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Cade  Industry Title
Value added {Millions of dollars)

VA Grays domestic preduct

VA Private industries

VA Agriculture, forestry, lishing, and hunling

VA, Farms

VA Farestry, fishing, and relatad acilvitias

VA Mining

VA OT and gee extraction

VA Minfng. except oll and gas

VA Suppon aclivilles for mmmng

VA Utilities

VA Construction

VA Manyfacturing

LY Durable goods

VA Wood producls

VA Nonmmtalic mineral products.

VA Primary metals

VA Fabricaled matal products

VA Machnery

VA Cornpuler and electronic products

VA Electrical equigment. appllances, ard companenls
VA Melor vehicles, bodles and trailars, and parls
vA Olher transportalton equiprment

VA Fumilure and related pradysls

VA Miscellanecus manufacturing

VA MNondurable goods

VA Food and beverage and lobacco prodicts

VA Textile mida and 1exiile product mills

VA Apparel and (aather and allied products

VA Paper products

VA Printing and related support activities

VA Petroleum and ceal producls

VA Chemical products

VA Plasties and nubber producty

VA Wholesade trade

VA Resail rade

VA Transporiatlon and warehousing

VA Alr transporiation

VA Rail transportatian

VA Water fransporiation

VA Truck rransportation

VA Transil and ground passengar transportation
VA Plpeline trangporiation

VA Other transportation and supporl activilles

VA Warehousing and storage

VA formation

VA Publishing ndusiras {mcludes saftware)

VA Mo%on pictura and sound recording industries
VA Bmadeasting and teiacommunications

VA formation and data processing sarvicas

VA Finance. insurance, real estate, rental, and Jaasing
VA Finance and tnsurance

YA Federal Rosorve banks, cradit Intarmediatlon, and related activillas
VA Securilles, commaodity eontracts, and Investments
VA insurence camers and rafated activitlas

VA Funds, trusls, and other financial vehicies.
va Real aslale and reatal and leasing

VA Real aslale

VA Rantal and leasing services and /2330rs of Intangible anaats
VA Prolesslonal and business sarvicas

VA Professional, sciantific, and technical services
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Missourt American Watet Company
Percent Change in Grpgs Domestic Product (GDP} for the Years 1998 - 2008

1598

8746997
7852501
102395
78501
23494
74785
35173
27031
12581
180806
74287
1343650
806865
29358
42327
49422
112705
111472
185673
44735
106827
652344
28101
49902
5385485
137539
27127
26049
52154
48508
30643
150062
63603
542929
598623
273704
525m
24531
6516
EB196
13777
9245
59652
21085
RLIETR]
96656
25286
229782
29847
1684608
841118
271742
134070
217437
11669
1043450
950206
93182
975166
565310

1299

8268410
8127192
93779
GB774
75005
§5397
41217
27482
10888
185417
406602
1373112
820192
N30
45103
47200
116360
105629
162777
48158
115397
84253
30965
52480
5527120
153587
26440
24728
54150
28183
22399
157142
66100
577698
635458
287410
54888
24668
8413
85838
14405
5243
84750
23209
439313
118664
0?7
75584
36705
1798398
679842
308007
13993¢
216887
15038
1118558
1017949
100606
1064542
£1)938

2000

9816569
B514288
98049
71526
26494
121324
B0%90
26592
13352
185251
435914
1426218
865268
N437
45742
48151
121686
109296
185562
50580
118105
64415
27z
57515
560950
154809
26453
25052
55504
49009
2624
157057
66728
591688
662430
301622
57678
25530
1222
92621
14457
8718
70225
24971
458304
118733
32525
271am
37746
1930952
740489
119025
167712
238264
15487
119046}
1082118
108345
1140848
675421

2001

10127976
8869852
97885
731
24781
118737
72515
21082
19140
202286
469535
1341330
778871
31313
44862
41072

2040

103157
136934
49194
103694
69175
30200
57234
582459
167129
22111
22798
48846
46688
33376
151227
63406
607078
691578
206946
49960
25559
7417
93315
15088
9166
71159
25084
476834
118871
33588
283196
41499
2059197
192827
AG0055
170223
234393
179586
1276571
11696889
106872
1165880
698425

2002

10469601
9131169
95444
10819
24625
106524
62753
26834
16946
207328
482277
1352640
174784
421
45941
41943
107403
96525
124152
45785
116862
69642
31061
60029
577855
172880
21948
2091
5031
45662
26246
174363
E5534
615365
719575
304557
46336
26191
5358
95651
15684
11519
73376
26641
462961
118993
Ja6a4
276949
46156
21416889
B22728
417443
148390
237438
19458
1319162
1215892
103269
1188965
105227

24003

10960770
9542318
114332
BB267
26118
143345
931817
27238
22290
219976
496212
1359327
771794
Jz102
45134
6352
108304
94277
124001
48604
12409
82352
a7
82926
587522
187940
23107
16259
50310
45249
19148
179465
84034
637005
75148)
316576
51729
20079
8729
94360
16086
8858
75425
28220
489082
123546
18282
27337
49218
2244618
864623
445015
145887
7549519
18723
1379395
1274220
TO5T6S
1248530
733125

2004

11685901
10154273
142160
114673
27467
171341
114315
30333
26593
240271
539216
1427807
a07475
477
49335
54533
115193
103446
125461
45659
106942
70677
31196
67357
620413
161045
23119
17325
50687
45554
56621
196746
5714
686657
776919
344625
45142
29825
8510
111385
17580
10671
85337
31155
530619
130830
40243
302218
57328
2376770
907583
457792
158268
267747
24077
1470887
1164737
104149
1338190
792709

2005

12421685
10853091
133337
104123
2914
223815
150491
8755
36589
210454
605450
1450590
845060
8437
33018
58352
123732
111643
12736
46268
98225
80573
34733
68339
Bassig
159208
23230
1701
50245
46019
10903
201497
67060
722433
824653
364727
46262
549
9984
118425
17850
2473
91581
35584
557770
143309
4218
nNjdog
61734
2527949
988472
495860
188535
270995
25083
1538476
1428175
110302
1483927
859400

2008

13178378
11529271
121627
91118
30509
262406
180557
47196
58653
272736
846015
1577389
BBg42]
23780
37964
83449
121847
119511
144407
55270
99215
87665
6820
70785
a77978
160141
21720
16679
56840
47488
73800
236003
65362
173242
866527
87281
50288
38970
10826
122488
18308
11352
97808
37333
559587
134284
42583
217042
85377
2685771
1080925
518776
211922
ANTST
18470
1824847
1458258
126589
1566433
930568

2007

13807539
12064612
167907
137251
30655
275012
184678
45310
85025
281424
810842
1616826
921964
31448
544
62387
140391
125680
148294
58381
98454
36140
153483
72984
894561
174696
19783
16077
50859
47854
412
249185
66168
805218
892522
407188
558244
40548
10700
121622
19318
12018
101484
40255
586269
138792
43430
342391
61858
2811217
1091418
504425
237501
332488
17003
1719802
1586549
133253
1694145
1067780

2008
14284597

12424828
157695

3253-;5
306024
581537

1637871
914711

T22060

a167a7
865488
414958

621988

2848410
1084895
1783514

1805772
1095570

"07-'08 98-8
% Change
1L31% 5.58%
2.98% 5.53%
-5.08% 4.92%
18.30% 17.75%
8.74% BN2%
-4.80% 3.01%
1.29% 2.22%
-0.79% 1.40%
4.04% 3.38%
1.67% 4.67%
0.79% 4.45%
1.88% 4.73%
8.09% 5.5B%
1.32%  B.01%
-2.43% 5.80%
A.70% B.14%
6.59% 7.0T%
B. 1% 7 53%
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Code

Industry Thie

Value added {Millions ol dollars)

VA
VA
VA
VA
VA
VA
VA
YA
VA
VA
VA
VA
VA
VA
VA
VA
VA
VA
VA
WA
VA
VA
VA
VA
VA
VA
VA
VA
VA

VA
VA
VA

VA
VA
VA

Legal services
Compuler systams deslgn and relaled sarvicas
Miscellaneous profesaional, scienlific, and lechnical services
Management of companles and srterprises
Administratve and wasta management services
Administrattve and support services
Waste managament end ramediation servicay
Educational asrvices, heallh care, and 2oclal assisiance
Educalional services
Heetlh care and soclal essisiance
Ambufalory health care services
Hospitals and nursing and residential cara facifiiey
Social assislance
Arts, antertalnment. mcreation, accormmodabion, and food services
Arts, anterfainmenl, and recreation
Performing arts, speciator sporls, Museums, and retated sclivilies
Amuzements, gambling. end recrealicn Industriss
Accommodation end food services
Agcommodation
Food services and drinking places
Olhar servicas, excapt governmenl
Governmenl
Faderal
Ganaral govarnmanl
Governmeni enlerprises
State srd kocal
Ganeral government
Government anterpriaes
NIPA reconcillalion kem /1/
Addenda:
Grass domestic produc!, NWPAs
Less: Value added, all indusiries
Equals: NIPA reconcillation item 74/

Privale goods-producing tndusiries /3¢
Private services-producing Indusiries /4/
Information-communications-technaogy-producing Indusiries /5

hitphssvew bea govindus by gdptryind_data him
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Percepl Change in Gross Domeslic Product {GDP) for the Years 1996 - 2008
1598 1999 2000 2004 2002 003 2004
120893 127345 138126 145583 145762 154213 168743
92862 107792 125744 127064 127323 12430 126670
351555 378798 413254 428198 432152 454560 497005
156610 170458 183354 177636 183799 195502 210148
254047 280150 282373 269419 299958 20303 NSN5
231877 255407 257207 264073 273352 250899 J04336
22170 24742 25166 25348 26706 29403 10999
601537 634468 678436 739327 799566 657265 915268
67634 72774 79239 65004 03286 100098 106206
533904 561713 5853197 854233 T06300 T57189 807972
276083 2BB565 307824 336120 361803 34567 406664
274535 225566 238552 258044 281113 303854 330483
43282 47583 53022 56069 63384 87841 70628
305973 327774 350119 361468 381505 398882 427462
76824 BasD1 BA6TE 95684 102390 107188 113744
34834 3757 40012 42695 46731 49517 52713
42191 46044 46584 52989 55859 57611 B1021
229148 243973 26144} 265605 P 0] 291674 313718
78072 84297 90872 47447 49100 90692 98424
151077 159877 {70771 178318 190015 200882 215290
241145 217606 229112 241458 252521 265274 273690
1094456 1141217 1202681 1258325 1338432  t416433 1431526
352911 351980 arar49 385701 417325 446589 479354
293058 300904 215352 325685 352873 383934 412582
59853 50958 63387 £0036 84452 64655 83762
741585 779357 823932 a72622 g211p7 9e9B44 1012274
877223 111795 754226 BAOTES B4R936 896175 935844
64353 £7562 89706 71654 72169 73588 16430
1695417 1958869 2081485 27027496 2036693 2113266 2280802
5757084  B1GA304 6312602 6842155 7094276 7429072 7911670
365038 425042 4857486 424184 416624 421198 440488

005

179786
13870
544762
236130
358230
135193
33104
969729
113584
856145
438712
340961
T6472
451766
118141
54218
63924
333625
106068
227557
287493
1566794
501905
438239
63668
1068869
936647
60242

2443191
8409500
473649

2008

187516
152408
580843
248934
368927
3560869
32058
1025813
121060
904753
467011
356825
60217
4B4B66
126856
SE760
83138
357970
113713
244257
299464
1649195
527587
480138
67449
1121518
1037183
84335

2807447
8921824
406478

2007

198351
159252
640158
271251
415113
|25
33698
1086972
129531
957440
498101
373681
85658
513335
133647
61608
72038
379469
120894
256594
15634
1742926
554009
484229
59780
1168917
1098994
69923

2670587
9354025
516004

2008

283750
4284519

1157975
139254
1019662

536346
140124
396217
328798

153891
586564

1253407

2702248
9720379
535680

‘07-08 ‘99-"08
% Change
4.61% 581%
2.1% 5.92%
6.53% T55%
8.73%  8.27%
6.50% T.45%
4.48%  g.44%
4.70% 691%
4 41% 8.27%
354% 4.97%
5.57% 5.94%
5.88% 581%
5.42% 6.00%
1.13% 4.02%
3.50% 6.00%
3.81% AT4%
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Missouri-American Water Company

Correction of MoPSC Staff's Single Stage DCF using only Projected 5-Year EPS Growth Rates

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

Average

Expected Average Projected Projected Estimated Cost

MoPSC Witness Murray's Proxy Group Annual Dividend High / Low Dividend Growth of Common

of Four Water Companies (1) Price (1) Yield {1) Rate (2) Equity (3)

American States Water Company 1.05 33.992 3.09% B.75% 9.84%
Aqua America, Inc. 0.59 17.117 3.45% 9.30% 12.75%
California Water Service Group 1.19 36.788 3.23% 7.25% 10.48%
York Water Company 0.51 14.102 3.63% 6.75% 10.38%
3.35% 7.51% 10.86%
Proposed Dividend Yield: 3.35%
Proposed Range of Growth: 6.75% - 9.30%
Indicated Cost of Common Equity: 10.10% - 12.65%

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

{3) Column 3 + Column 4,

S1-¥Nd INpayss



Schedule PMA-17

Page 10of3
Missouri-American Water Company
Capital Asset Pricing Mode! (CAPM) Cost-of-Common-Equity Estimates
for MoPSC Staff's Four Water Companies Corrected
to Reflect a Risk-Free Rate and a Market Risk Premium which Accounts for
a Properly derived Historical Market Risk Premium and a Projected Market Risk Premium
l 2 3 4 2
Traditional Capital Asset Pricing Model
Beta Adjusted

MoPSC Staff's Proxy Group of Four Risk-Free Company's Market Risk Market Risk Cost of Common
Water Companies Rate (1) Beta (2} Premium {3) Premium (4) Equity (5)
American States Water Company 4.90% 0.80 7.68% 6.14% 11.04%
Agua America, Inc, 4.90% 0.65 7.68% 4.89% 9.89%
Califomnia Water Services Group 4.90% 0.75 1.68% 5.76% 10.66%
York Water Company 4.90% 0.65 7.68% 4.99% 9.89%

Average 4.90% 0.71 7.68% 547% 10.37%

Empirical Capital Asset Pricing Moedel
Beta Adjusted

MoP SC Staff's Proxy Group of Four Risk-Free Company's Market Risk Market Risk Cost of Common
Water Companies Rate (1) Beta {2) Premium {3) Premium (6} Equity {5}
American States Water Company 4.90% 0.80 7.68% 6.53% 11.43%
Aqua America, Inc. 4.90% 0.65 7.68% 5.66% 10.56%
Califormia W ater Services Group 4.90% 0.75 7.68% 6.24% 11.14%
York Water Company 4.90% 0.65 7.68% 5.66% 10.56%

Average 4.90% 0.71 7.68% 6.02% 10.92%
Average of Traditional and Empirical CAPM 10.65%

Notes on page 3 of this Schedule.
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Schedule PMA-17
Page 2 of 3

Consensus Forecasts Of U.S. Interest Rates And Key Assumptions'

History Consensus Forecasts-Qua erly Avg. .
------- Average For Week End-------- -—-Average For Month---- Lalest Q |+
Interest Rates Feb.19 Feb.12 Feb.S Jan29  Jan. Dec. Nov, 40Q 2009
Federal Funds Rate 0.12 0.13 0.13 0.12 0.11 0.12 0.12 0.12
Prime Rale 3.25 3,25 325 325 3.25 3.25 3.25 325
LIBOR, 3-mo. 0.25 0.25 0.25 0.25 0.25 0.25 0.27 0.27
Commercial Paper, 1-mo, 0.14 0.12 0.11 0.12 0.13 0.14 0.13 0.13
Treasury bill, 3-mo. 0.10 0.11 0.10 0.07 0.06 0.05 0.05 0.06
Treasury bill, 6-mo. 0.19 0.18 017 0.15 0.15 0.17 0.15 0.16
Treasury bill, 1 yr, 0.36 035 0.33 0.31 0.35 0.37 0.31 0.35
Treasury note, 2 yr. 0.89 0.86 0.83 0.86 0.93 0.87 0.80 0.87
Treasury note, 5 yr. 2.42 2.34 2.33 2.39 2.48 2.34 2.23 2.30
Treasury note, 10 yr. 374 3.69 3.66 3.66 373 3.59 3.40 346
Treasury note, 30 yr, 4.70 4.62 4.55 4.55 4.60 4.49 431 4.33
Corporate Aaa bond 5.44 5.36 £.29 5.28 526 5.26 5.19 5.20
Corporate Baa bond 6.45 6.36 6.25 6.23 6.25 6.37 6.32 6.33
State & Local bonds 438 4.34 4.36 4.39 4.33 4.21 4317 4.26
Home mortgage rate 4.93 4.97 5.01 4.98 5.03 4.93 4.88 4.92 ¥ .
History - E Consensus Forccasts-Quarterlv
IQ 20 3Q 4 1Q 20 3Q Q |19 1'2Q T3Q 4Q. 1Qi 2Q

Key Assumptions 2008 2008 2008 2008 2009 2009 2009 2009 | 2010 2010 . M 2010 2011 “2011
Major Currency Index 72.0 709 735 81.3 827 794 754 736 |4754 T75.67%75.9- 76 19763 76.6
Real GDP 0.7 1.5 -2.7 -5.4 -6.4 -0.7 2.2 59 300 3.0 29 3.0 30 3 |
GDP Price Index 1.9 1.8 4.0 0.1 1.9 0.0 0.4 04 H B 1.3 O I'.SA,-. L8 L7 |
Consumer Price Index 4.5 4.5 6.2 -8.3 2.4 13 36 3.4 220 1.6 3519 1,9 55271 2.0

Forecasts for inicrest rates and the Federal Reserve's Major Currency Index represent averages for the quarier. Forecasts for Real GDP, GDP Price Index and Consumer Price
Index are seasonally-adjusted annual raies of change (saar). Individual panel members® forecasts are on pages 4 through 9. Historical data for interes! rates except LIBOR is from
Federal Reserve Release {FRSR) H.15. LIBOR quotes available from The Wail Sireet Journal. Interest rate definitions arc the same as those in FRSR H.15. Treasury yields are
reported on a constant maturity basis. Historieal data for the Fed” Major Currency Index is from FRSR H.10 and G.5. Historical data for Real GDP and GDP Cheined Price Index
are from the Burcay of Economic Analysis (BEA). Consumer Price Index (CPI) history is from the Department of Labor’s Burean of Labor Statisties (BLS).

