Sbl AdJll.lod Unadjuslad Eml'Dflll. Covrallon Df 6Yelr StlJdanl'.T
hUs l)lWly R!P!!!1. Wel., COmponl•• (II ~~ Reg"'sJon --...!!!!- I>roJoollDn Slalistie
MOlt.I,I.c. 0.85 0.76 3.8864 0.0881 22.00 0.12
Malt_Inti 0.85 0.12 3.2537 O,012A 15.50 (0.08)
Melt...Dn COIJI. 0.80 0.64 3.6895 o.a821 · 14.00 (0.2.'1)
Medlranlc, Inc. 0.75 0.80 3.4589 0.0710 22.00 0.12
Mod<o Hoalll1 SoIutl••1 0.70 0.49 3.5992 0.0801 18.50 029
Mol1<olCorp. /I.!ID D.BO 3.2875 0-0132 7.50 (1.09)
Mag.8~an Ml.dstfll8m 0.9Q 0.83 3.3662 0.01&0 22.00 0.72
MAXIMUS Inc. 0.80 0.64 3.3819 0.0153 14.00 (0.27)

Nal""'ollnsbum.n1. 0.90 0.81 3,8851 0.0823 15.00 (3) (0.15)
Ann.ly Cllpllol Mgmt. 0.80 0.63 Ull43 0.0883 15.00 (0.151
N..... N.rdls~ADR 0.90 0.69 · 3.1462 0.0100 31.00 1.85
Nol/llWllsl!Bncorp /1.85 0.70 3.2705 0,0128 9.50 (0.96)

N.IW Vo'" COIM\lJftIly 0.80 0.&11 3.6327 0.0809 12.00 (0.52)
R.dy I...... Corp. 0.90 0.94 3.6316 0.0808 8.00 (1.02)
OW&nt & M!nor 0.70 0.50 3.3589 0.0748 11.50 (0,59)
011101. carp. 0.90 0.83 3.1502 0.0701 34.00 2.22
Ody".y R. Hldg•• 0.70 0.52 3.2108 0.0715 5.50 (1.34)
ORolrly Altlomollw 0.85 0.72 3.5749 0.0788 • 10.50 (0.71)
Ploln. All Am.'. Pip•• 0.90 0.79 U972 0.0901 12.00 (0.52)
PepstAmarlcBllnc. 0.80 0.G6 3.4481 0.0768 12.00 (0.52)
P.opl•• Unlled FlnI 0.65 0.40 32451 0.0122 5.SO (1-34)
P'p'1 a.tll1nij Group 0.90 0.78 3.3408 0.0744 22.00 0.72
p.nllfSl::In COl. 0.80 0.80 3.7187 0.0941 13.00 (D.40)
P..1.1 con- & Tell 0.80 0.63 3.9190 0.0872 12.00 (3) (0.52)
P.rldnElm., I.e. 0.90 0.79 3.8054 0.0947 10.00 (0.77)
Papa Jotln.lnIJ 0.85 0.71 · 3.9534 0.0880 20.00 0.47
fluddlck CDrp. 0.60 0.38 3.5943 0.0800 10.50 (0.71)
Relnsur1lncl!I Gf'OUp 0.85 0.16 '3.7189 0.0941 17.00 0.10
ResMed Inc. 0.75 0.57 3.8182 0.0872 13.50 (0.34)
RDlJJJ>s,lnt:. 0.80 0.65 3.2083 0.0714 27.00 1.35
RossSaCM 0.86 0.72 3.8069 0.0847 41.00 3,10