U.S. Treasury Yield Curve
Week ended February 19, 2009 and Year Agjo vs.
1 2010 and 2Q 2011 Consensus Forecasts

550 Yeer Ago 9 .50
5.00 T __x week ended 218110 I 500
4,50 + —e— Consensus 20 2077 - 4.50
4.00 4 e Consensus 10 2010 L 4.00
3.50 4 3,50
3.00 4 - 3.00
E 2.50 4 - 2.50
2.00 A - 2.00
1.50 ¢ - 1.50
1.00 4 - 1,00
0.50 4 - 0.50
0.00 7 + t -+ + 0.00
amo 6mp 1yt 2yr Syr 10yr 30w
Maturities
Corporate Bond Spreads
As of week ended February 18, 2009
T00 700
650 } Baa Corporate Bond £ 650
soo 1 Yield minus 10-Year £ 600
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500 + 500
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£ 300 ]
8 250
200 4
150 3
100 4
50 ]
o]

2006 2007 2008

U.S. 3-Mo. T-Bills & 10-Yr. T-Note Yield

(Quarterly Average) History Farecast

Percent

10-Yr. T-Note Yield. Consensus

Consensus

S-Monlh T-Blll Yield

......................

1Q
200% 2002 2003 2004 2005 2008 2007 2008 2009 2010

L o o B o B B i o e o

1 1Q 10 1Q 1Q 1Q 1Q 1Q 1Q

U.S. Treasury Yield Curve

As of week ended February 15, 2009
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Schedule PMA-17
Page 3 of 3

Missouri-American Water Company
Development of the Market-Required Rate of Return on Common Equity Using
the Capital Asset Pricing Model for
MoPSC Staff's Proxy Group of Four Water Companies

Notes:

(1) The average forecast based upon six quarterly estimates of 30-year Treasury Note yields per
the consensus of nearly 50 economists reported in the Blue Chip Financial Forecasts dated
March 1, 2010 (see page 2 of this Schedule). The estimates are detailed below:

30-Year

Treasury Note Yield

First Quarter 2010 4.60
Second Quarier 2010 4,70
Third Quarter 2010 4.80
Fourth Quarter 2010 500
First Quarter 2011 5.10
Second Quarter 2011 5.20
Average 9

(2) From Schedule PMA-20.

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

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

The 3-month and spot forecasted total market return of 13.65% minus the forecasted
risk-free rate of 4.20% {developed in Note 2) is 8.75% (13.65% - 4.90%). The Morningstar,
Inc. (Ibbotson Associates) calculated market premium of 6.60% for the period 1926-2009
results from a total market return of 11.80% less the average income return on long-term U.S,
Government Securities of 5.20% (11.80% - 5.20% = 6.60 o& This is then averaged with the
8.75% Value Line market premium resulting in a 7.68% market premium. The 7.68% market
premium is then multiplied by the beta in column 2 of page 1 of this Schedule.

{4) The traditional Capital Asset Pricing Model {CAPM) is applied using the following formuia:
R5=RF+B(Rm—RF)

Where Rs = Return rate of commaon stock

Rr = Risk Free Rate

$# =Value Line Adjusted Beta

Rwm = Return on the market as a whole

{5) Column 4 + Column 1.

{6) The empirical CAPM is applied using the following formula:
Rs=Re+ 25(Ru -Re )+ . 75B (Ru -Re)

Where Rs = Return rate of common stock

RF = Risk-Free Rate

$ = Value Line Adjusied Beta

Ru = Return on the market as a whole

Source of Information: Value Ling Summary & Index

Blue Chip Financial Forecasts, March 1, 2010

Value Line investment Survey, January 22, 2010 Standard Edition and Small
and Mid-Cap Edition

2010 Ibbotson Risk Premia Over Time Report - Estimates for 1926-2009
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Arithmetic versus Geometric Means

The equity risk premium data presented in this book are
arithmetic average risk premia as opposed to geometric
average risk premia. The arithmetic average equity risk pre-
mium can be demonstrated to be most appropriate when
discounting future cash flaws. For use as the expected
equity risk premium in either the CAPM or the building
black approach, the arithmetic mean or the simple differ-
ence of the arithmetic means of stock market returns and
riskless rates is the relevant number. This is becauss both
the CAPM and the building block approach are additive
models, in which the cast of capital is the sum of its parts.
The geometrit average is more appropriate for reporting
past performance, since it represents the compound aver-
age returm.

The argument for using the arithmetic average is quite
straightforward. In looking at projected cash flows, the
equity risk premium that should be employed is the sguity
risk premium that is expected to actually be incurred aver
the future time periods. Graph 5-3 shows the realized
equrty risk premivrn for each year based on the retums of
the S&P 500 and the income retum on long-term govem-
ment bonds. {The actual, observed difference between the
return on the stock market and the riskless rate is known
as the realized equity risk premium.} There is considerable
volatility in the year-by-year statistics, At times the realized
equity risk premium is even negative,

Graph 5-3: Fealized Equity Risk Premiumn Par Year
60 EquiyRiskPemiim(®)

%
s

I I T 17 I I 1 [ [
1925 3 45 55 65 75 BS j: ]
Year-end

Data fram 19262008,
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To illustrate how the arithmetic mean is more appro-
priate than the geometric mean in discounting
cash flows, suppose the expected retum on a stock
is 10 percent per year with a standard deviation of
20 percent. Also assume that only two outcomes are pos-
sible each year: +30 percent and —10 percent {i.e., the mean
plus or minus one standard deviation). The prabability
of occurrence for each ouicome is equal. The growth of
wealth over a two-year period is illustrated in Graph 5+4.

Graph 5-4: Growth ol Wealth Example

i

(=]
L]

The most common outcome of $1.17 is given by the geo-
metric mean of 8.2 percent Compounding the possible
outcomes as follows derives the geometric mean:

[(3+030)x(1-1)] - 1=0082

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

10,25 x $1.69) = $0.4225
+ {0.50 x §1.17) = $0.5850
+ [0.25 % $0.81) == $0.2025
Tatal $1.2100

2009 Ibhatson® SBRI® Valuation Yearbuok
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Therefore, $1.21 is the probability-weighted expected
value. The rate that must be compounded to achieve the
terminal value of $1.21 after 2 years is 10 percent, the
arithmetic mean:

s1x(1+0.10) % =12

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

$1x{1+0082)2 =$1.17

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

Appropriate Histerical Time Period

The equity risk premium can be estimated using any his-
tarical time period. For the U.S., market data exists at least
as far back as the late 180Ds. Therefore, it is possible to
estimate the equity risk premium using data that covers
roughly the past 100 years.

Qur eguity risk premium covers the time period from
1926 to the present. The original data source for the time
series comprising the equity risk pemium is the Center
for Research in Security Prices. CASP chose to begin their
analysis of market returns with 1926 for two main reasans.
CRSP determined that the time period around 7326 was
approximately when quality financial data became avail-
able. They also made a conscious effort to includa the
peried of extreme market volatility from the late twenties

and early thirties; 1926 was chosen because it includes

one full business cycle of date before the market crash of
1929, These are the most basic reasons why our equity risk
premium calculation window starts in 1926.

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

Schedule PMA-18
Page 3 of &

Does the Equity Risk Premium Revert to Its Mean

Over Time?

Some have argued that the estimate of the equity risk
premium is upwardly biased since the stock market is cur-
rently priced high. In cther words, since there have been
several years with extrasordinarily high market returns and

realized equity risk premia, the expectation is that retums

and realized equity risk premia will be lower in the future,
bringing the average back to @ normalized level. This argu-
ment relies on several studies that have tried to determine
whether reversion to the mean exists in stock market prices
and the equity fisk premium.! Several academics contradict
each other on this topic; moreover, the evidence supporting
this argument is neither conclusive nor compelling enough
to make such a strong assumption.

Our own empirical evidence suggests that the yeardy dif-
ference between the stock market total return and the
U.S. Treasury bond incoma retum in any particular year is
random. Graph 53, presented earlier, illustrates the ran-
domness of the realized equity risk premium.

A statistical measure of the randomness of a retum series is
its serial comrelation. Serial correlation (or autocomelation)
is defined as the degree to which the return of a given series
is related from period to period. A serial correlation near
positive one indicates that returns are predictable from one
period 1o the next period and are positively related. That
is, the returns of one period are a good predictor of the
returns in the next period. Conversely, a serial comelation
near negative one indicates that the returns in one period
are inversely related to those of the naxt period. A serial
correlation near zero indicates that the returns are random
or unpredictable from one period to the next, Table 5-3 con-
tains the serial correlation of the market total retums, the
reafized long-horizon equity risk premium, and inflation.

Table 5-3: Interpretation of Annval Serial Correlations

Serial Inter-
Series Comelation pretation
Large Company Stock Tota! Returns 0.04 Random
Equity Risk Premium 0.04 Bandom
{nflation Rates 0.64 Trend

Datz from 1926~7008

B0
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The significance of this evidence is that the realized equity
risk premium next year will not be dependent on the real-
ized equity risk premium from this year. That s, there is no
discernable pattern in the realized equity risk premium—it
is virtually impossible to forecast next year's realized risk
premium based on the premium of the previous year. For
example, if this year's difference between the riskless
rate and the return on the stock market is higher than last
year's, that does not imply that next year's will be higher
than this year's. Itis as likely to be higher as it is lower. The
best estimate of the expected value of a variable that has
behaved randomly in the past is the average (or arithmetic
mean) of ils past values.

Table 5-4 also indicates that the equity risk premium var-
ies considerably by decade. The complete decades renged
from a high of 17.9 percent in the 1950s to a low of 0.3 per-
cent in the 1970s, however, thus far the 2000s have shown
a -5.7 percent equity tisk premium. This look at historical
equity risk premium reveals no observable pattem.

Table 5-4; Long-Horizon Equity Risk Premium by Decade (%)

1890
1920s* 19203 19403 6505 19605 19705 1580s 1980s  2D00s"~ 2009

176 23 80 179 42 03 79 121 57 45

Data from 19252008,
*Based on the pevicd 1975~1923,
**Baced on the perind 2000-Z008.

Finnerty and Leistikow perform more econometrically
sophisticated tests of mean reversion in the equity risk
premium. Their tests demonstrate that—as wa suspected
from our simpler tests—the equity risk premium that was
realized over 1926 to the present was almost perfectly free
of mean reversion and had no statistically identifiable time
trends.! Lo and MecKinlay conciude, “the rejection of the
random walk for weekly retums does not support 8 mean-
reverting model of asset prices.”

Choosing an Appropriate Historical Period

The estimate of the equity risk premium depends on the
length of the data series studied. A proper estimate of the
equity risk premium requires @ data series long enough to
give a relisble average without being unduly influenced
by very good and very poor short-term retumns. When
calculated using a long data series, the historical equity
risk premium is relatively stable.® Furthermore, because an
average of the realized equity risk premium is quite volatile
when cafculated using a short history, using a long series

Schedule PMA-18
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makes it less likely that the analyst can justify any number
he or she wants, The magnitude of how shorter periods can
affect the result will be explored later in this chapter,

Some analysts estimate the expected equity risk premium
using a shorier, more recent time period on the basis that
recent events are mare likely to be repeated in the near
future; furthermore, they believe that the 1920s, 1930s, and
19403 contain too many unusual events. This view is suspect
because all periods contain "unusual™ events. Some of the
most unysual events of the last hundred years took place
quite recently, including the inflation of tha late 1570s and
early 1980s, the October 1987 stock market crash, the col-
lapse of the high-yield bond market, the major contraction
and consolidation of the thrift industry, the collapse of the
Soviet Union, the development of the European Economic
Community, and the attacks of September 11, 2001.

It is even difficuit for economists to predict the economic
environment of the future. For example, if one were ana-
lyzing the stock market in 1987 betore the crash, it would
be statistically improbable to predict the impending short-
term volatility without considering the stock market crash
and market volatility of the 192313931 period.

Without an appreciation of the 1920s and 133Ds, no one
would believe that such events could happen. The 83-year
period starting with 1926 is representative of what can
happen: it includes high and low retums, volatile and quiet
markets, war and peace, inflation and defiation, and pros-
perity and depression, Restricting attention to a shorter
histoncal period underestimates the amount of change
that could aceur in a long future period. Finally, because
historical event-types {not specific events) tend to repeat
themselves, long-run capital market return studies can
reveal a great deal about the future. Investors probably
expect “unusual” events to occur from time to time, and
their return expectations reflect this.

A Look at the Historical Results

It is interesting to take a look at the realized returns and
realized equity risk premium in the context of the above dis-
cussion. Table 5-5 shows the average stock market retumn
and the average {arithmetic mean) realized long-horizon
equity risk premium over various historical time periods,
Similarly, Graph 5-5 shows the average (arithmetic mean)
tealized equity risk premium calculated through 2008 for
different starting dates. The table and the graph both show

2003 Ibbotson™ SBBI® Valustion Yearbuok
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Table §-5: Stock Merket Retomn and Equity Risk Peamium Over Tima

Large Company

Siock Arithrmetke Long-Hortlzes
Length Feriod Mean Totl Equity Aisk
¥ ) Damps Ratum {%} Presdum {%)
83 1926~200B 1.7 - 6.5
70 1939-2008 119 6.3
50 1949-2008 124 63
50 19592008 10.6 38
40 1953-2008 10.6 32z
30 15792008 125 5.0
il 1983-2008 104 42
15 19942008 8.7 31
10 19952008 0.7 4.5
5 20042008 DG 4.7
Data From 19252008,

Graph 5-5: Equity Risk Premium Usmp Gitferent Sterting Dates

10 Average Equity Risk Premium though 2008 (%)

5

T ] ] L J I T T Tl
f1:r- T L] 45 ) 65 75 5] 95 123
Year-end

Data from 1925-2008

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

Looking carefully at Graph 55 will clarify this point. The
graph shows the realized equity risk premium for a series
of time periods through 2008, starting with 1926. In other
words, the first value on the greph represents the average
realized equity risk premium over the pariod 1926—2008.
The next value on the graph represents the average real-

Schedule PMA-18
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ized equity risk premium over the period 1927-2008, and so
on, with the last value representing the average over the
most recent five yaars, 2004-2008. Concentrating on the
left side of Graph 5-5, one notices that the realized equity
risk premium, when measured over lang periods of time,
is relatively stable. In viewing the graph from left to right,
maving from langer to shorter historical periods, one sees
that the value of the realized eguity risk premium begins
to decline significantly. Why does this occur? The reason
is that the sevara bear market of 19731974 is receiving
proportionately mors weight in the shorter, more recent
average. If you continue 1o follow the line to the right,
however, you will also notice that when 1973 and 1974 fall
out of the recent average, the realized equity risk premium
jumps up by nearly 1.2 percent.

Addrtionally, use of recent historical periods for estimation
purposes can |ead to illogicat conclusions. As seen in Table
55, the recent bear market in the early 2000's and in 2008
has caused the realized equity risk premium in the sharter
historical periods to be lower than the long-term average.

The impact of adding ane additional year of data to a
historical average is lessened the greater the initial
time period of measurement. Short-term averages can be
affected considerably by one or more unigue observations.
On the other hard, long-term averages produce more stable
results. A series of graphs looking at the realized equity
risk premium will fllustrate this effect Graph 5-6 shows
the average {arithmetic mean) realized long-horizon equity
risk premium starting in 1926. Each additional point on
the graph represants the addition of another year to the
avarage. Although the graph is extremely volatile in the
beginning periods, the stability of the long-term average is
quite remarkable. Again, the "unique™ periods of time will
not be weighted heavily in a long-term averege, resulting
in a2 more stable estimate.
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Missouri-American Water Company
Total Returns on Large Company Stocks
1926 to 2008

Large Company Stocks

2002
2008| 1974
1931 1937 1930

2001
2000
1973
1966
1957
1941

1990
1981
1977
1969
1962
1953
1946
1940
1939
1934
1932
1929

2007
2005
1994
1993
1992
1987
1984
1978
1970
1960
1956
1948
1947

2006
2004
1988
1986
1979
1972
1971
1968
1965
1964
1959
1952
1949
1944
[1926]

2003
1999
1998
1996
1983
1982
1976
1967
1963
1961
1951
1943
1942

1997

1995

1991

1989

1985

1980

1975

1955

1950

1945

1938 1958

1936 1935 1954
1927 1928 1933

-50%  -40%  -30%

-20%

-10%

0%

10%

20%

30% 40%  50% 60%

Arithmetic Mean: r,=Xr, / n
t=1

Source : [bbotson SBBI - 2009 Valuation Yearbook - Market Results for

Stocks, Bonds, Bills, and Inflation -1926-2008, pp. 166-167,
Morningstar, Inc., 2009 Chicago, IL
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Missouri-American Water Company