• Syeo"""" NolWor1<. 0.85 0.71 3.6995 0.0824 1.50 (1.84)
S"",ulmon (A.) 0.90 0.81 4.0352 0.0998 7.50 (1.09)
ShorvM-WlIJoms 0.76 0.55 3.3228 0.0740 28.00 1.22
Sllgan Holding. 0.80 0.64 3.1408 0.0699 IUD 0.29
synOPS)fs. Inc. 0.85 0.72 3.7319 0.0831 13.00 (OAO)
Suburb.... PropanD 0.75 0.82 3.2843 0.0731 50.00 4.22
Slorlcycla Ino. 0.05 D.47 3.5459 0.0789 17.00 0.10
STERISCorp. 0.90 0.81 3.6866 0.0821 15.50 (0.09)
St..hldoMltd"'l 0.80 0.89 4.0412 0.0900 17.00 0.10
Conslel1R1Io. ermd. . 0.85 0.76 · 3.8445 0.0855 11.00 (0.65)
Shyko'Corp. 0.80 0.&6 3.3340 0.0742 11.00 0.10
HanovBr lnsullInce 0.85 0.71 3.2090 0.0714 10.50 (0.711
TEPPCO PlIrtnars LoP. 0.90 0.82 3.5151 0.0763 21.00 0.60
Tolai Syol.m lOves. 0.90 0.80 3.4338 0.0764 16.00 (0.02)
Taus tn.s1J'UmenllS 0.90 0.61 308129 0.0804 15.50 (0.091
Unl••,nl H••lI/l SlI. 'a 0.80 0.69 3.6443 0.0811 12.00 (0.52)
Unl..,,,,01 corp. 0.80 0.68 3.8708 0.0862 · 10.50 (0.71)
VOrlan MOdle.1 Sys. 0.80 M8 3.8942 0.0867 23.00 0.B5
WD-olO Co. 0.75 0.55 3.5148 0.0782 17.50 0.18
Wemar Enterprlsili 0.80 0.82 3.9499 0.0879 17.00 0.10
WalsMar1<.'" 0.85 0.46 3.1182 0.0594 8.60 (o.BB)
W.P. CIIfOY & Co.llC 0.90 0.80 3,5415 0.0788 15.00 (0.15)
WallDn Phannac:, 0.75 0.58 32191 0.0117 10.50 (0.71)
Wsshlngton Post 0.80 0.67 3.4859 o.om 6.00 (1.021B."".y (\'V.R.1 0.7& 0.55 3,3727 0.0151 17.00 0.10
Wast PhBrmac. SVCS. 0.80 0.65 3.9378 0.0871 13.SO (0.941
WlIISonwyan 0.70 0.1>4 3.3237 0.0740 13.50 (0.34)
WDrld W,.sUlng Eni. 0.80 0.69 3.3809 0.0755 31.60 1.91
Woh'ertns World W1dll' 0.80 0.65 3.9008 0.0868 16.50 0.04
AIloghony Corp. o.as 0.12 3.265' O.O'l27 8.50 1'.21)
Zlrnm.' Holding, 0.05 0.85 3.7669 0.0839 13.00 (OAD)
A1log""!\)' corp. 0.95 0.72 3.2654 0.0127 6.50 (1.21)
Zhnmltf Haldlngs ~~ ~ ~ 13.00 (0.40)

A••rag8 ~~ ~ ~

A".l1Ig. lor lh. Proxy Group D' Sbc AUS lJIllIly
Raport. Wal.r Componlo, --2:!L~ --l!!!Zl. (4)~

M..... (5) 14.50%

Conoluslon {6) 13.50%

• See p.ge 4 ror nah" .
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Missoyr!-Amedcan Water Company
Comparable Earnings Analysis

for a Proll\' Group of Twenty Ave NOll-UUUly CompanIes Comparable ttl the
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Missouri-American Water Company
Comparable Earnings Analysis

Notes:

(P) =Preliminary

(1) The criteria for selection of the proxy group of one hundred seventeen non-utility companies was that the non-utility
companies be domestic and have a meaningful projected rate of return OrT book common equity, shareholders' equity,
net worth, or partners' capital 2012 - 2014 as reported in Value Une Investment Survey (Standard Edition). The proxy
group of one hundred-fifteen non-utility companies was selected based upon the proxy group of six AUS Utility 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.

(2) 2012 - 2014.

(3) The Student's T-statistic associated with these retums exceeds 1.96 at the 95% level of confidence. Therefore, they
have been exclUded, as outliers, to anive at proper mean historical and projected returns as fully explained in Ms.
Ahern's testimony.

(4) The standard deviation of the group of six AUS Utility Reports water companies' standard error of the regression is
0.1576. The standard deviation of the standard error of the regression is calculated as follows:

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

fiN

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, 0.1576 = 3,5871 =
Jill

Mill
22.7596

•

(5) 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. "

(6) Median ofthe 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 outlier;; as outlined on Note (3) above.