Total Returns on Large Company Stocks
1926 to 2008

Large Company Stocks

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

1/ n
Geometric Mean: 1, = [ A\ Voj -1

Soutce : bbotson SBBI - 2009 Valuation Yearbook - Market Results for
Stocks, Bonds, Bills, and Inflation -1926-2008, pp. 166-167,
Morningstar, Inc., 2009 Chicago, IL
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134 128 w6 126| WE[ 155 71 158 167 1BA[] e 82| 49| 27.7| 40| R6| 184 Avg Ann'l PIE Ratlo 15.0
Ri] B4 18 .78 B 81 ST 103 86| 100 182 | 123 147 ] 150 17| 17| w2 Relative PIE Ralle 135
S3% | 66% | 67%| 5B%| 55% | 50% | 4.2% | 42% | 39% [ A6% | 35% | 6% [ 31% 25% 25% | 29% | 29% Avg Ann'i Div'd Yiald 24%
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Common Stack 18,512,032 shs. 101% | 53% | 104% [ 9.5% | 56% | 66% | 85% | 81% | 93% [ 86% | 9.5% | 10.5% |RefurnonCom Equity | 12.0%
as of 11/3/08 20% [ 30% | 6% | 33% | NMF | 0% | 28% | 27% | 38% | 3% | 45% Retained to Com Eq 6.5%
MARKET CAP: $650 million {Small Cap) 7% | 6a% | 65% | 6% | 113% | M% | 6% | 67% | SB% | 6% | % 41l DIv'ds to Net Prof B
CURgfﬁl‘T POSITION 2007 2008  920/08 BUSINESS: American Slates Water Co, operates as a holdng  ers in the ity of Big Bear Lake and in areas of San Bemardino
Cash Assols 1.7 7.3 7.4 | company. Through its principal subsidiery, Golden Siate Waler County. Acquired Chapamel City Walet of Arzone {10V00). Has
Othet 614 _ B33 _ 923 | company, H supplies weler to more than 250,000 cuslomers in 75 roughty 675 emplayees. Officers & directors own 2.5% of common
Current Assels 637 T 606 887 | communties in 10 counties. Service wrems incude the greatar  stock (409 Proxy). Chaitmen: Lioyd Ross. President & GEO: Floyd
Bgcb?upavﬂﬂe g%g ggg g-:;; metopaiitan areas of Los Angeles end Qrange Counlies. The com-  Wicks. Ing; GA, Addr.: §30 East Foolhill Boulevard, San Dimas, CA
Other ue 574 26,5 40,4 | Ppany elso provides electic uliity services 1o nearly 23,250 custom- 91773, Talg,; 909-394-3600. Infernel: www.Sswaler.com.
Current Liab. G43 1374 990! American States Water posted im- growing infrastructure requirements men-
Fix, Chg. Cov. 314% _283% 352% | pressive third-quarter growth. Indeed, tioned above, the cash-strapped entity will
ANNUAL RATES Past  Past Estd'06'08| the water utillty reported earnings of have to continue to seek outside financing,
gg;:? m:’;% 5;’3% m;z;;;t $0.52 a share, as revenues advanced 17%. with debt and share offerings likely bec-
-Cashiﬁa;w- 55% B0% 65% | toarecord $101 million. oming commonplace, The higher interest
Eamings ask 55% 85% | Expectations should be tempered a rate ard share count associated with these
Dividends Jie 20%  45% | bit, however. Last year's third-quarter transactions will Iimit the benefits of the
. - - figures were relatively weak. The expansion of the nonregulated business.
cal- | QUARTERLYREVEHUESimil) | Ful | December-period comparisons are far more These shares are not too intriguing at
endar | Hard? Jun.30 Sep. 30 Dec. 31| Year | formidable. Plus, although the top line is this juncture. Share-price momentum
06 | 43 B30 750 863 | 2686 likely to continue being the beneflclary of has tapered off in the months following
07 [ 723 793 758 4B | 304l favorable general rate case rulings from our October review and is likely to remain
008 | 689 8D3 853 842 | 3MBF tpe California Public Utilities Commis- relatively stagnant over the coming six to
2009 | 796 936 1018 00 ‘;gg slon, operating expenses look to be on the 12 months as the emergence from the
w10 | 859 100 108 97.0 rise, as evidenced by the most recent recession continues to galn steam and in-
Cel- EARNINGS PER SHARE A Ful | double-digit increase. Already decaying in- vestors regain confidence and take a more
endar |Mar31 Jun. 3 Sep. 30 Dec. | Year | fragiructures are only growing older and aggressive stance. The longer-term picture
006 | 35 36 32 .30 | 13 requiring more investment. Much in that is not much better, with burgeoning
007 | 40 42 4 35| 162| yein, we anticipate that the company had financing costs curbing 3- to 5-year share-
2008 | 30 53 8 43 ;55 trouble meeting last year's share-net total holder gains. Although risk-averse inves-
gg?g gg g; gg :; 23: in the fourth quarter, despite a healthy tors may be intrigued by the issue’s in-
- - v - high single-digit top-line advance. For come component ﬁn a much anticipated
Cel- | QUARTERLY DMDENDSPAID®» | Full | many of the same reasons, bottom-line move the board recently raised the
endar |Mar31_Jun.30 Sepdd Dec3i| Yeof | orpuith for full-year 2010, though healthy, quarterly dividend by 4% to $0.26 a
2006 | 226 225 .25 2% 91| will likely pale in comparison to the levels share), it should be noted that there are a
007 | 23 235 A5 250 98| witnessed in 2009, number of better income sources, particu-
2008 | 250 20 20 250 | 300 The company's balance sheet is mot larly in the utility genre, w choose from.
2009 | 250 20 20 280 | 14| exactly seductive. In order to meet the Andre J. Costanza January 22, 2010
(A} Primary eamings. Exdudes nnnrecumng {B) Dividends historically paid in eary March, Comfangs Financlal Strength B+
ainsifiosses): ‘04, 14¢; 05, 25¢; ‘06, 6¢: '08, | June, September, and December. = Div'd rein- Stack's Price Stability 80
? Price Growth Parsistence 70

27¢). Nexl earnings reporl dus lale February.

May not add due to rounding.
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RECENT Trailing: 3.7 Y| RELATVE VD 0/
AQUA AMERICA NYSE-WR PRICE 17.57 RATIO 20 g(Memag B4 ) PIE RAVIO 1-21 YLD 3-4 |
gh: 1 ¥ 0] 21,
TMENESS 3 wrecosmm | FOY '35 17".2' ‘53| 'S4| 'sR| 8| 13| T3 R ws| B3| nid ;‘g 2 t ;gﬁ Rza';: s
SAFEFY 3 womesyu  [LEGEWDS - o o
TECHNICAL 3 Lowered V10 Qe by ineal Rate 48
BETA 65 (1.00=Markeq 44or-3 spit 186 9
WTTA PR EREE R ! e %
Ann'l Total | Soed spit 12103 ciord W - 2
High P::I:‘ [’qfa‘;l;’- ';?:l'l/:n ‘w&l‘?&ei i - = ] ]ll:' M £
Low 20 [+15%| 3% | Sheded wer: pror T Ul 1%
Inslder Decisions Lowest mmlm:gm sz L
FMANJJABO | Wil (it rradey 8
e e o i "
bid 00060000 0T J . e v - e e ., % TOT. RETURN 1208
Institutional Declisions ARG Nl | "I o g
o 000 X9 | payrany . T sTace o
s W o e . i W W
HSuol) 63551 64341 60196 T T 5. 64 159
1993 (1904 | 189501996 | 1997 (1998 2000 2003 (2004 (2005 2006 (2007 (2008 [ 2009 2010 [ ©VALUELIREPUB, INCl12-14
170 182 184 18| 202 209 241 246 297 | 348 385 | 4D3I| 452 463 495 535 [Revenues persh .45
A2 A2 A7 50 56 61 .12 6 d . B 108 21 126 1.3 142 | 1.70| 1.85 |"Cash Flow" per sh 240
24 26 .28 30 M A0 42 Al 51 5 .57 B J 70 n n 89 .90 |Earnings parsh A 1.25
2 2 22 i 24 26 ril 28 30 32 35 37 A0 A4 4B .51 55 .59 | Div'd Decl'd per sh B J0
A7 45 52 Ab 58 B2 80 6] 109 120 132 i 18 | 205 179 198 189] 195 [Cap'l Spending par sh 215
229 241 248| 269 2B 329 342 385( 495) 436| 534 | 589 630 | 696 | 132 782| 7.90| 435 |BookValuspersh 10.35
5040 5917] ©374| 6575 6747 | 72.20 | o680 [ 11062 | 11397 | 11315 [ 12345 [ 12798 | 12057 | 13233 | 13340 135.37 | 136.30 | 737.00 [Commen Shs (uist'g © | 139.00
WAl 135] 120 56 78| 25] N2| w2| 6| 06( A5 25 HE[ W7 320 48| 222 &vg Annl PIE Ralio 2140
85 88 B0 S8 103 17 21 118 1.2 129 140 13 169 | 187 170 150 148 Relative P[E Ralio 140
5% | 60% | 62%| 49% | 3% | 29% | 30% | 33% | 25% | 25% | 25% [ 23% | 18% | 18% | 21% | 28% | 30% Avg Ann'l DIv'd Yield 2.0%
CAPITAL STRUCTURE as of /30109 257.3 | 2755 | 302 | 3220 | 3672 | 4420 | 4968 | 5335 | 6025 | 627D [15] 735 |Revenues ($mill} 900
I;tglelgfgg ;;giﬂﬁi?i"-frum ;:gggm’i;\“- 450 | 507 | 85| 627| 67.3| @00 | &2 920 | 50| 675( 108| 123 |NetProfit $mill 115
s e A e botol ] : - 38.4% | 389% | 39.3% | 38.5% | 39.0% | 304% | 3b.4% | 356% | 38.9% | 30.7% | 35.0% | 39.0% |Income Tax Rale 0%
Y ere eamed: 3 e ety | ool el | | | | . 20% | 3M%| 20%| 26% [AFUDC%toNalProlt | 20%
529% 520% 522% | 54.2% | 51.4% | 500% | 52.0% 51.6% 554% | 54.1% | 54.0% | 52.0% |Long.-Term Debt Ratio 48.0%
Ponsion Assets-12/08 $112.2 mil. 46.7% | A78% | 47.7% | 45.8% | 4B.6% | 500% | 48.0% | 48.4% | ¢4.6% | 45.9% | 46.0% [ 47.0% [Common Equity Ratle 52.0%
Ptd Siook None Oblig, $204.7 mill. [~762.7 | 801.1 | 990.4 | 1076.2 | 1365.7 | 1457.3 [1650.4 [ 10044 | 21914 | 23066 | 2276 | 2345 |Total Capital ($mill) 2765
oL 11364 | 12504 | 1368.9 | 1450.8 | 1824.3 | 2069.8 | 2280.0 | 25060 | 2792.8 | 2607.4 | 2150 | 3300 [Net Plani {§miil] 3500
o . \GE2T0613 sharet T6% | T4% | 7B% | 16% | 64% | 67% | 60% | 64% | 53% | 5% | 6.0% | E5% [RetumonTolsl Cop | 15%
122% | 11.7% [ 123% | 127% | 102% [ 10.7% | 112% |100% | 97% | 9.3% | 10.0% | 10.5% [Return on Shr. Equity 12.0%
MARKET CAP: §2.4 billion {Mid Cap) 123% | 147% | 124% | 127% | 102% [107% | 11.2% | 100% | 87% | 9.3% | 10.0% [ 10.5% |Return on Com Equity 12.0%
CURRENT POSITION 2007 2008 9r30/00 | 4.3% [ 4% | 61% | 52% | 42% | 46% | 48% | 3™ [ 32% | 284 | 3.5% | J1.0% |Retalned to ComEq P 5.0%
CotblL) 145 143 g 5% | 0% 5% | 5% | SO% | 5% | S6% | 63% | 67% | 0% | 66K | 69% |AllDivds to Nel Prol 5%
Receivables g62.9 845 86.1 [ BUSINESS: Agua America, Inc. is the helding company for waler others. Water supply rovenues '08: residential, 60%; commercial,
'c’)‘:';‘ee’;'ory (AvaCsl) gg 12% }%g and waslewaler uliliies hat serve approximately lhrea milion resi-  14%; industrial & other, 26%. Officers and direclors ¢vn 1.3% of
Current Assets ﬁ.lm _12T0 _1§T§ dents in Per\ns'yivapla, Ohlo, North Carofina, [inois, Texas, New  |he common slock (408 Praxy). Chairman & Chiet Executive Ol
Accls Payable 458 50.0 26.3 Jeraay, Flonda, lnqrana.. ar!d frve alher s!alg1 Drvesle.d lhreg uf ficer; Nichdas DeBensditlis, Incorporaled: Pennsylvania. Address:
Debi Due 808 EB1.9 54.8 | four non-water businesses in '91; telemarkeling group in 'S3; and 762 Wes! Lancaster Avenue, Bryn Mawr, Pennsytvania 19010, Tel-
Cther _ 566 _ 55.3 _149.0 | others. Acquired AguaSource, 7/03; Consumers Waler, 4/99; and  ephong: §10-525-1400. Int www.aqL com.
gl‘:t"g‘”"g;‘v ;gg.]: ;gg; 32255;; During the September interim, Aqua (Aqua Georgia Inc) may be bolstered by
e -——— America lost some ground on a year- further purchases in this region. Also,
am‘;wxs P sp.;'.;' E‘::'?f{‘as over-year basis. Although revenues were WTR expanded its Aqua Pennsylvania
Revonues 8.0 9.0% &5% | up slightly from the prior year, earnings division in December, purchasing the as-
“Cash Flow" 8.5% B0% 100% | dropped a penny, as unfavorable weather sets of Athens Township Autherity, and
aa\n""‘j"e"gdss ;"gzz g'gg’z 12?;2 conditions and higher operating costs hurt subsequently signed a 20-year contract to
Book Valua 95% 100% 60% | profits during the third quarter. Looking provide water services. Addltionally, the
QUARTERLY REVENVES s mil ahead, though, $75 million in rate cases filed in 2009
o |Marat Jamad Sep30 Doc 3t \f“" the company probably ended the year should, if judged in Aqua's favor, boost
enday |7an:l cun.? Sep- 8¢ * | on a good note. A number of rate-relief revenues and earnings over the next few
;ggg }Eg :?}); }gg }gg? ssggg cases were set 1o be decided in the fourth )l(_vilam
2008 [1393 4510 1771 41535 | 6270 | Quarter which, if approved, should provide ese shares are a neutral choice for
2000 |1545 4673 1808 1724 | 675 | @ slight last-minute beost to the top and the coming six to 12 month period,
a0 185 185 185 190 | 735 | bottom lines. Also, management has been but hold some appeal for the long
EARNINGS PER SHARE A Ful actively working to reduce operating costs, haul. One attractive trait is the steady
eﬁ::r MarH Jun30 Sep.30 Dec.3t Your | @nd the benefits of these efforts should dividend yield. which was raised 7.4% dur-
2006 a 1'7 2'1 m m help widen margins. For the year, we ex- 1ing the fourth quarter of 2008. The compa-
07 | BB B e ‘74| pect a total increase in revenues and earn- ny has histeorically raised its payout every
2008 | 1 47 2% 4¢ | 73| ings of $48 milllon and $0.07 a share, year, and this will most likely continue
2000 | W 49 95 .22 ‘gp| respectively, but it should be noted that over the coming 3- to 5-year stretch. Alsa,
0 | 45 ;2 2 .35 00| last year included a gain from the sale of the top- and botton-line gains we project
o | QUARTERLY OVIOENDS PADBs | fun | 105 underperforming Woeodhaven system. over the 2012-2014 horizon give this equi-
m:a'r Mar3! Jund0 Sep30 Dec. Y:a! Agua America should continue to ex- ty good recovery potential. Conservative
167 11'5 .11'5 m pand its reach through acquisitions investors should alse take note of the high
;gg? ‘1|t1); 15 28 428 58 and rate-relief cases over the next few scores for Stock Price Stability and Earn-
%008 | 125 425 1% 4% ‘51 | years. The company has acquired a Ings Predictability, as well as the below-
2009 | 435 435 135 {45 ‘55 | wastewater treatment plant in Lumpkin the-market average Beta coefficlent.
2040 County, Georgia, and this new subsidiary John D. Burke January 22, 2010‘

{A) Diluted shares. Exd, nonrec. gains
{lossas): ‘89, (14¢); 00, 2¢; '01, 2¢; 02, 5¢,

'03, 4¢. Exd. gain lrom disc. aperations: 'S5,

2¢, Nexd samings report due early Fabruary
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RECENT PE Tralling: 1.5 §| RELATIVE DD
CALIFORNIA WATER wvse.cor R 36.83 o 18.4 Geie 500 1,060 3.2 el |
High:| 338 az, 26.9 a4l e . . ) !
TMEUNESS 4 oo | M| 238 320 B2 Br| %9 %1 go] 62| w9 93] | | TerpptPriceRense
SAFETY 3 \owerizin  [LEGENBS

TECHNICAL 3 ioveea1ansgs | dded by Iners! e o
BETA 75 {1.00=Merke) o1 splt VS8 i
[ 207214 PROJECTIONS | BoGeapmn i meessin.  f——m — {1+ T F L 1 L Y

) Ann'l Total | Latest meession began 1220 48
Price  Gain  Retum — T = 0

High 60 !+55% 15% I L) | LT e TR e )
Low 40 +10% 92 1 Ty" RO YR I 3
insider Decisions IIIW,:L R = - Fil

FuabJdiasofll 1. .4 A
By DGO O0DOCOOD S T ma o . 16
instiutional Daclslons il , *T01. E“R:m
jonde 1 M [ poeey g ] Lh srock  ROtY |
toB 83 78 56 | ghares & I — 11w -182 B0E

to L 81 35 75 | raded 3 53 3yr 0.7 19 [
a8 10000 10018 _ 9635 1YY, FTITET ! Sy, 132 259
1593 (1994 [1995 (1996 | 1997 | 1998 [1599 (2000 (2001 2002 (2003 2004 [2005 [2006 |2007 [ 2008 (2009 (2010 | ©VALUELINEPUB, INC{ 12-14

13M | 1255 1347 | 6446 1548 | 1476 1596 | 1616 1626 | 17.03 | 16.37 | 17.48 | 1744 | 1620 | 17.76 | 1980 ) 21.35 | 2210 |Revenues per sh 21.80

225 202 207 Z2s0| 292| 260 275 252 220 | 265( 251 28 3| 2N KRY) 372 4.05| 425 ["CashFlow" pareh 4.80
13 1.2 197 1.5 1.83) 145 1533) 1.3 54 125 1.21 1.46 147 134 160 | 180 1.99 | 210 |Earnings parsh A 160
.86 99 102 1.04 106 1.07 1.0 1.10 1.12 1.12 1.12 112 1.4 .15 1.15 117 118 1.19 | Div'd Decl'd per sh & = 1.25
25| 23 217 283 281 21| 34 245 409 582 d38| 37| 401 428 68| 482| 4520 525 [Cap'l Spanding persh 525
10080 1.5 | 12| 1222 13.00) 1338 | 1343 [ 1290 | 1295 | 1332 | 1444 | 1566 | 1579 | 1815 | 1850 | 1944 | 2000 | 19.75 |Book Value persh< a0
1138 | 1249 [ 9254 1262] 1262 1262] 1204 1595 1598 518 | 1693 | 1237 ] 039 [ 2066 | 2067 | 2072 [ 21.00 2425 [Common Shs Outstg T [ 2100
138 141 137 119 126 178 7.8 196 219 18| 2 201 08 282 %1 198 183 Avg Ann't PIE Ratip 19.0
80 = 92 a5 13 0 (] 127 1.39 1.08 1.26 106 133 158 139 1.20 1.26 Relalive FfE Ratlo 1.25

§2% | 58% | bd% | SB% | 46% | 42% | A0% | 43N 44% | 45% [ 420 | 3% | 3% | 29% | 0% | 3% | 1% Avg Ann'l Div'd Ylelg 5%
CAPITAL STRUCTURE a3 of 8/30/09 2064 | 2448 | 2468 | 2832 | Z7TA | 356 | 3207 | 3¢7 | B | 4103 4t 410 |Revenues {$miil) € 350
Tota) Debt $357.9 mill. Due In 5 ¥rs £40.0 min. 198 200| 144y 06| 194 260| Z2,| 256 2| 398 420) 450 |Mel Profit (§mill 0.0
LTDebLSITASmN. LT Interest $25.0mil.  —37gu ™32 3% | 304% | 30.7% | 30.5% | 06% | 424% | 374% | 0.9% | 37.7% | 40.0% | J9.0% |Income Tax Rate 0%
(LT Inferest eamed: 7,85 olalin. cov. 6.6x) | o ool oo 0a% | a2% | a3 |106% | 8% | &% | 8% | soom [AFUDC % toNet Promt | 10.0%