(7) 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 common equity, shareholders' equity, net worth, or partners'
capital projected 2012 -2014 as reported in Value Line Investment Survey (Standard Edition). The proxy group of
twBnty·flve non-utility companies was selected based upon 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. Ahem's direct testimony. Plus or minus three standard deviatlons captures
99.73% of the distribution of unadjusted betas and standard errors of the regression.

(8) 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.

(9) The standard deviation of the proxy group of six AUS Utility Reports water companies' standard error of the regression is
0.1088 (2.4773/22.7596).

Source of Information: Value line, Inc., September 15, 2009
Value Line Investment Survey (Standard Edition)
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MissqWf-lyrt&rlcen W@ferCompany• YIeld. on Moocly'a A and Baa Rated Publlc UIDlty BaRds
Olld Aila Baled Colllo@!I! Bonds Sloee §tplIlmber 1!!B9

Sl'l'8f1d
Between Spread Spread bstwsen

All. Corpor!Ila MOoct{sAFU Moody'sSaa AeavAPtJ Setwsan Aae v A amI ilaa P!J
Qm!! Bonds Bonds PU Bonds Bonds Bae PU Bonds Bonds

Sep..89 9,01% 9.58'll> 9.700/0 0.57% 0.69'10 0.12'1(,
0cl-89 8.92% 9.54'10 9.64'10 0.62'10 0.72'10 0.10%
Nov-89 8.89'10 9.51% 9.84% 0.82'10 0.75'10 0.13%
Dec-89 8.86% 9.44% 9.60% O.5B% 0.74% 0.18%
Jan·go 8.99'10 9.56% 9.74% 0.57% 0.'75'10 0.18'10
f"eb-SO 9.22'10 9.7e'lfo 9.96'10 a.54'1o a.74% a.2O'Ho
Mar·1lO 9.37% 9.85% 10.06% . 0.48% 0.69% 0.21%
Apr-PO 9.46'10 9.92% 10.13% 0.46% 0.67'10 0.21'10
May-1lO 9.47% 10.00'10 10.18% 0.53% 0.89% 0.18%
Jun·PO 9.26% 9.80% 9.116'110 0.54% 0.70% 0.1not.
JUI-90 9.24'10 9.75'10 9.92'10 0.51% 0.68% 0.17%

AlIg.110 9.41% 9.92'l11 10.12% 0.51% 0.71% 0.20%
Sep-IIII 9.5596 10.12% 10.32% 0.56% 0,76'10 (1.20%
0cl-90 9.53% 10.05'10 10.28% 0.52% 0.75% 0.23%
Noy-90 11.30% 9.90% 10.12% 0.60% 0.82% 0.22%
Dec-90 9.05% 9.73% 9,96% 0.68% 0.91% 0.23%
Jan·lI1 9.04% 9.71% 9.9a'1'0 0.67% 0.92% 0.25%
Feb-91 8.83% 9A7'1o 9.88% 0.84% 0.85% 0.21%
Mar-91 8.93% 9.55% 9.74'10 0.62% 0.81% 0.19%
Apr.91 8.86'10 9.48'10 9.84% 0.80% 0,78% 0,18'"
May-1I1 8.86% 9.44% 9.G4% 0.58% 0.78% 0.20%
Jun-91 9.01% 9.59% 9.79% 0.58% 0,78% 0.20%
Jul·ll1 9.00% 9.65% 9.69% 0.55% 0.89% 0.14%

Aug-91 8.75% 9.29% 9.47% 0.54% o.n% 0.18%
50p-91 8.81% 9.16'10 9.34% 0.55% 0.73% 0.18%
Od·91 8.55% 9.12% 9.32% 0.57'1'0 0.77% 0.20%
Nov·lll 8.48l1t 9.05% 9.2&% 0.57% 0.00% 0'<3%
Oa0-91 B.31 % 8.88% 9.07% 0.57% 0.78% 0.19%
Jan.Q2 11.20% 8.84% 8.98% 0.84% 0.76% 0.14%
Feb-92 8.29% 6.93% 9,09% 0.84% 0,80'10 O.16'lIo
Mar·92 8.35% 8.97% 9.18% 0.82'1'0 0.81% 0.19%
Apr.9:! 8.33% 8.93'l'o 9.11% 0.80% 0.78% 0.18%
May-92 8.28% 6.67% 9.01% 0.59% 0,73'l'o 0.14%
JUJJ-92 9.22% B.7S" 8.9V% 0.561(, O.SS% 0.12%
Jul-92 8.07% 8.57% 8.89% 0.50% 0.62% 0.12%
Aug-92 7.ltS'" 8.44% 8.58% 0,4e% 0,63% 0.14%
Sap·lIZ 7.92% 8.'10% 8.54% 0.48'1'0 0.62% 0.14%

• Oct-92 7.99% 8.64% 8.76% . 0.85'10 0.77% 0.22%
Nov-92 8.100/0 8.63% 8.86% 0.53% 0,78% 0,23%
DDe-92 7.98% 8.43% 8.69% 0.'15% 0.71% 0.28%
Jan·93 7.91% 8.27% aS7% o.3Il% O.SIll' 0.30%
Feb-93 7.71% 6.04% 8.31% 0.33% 0.6O'Vo 0.27%
Mat-93 7.58% 7.901II '6.10% 0.32% 0.52% 0.20%
Apr.93 7,46% 7.81% 8.11% 0,35% 0.65% 0.30%
Apr·lI3 7,43% 7.66% 8.16% 0.43% 0.75% 0.32%
May-93 7.33% 7.75% 8.05% 0,42% 0.72% 0.30%
Jun·!l3 7.17% 7.54% 7.93% 0.37% 0.78% 0.39%
Jut-93 8.85'l11 7,25% 7.511% 0.40"" 0.74% 0.34%

Aug-93 8.68% '7.04% '7.35% 0.38% 0.69% 0,31%
sep.n 6.67% 7.03% 7.27% 0.38% 0.80'10 0.24%
Ocl-93 6.93'l1> 7.30% 7.69% 0.37% 0.76'1'. 0,39%
Nav~3 6.93~ 7.34% 7.73% 0.41% 0.80% 0.39%
Dec-93 6.!t2'10 7.:13% 7.88% . 0,410/0. 0.74% 0.:13%
Jsn-lI4 7.08% 7.47% 7.76% 0.39% 0.88% 0.29%
Mar-94 7.48% 7.47% 7.76% .0.01% 0.28% 0.29%
Apr'94 7,88% 7.85% 8.11% .0.03% 0.23% 0.26%
May-94 7.911% &.:13% lI.lll% D.34l!t 0.82% 0.28%
Jun-94 7.970/0 8.31% 8.64% 0.34'll1 0.67% 0.33%
Jul-94 8.11% 8.47% 8.8D% 0.36% 0.119% 0.33%
Aug..94 8.07% 8.41% 8.74% 0.34% 0.67% 0.33%
Sep.-94 8.34% 8.84% 8.98% MO% 0.84% 0.34%
Ocl-94 8.57% 8.86% 9.24% 0.29% 0.87% 0.38%
Nov-94 8.88% 8.98% 9.35% 0.30% 0.67% 0.37%
De~ 8.46% 11.76% 9.1",*, 0.30% 0.70% 0.40%
Jan.95 8,46% 8.73% 9.15% 0.27% 0.69% 0.42%
FsD.95 8.25% 8.52% 8.!l3% 0.26% a.67% 0.41%
Mar-a5 8.12% 8.3'7% 8.78% 0.25% 0.66% 0.41%
Apt-95 8.03% 8.27% 8.87'l1o . 0.24% 0.84% OAO%
May-B5 1.65% 7.91'10 8.30% 0.26% 0.65% 0.39'l1>
Jun·95 7.30% 7.80% 8.01% 0.30% 0.71% 0,41%
Jul·95 7.41% 7.70% 8.11% 0.29% 0.70% 0.41'l1>
Aug-95 7.57% 7.83% 8.24% 0.26% 0.67% 0,41%
Sap.95 7.32% 7.62% 7.lla" 0.30% 0.86% 0.3S%
Oct·gS 7.12% 7.46% 7.82% 0.34% 0.70% 0.38%
Nov-ltS 7.02% 7A3,*, 7.81% 0.41% 0.7lI'i 0.38%
09c-95 6.82% 7.23% 7.63% 0.41% 0.81% 0,40%
Jan-96 6.81% 7.22% 7.64% 0.41% 0.83% 0.42%
Feb-98 6.99% 7.37% 7.78% 0.38% 0.78,., 0.41%
Mar-95 7.35% 7.73'l11 8.15% 0.38% 0.80% 0.42%
Apr-98 7.50% 7.B9% '&32% 0.38% 0.62% 0.43%
May-9B 7,62% 7.88% 8.45% 0.36% 0.63% 0.47'10
.hm-9Il 7.71% 8.08% 8.S1% a.35% 0.80% 0.45%• JUI-B6 7.1l5'l1> 8,02% 8.44% . 0.37% 0.79% 0.42%
A1Ig-96 7A6'!'io T.84% 8~5'l'o 0.38% 0.79% 0,41'l'o
Sap-98 7.66% 6.01% 8.41% 0.35% 0.75% 0.40'1\
Oct-Be 7.31l'l\o 7.77'10 8.15% 0.3B'lI> 0.76% 0.38%
NQy-9a 7.10% 7.49% 7.87% 0.39'10 0.77'" 0.36%
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MfsliOuri-Amencan Wal!lr Company• Yields on Moody's A and Baa Rated Public UUllty Bonds
and Aoa Rated Corno@te Bends SiS Sept.mb.r 1989