46.9% | 4858% | 50.3% | 55.0% | 50.2% | 48.6% | 48.3% | 435% | 429% | 41.6% | 47.0% | 46.5% [Long-Term Deb! Ralio 48.5%

Pension Assets-12/08 366.8 mil, S20% | 50.2% | 48.8% | 44.0% | 49.1% | 50.8% | 51.1% [559% | 56.6% | 5B4% | 53.0% | 51.5% |Common Equity Ratio 51.5%

Otbllg. 3192.9 mi. 3328 | 3808 [ 4027 | 4531 | 4984 [ 5659 | 5681 | 670.1 | 6748 [ €904 | 795 805 [Total Capital (Smil) 959

Ptd Stock None 5154 | 5820 | 6243 | 6970 | 7595 [ 8003 | 8627 | 9415 | 1010.2 [ 14124 | 1175 | 1240 |Net Plant [Smll} 1425
Common Stock 20,744,052 shs. T6% | G8% | 53% | 50% | 56% | 6.1% | 63% | 57% | 50%| 11% | 7.0% | 7.0% RetumonTotatCapl | 8.0% |
es of 11209 112% | 10.0% | 72% | 94% | 78% | 89% | 93% | 68% | 81% | 53% | 10.0% | 10.5% |Return on Shr. Equity 12.0%

114% [ 101% | 72% | 95% | 79% | 90% | 93% | 68% [ B1% | 9.9% | 16.0% | 10.5% |Returnon Com Equily 12.0%
'EARKETCAP-' $775 million {Small Cap} 5% | 1.8% | NWF ([ 1.0% | 2i% [ 2% | 0% | 18k | 38% | 40K | 5.0% Retalned to Com Eg B.5%

CUR:;;H_T POSITION 2007 2008 9facig9 0% 82% ‘ 1% | 90K 9N% | 7% [ Ta% | BE% % | 61% | 59% | 58% Iﬂiw'dstt:l?it!tl’l’l:pf 4%
Casal Ass)els 6.7 139 471.6 | BUSINESS: Californin Water Service Group provides regufated and  breakdown, "08: residential, 69%; business, 18%; pubfic aulherilies,
Other _533 _ 659 _ 92.8 | ponmegulated waler service \o roughly 463,600 customers in B3 5%; indusirial, 5%; alher, 3%. '08 seporied depreciation rate: 2.4%.
Current Assets 60.0 ~ 798 1404 | communilies in Califomin, Washinglon, New Mexico, and Hawaii Has roughly 928 employees. Chalrman: Rabert W, Foy. President &
Accls Payable 35-77' 451 544 | Main service areas: San Francisco Bay ares, Sacramento Valley, CEQ: Peter C. Netson (4/09 Proxy). Inc.: Delawers. Address: 1720
gﬁ?‘:rl)ue 33'3 43%% ggg Salinas Vailey, San Joaguin Valley & parts of Los Angeles. Ac- North First Siieet, Sen Jose, Caiilomia 95112-4598. Telephone:
Cument Uzb. —60.7 4232 1a0.g | quired Rig Grande Corp; Wesl Mawaii Utiites (8/08) Revenus 408-367-8200. Inlemel: www.calwatergroup.com.

Fix. Chg. Cov. 333% _398% 430% | Improvements on the regulatory front persisted in the fourth quarter and will
[ANNUAL RATES Past  Past Estd’06'08| augur well for California Water Serv- only intensify going forward. As a result,
cichengeipersh) 18Ym.  5¥s k424 | jee Group's top line. Indeed, earlier rate we've temperecF our expectations, estimart-
Rgvenues 20% g'g% 28% | Increases handed down by the Californla ing that CWT barely broke even in the
Earmirgs .. To% 85% | Public Utilitles Commission (CPUC) final quarter of 2009 and that earnings
Dhvidends 10% 05%  15% | epabled the water utllity to post record- growth will not be anything to write home
Book Value 0% 65% 20% | hioh revenues of $139.2 million in the about for full-year 2010.

Cnl- | QUARTERLY REVENUES(SmiL)E | Fuy | third quarter, a 6% improvement from the The stock has fallen a notch for
endar |Mar31 Jun30 Sep30 Dec.| Year | year before. We look for similar growth in Timeliness and is now ranked 4 (Be-

2006 | 652 BL1 1078 806 [ 3347 | the fourth quarter and for full-year 2010, low  Average). Recent share-price

2001 ( M6 998 1138 858 | 3671 | Meanwhile, the company filed its 2009 declines, coupled with the tough outiook,

2008 | 729 1056 1317 1004 | 4103) general rate case during the period, seek- make this an unattractive selection for the

2000 | Be7 1167 1392 1054 | 448 | {hp $71 million In 2011 with increases of coming six to 12 months.

010 | 910 12 146 11 | 410 | nearly $25 milllon in 2012 and 2013. It Its 3- to S-year appeal is better, but

Cal- EARNINGS PER SHARE A Full | was CWT's first consolidated request, still lacking in our opinlon. CWT does
endar (Mar31 Jun30 Sep.30 Decd1| Yesr | covering all 24 districts, and a ruling may not have the finances on hand to meet the

2006 | 04 M 88 3t | 134 well take 18 months to be made, We ex- rising infrastructure costs that are likely

2000 07 31 67 39| 130 pect a relatively favorable outcome given to amount over the next couple of years.

008 00 48 106 2 190 the CPUC's more recent disposition. The share and/or debt offerings that will

09 | a2 58 84 M 189 yywever, operating costs appear to be be required to help improve the balance

00 | 9160 100 .39 | 210 g5 the rise, too. Despite the top-llne ben- sheet will come at a price, with the higher

Cal- | QUARTERLYDMIDENDSPAIDE» | fulf | efits mentioned above, share earnings fell share count and interest rate expenses
endsr | Mar.31 Jun.30 Sep.30 Dec.31| Year | 119 in the September perlod and came In limiting potential shareholder gains. Al-

2006 | 2875 2875 2875 .2875| 1.15| a dime below our estimate. Operating ex- though the dividend yield lsoks healthy at

2007 | 2% 290 200 290 | 1.i6 | penses swelled 10%, as aglng Infrastruc- first blush, those seeking an income

2008 | 203 293 283 283 | 117 tures required greater malntenance, and vehicle have better options available, par-

2009 | 265 295 285 295 | 1.16| the increased demand drove up distribu- ticularly on a risk-adjusted basis,

010 tion costs. We suspect that these trends Andre J. Costanza January 22, 2010
{A) Basic EPS. Excl, nanrecurfing gain {loss): | (B} Dividends historically paid in mid-Feb., ;(:1) Inct, deferred charges. In '08; $3.9 mik., | Comrang‘s Flnancial Strength B++
‘00, (T¢} ‘01, 4¢: 02, 8¢. Next eamings report | May, Aug., and Nov. » Div'd reinvestment plan | $.19/sh. Stock's Price Stability 0
dug eany Febnsary, available. 'D{ In reiicns, adjusted fof spoL Price Growth Persistence 75

E) Excludes non-eg. rev. Eamings Predictabity B0
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0 RECENT 14 08 TRALLING 21 3 RELATIVE 1 19 Ov'D 3 60/
YORK WATER C NDQ--yoRW PRICE ' PERATIO & 1.4 |PERATIO |, YLD /0
3 10.22 13.45 13.48 14.03 11.87 20.99 18.55 16.50 17.95 High
- = 5.67 5.20 9,33 11.00 11.67 1533 15,45 613 §.74 Low
PERFORMANGE 3 Avurage LEGENDS
— 12 Mo3 Mov Avg _" o T e 18
Technical 3 HAvarege ‘Z:fr:\r'-r:}:l?s%zsnnmh . : als .ll'll/lu" I N LAYy e llnl,LU“ [ ] 13
ST 3 awmee [ pozeies LTRSS T e
vas | g Lhd b LAY f
BETA B 1.00 = Market} | [ {igi R ; T
{ ;s b - e i )
4
Financll Strangth Bt * 3
Price Stabillty 85 2
Price Growth Persistenca 55
. § — 350
Eamings Prediciability 5 7 i i [Py I T | S S O T TN N VOL.
3 o e Tl T b By g LOTE LTI AT 0 BT LA E T TITTHTIA T {iheats.)
© YALUE LINE PUBLISHING, INC.| 2001 2002 2063 2004 2DD5 2006 2007 2008 2009 2010/2011
REVENUES PER SH 2.05 2.05 217 2.18 2.58 2.56 2719 2.89 -
“CASH FLOW’ PER SH .59 57 65 £5 19 a7 B5 &8 -
EARNINGS PER SH 43 .40 47 49 56 58 a7 57 6658 BECMNA
OIV'D DECL'D PER SH 34 .35 37 39 A2 A5 .48 49 -
CAP'L SPENDING PER SH 75 .66 1.07 2.50 1.69 1.B5 1.69 217 -
BOOK VALUE PER SH 3.79 3.90 4.06 4.65 4.85 5.84 5.87 6.14 -
COMMON SHS OUTST'G [MILL) 8.46 9.55 963 10.33 10.40 11.20 11.27 11.37 -
AVG ANN'L P/E RATIO 178 26.9 245 257 263 3.2 303 24.6 21.3 21.3/NA
RELATIVE P/E RATIO RV 1.47 1.40 1.36 139 1.68 1.61 1.48 -
AVG ANN'L DIV'D YIELD 4.3% 3.3% 3.2% 31% 2.9% 2.5% 2.8% 3.5% -
REVENUES (SMILL} 19.4 196 209 225 28,8 287 314 328 - Bold fgures
NET FROFIT [$MILL] 4.0 3.8 44 4.8 5.8 6.1 6.4 6.4 - am consensus
INCOME TAX RATE 35.8% 34.9% 34.8% 36.7% 36.7% 34.4% 36.5% 36.1% - earnings
AFUDC % TO NET PROFIT 2.2% 3.7% - — — 7.2% 36% 10.1% — wstimales
LONG-TERM DEBT RATIO 41.7% 46.7% 43.4% 42.5% 44.1% 48.3% 46.5% 54.5% - and, using the
COMMON EQUITY RATIO 52.3% 53.3% 56.6% 57.5% 55.9% 7% 53.5% 45.5% - recen! prices,
TOTAL CAPITAL ($MILL) 68.6 69.9 69.0 836 40.3 126.5 125.7 153.4 - P/E ratios.
NET PLANT [$MILL} 102.3 106.7 116.5 140.0 155.3 174.4 191.6 211.4 —
RETURN ON TOTAL CAP'L 7.9% 7.4% 8.5% T.6% 8.4% 8.2% 6.7% 57% -
RETURN GH SHR. EQUITY 11.2% 10.2% 11.4% 10.0% 11.6% 9.3% 8.5% 9.2% -
RETURN ON COM EQUITY 11.2% 10.2% 1.4% 10.0% 11.6% 9.3% 9.5% 8.2% -
RETAINED TO COM EQ 2.5% 1.3% 26% 2.1% 3.0% 2.2% 1.7% 1.4% -
ALL DIV'DS TQ NET PROF 78% BB% 7% 789% 4% 7% 82% B5% -
Ano. of analysls changing sam. esi. In las! 9 days: 0 up, U down, conasnavy Syear eamings growth 7.5% per yeer. BRased upon 4 analyxis' adfimales. CBased upon 4 enalysis' astimaias.
ANNUAL RATES ASSETS ($m) 007 2008w NDUSTRY: Water.Utility:
of change {per share) §Yrs, 1Y% | Cash Assels Q 0 K|
Revenues 53% 5% | Receivables 52 59 57 | BUSINESS: The York Water Company engages in the
E‘;:;:JM Z‘_g:‘: 35% l“"ee":‘“? (Avg cosl) g ; 1-? impounding, purification, and distribution of water in York
Dividends 60% 30% | oot Assats &8 s 17 County and Adams County, Pennsylvania. The company
Book Valug 9.0% 0% ’ ’ supplics watcr for residential, commercial, industrial, and
ARTERLY SALE i Property, Plant other customers. Tt has two reservoirs, Lakc Williams,
Fcal | AR LY SALES Bmll) L | Ein. oost 2201 2460 which is 700 feel long and 58 feet high, and creates a
2ol 14 79 B3 18 |31 ::T’PT')E:&T“"“ 13.}:2 2‘3::5 2209 | Teservoir covering approximately 165 acres containing
w238 15 78 86 B¢ |328| Oher 126 217 215 | about 870 million gellons of water; and Lake Redman,
20| BB 82 98 Total Assels 2110 2404 2489 | which is 1,000 fect long and 52 feel high and creates a
123110 reservoir covering approximatcly 290 acres conlaining
Fiscal | EARNINGSPERSHARE | Full | hp oo™ 4y 20 ,¢ | 2bout 1.3 billion gailons of water. It also has a 15-milc
Year | 1Q 20 30 40 |Year| pgp Duay 150 aT g3 | pipeline from the Susquehanna River to Lake Redman that
123108] 12 44 17 15 | 53 | Olker _32 _35 __ 43 | provides access to an additional supply of water. As of
1231007 A2 15 15 45 | 57 | Cument Liab 214 142 162 | December 31, 2008, the company served approximaiely
1231708) .11 a3 A5 18 | 57 176,000 residential, commercial, industrial, and other cus-
123108 18 A7 18 A7 tomers. In November, the company compleled the Beaver
R e AT LONG-‘I"EBﬁI';l’%EBT AND EQUITY Creek Village watcr system acquisition. Has 110 employees.
Cal- | QUARTERLY DIVIDENDS PAID [Funl| ™ ° C.E.Q. & President: Jefirey R. Hines. Inc.; PA. Address: 130
endar | 12 20 3Q 40 |Year| Totel Debt $63.3 mil. Dueln5¥rs. NA | East Market Sireet, York, PA 17401. Tel.: (717) 845-3601.
2007 [ 418 418 18 g1 [ a7 | LT Debt 3740 mil Internet; hitp:/fwww.yorkwaler.com.
ncluding Cap. Leases NA
|| i
2010 | 128 Leases, Uncepltalized Annual rentsls NA Jannary 22, 2010
Penglon Liabliity 598 mil. in ‘0B ve. $4.0 mill. In 07
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN
1009 20°09 agrog | PId Stock None Pid Biv'd Pald None Dividends plus appreciation as of 12/3/2009
:: 25 :; 32 ::': Common Stock 12,411,181 shates 1% o Gap 3 Mos. 6 Mos, 1% 3 Yrs, 5Yrs.
Hid's{000} 1958 2411 2941 ¢ g 561% -3.72% 24.34% -10.37% 30.61%
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Line No,

1.

Apply Canyon Utility Company

Missouri-American Waler Company

Derivation of investment Risk Adjustmenl Based upon
Ibbotson Associales' Size Premia for the Decile Portfolios of the NYSE/AME X/INASDAG

Based upon MoPSC Staff's Proxy Group of Four Water

a. Companies

MoPSC Staff's Proxy Group of Four Water Companies

Notes:

("
4]

(3)
)

Applicable Decile of

Spread from

the NYSE/AMEX/ Applicable Size Applicable Size
Marke! Capitalization (1) NASDAQ (2) Premium {3) Premium for (4}
{ millions } {times smaller)
3 655.329 1.5 7-8 211%
$ 979.633 7 1.73% 0.38%
(A) ) {C) (D) €)
Size Premium

Smallest (Returm in

Company in Largest Company in Excess of

Decile Decile Decile Midpaint CAPM) (2)

{ millions } { millions ) ( millions )

1 - Larges! $ 14692016 3 328,725.255 $ 172208635 -0.37%
2 5,975.836 14,691,668 10,333.752 0.74%
3 3,428.570 5,936.147 4,682.359 0.85%
4 2,386.985 3414634 2,900.810 1.15%
5 1.602.429 2,384.026 1,983.228 1.69%
6 1,063.333 1,600.169 1,331.751 1.73%
T 685.129 1,063.308 874.219 1.73%
8 432175 684.790 558.483 2.49%
9 214,194 431.256 322,725 2.85%
10 - Smallest 1.007 214111 107.559 6.28%

Source: 2010 Ibbolson Risk Premia Over Time Report - Estimates for 1926-2009

From Page 2 of this Schedute.
Gleaned from Column {D} on the botlom aof this page. The appropriale decile (Column (A)) corresponds to the
market capitalization of the proxy group, which is found in Column 1.
Corresponding risk premium to the decile is provided on Column {E) on the bottom af this page.

Line No. 1a Column 3 — Line Na. 2 Column 3 and Line No. 1b, Column 3 — Line No. 3 of Column 3 etc.. For
example, lhe 0.38% in Column 4, Line Na. 2 is derived as follows 0.38% =2.11% - 1.73%.
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Missouri- itan YWater

ompan

Markel Capitalization of Missouri-American Waler Company, and
MoPSC Stalf's Proxy Group of Four Waler Companies

1 2 2 4 3 6
Commen Stock Shares Book Value per Market-io-Book
Qutstanding at Fiscal Share at Fiscal Tolal Common Equily at Average Stock Ratio on March Market
Company Exchange Year End 2009 Year End 2009 (1} Fiscal Year End 2009 Markel Price (2) 24, 2010 {3} (4) Capitalization (3)
{ millions } { millions ) { milfions )

Missouri-American Water Company NA NA 3 3139.373 (6} NA,
Based upon MoPSC Staif's Proxy Group of
Four Water Companies 193.1 % 3 655.329
MoPSC Staff's Proxy Group of Four Waler
Cormpanies
American States Water Co. 18.532 § 19.395 5 359.430 H 33.992 1753 % 5 629.951
Aqua America, Inc. 137.149 8.085 1,108.904 17.117 211.700 2,47.575
Calitornia Water Service Group 20.765 20.257 420634 36.788 181.600 763.903
York Water Company 12.559 6.921 96.922 14,102 203.800 177.103
Average 47.251 3 13,665 $ 493.973 3 25.500 1931 % $ §79.633

NA= Nol Available

Noles:

m
(2
3
)

(5}
(6}

Colymn 3/ Colump 1.
From Scheduls 17 of the Stait Report.
Column 4/ Column 2.

The markel-ic-book ralio of Missouri-American Watar Company is assumed to be equal to the avarage markat-to-book ratio of

MoPSC Staff's proxy group of four water companies.

Column 5* Celumn 3.

From Schedule PMA-1, page 4. 2009 annual data nal available at the end of February 2010, the tima of MoPSC Staff's rate of

relum analysis.