SflIB'Id
Between Spread SPllIad betwoen

AsaClJIIIClflIle Moody'aA PU MaodYsSa" AaavAPU Belw8en ABa v AanctBaa PU
J)m§ Bonds Bonds PlJ Bonds Bon". Iloa PU Bonds Bonds

06<>-96 7.20% 7.59% 7.!IB% 0.39% 0.78% <l.39%
Jon-97 7.42% 7.77'10 8.18% 0.35% 0.7S'!\> 0.41%
Feb-97 7.31% 7.64% 8.02% 0.33% a.71% 0.38%
Mar·97 7.55% 7.87'l1> 8.26% 0.32% 0.71% 0.39%
Apr-97 7.T3% 6.03% 8.42% 0.30% 0.69% 0.39%
MlIY-97 7.58% 7.89% 8.28% 0.31% 0.70% 0.39'10
Jun-9T 7.41% 7.72% 8.12% 0.31'11> 0.71'1\0 0.40%
JuI.·P7 7.14% 7.48% 7.87% 0.34% 0.73% 11.39%

AU!l"9T 7.22% 7.51'!\> 7.93% 0.29% 0.71% 0.42%
Sop-97 7.15% 7.47% 7.79% 0.32'lb 0.64% G.32%
Oct-97 7.00% 7.35'1\0 7.67% 0.35% 0.1l7'll. 0.32'lb
Nov-97 8.87'1\0 7.25% 7.49% 0.38% 0.62% 0.24%
000-97 6.76% 7.18% 7.41% 0.40% 1I.1l5% 0.25'11>
Jan-96 8.81% 7.05% 7.28% 11.44'10 0.87% 0.23%
Fob-98 6.67% 7.12% 7.36% 0.45% a.89% 0.24%
Fob-98 8.72'l1o 7.16% 7.37'l1o 0.44% 0.65% 0.21%
Mar-98 6.69% 7.16% 7.37% 0.47% 0.66% 021%
Apr.98 6.69% 7.15% 7.34% a.47% 0.65% 0.18%
May.98 6.53% 7.03% 7.21% 0.50% 0.68% 0.18%
Jun·96 6.55% 7.03% 7.23% 0.48% 0.68% 0.20%
Ju~98 6.52% 7.00% 7.20% 0.48% 0.68% 0.20%