Source of Informatian: 2009 Annual Forms 10K
yahoo.finence.com
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Schedulo PMA-22

Poge 10f2
Mizsoun-American Water Compery
Fully- Lithgsted Authorized Returs on Common Equity end
Commeon Equity Ratios for Elncrric and Natursd Gas Dstritubon
1)) 2) =1 ) ] 18
Imphind Equity
Ralo Incraasn Remm on Retum on Comman Moody's A Retold Risk Premium
Compan Cese |dertification Servica Dete M) Rale Base Equir Equity Rbho. Lility Bones {1} t3
Pubic Sorica Co. of OK Ce-PUD-200800144 Electric 11472009 55.3 B3l % 05 % 441D % THD % 290 %
Cleweland Eloc Muminming Co COT-0554-EL-AIR (CET) Eleciric 12472009 820 645 0.50 4500 854 1.96
Ohig Edison Go. C-07-0551-EL-AIR (OE} Blectric 12172008 88.90 8.48 10.50 %00 .54 985
Talerio Edisan Co CO7-0551-EL-AIR (TE) Edectric 172172009 38.50 B.AB 10.50 4900 6.5 396
Unvor Eleclric Go C-ER-2008-0218 Elecing 172772000 161.70 B34 10.78 2.01 854 422
Icano Power G, CAPC-E-08-10 Bectric 132009 27.00 8.18 10.50 48.27 6,5 106
Hags Englsnet Ges Comparmy DPU D8-15 Natuwel Ges 2272009 LT T.7a 10.08 M 19 a5 s
Unitad lliumineting Co. D=DB-07-0ut Blectnc Har2008 610 75 B.TR 50,60 854 221
Irciiera Michigan Power Go Condd306 Electric Na2009 1910 7.62 10.50 4580 &m 'RL]
Soutnemn Calfamia Edesan Co. Ap0T-11011 Ebectric 3122009 306,10 ars 13.50 48.00 a3f LAY
Tenrma Eleciric Ca. D-08IMT-E) Ebaciric V112009 147.70 a9 1128 ATa8 ax ags
Northem Rimds Gas Co. D-08-0253 Netue Gy V22009 80.20 B.09 D47 51.07 L% ] lar
ALLETE (Mimnesous Power) D-E-015GROB-415 Elecaric ArN2009 2040 845 10.74 S 8.30 444
PadlCap D-08-0135-38 Ebeciric: 472472009 45,00 8.6 10.61 51.00 42 4.9
Consokdmed Edson Co of NY C-OB-E-05X% Elocnc 521.40 772 40.00 B0 642 158
Peoplea Gas System D-020318-GU Henwral Gas 52008 19.20 0.50 078 48.51 £42 431
Idaho Power Co CRCE-0-0T Elecine 572072000 10.50 B.18 10.50 9 d48 402
Centrs! Huaon Gas & Electnc C-DE-E-DBAT Elecine &22/2000 38.60 7.28 10.00 4100 S48 151
Meavexia Power Co. D-DB- 12002 Eiectric 82472009 2270 B.65 10.80 415 648 4
Minnesoln Energy Resaurces D-G-007,D31GR-DB-BI5  Nawml Gas 2072009 1540 7.96 10.21 4877 640 72
T Nahwal Gas Comp D-08-1208  Nalurel Gas L2000 (18.20) 7.82 8.31 5252 649 283
Southom Connectiat Gas Co D-DB-1707  Neturel Gas 711772009 {12.50) 805 [:F] 52.00 6.20 .08
Oncor Etectnc Osllvery Co. 025717 Electnc 23172009 11830 828 10.25 40.00 507 4.28
Hormem Stabes Power Co - MH D-E-DO/GROB- 1085 Blectric AZIT09 B1.40 (1~ 10.66 5247 543 5.as
Southwost Gas Cap D-D9-D4 D03 (Southern) Haurel Gas ArzB2009 1760 T40 10.15 47.05 551 4.82
Southwest Gas Cap 0-D3-DA DY [McaAThem) Hausnl Gas Rl ri-aral i {0.5a) B.X 1045 4T.08 55 4.62
Bury Siata Gas Ca. DPUDS  Mausal Gos AANZ009 19.10 BB B.85 5387 551 442
Consumess Enargy Ca. CAL-S3645 Blectric 117272009 13940 &94 10,70 4051 58 sa17
G CO8-1TEAG4TT Kol Gay A1/20/2009 &40 (1 pds 4234 5.55 300
Massachusers Eleeme Co. DPU 0539 Eroctre 117202009 £1.90 785 10,35 4115 6.55 4.80
Wisconsin Electric Poswer Ca. D-5-UR- 104 (WEP-EL) Bactric 12Ne2p0s 2500 B8 1040 5am 564 475
W oo Power end Ligil Co GEBD LR-417 (phec) Becnc 1282009 58.60 9.81 10.40 508 564 475
Wirconsin Eleciric Power Co. D-5-UR- 104 (WEP-GAS) Neussl Gas. 12162009 {2.00) B85 10.40 a2 564 475
Whooraln Gas LLG D-5-UR-104 (WG) Nt Gas. 121672009 5.70 909 10.50 46,62 564 4.86
Wisconsin Power end Light Co D-6680-UR-117 [gas)  Nohael Gas 121K 5.50 a4 10.40 5038 564 4.76
Madisan Gas end Electric Co D-3270-UR- 116 [t} Elactric 1277272009 11.80 8.67 1040 55 564 475
Horthem Steies Power Co - W1 D-4220-UR-116 (e} Elecing 12722208 .40 B.93 1040 52.30 564 478
Madison Ges end Elacide Ca. D-3270-UR-118 [gna)  Neturel Gens 12222009 {1.50) 0.86 1040 5534 564 478
Oaimarva Power & Lighl Co. 3 Eleciric T2/3/2009 7.50 7.98 10.00 a9.57 562 435
Intpralate Power & Lighl Co. D-RPU-2005-0002 Elecing 14010 83.70 B91 10.80 49,52 564 515
Drozroil Edeson Co. C-L-15188 Elecinc 112019 217.40 .02 1100 3845 564 538
CanterPaint Erergy Resources D-G- 0D/GR-DA-10TS Halumi G 200 40 80 0.0y 1024 5255 564 460
Shaore Gan Co. O-08-0166 Heral Ges W20 1380 615 1033 5800 5.7 454
Peoples Ges Light & Coke Co. o-08-0167 Herel Ges 2z00 §9.80 B.05 023 56.00 5.9 444
Auros Erergy Corp. SUD BAES Meturel Gea 1262010 270 B.50 10.48 4801 5.8 461
Eloctric Co 0-io8s Elactric 287010 pak ] 70 9.80 4275 5.78 4.01
FacfiCorn O-0a-124-21 Electric 2182010 ILa0 8.4 10.50 51.00 577 483
CernerPoint Enorgy Ressaurets GUD a2 Mol Gas 223010 5.0 6.65 10.50 55.60 51T A7)
Palamac Elsctnc Power Co. F.C 1078 Elaciric 22010 10.60 e.01 9.83 4518 57T 3.86
Florkda Pomes Corp. D=090078-E1 Elecinc w010 126.20 7.88 10.50 45734 577 473
SourcoGes Oistribatir LLC O-WG-0080 Halure! Gas 252010 180 T.80 9.80 4055 51T 383
Florida Power & Lig Go. D-080877-E1 13 ¥1r201a 7550 6.5 10.00 47,00 5.8r 4.13
MudAmaricen £nergy Co. DUS031Z Al Gas 22412010 270 7.60 10,13 4708 .87 4.26
Aurroe Energy Corp. D-30u42 Malurg! Ges 332010 250 8.61 10.70 arro 5.87 4.83
Aversge H 58.3 B.18_ % 1012 % 4878 % £02 % 430 %
Averpge Impled Equity Risk Premium 430 %
Proyacied Yiski on A Rated Public Utilly Bangs (3) 612
042 %

Implied Common Common Equity Cost Rete
Actusl A rmlod yesid represents the ywid of the previous month ¥ the order wirt Bsd on or after the 15t of each month, or
the yeeld of hwo manittes orior X Tie Order wars e o0 ar bedore the 15th of each month, For eampls, the yield for 171400
t3 the A reted Public LEity yheid for Novernber 20006 ared the yield for 1721419 is he A rated Public Lulity yeald for Decerroer
08

Cavunn 3 - Cotumn 5.
Fram Page 2 of this Schode,

Cogyrght 2010 SML Finandal LC



Schedule PMA-22
Page 2 of 2

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

Blue Chip Forecast of Aaa Corporate Bonds Ending Q2 2011 (1): 5.60 %

Adjustment to Reflect Spread Between Aaa Comorate bonds and A Rated

Public Utility Bonds (2) 0.52
Adjusted Prospective Yield on A Rated Public Utility Bonds 6.12 %
Notes:

(1)  From page 2 of Schedule 17.

(2) Three month spread between Moody's Aaa corporate and
A rated utility bond yields ending February 2010,
consistant with Staff's DCF study.

Source of Information:
Biue Chip Financial Forecasts, March 1, 2010
Mergent Bond Record, March 2010, Vol 77, No. 3.



Missouri-American Water Company

Summary of Cost of Capital and Fair Rate of Return
Based upon the Pro Forma Capital Structure of at April 30, 2010

Schedule PMA-23
Page 1 of 49

Schedule PMA-1
Page 1 of 15
(UPDATED)

Type of Capital Ratios (1) Cost Rate

Long-Term Debt 50.40% 6.36% (1)

Short-Term Debt 0.00% 3.62%
Total Debt 50.40%

Preferred Stock 0.33% 9.20%

Common Equity 49.27% 11.35% (2)
Total 100.00%

(1) Company-provided.

Weighted
Cost Rate.

3.21%
0.00%
3.21%
0.03%
5.59%

8.83%

(2) Based upon informed expert judgment from the entire study, the principal results of which are

summatized on Page 2 of this Schedule.



Schedule PMA-23
Page 2 of 48

Schedule PMA-1

Page 2 of 15
{(UPDATED)
Missouri-American Water Company
Brief Summary of Commen Equity Cost Rate
Proxy Group of Six Proxy Group of Eight AUS
AUS Utility Reports Utility Reports Gas
No. Principal Methods Water Companies Distnbution Companies
1. Discounted Cash Flow Model (DCF) (1) 10.55 % 9.10 %
2. Risk Premium Model (RPM) (2) 10.81 10.53
3. Capital Asset Pricing Model (CAPM) (3) 10.85 10.04
4. Comparable Earnings Model (CEM) (4) 13.50 NMF
5. Indicated Commeon Equity Cost Rate
before Adjustment for Business Risk 11.85 % 10.15 %
6. Business Risk Adjustment (5) 0.05 0.15
7. Range of Indicated Common Equity
Cost Rate After Adjustment for
Business Risk 11.90 % 10.30 %
B. Financial / Credit Risk Adjustment (6) 0.32 0.21
9. Range of Indicated Common Equity
Cost Rale After Adjustment for
Business and Financial / Credit Risk 12.22 % 10.51 %
e —_——
10. Recommended Common Equity Cost 11.35%
Rate

Notes: (1) From page 16 of this Schedule.
(2) From page 33 of this Schedule.
(3) From page 41 of this Schedule.
(4) From pages 45 and 46 of this Schedule.
(5) Business risk adjustment to reflect Missouri-American Water Company's greater business risk due to
its small size relative to the proxy groups as detalled in Ms. Ahern’s direct testimony.

(6

—

Financial / credit risk adjustment to reflect Missouri-American Water Company's greater financial /
credit risk relative to the proxy groups as detailed In Ms. Ahern's direct testimony.



Line No.

Missourl-American Waler Company

Derivation of Investmeni Risk Adjusiment Based upon
Ibbatson Assacietes’ Size Pramla for Ihe Decile Portiolios of the NYSE/AMEX/NASDAQ

Notes:

(1} From Page 4 of this Schedule.
{2} Gleaned from Column (D) on the bottom of this page. The appropriate docile (Column {A)} correspends to the
markel caollelizalion of the oroxy orouo, which |s found in Column 1.

(3) Corrasponding risk premium to the decila Is pravided on Column {E) on the bottom of this page,

1 2 3 4
Applicable Decle of Spread from
Markel CapHalization on April 5, tha NYSE/AMEX/! Applicable Size Applicable Size
2010 (4) NASDAQ (2} Pramium (3} Pramium for (4}
{ mitlions ) {times larger)
Missoun-American Watsr Company
. Based Upon the Proxy Group ef Six AUS Ulility Reports Waeter
Comoanips - 660.080 7-8 211%
Based Upon tha Proxy Group of Eight AUS Utiity Reponis Gas
Distibution Comparnies $ 556572 8 2.49%
Proxy Group of Six AUS UKty Reports Watar Companies s B06.468 12 x 7-8 211% 0.00%
Proxy Group of Elght AUS Uliity Repons (3as Distibullon
Cornpanlas 5 1,630.049 29 x 5-8 1.71% 0.78%
(A} (B ) ) E)
Slze Premium
Recent Average [Retym in
Number of Recent Total Market Market Excess of
Dedcile Companies Capitalization Capltalization CAPM) (2)
( millions ) { millions ) [ millicns )
1- Largest 168 3 6,087,379.357 $ 48,020115 £.37%
2 176 1,681,320.126 3 9,552,955 0.74%
3 174 802,997,270 $ 4514927 0.85%
4 185 566,025,344 3 3,059,598 1.15%
5 215 435313426 3 2024714 1.69%
6 241 319,576.916 3 1,326.045 1.73%
7 305 281,895.344 $ 924,247 1.73%
8 17 197,085.62% $ 472.627 2.49%
g 560 178,722.563 3 319,147 2.85%
10 - Smallest 1381 118,048.288 3 88.735 6.28%

*From pages 7 and 11 of this Schedule

(4) Line Ne. 1a Column 3 — Line Mo. 2 Column 3 and Line Nao, 1k, Column 3 — Line No. 3 of Column 3 etc.. For
axample, the 0.00% In Column 4, Line No. 2 Is derivad as (oflows 0.00% = 2.11% - 2.11%.
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Comparny

Misoun-American Water Company

Baged Upan Lha Proxy Groap of Sb AUS UKy
Heparts Watar Companiey

8380 LDCN (18 Froxy WIoup of Egnt AL
Likey Reports Gas Clatribution Companes

Prowy Group of Sbe AUS Uity Repons Waler

Companies

Amencan Siales Waiet Lo
Aqun America, Ing,

Calfarnls Waler Sorvice Group
Middiesax Waler Compony
S1w Corporalan

York Waar Compary

Average

Proxy Group of Eight AUS Lty Repofis Gas
Cistribuan Companias

AGL Resowrces, Tnc.

Atmos Energy Corp

Deta Natural Ggs Company
\aclede Group, Inc.

Morlewest Naturdd Gés Company
Piedrrom Maturel Gas Co., Inc.
Scuttwes) Gea Carporation
WL Holding, e

Average

NYSE
NYSE
Ny SE

MNYSE
HASDAD

NYSE

NYSE
NYSE
NYSE
NYSE
NYSE
NYSE

oo,

Schedule PMA-23

Page 4 of 49
Schedule PMA-1
Page 4 of 15
(UPDATED)
Miayourt-Amarican Weler Company (CORRECTED)
Market Capitelizalion of United Weter New York, Inc
the Prozy Group of Six AUS Uity Reports Waler Companias.
A Lt RN
a 2 2 4 H 13
Cormmon Stock Sheres Botk Vahe per Total Comemon Closirg Slock Mg |- 1o Book Merket
Quistanding = Fiscat Shera i Facd Equty al Focal Merket Price an Rt on Aprd 5, Capdakzation on
Year End 2009 Yesr End 200% (1) Yenr End 2009 Aprl 5. 2010 2010 {2} Aprd§. 2010 {3)
{ o ) mllom | [L T
A NA 3 310.373 (4} A
— i | s——CTT
1095 % (5) § 580.080 (6)
i
164.0 % (7) & 556.572 (B)
18522 $ 18.285 3 359430 3 35.950 185.4 % £ 666.237
137 140 8.085 1,108,804 47.960 = 2462.192
20765 20,257 420634 3A.500 1929 BO7 758
13.548 10.220 139611 11.650 1708 8.610
18.500 13,683 252.756 26.240 1921 % 485430
12.559 6.971 B8.6272 14 140 7043 177.580
36.837 $ 13.108 13 304713 5 25.140 1848 N 3 806, 468
— — e
77 500 3 22.588 5 1.730.000 L 39.250 1708 % $ 3,041.875
92.552 .M 2176.761 29290 125.0 2,720.085
3.318 16.725 55493 6.320 1753 97.285
22168 3. 517.000 M 240 146.8 750.038
26.50) 24579 660.105 47,480 1B0.B 1,250.788
73.266 12.664 927.848 27.640 216.0 2,022 874
45.092 24,442 1,:02.127 30,680 125.5 1,383 414
50.443 21891 1.097.638 25,020 160.0 1,756.025
48.822 3 21.302 3 1.039.645 £ 124 164.0 % 3 1.630.049
— e

hA = Nl Avelsble

{1) Cokamn 3 / Column 1

{2) Cohrm 4 { Colm 2.

{3} Column 5 * Column 3

{4} From Missoun-American Water Co.'s 2009 Atrud Report Lo the Misouw? Pubdc S¢vvits Commission.

{5} The marke!-Io-book raila of Masous-American Water Company on Ap 5, 2010 ks assumed Lo be equal to the gvensge rerkal-to-book rabo at Apr
5, 2010 of the proxy group of abo AUS ULty Reports waler companies.

{B} Mimsour-Amencan Water Company's common stock, H raded, woukd trsde al & markel-to-book ratio squal Lo the swernge market-to-book matio 61
Aprl5, 2010 of the proay group of aix AL Lility Reparts waler comparses, 184 5%, and Miysour-American Werer Company's marke! caplalzaton
on April 5. 2010 woukd Ihevefore heve been 5660.080 muion ($660.080 = $338.373 * 184.5%,).

(7) The markel-lo-book ralic of MissourbAmerican Weler Camparty on April 5. 2010 Iy essumed to be equal o The avesrsge market-to-bock ratio at Aprh
5, 2010 of the proxy grouts of aighl AUS WMy Reparts gas dstribullon companies.

(2] Mascuri-American Weler COmpamy’s comeon stock. § reded, wouk? irada at a market-10-book rzlio equal 1o 1ha avetage markel-to-book relc at
Apel 5, 2010 of the proxy group of eight AUS Lty Reports ges dearibution companies, 154.0%, and Misousi-Amesican Water Compam’s markel
capletzamon on Aprl 5, 2010 would thertdore hovt been 8556572 miion. ($555.572 = $339.353 * 164.0%)

Source of Informaton:  Fopar Ortire's bl etrix databese

yohoo.finarcs. oom



Schedule PMA-23
Page 5 of 49
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Chapter 7

Firm Size and Beturn

The Firm Size Phenomenon

One of the most remarkable discoveries of modern finance
is that of a relationship between firm size ard retumn.
The mlationship cuts across the entire size spectrum but
is most evident among smaller companies, which have
higher returns on average than larger.ones. Many studies
have Iooked at the effect of firm size on return’ In this
chapter, the returns acrass the entire range of fim size
are examined.