Aug.98 6AII% 6.93% 7.13% D.53% 0.73% 0.20%
Oc\·98 6.37% 8.96% 7.13% 0.59% 0.76'lb 0.17%
Nov·98 6.41% 7.03% 7.:m~ 0.62% 0.90% 0.28%
001>98 6.22% 6.91oy, 7.24% 0.69% 1.02% 0.33%
Jan-Il9 824,*, 8,97% 7.30* 0.73% 1.05% 0.33%
Fob·9\! 6.40% 7.09% 7.41% 0.89% 1.01'lb 0.32%
Mar-99 6.62% 1.26% 7.56% 0./14% 0.93% 0.2iI%
Apr-99 6.64% 7.22% 7.51% 0.580/0 0.67% 0.29%
/lfay.99 6.93% 7,4]% 7.74% 0.54% 0.8H' 0.27%
Jun-S9 7.23% 7.74% 8.03% 0.51% 0.60% 0.29%
Jul-911 7.1990 7.71% 7.97% 0.52% 0.78% 0.26%
Ault99 7.40% 7.91% 6.15% 0.51'lb 0.76% 0.25%
sep-99 7.39% 7.93% 6.19% 0.54% O.6O'YJ 0.26%
Ocl·9lI 7.55% B.06% 8.32% 0.51% 0.77% 0.26%
Nov.gg 7.36% 7.94% 6.12% 0.58% 0.76% 0.18%
081>-99 7.55% 8.14% 8.28% 0.59% 0.73% 0.14%
Jan.QO 7.76% 8.35% 6.40% 0.57% 0.62% 0.05%• Fob-OO 7.68% 8.25% 5.33% 0.57'lb 0.65% 0.08%
MaroOO 7.68% 8.28% 8.40% 0.60% 0.72% 0.12%
Apr-OO 7.64% U9% 8.40% 0.65% 0.76% O.H%
MlIY-OO 7.99% 8.70% B.86% 0.71% 0.67% 0.16%
Jun-QO 7.67'lb 8.36% 6.47% 0.69% 0.80% 0.11%
JU~O 7.1lS% 8.25% 8.33% D.60'll. 0.66'1. o.Dll%

Aug-DO 7.55% 6.13% 6.25% 0.58% 0.70% 0.12%
SeJ>-OO 7.82% 6.23'to 8.32% 0.61% 0.711% 0.09%
OcIoOO 7.55% a14% 8.29% 0.59% 0.74% 0.15%
Nov-()Q 7.45% 6.11% 6.25% 0.66% 0.80% 0.14%
080-00 7.21" 7.&4% a01,. 0.53% 0.80% 0.17%
Jan-(l1 7.15% 7.60% 7.99% 0.65% 0.64% 0.19%
Feb-01 7.10% 7.74% 7.94% 0.64% 0.84% 0.2O'l6
Mar-(l1 6.9B% 7.66% 7.85% 0.70% 0.87% 0.17'lb
Apr-ll1 7.20% 7.114% 8.06% 0.74% (1.66% a.12%
May-01 7.29'lb 7.99% 8.11% 0.70% 0.62% 0.12'lb
Jw).{)1 7.18% 7.85% 8.02% 0.67% 0.6<1% 0.17%
Jul-01 7.13'lb 7.79% 8.05% 0.65% 0.92% 0.27%

Aug.Ol 7.02% 7.59% 7.95% 0.57% 0.93% 0.36%
Sep-01 7.17% 7.75% 6.12% 0.56% 0.95% 0.37%
0cU11 7.<l3% 7.~ 6.02% 0.60% 0.99% 0.390/0
Nov.Q1 6.97% 7.57% 7,96% 0.60% 0.99% 0.39%
Dsc-01 8.7NI 7.93% 6.27% 1.06% 1.50% 0.44%
Jan-02 6.55% 7.66% 8.13% 1.11% 1.58% 0.47%
Feb-Cll 6.51% 7.64% 6.16% 1.03% 1.67% 0.64%
Mer-02 6.81% 7.76% 8.32% 0.96% 1.51'lb 0.56%
Apr-D2 6.75% 7.57"/0 8.26% 0.61% 1.50% 0.69%
May-02 6.70% 7.52% 8.33% 0.77% 1.58% 0.81%
Jun·02 6.63% 7.42% 8.26% 0.79% 1.63'lb 0.84%
Jul.QZ 6.53% 7.31% 8.07% 0.78% 1.04'1\0 0.75%