Size and Liguidity

Capitalization is not necessarily the underlying cause of
the higher returns for smaller companies. While smaller
companies are usually less liquid, wilh fewer shares traded
on any given day, not ail companies of the same size have
the same liquidity. Stocks that are more liquid have higher
valuations for the same cash flows because they have a
lower cost of capital and commensurately lawer returns on
average. Stocks that are less liquid have @ higher cost of
capital and higher retumns on Fverage.!

While it would be very useful to estimate the equity cost
of capital of companies that are not publicly traded, there
is not a direct measure of liquidity for these companies
because there are no public trades. Thus, there is usu-
2lly no share tumover, no bid/ask spreads, etc. in which
1o measure liquidity. Even though Yiquidity is not directly
obiservable, capitalization is; thus the size premium can
serve as a partial measure of the increased cost of capital
of a |ess liquid stock.

Size premiums presented in this boak are measured from
publicly traded companies of various sizes and therefore do
not represent the full cost of capital for non-traded com-
panies. The valuation for a non-publicly traded company
should also reflect a discaunt for the very fact that it is not
traded. This would be an liquidity discount and could be
applied to the valuation directly, or altematively refiected
a5 an liquidity premium in the cost of capital.
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This chapter does not tell your how to estimate this incre-
mental liquidity valuation discount {or cost of capital
liquidity premium) that is not covered by the size premium,
At the end of this chapter, we show some empirical results
on the impact of liquidity on stock returns,

Caonstruction of the Decile Portiolios

The portfolios used in this chapter are those created by
the Center for Research in Security Prices {CRSP) at the
University of Chicego’s Graduate School of Business.
CRSP has refined the methodology of creating shze-based
portfolios and has applied this methodslagy to the entire
universe of NYSE/AMEX/NASDAO-listed secunties going
back to 1926.

The New York Stock Exchange universe excludes closed-
end mutual funds, preferred stocks, real estate investment
trusts, foreign stocks, American Depository Receipts, unit
investment trusts, and Americus Trusts. All companies on
the NYSE are ranked by the combined market capitaliza-
tion of their eligible equity securities. The companies are
then split inte 10 equally populated groups, or deciles.
fligible companies traded on the NYSE. NYSE AMEX,
and the Nasdag National Market [NASOAQ) are then
assigned to the appropriate deciles according to their
capitalization in relation to the NYSE breakpoints. The
portfolios are rebalanced, using closing prices for the last
trading day of March, June, September, and Oecember.
Securities added during the quarter are assigned to the
appropriate portfalio when two consecutive month-end
prices are available. i the final NYSE prce of 2 secu-
Aty that becomes delisted is a month-end price, then
that maonth's retum is included in the quarterly retum of
the sacurity's portfofio. When a month-end NYSE price is
missing, the month-end value of the security is derived
from merger tenms, quatations on regional exchanges, and
other sources. If a month-end value still is not dstermined,
the last available daily price s used.

Base security returns are monthly holding peried returns.
All distributions are added to the month-end prices, and
apprapriate price adjustments are made to accoun? for
stock splits and dividends. The return on a portfolio for one
month is calculated as the waighted average of the returns
for its individual stocks. Annual portiolio retums are calcu-
lated by compounding the monthly portfolio retums.
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Table 7-1: Size-Decile Portiolins of 1he NYSE/AMEU/NASDAD
Number of Companies, Historica) and Recent Market Capitalizicn

Hisirical dverape Rexznt Decila Recent
Peceniage FAerenm Masket Percentage
of Towa! Mumber of Caphallration of Total
perile Canitafivats - . o Thossnds] p——
i 63.26% . 168 $8,067,379,357 63.78%
2 13.94 176 1,661,320,126 13.29
3 7.54 174 802,997,270 6.35
4 4,72 185 566.025,344 4.48
5 ki 215 435313425 344
B 239 241 319,576,916 253
? 178 305 281,095,344 2.23
8 131 - ny 197,085,621 1.56
g 1.02 560 178.722.563 1.41
10-Smaellest 0.63 1361 . 118,046,268 0.83
Mid-Cap 35 15.49 574 1,804,336,040 14.27
Low-Cap 68 545 | 963 798,557,882 §.31
Micro-Cap 9-10 1.86 ’ . 19N 295,768,831 2.35

Tatz irom 1925~ Z008. Source: Morningstar end CRSP. Celculated e Destred] based on data from CRSP US Stock Oatabase mmd
CASP US Indices Database @010 Cemer [or Resezrch in Sexurity Pricas [CRSPID), The Uiversity ol Chicago Booth Sthedd of
Eusinor. Lised with permission.

Histprical average percentape of tolaf capiiatizalion shows the average. over the lam B4 years, of (b decile macte)
vatues a1 a percentape of the Lotal NYSE/AMDUNASDAQ caloutsied ezch tnonih. Number of commenies in deciies,
recenl markn crpilalization of detlien and retent parcentape of el copilafialio ae as of Detember 37, 2008,

Tohle 7-2: Sire-Deile Port’olios of the NYSE/AMEX/NASDAQ,
Largest Company end ky Market Capitalization by Decile

Recent Market
Cepliatirziion
Dedle lin Thousands) Cnnmml‘ﬂirgg
1-largest $323,725,255 Exxon Mokl Corp.
2 14,681,658 Sysco Corp,
3 5,938,147 Amesican Inermational Group Inc.
4 ) 3414634 Resmed Inc.
5 2,384,026 Mirant Corp.
5 _..).600,153 Cypress Semiconducter Corp.
7 1,063,308 Enersys
§ 684,750 Live Nation Inc,
9 431,256 American Reprographics Co.
10-Smallest 214,111 Quicksilver Gas Services LP

Sourt: Memingster ard CASP, Caltuteted [or Derived} based on data drom CHSP US Singk Databast sid CRSF US indices Database
@1203D Cenier for Research in Security Frices (CRSP®), The University of Chicago Beoth School of Businers. Used with permdzsion.
Mariet capitafizetion erd name of largest compary m each decile es of Sapembar 3 2009,
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Size of the Deciles

Table -1 reveals that the top three deciles of the NYSE/
AMEX/NASDAQ account for most of the total market value
of its stocks. Nearly two-thirds of the market value is rep-
resented by the first decile, which curently consists of 168
stocks, while the smallest decile accounts for just over one
percent of the market value. The data in the second column
of Table ?-1 are averages across all B4 years. Of course,
the proportion of market value represented by the various
deciles varies from year to year.

Columns threa and four give recent figures on the
number of companies and their market capitalization,
presenting a snapshot of the structure of the deciles as of
December 31, 2004.

Table 7-2 gives the cument breakpoints that define the
composttion of the NYSE/AMEX/NASDAQD site deciles.
The largest company and its market capitalization are
presented for each decile. Table 7-3 shows the historical
breakpoints for each of the three size groupings presented
throughout this chapter. Mid-cap stocks are defined here
as the aggregate of deciles 3-5. Based on the most recent
data {Table 7-Z}, companies within this mid-cap range
have market capitalizations at or below $5.936,147,000
but greater than $1,600,169.000. Low-cap stocks include
deciles 6-8 and cumently include al! companies in the
NYSE/AMEX/NASDAD with market capitalizations at or
below $1,600,163,000 but grester than 3437,256,000.
Micro-cap stocks inclede decites 810 and include compa-
nies with market capitalizations at or below $431,256,000.
The market capitalization of the smallest company included
in the micro-capitalization group is currently $1,006,616.

Presentation of the Decile Data

Summary statistics of annual retums of the 10 deciles
over 1926-2009 are presented in Table 7-4. Note from
this exhibit that both the average retumn and the total risk,
or standard deviation of annval returns, tend to increese
as one moves from the largest decile to the smatlest
Furthermore, the serial correlations of returns are near
zero for all but the smallest deciles. Serial correlations
and their significance will be discussed in detail later in
this chapter.

86 Chapter 7: Firm Size and Return
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Table 7-3: Size-Decile Portfolios of the NYSE/AMEX/NASDAQ:

Largest and Smallest Company by Size Group {Comtinued)

1926-1965

Lagitafization of Largey Company {in i Capilatizalion ol Smaflest i Thenssands|
MidLap low-Cap Mioo-Cap Wid-Cep . LewLap Mitro-Cap

Dale 5 -8 9-1b 3=5 5B aa
95 560,103 §13785 54213 $13,800 4283 543
1877 54,820 14,491 4415 14,522 4,450 65
1924 B0.910 18,761 5,074 18,788 5.119 135
1928 103,054 24,328 5,862 24,480 5873 118
1939 65,750 12,918 3,359 13,050 3,369 it}
1931 42 607 B,142 1.927 B.2ZZ 1,944 15
1932 12,212 2,208 468 2223 469 19
1933 40.298 7,210 1,830 7,280 1,875 120 _
1934 38019 5,638 1,673 6,669 1,691 ]
1935 37631 5,549 1,350 6,605 1,383 3B
1536 45,953 11,505 2,754 11,526 2,800 L]
1531 81,750 13,635 3539 13,793 3.563 6
1838 35,019 8,372 2,195 8,400 2,200 60
1939 35,409 7.478 1819 7,500 1,854 75
1940 29,803 7,990 1,861 8,007 1,872 51
1941 30,362 8316 2,085 8,336 2087 72
1942 26,037 6,868 1,770 6,870 779 [:13
1943 I 1,463 3807 na7s 3,903 195
1944 46,221 13,066 4812 13,068 4,820 309
1945 55,175 11,325 413 11,578 5,428 225
1946 77,784 24,192 10,148 4,19 10,168 BZ2Y
1947 57,830 17,718 6,373 17,735 5,380 508
1948 62,238 19,632 7328 19,651 7,348 683
1949 56,082 14,543 5037 14577 5108 k1T
1850 G6,143 18,675 5,225 16,700 B,243 an
1951 82,517 22,750 1,598 22,8960 71,600 G668
1952 95,636 25,405 8,428 25,452 8,480 480
1953 98.218 75,340 8,156 5,31 8,168 453
1850 125,53 79,707 B,4B8 29,71 8,502 463
1955 170,829 41,445 12,365 41,681 12,444 953
1956 183,792 45,805 13,524 46,086 13,623 1122
1957 194,300 47 658 13,844 49,509 13,048 925
1958 195,536 46,774 13,785 45,871 13,816 550
1958 256,283 64,110 19,548 64,221 19,700 1,804
1950 252,77 51,485 19,793 51,579 19,304 B
1881 295,261 k) n56 77,996 FEYIE) 745
1962 50,186 58,785 18,952 58,866 18,968 1,008
1963 308,903 71,846 23927 71,971 24,056 295
1964 348675 79,508 25,585 78,837 25,607 o)
1965 365,675 84,600 28,483 B5,065 28,543 250
2010 Ibbotsen® 5BBI® Valuation Yearbook Momingstar 87
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Tahle 7-3 {Continued)
Size-Decile Portfolios of the NYSE/AMEX/NASDAL:
targest and Smaliest Company by Size Group (Cantinued)
19562009

Capitafizstian of Lergest Company [ Th y CepitaRaption of Smalest Company {in Thousands

Wid-Cap LowLap Mecro-Cap MidCap Low-Cap iz Lap
Date 35 58 a-10 35 B§ a-1n
1866 403,137 958,950 34,084 100,107 34,9656 38%
1967 459,438 118,988 42,188 119,635 42,237 381
1968 531,306 150,843 60,543 151,260 60,719 502
1969 518,485 145,792 54,353 147311 54,503 2119
1970 382,884 84,754 29,916 94,845 . 28,432 BZ2
1971 551,690 147,426 45,570 147810 . 45,571 BB5
1972 557181 143,835 45,720 144,263 46,757 1,03
1973 ) 431,354 96,689 29,352 95,710 3,430 561
1974 356,876 79,878 23,355 80,280 23400 444
1975 704 33 30,353 103,783 30,334 540
1975 566,206 121,717 34,864 199 34,901 564
1977 584,577 139,196 40,700 39,620 40,765 513
1978 580,881 164,093 47,927 164,455 48,038 B30
1578 665,013 171,378 51,197 171,789 51,774 948
1380 762,185 199312 50,485 189315 50,544 549
1981 962,397 254,690 72,14 264,782 72,450 1,446
1982 770,517 210,301 55,338 210,630 55423 1,660
1983 1,209,910 353,688 104,382 356,238 104,588 2,025
1984 1,075,436 315,865 91,004 315,103 91,195 2,093
1885 1,440,436 370,224 94,875 370,725 94,887 760
1986 1,857,521 449,015 110,617 439,462 110,953 705
1987 2,068,143 468,948 113418 470,662 113430 1277
1988 1,957 826 421340 34,449 421,675 94573 121
1088 2,145,947 480,975 100,285 453,623 100,384 36
1990 211217 474,065 93,750 474,477 93,790 132
1931 2,128,863 457.958 §7,586 450,833 87733 278
1992 2428611 500,327 103,352 500,346 103,500 510
1993 AL E03.568 137,105 _ £07.449 13203 el
1994 2470244 596,059 148,104 597.975 - 148,216 598
1993 2,7899318 547,210 155,65 647,253 155,532 B8
1835 3,142,657 751318 . 19E60) 757,680 193016 1,043
1987 3.484,440 813,822 228 900 814,355 229,058 585
1989 4,216,707 925,688 252,553 926.215 253,031 1,671
1995 4,251,741 B75.30% 20,397 875,582 220456 1.502
2000 4,143902 B40,000 192,083 840,730 192,439 1,383
2m 5156315 1,108,224 265,734 1,108,959 265,736 443
2002 4,930,326 1116585 308,980 112430 309,245 501
203 4,744580 1,163,359 328,050 1363473 30578 337
b ik 1,607,854 505,437 1,607,931 6410 1303
2005 7,187,244 1,778,888 586,303 1,729,364 587,243 1,079
2006 1777183 1,946,588 626355 1,947,240 527,017 2.247
20 9.205713 2410794 7123758 2213583 725267 1,922
2008 7360271 1808961 453754 1,549,350 453390 1575
20 5,935,147 1,600,169 431,756 1,802,429 432175 1.007

Chaplet 7: Firm Size and Aemm




Graph 7-1; Size-0edle Partfolios of the NYSE/AMEX/NASDAQ
Wealth indices of Imvesimests in Mid-, Low-, Micro-, and Total Gapitalization Stocks

Index {Year-End 1925 = $1.00)

| i
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L M ap (514,090 YEDQ)
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$10p008” "' Toua! Caplalzatio (52,16757 YEH| .+ -

1925 B 55
Year-end
Oata vm 15752009,

05 2009

65 15 85 i)

Graph 7-1 depicts the growth of one dollar invested in
each of three NYSE/AME/NASDAQ groups broken down
ime mid-cap, low-cap, and micecap stocks. The index
value of the entire NYSE/AMEX/NASDAQ is alse included.
Ali returns presented are velug-weighted based on the
market capitalizations of the deciles contained in each
subgroup. The shear magnitude of the size effect in scme
years is noteworthy. While the largest stocks actually
declined 9 percent in 1977, the smallest stocks rose more
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than 20 percent. A more extreme case occurred in the
depression-cecovery year of 1933, when the difference
between the first and tenth decile returns was far more
substantial, with the largest stocks rising 46 percent, and
the smallest stocks rising 218 percent. This divergence in
the performance of small and large company stocks is @
COMMON SCCUIRNCE,

Table 7-4: Slze-Decile Portfofos of the NYSE/AMEBX/NASTAD
Summary Statists of Annual Returns

fvithmellc S Serial
Decfle Meen  Mem  Devialion L
1-Largest 9.1 109 1.4 007
2 i04 128 24 on

3 07 134 39 oM
4 7138 %2 0@
5 L )]
B
7
B

112 148 776 0.0z
112 52 798 0.00
114 163 344 0.09

5 1.5 17.0 6.7 06,04
10-Smallest 3.1 209 452 0.4
Mid Cap 109 137 B0 0.04
Low Cap RLE 152 284 0.02
Micro 12 18.2 39.2 ¢07

NYSE/AMEX/ 98 118 205 0.01
NASDAQ Tatal Value :
Weighted Index

Tata Iram 19782009, Sovrce: Mamingstar end CRSP, Calcutned! {or Derived) based
on data ram CRSP US Swck Oatabese gnd CASP US Indices Datsbase G7010 Center
for Research in Securizy Prices (CASP@), The University of Chicago Bonth Schost of
Businexss. Usid with permission,

Resulls 8 fo quarierty re-ranking for 1he deciles. The small comgpany slotk
summary glaiistice presenied i earlier chapters comprise 2 re-ranking of tha
pontictins every five yeans pior 1 1952

Aspects of the Firm Size Effect .
The firm size phenomenon is remarkabte in several ways,
First, the greater risk of smali stocks dees not, in the con-
text of the capital asset pricing model {CAPM), fully account
for their higher retums aver the Jong term. In the CAPM only
systemalic, ar beta risk, s rewarded; small company stocks
have had returns in excess of those implied by their betas.

Second, the calendar annual retum differences between
small and large companies are senally correlated. This
suggests that past annual retums may be of some value
in predicting future annual retums. Such serial corralatian,
or autocorrelation, is practically unknown in the market for
large stacks and in most other equity markets but is evident
in the size premia.

2010 Ibbotson® SBEI® Valuation Yearboak
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Table 7-5: Skze-Decile Portfolios of the NYSE/AMDYNASDAD
Long-Tern Retums in Extess of CAPM

Achg) CAPM Ske
Rsith- Retwn Raturn Fremium
metic i beess  inExest [Retus in
Mean  of Riskless  pf Riskless Excess ol
Reurs  Ratp™* Renet CAPM)

Dexile Ben® %) %) L] [%)

1-tangast D9 10.90 572 B.09 -0.37
2 1.03 1281 7.64 5.90 0.74
3 1.10 13138 B.18 733 085
4 132 13.82 8.55 750 1.15
5 1.16 14.59 9.41 1.72 1.569
B 118 148 9.63 7.80 1.73
7 1.24 1519 10,01 B.28 1.73
B 1.30 16.33 11,15 B.67 243

[ 135 1701 11.84 B.99 2.85

10-Smallest 141 20.65 15.68 939 6.28

MidLep, 35 112 1371 BS54 745 108

Low-Cap, 6-8 1.23 1820 10.03 g18 1.85

Micrp-Cap, 810 136 1823 13.06 9.07 399

Data ltgm 19262002,

*HBetes pre pallmeted §rom monihly rehwns in excess of the 30-day LS. Treesry b
1ofal eaturn, Jamsz vy 1926-Cwcember 700,

**Hiaowical riskiexs rate mpasured by the Bi-pepr arilvmelc mean inceme rawm
component of H-yeat poveinment bonds (5.18)

1Caleculated In fes comaext of the CAPM by arfiphving the sttty risk premburn by
bete. The egulty iisk premtum e eslimated by the mithmetic mean 1otal ietumn of
the SBP 500 {11.85 percent) minus the arithretic mean inconme retum component
ol 20yesr goverement bonds {5.18 percent] hom 19757008,

Graph 7-2 Security Market Line Versus Size-Oecila Portiofias of the
NYSE/AMEXAYASDAD

S Adhmetic Mean Astum {%)

0

15 ﬁ

] Rishless Ratz

Beta 000 025 0S¢ 0% 100 125 150195

Date from \926-2008.