AU9-02 6.37% 7.17% 7.74% 0.60% 1.37% 0.57%
Sop..tl2 6.15% 7.Ol!% 7.62% 0.93% 1.47% 0.54%
Oct-02 8.32% 7.23'10 6.00% 0.91% 1.68% 0.77%
Nov-02 8.31% 7.14% 7.76% 0.B3% 1.45% 0.52%
Deo-02 6.21% 7.07% 7.&1% 0.B6% 1.40% 0.54%
Jan-03 6.17% 7.(18% 7.47% o.B9% 1.30%- 0.41%
Feb-03 5.95% 6.93% 7.17% 0.98% 1.22% 0.24%
Mar-03 5.69% 6.79% 7.05% 0.90% 1.16% 0.289/.
Apr.Q3 5.74% 6.64% 8.94% 0.90% 1.20% 0.3O'Yo
May.Q3 5.22% 5.36% 6.47% 1.14% 1.25% 0.11%
Jun.Q3 4.97% 6.21% 5.30% 1.24% 1,33% 0.09%
JuJ-03 5.49% &.$1% 6.87% 1.1;6% 1.16% 0.10%

Aug-03 5.68% 6.78% 7.08% 0.9O'to 1.20% O.JO%
Sep-03 5.72% 8.56% 6.87% 0.84% 1.15% 0,31%• OcI-OO 5.70% 6A3'll! 6.79% 0.73% 1.09% 0.36%
N~~ 5.!i5% 6.37% 5.59% 0.72% 1.04% 0.32%
D~e-lI3 5.62% 6.27'lb 6.61% 0.65% 0.99% O.34oy,
.IaIHJ4 5.64% 6.15% 6.47% 0.61% 0.113% 0.32%
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M!.sQ\/~:AmerlgmWaleC CpmpaftV• Yield. on Moody's A llJld aaa Rated PUbUc UUlIly Bonds
and Asa Raled CQ'Pll!lltB Bon$ Since September 1969

Spread
BelWeen Spread Spreal1 be_n

Aae Corporate Mood)"sAPU Moody's Baa AaavA PU SalWeen Aea v A and Baa PU
Ql!I! Banda Bonds PU Bonds Bonds Baa PU Bonds Bonds