Source: Motingstar and CASP, Calcilmted for Derived) based tn data ko CASP
US Siock Oatabase and CASP S [ndices Dalabase ©I010 Center for Fesmarch
in Senwrtly Piices (CRSP®L The Unkrersity of Chicags Booth Sthool of Sustness.
sz with permisaion,
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Third, the firm size effect is seasonal. For example, small
company stocks outperformed large company stocks in the
month of January in a lamge majority of the years. Such
predictability is surprising and suspicious in light of modern
capital market theory. These three aspects of the firm size
effect—long-term retums in excess of systematic risk,
serial correfation, and seasonality—will be analyzed
thoroughly in the following sections.

Long-Term Returns in Excess of Systematie Risk

The capital asset pricing model (CAPM} does not fully
account for the higher retums of small company stocks.
Table 7-5 shows the retums in excess of systematic risk
over the past B4 years for each decile of the NYSE/AMEX/
NASDAL. Recall that the CAPM is exprassed as follows:

ky =ty +H{p s XEFP)

Table 7-5 uses the CAPM to estimate the retum in extess
of the riskless rate and compares this estimate to historical
pedormance. According 1o the CAPM, the expected retum
on a security should consist of the riskless rate plus an
additional return to compensate for the systematic risk
of the security. The retum in excess of the riskless rate is
estimated in the context of the CAPM by multiplying the
equity risk premium by B {beta). The equity risk premium
is the return that compensates investors for taking on risk
equal to the risk of the market as a whole Isystematic risk}.?
Beta measures the extent to which a security or pertfolio
is exposed to systematic risk.! The beta of each decile indi-
cates the degree to which the deciie’s retum moves with
that of the overall market

A beta greater than one indicates that the security or port-
folio has greater systematic risk than the market; according
to the CAPM equetion, investors are compensated for
taking on this additional risk. Yet, Table 7-5 illustrates
that the smaller deciles have had returns that are not fully
explained by their higher betas. This return in excess of
that predicted by CAPM increases as one moves from the
largest companies in decile 1 to the smallest in decile 10.
The excess return is especially pronounced for micro-cap
stocks [deciles 9~10). This size-related phenomenon has
prompted & revision to the CAPM, which includes a size
premium. Chapter 4 presents this modified CAPM theary
and its application in more detail,

a0
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|| Tabie 7-6: Size-Decile Portiolios of the NYSE/AMEX/NASDAD
s 10th Becite Sub-Portfolios

Markel
Recem Copialization
Number of of Larpesi Compary
Derile Companies fin Tt ds) Company Neme
108 385 214111 Duicksilver Gas Services L P
10w 163 214111 Quigksilver Gas Services | P
10x 232. 169,497 Landry's Restaurants, Inc.
10b 1,382 123,516 Lee Enferprises
oy a0z 123,516 Lee Enterprises .
Ak 1,080 76,052

Federal Agricultural Mortgage Corporation A

Note: Thace numbsrs may not Bpgregate 10 equal d.ei:llu 10 fgures.

Serrice: Momingstar and CRSP. Cakeulated {or Derived) hored on duta (m CASP US Stack Jatatess and CASP US Indices Dirtatrese
©2010 Lamer for Fesezrch in Setamity Frices {TASPEY, The Unleersicy of Chizage Booth Schawl of Beinets. Ured with pemigsian

Market czpiafization snd name ¢f Largest comgszny in each decle es of September 30, 2009.

This phenomenon can also be viewed graphically, as
depicted in Graph 7-2. The security market fine s besed on
the pure CAPM without adjustment for the size premiym.
Based on the risk {or beta) of a security, the expected
retum lies on the security market line. However, the actual
histaric returns for the smaller deciles of the NYSE/AMEX/
NASOAQ lie above the line, indicating that these deciles
have had retums in excess of that which is appropriate for
their systematic sisk.

Further Analysis of the 10th Decile

_The size premia presented thus far do a great deal to
explain the retum due solely to size in publicly traded com-
panies. However, by splitting the 10th decile into further
size groupings we can get a closer ook at the smallest
companies, This magnification of the smallest companies
will demonstrate whether the company size 10 Size premia
relationship continues 1o hold true.

Ibbotsan first split the 10th decile into 10a and 10b in the
2001 Ibbotson SBB| Valuaiion Yearbook. With the 2010
Ibbotson SBBI Valuation Yearbook, we introduce an even
closer look at the smallest companies by splitting 1Ba inta
10w and 10x, and splitting 10b into 10y and 10z.

As previously discussed, the method for determining
the size groupings for size premia analysis was to teke
the stocks traded on the NYSE and break them up imo
10 deciles, after which stocks traded on the NYSE AMEX
and NASDAC were allocated into the same size groupings.
This same methodology was used to spht the 10th decile
into four parts: 10w, 10x (sub-portfolios of 10a). and 10y,
and 101 (sub-portfolios of 10b}. Splitting the 10th decile
into 10a and 10b is epuivalent to breaking the stocks

Schedule PMA-23
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down into 20 size groupings, with portfolios 19 and 20
representing 10a and 10b. Further splitting 10a into 10w
and i0x and 10b into 10y and 10z is equivaleat to breaking
the stocks down into 40 size grougings, with portfolios 37
and 3B representing 10w and 10x, and portfolios 39 and 40
representing 10y and 10z,

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

Whiie this is not as much of a factor with the recent years
of data, these size premia are constructed with data back
to 1926. By breaking the 10th decile down into smaller
components we have cut the number of stocks included
in each group~ing. The change over time of the nwmber
of stocks included in the 10th decile for the NYSE/AMEX/
NASDAQ is presented in Tabla 7-8. With fewer stocks
included in the analysis early on, there is a strong pos-
sibility that just a few stocks can dominate the returns
{or those early years, While tha number of companies
included in the 101h decile for the early years of our
analysis is low, it is not too low to demonstrate that the
company size to size pramia ralationship continues to hold
true, even when broken down into subdivisions 10a, 10w,
10x, 10b, 10y, and 102.

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

2010 |bb

® S8 Val

Morningstar a1




Overlapping Size Categories

A common question among valuation practioners is
about how to use the varipus size premium metrics that
Morningstar provides when size-based category break-
paints overlap. This issue is magnified now that we have
published even mare granulatiry for the 10th decile.

There are going 1o be cases when the estimated equity
vatue for a subject could categorize it in @ number of size
premium buckets. This range of postential size premium
choices would have a tremendous effect on the firm's
enterprise value. There are two decision paths when mak-
ing this choice. The improper path iz to choose the size
premium that achieves the self-serving goal of influencing
the enterprise value in the direction most desired. In many
cases this leads tp choosing the highest size premium
number (12.06% in Table 7-7), because this will lead 1o
the lowest enterprise velue for tax purposes, marital dis-

solution, acquisition valuation, etc. The proper path is to -

choose the size premiurn that is most statistically relevant
for your application.

Choosing the Right Size Premium

There are two primaty facters in determining which size
premium to use. First, identify how close to a size category
boundary your subject company falls. Secand, determine
how confident you are in your estimate of equity velue.

Let's say you have an example where the estimated
equity value is close to the top breakpeint of the 10b cat-
egory, toward the middie of the 10th decile, and toward

the bottom of the Micro-cap. in this case, the statistical!y"

conservative chaice is the 10th decile, We nead to balance
the confidence that our subject firm actually falls within
a particular size category with the need to 1ailor that size
grouping as tight as possible to make the peers relevant
to our analysis, The Micro-cap category is oo broad for
this case, since the subject firm falls in the lower range
of the category, and 10b is too narrow since our subject
company would barely squeeze in under the top breakpoint
before sliding into 10a. We can say with confidence that
the 10th decile puts our company among the most peers
of similar size.
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Since estimeting equity value for the purpose of size
premium categorization is a circwlar challenge, it makes
sense 10 use as many quality metrics that are available tg
perform this estimate. In daing so, you may find that the
equity estimates cross a number of size premium catego-
fies. In this case, it is advisable to sacrifice granularity for
statistical canfidence. For exemple, if you have three equity
estimates indicating that your firm would fall in the middle
of 10x, bottom of 10z, and middle of 10y categories, the
overall t0th decife size premium would be the best cat-
egory to capture the size of similar peer companies white
acknowledging that the imperfectings and circular nature
of the size bucketing process.

Table 7-T: Long-Term Returns in Exgess of CAPM Estimation for Dezile
Portfolios of 1tve NYSE/AMEX/NASDAG, with 10th Decite Spiit

Reallzed Estmated  Ske
At Retern Retum Premlum
matic inEacess InExcess  [Rewmin
Mean  oiRAklss  of Riskless  Excess of
Petun  Aate”* Rate’ CAPM|
Beta* %} (%) 1%} %

1 091 1080 572 B®__ D47
2 103 1281 784 BA D4
3 170 1336 B1B 733 DES
4 112 1382 BES 750 115
5 116 1459 841 772 149
6 198 MBI 983 730 173
7 124 1508 0B 828 1A
g 130 1633 115 BE7 748
§ 135 1701 e B3 285
ila 1471900 1352 847 445

10w 138 1833 13.15 8.30 385
10x 145 1978 1460 969 497 .
10b 138 2439 15.2 920 WNm
10y 140 2358 18.40 a.3% 8.05
L0z 135 2623 21.05 B93 1208
Mid-Cap, 3-5 192 137 8.54 745 1.08
Low-Cap, 5-8 123 1520 10.03 8.16 1.85
Micro-Cep, 910 126 18.23 13068 9.07 399

Diaila from 20257009, Source: hMmingster and CASP. Catulaied (or Derived) boted
n daia lrom CRSP US Siuck Database and CRSP US Indices Database ©Z010 Center
Jar Research h Secwiity Prces (CASPE, The Univeraily of Chicaga Bonth Sthaol of
Business. Used wilh permission.

*Brlas are estimatad from moathly portlolio tetal eetums in excess of te I0-day
U5 Treasury b3 101l retum veraus the SEP 500 total returns i excess ol 1he
30-ay LS. Treasury bil, Jamsary 1928-December J009.

**Historical sklesy ipto 5 measured by the 84-year arihmetic mean ncome miwn
component of 20-year govenment bonds [5.38 peicent).

1Caiculaled in the coniesl of the CAPM by multiphying the equity fisk prembum by
be The equty risk premium s estimaiad by dre erithmetic mean o2l renan of
e S4F 500 [11.85 perreni} minws the arithreti mean tzms RIVM mmponen
of 20-year governmem bomds (.18 parcent] fom 19262000
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Graph 7-3: Security Market Line versus Size-Declle Porcilios of the
NYSE/AMEX/MNASTAG, with 10ih Decile Split

30 Arithmetic Mean Return %]
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Changing the Markel Benchmark

In the original size premia study, the S&F 500 is used as
the market benchmark in the calculation of the realized
historical equity risk premium and of each size group’s
beta. The NYSE total value-weighted index is @ common

aliemative market benchmark used to calculate beta. Table -

7-9 yses this market benchmark in the calculation of beta,
In order to isolate the size effect, we require an equity risk
premium based on a large company stock benchmark. The
NYSE deciles 1—2 Jarge company index offers 2 mutually
exclusive set of porifolios for the analysis of the smaller
company groups: mid-cap deciles 3-5, low-cap deciles
68, and micro-cap deciles 9-10. The size premia analyses
using these benchmarks are summarized in Tabtle 7-9 and
depicted graphically in Graph 7-4.

Toble 7-%: Long-Term Retirms in Excess af CAPM Estimation for Decile
Portilios af the NYSE/AMEX/NASOAQ, with NYSE Markel Benchmarks

Table 7-8: Historical Number of Companies for NYSE/AMEX/NASDAD
Decile 10

Sepl Humber of Comy
1926 52*
1930 72
1940 78
1950 100
1960 1M
1970 865
1980 685
1990 1,814
2000 T8z
2005 1,745
e I
2007 1775
2008 1,626
200e 1717

Source: Momimgster snd ORSP, Calculated {or Derived} based on data dram CRSF
US Stock Database and CASF US Indices Database ©2010 Conter for Reseerch
in Seaurlty Prices (CRSP@A The University of Chicago Booth School of Busihess.
Uned with pemizmion.

“The lewes! nuntrer o) compemies was 49 in March, 1976

Alternative Methods of Calculating the Size Premia
The size premia estimation method preserted above makes
several assumptions with respect to the market bench-
mark and the measurement of beta. The impact of these
assumptions can best be examined by locking at some
altematives. In this section we will examine the impact on
the size premia of using a different market benchmark for
estimating the equity risk premia and beta. We will also
examine the effect on the size premia study of using sum
beta or an annual beta !

Reallead Estmated  Sue
widr  Peym Retum Pramivm
metie  mEcas nEces  Fewmibn
Mean ol Rltklest  of Riskless  Exgess of
Aetum  fate** e CAPM|

Bete” %} (%] % - %

1 0.99 10.90 5.72 5.84 .13
2 LI 1281 764 bS8 105
3 1.17 11.36 .18 6.95 124
4 1.20 1382 865 1Az 153
5 1.23 14.59 941 7.2% 212
B .28 14,81 8.63 7145 218
7 N TN N I
i) 138 16.33 1M1.15 847 298
9 142 17.01 11.84 B8.44 339

10 148 2085 1568 8.79 £.89
Mid-Cap, 36 - 1.19 13.71 B.54 .06 1.48
Low-Cap, 5-8 1.30 15.20 10.03 1.0 232
Micro-Cap, 910 143 1823 13.08 8.50 455

Ciata from 1926-2009. Source: Momingstar end CRSF. Caltuleted {or Deshred) based
on dz12 from CRSP US Stotk Darabase prd CRSP LS mdices Dalgtase $2010 Cemer
for Reszerch in Secuaity Prices (CRSPE) The University of Chicago Baolh School of
Business. Used with permission.

*Besas bre eslimated fram monthly portiolio 1otel retums in excess of the 30-day
U.S. Treasury bl 1otal retum vessus the CRSP Declles 1-2 fotal relums tn excess of
the X-day U.S, Treasury till, Janvary T526-December 2009 .

**Historical rlskless rate is meanured by the B4-year arithmetic mezn mtome reem
component of 20-year gavernren bonds (5,12 percent).

1Catakilet n the cimext of the CAPM by multiplying the ety (isk premior by
beta. The equity risk memium i eslimated by the srithmetiz mean Lotzl retum of
the CRSP Oecfles 1-2 (11,10 percenl) minus e arithmetjc mean ingome retm m-
ponenl af 20-year goverment bonds {5.18 percent) from 1§26- 2009,
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Graph 7-4: Security Market Line versus Size-Oexile Portfolios of the
NYSE/AMEX/NASDAQ, with NYSE Market Benchmarts

5 Arithmetic Mean Retum {9}
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For the entire period analyzed, 19252008, the bhetas
obtained using the NYSE 1otal value-waighted index are
higher than those cbiained using the S&P 500 Since
smaller companies had higher betas using the NYSE bench-
mark, one would expect the size premia to shrink. However,
as was illustrated in Chapter 5, the equity risk premium
calculated wsing the NYSE deciles 1-2 benchmark results
in a value of 5.93, as opposed to 6.67 when using the S&P
500, The effect of the higher betas and lower equity risk
premium cancel each other out, and the resuking size
premia in Table 7-9 are slightly higher ihan those resulling
from the original study,

Measuring Beta with Sum Beta

The sum beta method attempts to provide a better measure
of beta for small stocks by taking into account their legged
price reaction to movements in the market. [See Chapter
£.] Table 7-10 shows that using this method of beta esti-
mation resufts in farger betas for the smaller size deciles
of the NYSE/AMEX/NASDAQ while those of the larger
size deciles remain relatively stable. From these results,
it appears that the sum beta method corrects for possible
errars that are made when estimating small company betas
without adjusting for the lagged price reaction of small
slocks. However, the sum beta, when applied to the CAPM,
stitl does not eccount for all of the returns in excess of the
riskless rate historically found for smal stocks. Table 7-10
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demonstrates thet a size premium is still necessary to esti-
mate the expected retums Using sum beta in conjunction
with the CAPM, though the premium is smalier than that
needed when using the typical calculation of beta.

Graph 7-5 compares the 10 deciles of the NYSE/AMEBY
WASDAQ to the security market line. There are two sets
of decile portfolios—aone set is plottad using the single
variable regression method of calculating beta, as in Graph
7-2, and the second set vses the sum bets method. The
portiolios plotted using sum beta mors closely resemble
the security market ling. Again, this demonstrates that the
sum beta method results in the desired etfect: a higher
estimate of retums for small companies. Yet the smaller
portfolios still lig above the security market line, indicating
that an additional premium may be required.

Tabla 7-18: tong-Term Retums in Excess of CARM Estimairon for Declte
Portfolios of the NYSE/AMEX/NASDAQ, with Sum Beta
Realized Eetemated  Sizm
Al Retum fletwm Femizm
mesic  imExess  InEmess  (Relumin
Mean  of Figtrs  of Rsdess  Excess of

Retwm  Rate** Ratg! CAPMY
Bete® (%) %) %) %)
14argest 0.51 10.90 5.72 E.08 0.36

1,06 12.87 T.64 704 052
1.13 11.36 B.18 155 054
120 1382 BES 80 0.65
124 1458 941 B25 117
1.30 1481 943 566 0.96
136 1519 10.01 92 0,80
1.49 18.33 1115 857 1.18
15 1o 11.84 1036 1.48
10-Smallest 173 20.85 1568 114D 2.28
Mid-Cap, 3-5 117 1.7 854 - 181 473
Low-Cap, 6-8 1.36 15.20 1008 - 810 0.93
Micro-Cap, +10 1.60 18.23 1306 1067 18

WA~ A [Sama

{iz1m trom BT6—T00R Sourty: omingsar and CRSP. Calndated (o Omived) based
an daia from CRSP US Stock Datebasz and CRSP US Indices Oatatase ©2010 Canter
for Research th Security Pricas {CRSP®), Tha Unhrersity ef Chicago Booth Schel of
Businetx Used with pexmistion.