Feb44 5.50% 8.15% 6.26% 0-85% 0.76% 0.13%
Mar-04 5.33"- 5.97% 6.12% 0.64% 0.79% 0.15%
Apr.Q4 5.73% 6.35% 6.46% 0.62% 0.73% 0.11%
May-04 6.04% 6.62% 6.75% 0.56% 0.71% 0.13%
Jun-04 6.01% 6.46% 6.84% 0.45% 0.63% 0.36%
JIJI..04 5.82% 6.27% 6.67% 0.4.5% 0.8591. 0.40%
Aug-04 5.65% 6.14% 6,45% 0,49% 0.00% 0.31%
Sap-04 5.46% 5.98% 6.27% 0.52% 0.81% 0.29%
Ocl-04 5.47% 5.94% 6.17% 0.47% 0.70% 0.23%
Nov.(l4 5.52% 5.97% 6.16% 0.45% 0.64% 0.19%
O.c.04 5.47% 6.92% 6. to'll 0,45% 0.&391. 0.18%
JIIIl-05 6.36% 5.78% 5.95% 0.42% 0.59% 0.17%
Feb'()5 5.20% 5.61% 5.76% . 0.41% 0.56% 0.15%
Mar.05 5.40% 5.63% 6.01% 0.43% 0.61% 0.18%
Apr'()5 5.33% 5.64% 5.95% 0.31% 0.62% 0.31%
May'05 5.15% 5.53% 5.68% O.~ 0.73% 0.35%
Jun-06 4.96% 5,40% 5.70% 0.44% 0.74% 0.30%
Jul-OS 5.06% 5.51% 6.80% 0.46% 0.74% 0.29%
Aug-05 5.09% 5.50% 5.81% 0.41,*, o.n,*, 0.31%
S.p-05 6.13% 5.52% 5.83% 0.39% 0.70% 0.31%
Qct-05 5.35% 5.79% 6.08% 0.44% 0.73% 0.29%
Nov-05 6.42% 5.66% 6.19% 0.46% 0.77% 0.31%
Dec-05 5.37% 5.60% 6.14% 0.43% o.n% 0.34%
Jan-06 5.2Q% 5.75% 6.06% 0.46% O.n% 0.31%
Feb-OB 6.35% 5.82% 6.11% 0.47% 0.76% 0.29%
Mar.(i6 5.53% 6.98% 6.26% OA6'll 0.73% 0.28%
Apr.(l6 5.84% 6.29% 6.64% 0.45% 0.70% 0.25%
Mey.(l6 5.95% 6.42% 6.59% 0.47% 0.64% 0.17%
Jun-06 5.69% 5.40% 5.51% 0.51% 0.72% 0.21%
Jul.Il6 5.8S'1'0 6.37% 8.61% 0.62% 0.76% 0.24%
Aug.Q5 6.68% 6.2.0% 6.43% 0.52% 0.76% 0.23%
Sep.(l6 5.51% 6.00% 6.26% 0.49% 0.75% 0.26%
Oet-ll6 5.51% 5.116'lfo 6.24% 0.47% 0.73% 0.26%
Nov.(l6 6.33% 6.80% 6.04% 0.47% 0.71% 0.24%
0Bc.-08 6.32% 5.81% 6.05% 0.49% D'?!% 0.24%
Jan-07 5.40% 5.96% 8.16% 0.56% 0.76% 0.20%
Feb.o7 5.39% 5.90% 6.10% 0.51% 0.71% 0.20%
Mar.()7 5.30% 5.65% 6.10% 0.55% 0.80% 0.25'll>• Apr.Q7 5.47% 6.97% 6.24% 0.50% 0.77% 0.27%
May.07 5.47% 6.99% 6.23% 0.52% 0.76% 0.24%
Jun·07 5.79% 6.3O'lIo 6.54% 0.51% 0.75% 0.24%
Jut.()7 6.73% 8.25% 6.49% 0.62% 0.76% 0.24%
AUQ.(I7 5.79% 6.24% 6.51% 0.45% 0.72% 0.27%
sep.o7 5.74% 6.18% 6.45% 0.44% 0.71% 0.27%
Oct·07 5.86% 6.11% 6.~ 0.45% 0.70% 0.25%
Nov-07 5.44% 5.97% 6.27% 0.53% 0.83% 0.3O'lIo
O.c-07 5.49% 6.15% 5.51% 0.67% 1.02% 0.35%
Jan.os 5.a3% 6.02% 6.36% 0.89% 1.02% 0.33%
Feb-OB 5.53% 8.21% 6.110% 0.88% 1.07% 0.39%
Mer.()8 5.51% 6.21% 6.6B% 0.70% 1.17% 0.47%
Apr-08 5.55% 6.29%' 6.81% 0.74% 1.26% 0.52%
May-08 5.57% 6.27'1'. 6.79% 0.70% 1.22% 0.52%
Jun.QB 5.58% 6.38% 6.93% 0.70% 1.25% 0.55%
Jul.()ll 5.67% 6.40% 6.97% 0.73% 1.30% 0.57%

AUg.08 5.84% 6.37% 6.98% 0.73% 1.34% 0.81%
Sep..os 6.ll5% 6.49% 7.15% 0.84% 1.50% 0.65%
QcI-OB 6.28% 7.56% 8.58% 1.28% 2.30% 1.02%
NOY.Q6 6.12% 7.20% 6.98% 1.08% 2.86'll> 1.78%
Dec-08 5.05% 6.54% 8.13% . 1.49% 3.08% 1.69%
Jan.Q9 5.05% 8.39% 7.80% 1.34% 2.85% 1,51%
Feb.o9 5.27% 8.30% 7.74% 1.03% 2.47% 1.44%
Mar.Q9 5.50% 6.42% 8.00% 0.92% 2.60% 1.58'll>
Apr-09 5.39% 8.48% 8.03% 1.09% 2.64% 1.55%
May.Q9 5.54% 6.49% 7.76% 0.95% 2.22% 1.27%
Jun.Q9 5.81% 6.20% 7.30% 0.59% 1.69% 1.10%
Jul.()9 5.41% 5.97% 6.87% 0.56% 1.46% 0.90%

AUQ.Q9 5,26% 5.71% 6.J6% 0.45% 1.10% 0.65%

Avamge 6.91% 7.47% 7.81% 0.66% 0.90% 0.~4%

Medtah e.95% 7.46% 7.96% 0.52% 0.76'10 0.29%

Sa""", or InforI11alJore
S&P Public UUmv.lndex and Moodv's Public UIIlIlv Bond AveraaB Annual Yields 1928-2009. (AUS Consultants - uurotv Servlces. 20091•

••