* Betas are estimalet! fiom monthly portiofio 161! retyms in excesx of the J0-8ay
US. Trezsuty bl 1otal rerum vertys the S&F SO0 tomal returms in Frcess of 1he
30y US. Treasury 1l January 1926-December 20009,

**Historcal risidess rae is measines by the Ba-yeat althmetic mean ircome fetum
eomporeen of 20-yea( goverament bonds {518 percentl

Cakcubaied tn the comeat of 1he CaPM by mutiplying the equity sk premum by
bela. The equity risk premivm bs astimzted by the arithmetic mean iotal rewin of
the S&P 500{11.85 perteot] micus the arithmetic meen Income return companamt
ol 7D-year govesrunend bovds [5.18 percen] iom V9252008,
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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
Reporis Gas Distribution
Companies

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.

Average

Schedule PMA-7

(UPDATED)
Missouri-American Waler Company
Indicated Common Equity Cost Rate Through Use of the
Single Stage Discounted Cash Flow Model for
the Proxy Group of Six AUS Utility Reports Water Companies
and the Proxy Group of Eight AUS Utility Reports Natrual Gas Distribution Companies
1 2 3 4 2
Dividend Indicated
Average Growth Adjusted Common
Dividend Component Dividend Growth Equity Cost
Yield (1) {2) Yield (3) Rate {4) Rate {5)
301 % 0.10 % 311 % 6.75 % 9.86 %
3 0.15 3.46 9.30 12.76
315 0.1 3.26 7.25 10.51
4.16 0.19 4.35 9.00 13.35
273 NA 2.73 NA, 2.73
3.71 0.13 3.84 6.75 10.59
3.35 % 0.14 % 346 % 7.81 % 9.97 %
323 % 013 % 3.36 % 725 % 1055 %
460 % 010 % 470 % 455 % 925 %
4.68 0.12 4.80 5.00 9.80
4.43 0.07 4.50 3.00 7.50
4.71 0.06 477 2.50 7.27
361 0.09 370 525 8.95
4.08 0.11 4.19 5.50 9.69
321 0.11 3.32 6.75 10.07
4.33 0.03 4.36 1.55 5.91
4.21 % 0.09 % 4.29 % 426 % 8.56 %
4.38 % 0.10 % 443 % 4.78 % 9.10 %

Median

Notes:

(1) From page 17 of this Schedule.

{2) This reflects a growth rate component equal to one-half the conclusion of growth rale
(from page 18 of this Schedule) x Column 1 to reflect the periodic payment of dividends
(Gordon Model!) as opposed to the continuous payment. Thus, for American States Water
Co., 3.01% x( 1/2x6.75% )= 0.10%.

(3) Column 1 + Column 2.

(4) From page 18 of this Schedule.

(5} Column 3 + Column 4,
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Schedule PMA-8

(UPDATED)
Missouri-American Water Company
Derivation of Dividend Yieid for Use in the
Discounted Cash Flow Model
Dividend Yield
Average
of Average
Spot Last 3 Dividend
(4/572010) Months (2) Yield {3}
Proxy Group of Six AUS Uiitity Reports
Companies
American States Water Co. 289 % 312 % 301 %
Aqua Amaerica, Inc. 3.23 3.40 N
California Water Service Group 3.06 3.24 315
Middlesex Water Company 4,08 4.25 418
SJW Comoratiort 2.59 2.88 273
York Water Company 3.62 3.79 3.71
Average 3.25 % 3.44 % 3.35 %
Median 315 % 3.32 % 323 %
Proxy Group of Eight AUS Utility Reports
Companies
AGL Resources Inc. 4.48 % 4.72 % 4.60 %
Atmos Energy Corporation 4.56 4.81 468
Delta Naturat Gas Company 4.43 4.42 443
Laclede Group, inc. 461 4.80 4.71
Northwest Natural Gas Co. 3.50 372 3.61
Piedmont Natural Gas Co., Inc. 4.06 4.10 4.08
Southwest Gas Comporation 3.10 332 3.21
WGL Holdings, Inc. 4.20 4.46 4.33
Average 4.12 % 4.29 % 4.21 %
Median 4.32 % 4.44 % 4.38 %

Notes: {) The spot dividend yield is the cument znnualized dividend per share divided by
lhespoi markel price on 4/5/10.
(2) The average 3-month dividend yield was computed by relating the indicated
annualized dividend rate and market price on the last trading day of each of the
three months ended 3/31/10.
(3) Equal weight has been given to the 3-month average and spot dividend yield.

Source of Information: yahoo.finance.com
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Schedule PMA-10

Page 1 of 15
(UPDATED})
Missouri-American Water Company
Histerical and Projected Growth
1 2 3
Value Line
Projecied 2006- Reuters Mean Consensus Average Projected
‘0810 2012-'14 Projecled Five Yeat EPS Five Year Growth
Growlh Rate (1) Growlh Rate Rale in EPS (2)
No. of
EPS EPS Est.
Proxy Group of Six AUS Utility Reporis
Water Companies
American Slates Water Co. 9.50 % 400 % [11 6.75 %
Aqua America, Inc. 10.00 8.60 1] 9.30
Califomia Water Service Group 8.50 6.00 [2) 7.25
Middlesex Water Company 9.00 NA [NA) 9.00
SJW Corporaticn NA NA [NA) NA
York Water Company 7.50 6.00 [1 6.75
Average 8.90 % 6.15 % 781 %
Median 9.00 % 6.00 % 7.25 %
Proxy Group of Eight AUS Utility
_Reports Gas Distribution Cornpanies
AGL Resources, Inc. 350 % 560 % [4] 455 %
Almos Energy Corp. 5.50 4.50 - [5] 5.00
Delta Natural Gas Company 3.00 3.00 1] 3.00
Laclede Group, Inc. 2.50 NA [NA] 2.50
Norihwest Natural Gas Company 5.00 5.50 rdl 5.25
Piedmonl Natural Gas Co.; Inc. 4.00 7.00 [2] 5.50
Southwest Gas Corporation 8.00 5.0 [2} 86.75
WGL Holdings. Inc. 2.50 0.60 1] 1.55
Average 4,25 % 4.53 % 4.26 %
Median 315 % 5.50 % 4.78 %
t . — ——

NA= Not Available

HNotes: (1} As shown an pages 19 through 32 of this Schedule.
{2) Average of Calumns 1 and 2,

Source of Information:  Value Line Investment Survey, January 22, and March 12, 2010
Reuters Company Research ( Printed April 6, 2010}
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Schedule PMA-10

Page 2 of 15
(UPDATED)
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. - . figures were relatively weak. The expansion of the nonregulated business.
Cal- | QUARTERLYREVENUES(Smill} | Ful | December-period comparisons are far more These shares are not too intriguing at
endar |War3{ Jun 30 Sep.30 Dec.34] Year| ¢y ydabie. Plus, although the top llne Is this juncture. Share-prite momenturn
e [ 643 630 750 663 | 2688 )ikely to continue being the beneficlary of has tapered off in the months following
007 | 723 7193 758 740 | 014 favorable general rate case rulings from our October review and is likely ta remaln
gggg ?gg g’gg 15?% gg_% 3:;27 the California Public Utilitles Commis- relatively stagnant over the coming six to
2010 | 850 fo0 0B 970 | 3 | Sion. operating expenses look to be on the 12 months as the emergence from the
- . rise, as evidenced by the most recent recession continues to gain steam and In-
cal- EARAINGS PER SHARE » Full | double-digit increase, Already decaying In- vestors regain confidence and take a more
ondar | Mar31 Jun.30 Sep. 30 Dec. 1| Your | practryctures are only growing older and aggressive stance. The longer-term picture
006 | 35 36 2 30| 13| requiring more Investment. Much in that is not much better, with burgeoning
007 | 40 &2 ;ﬂ 35 | 82| vein, we anticlpate that the company had financing costs curbing 3- to 5-year share-
g%g gg 22 '5; :‘;' :g‘g trouble meeting last year's share-net total holder gains. Although risk-averse inves-
| 3 &5 s | 20| in the fourth quarter, despite a healthy tors may be intrigued by the issue's in-
- - v = high single-digit top-line advance. For ctome component {In a much anticipated
col- | OUARTERLYDIVMIDEHDSPAIDe | kull | many of the same reasons, bettom-line move the board recently ratsed the
endar Mar3f Jun3D Sepd0 Dec.3i| Yeor| opopuqp for full-year 2010, though healthy, quarterly dividend by 4% to 30.26 a
2006 (225 25 .25 .35 | 81| will [ikely pale in comparison to the levels share), it should be noted that there are a
w7 2 2 % 260 86| witnessed in 2009. number of better income sources, particu-
08 1 250 20 250 %0 | 10| e company's balance sheet is not larly in the udlity genre, to chaose from.
%ging e 25 #0260 1.0‘.‘ exactly seductive. In order to meet the Andre ). Costanza January 22, 2010
|A) Primary earnings. Excludes norvecuring | (8) Oividends histarically paid in early Mareh, Gompeny's Financial Strength B++
sinsf{lossesy: ‘04, 14¢; ‘05, 25¢; ‘06, 8¢; '08, | June, Sepiember, and December. v Div'd rein- Stock’s Price Stability 30
fzm. Next earnings report due lale February. | vestment plan evalfable, | Price Growth Perslstence 0
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RECERT PE Trallng: 23.7 Y1 RELATIVE OVD (]/ A
AQUA AMER'CA NYSE-WIR PRICE 17.57 RaTD 209 uedlaﬂzzs.u) PIERATIO 121 Y10 34 (]
: ! 4, [ 8] 185] =8, B[ 266 220 215
eSS 3 wentwnes | Mo 113) 18] 1290 108 1301 098] 1001 3821 2l RRL| B3| 43 e s FaaTs
SAFETY 3 e LEGENDS
— L6 s Ovidendspsh || 64
TECHNICAL 3 Lowered 1000 g by ineres! Rate “
* ire —
BETA 65 (1,00 c Marks) Hor-3 it 188 L1 %) 40
207213 PROJECTIONS | 104 ok 150 . e SR 2
Ann'l Tolal| Sford spi1 1203 AN . 24
w TS ERE 5 i e S o e 4
AT ins% 3% uwﬁgﬂ&% coskon /— LN TR %
Insider Decisions ™ 12
FHAMJIJIASO e
By DOBODDQOO leed Lyt e 8
Ostir 1 0D GO0 CODQQ . I o il S - L&
sl 000006000 LT T . % TOT. RETURN 12/09
Institutfonatl Declisions ot . ™S  WAR
1anmey a0 et FI0CK BIRLK
o8y 1| BT s | oot 18 I m qaz o F
:’E;;Lml Bﬂ;g: 61;22 502;2 veded 5 TR AT 3y €4 %9 [
1903 (1994 [1995[4996 [1997 (19901999 [2000 (2001 [2002 [2003 12004 [2005 |2006 | 2007 {2008 [2009 [2090 | ©YAUUE LINE PUB., INC{ 12-14
17| 182 84| iB8| 20| 209| 241 246| 270| 2B5| 297 | 348 | 385 | AD3| 452 453| 4.95| 535 [Revenues persh .45
A7 A2 A7 50 .56 b3 1 16 B8 B4 % | 19| 121 12| 137| 142 70| 1.5 |“CashFlow" persh 40
!l re 28 .30 34 AD 42 A7 51 k) 57 L n Jo R n .80 40 |Earnings persh A 1.25
21 2 2 23 o 2% 2 .20 3 32 B A 40 4 48 51 .55 59 |Divid Decl'd persh Bs J0
AT A6 52 45 E= 82 9 T8 tos | 1A 13| (H[TTET 25| 178 188 30|  1.95 [Cap'l Spending persh 118
28| 41| 245 269| 284 AN| 342| 3850 415| 436 534 589 630 695| 73| 7182| 7.90| &35 |BookViluepersh 15.35
50401 5977 ] BATA| 6575| 67A7[ 72200 10680 | 111.82 | 14397 | 113.19 [ 12345 | 127,18 [ 12897 | 13233 | 13340 [ 135.37 | 1356.3¢ [ 137.00 [Common Shs Qutst'g © | 139.00
144 135 120 58 78| 25| a2 182 2381 238 H5] 251 e | MW7 RO He| 222 Avg Ann'l PE Ratio Ho
85 B B0 S8 el Ly 129 198 12| 12| 140 133 183| 87| 170 15D fdB Relative P/E Ralio 1.4
SO | GO% | 62| 49% | 39% | 29% | 30% [ 30% | 25% | 25% | 25% | 2.3% | 15% | 1A% | 21%| 28% | 30% Awg Ann') Div'd Yield 0%
CAPITAL STRUCTURE as of 9/30/09 2573 2155 | 3073 | 20 | 3872 | 4420 | 4956 | 5335 | 6025 | &G a15 735 (Revenues (mil} 800
Total Dabl §1320.2 mill Dua In § Yrs $245.0 mil. 450 | 507) S85| 62| 613 8OO 912 920 950 o719 108 123 |Net Profil {$mif) 175
T ot Ol [ 4% [ T09% [ 303 | 305% | 0% [ 00% | 4% |996% | 388%| 327% | T80% | 390% [lcome Tax e H0%
T ! o -- - .- -- .- . - S| 20% | 31| 30% [ 26% |AFUDC % to NetProfit 0%
4 e ol o) e [ 520% [ 522K [ 507% | 51% [ 500% [ 520% [SToh [ S54% | 54T | 540% | 530% Long-Term Debt Ratiz | 48.0%
Penslon Assels-12/08 $112.2 mill, d6.7% | 47.8% | 47.7% | d5.8% | 48.6% | 50.0% | 4B.0% | 48.4% | 44.6% | 45.9% | 46.0% | 47.¢% |Common Eqully Ratio 52.0% J
Ob¥g. $204.7 mill (7827 [ 9071 | 9904 [ 16762 | 13557 | 14573 | 16304 | 19044 | 21914 | 7065 | 2276 | 2345 |Total Capltal {§mil] 3785
E?msr:.ﬁ.ksh:::imm_m shares 11354 | 12514 [ 13581 [ 44904 [ 1824.3 | 2069.8 | 2260.0 | 2506.0 | 27928 [ 29974 | 3150 | 3300 |Het Plant (Smill 1500
asof 02008 T6% | 74% | T8% | 76% | 64% | 6.7% | 69% | G4% | 50% | 51% | GO0% | 65% [RetwnonTotalCapl | 15%
12.2% | 107% | 123% | 127% [ 902% | 109% | 11.2% | 100% | 7% ) 93% | 10.0% | 10.5% |Retuzn on She. Equity 12.0%
MARKET CAP: $2.4 billion (Mid Cap) 123% | 10.7% | 124% | 127% | 10.2% [ 10.7% [112% | 10.0% | S7% [ 93% | 10.0% | 10.5% |RetunonCom Equlty 120%
CURRENT POSITION 2007 2008 /30009 | 4.3% | 47% | 51% | 52% [ 42% | 46% | 48% [ 37™% | 32% | 28% | 35% | 2.0% (Retainedto ComEq © 5.0%
Cas Alél.::als 145 149 18.0 BS% | 60% | 59% | 5% | 59% [ 5T% | 6% | 63% | 67%| 70% | 6% | 69% |AlDiv'ds to Met Pref §%
Recelvables 629 845  B6.1 | BUSINESS: Agua America, Inc. is lhe holding company for waler others. Water supply revenues '0B: regidential, 60%; commerdial,
'0";:’3'”" {AvgCst) gg 1?% }gg and wasiewaler utlilies that serve approximately tres milica res-  14%; induskial & other, 26%. Officers and direclors awn 1,3% of
Currem Assals TE_S TS0 1748 | Yents n Pennsyvania, Qhio, Norh Carcling, llinois, Texes, New the common stock {4/09 Proxy). Chairman & Chiel E_laa.tti\fe of-
Accts Peysble 458 EO.0 283 | Jersey. Fiorida, Indiana, and five other steles. Divesled three of ficer. Nichalas DeSenediclis, Incorporsted: Pennsylvania. Address:
Debl Due 80.8 B7.5 548 | tour non-vater b 86 in '31; telomarkeling group In '83; and 762 Wesl Lancester Avenue, Bryn Maws, Pennsylvarda 18010, Tel
Olher 56.68 55.3 _140.0 | olhers. Acquired AgquaSource, 7/03; Consumers Watsr, 4/93; and  ephone: 810-525-1400. Inlemet: www.aguaamerica.com.
oo 1 % T iing the Septembor Interim, Aqua (hiua Geergia Inc) may be bolstered by
ANNUAL RATES F. . Pasl Estd06o08 America lost some ground on a year- further purchases In this region. Also,
dcangeprrsh) | WL Avm  fota4 | OVer-year basis. Although revenues were WTR expanded its Aqua Pennsylvania
Revenuzs BO% 00% b6.4% | up slghtly from the prior year, earnings division in December, purchasing the as-
“Cash Flow" 85% B80% 100% | dropped a penny, as unfavorable weather sets of Athens Township Authority. and
5:4“;'22;5 ;-g.ﬁ %50% ’gg;g conditions and higher operating costs hurt subsequently signed a 20-year contract to
Book Value S5% 100% 60% | profits during the third quarter. Loocklng provide water services. Additionally, the
P QUARTERLY REVENUES [§ mil] : ahead, though, 75 milllon in rate cases filed in 2009
angor WLy Jun.30 Sop.30 Dect ;:a', the company probably ended the year should, if judged In Aqua's favor, boost
5008 117'9 131.'." 147‘0 135'9 Tg| on @ good note. A numnber of rate-reliefl revenues and earnings over the next few
2007 4373 1506 1655 1491 | o5 | CASES were set to be decided in the fourth )E_?rs.
2008|1333 1510 4774 1596 | g270| Quarter which, If approved, should provide ese shares are a neutral choice for
2008 4545 1673 4808 1724 | 675 | @ slight last-minute boost to the top and the coming six to 12 month period,
A0 (165  d85 195 190 735 | bottom lines. Alse, management has been but hold some appeal for the leng
cal EARNINGS PER SHARE A Full actively working to reduce operating costs, haul., One attractive trait is the steady
endar |Mar31 Jun30 Sep3b Bec31| vear | 2Nd the benefits of these efforts should dividend yleld, which was raised 7.4% dur-
2005 I 1 7 m 7 help widen margins. For the year, we ex- ing the fourth quarter of 2008, The compa-
aw | 13 57 2 g | (7y| pect a total increase in revenues and earn- ny has historically ralsed its payout every
000 41 47 % 49 ‘73| ings of $48 million and $0.07 a share, year, and this will most likely continue
00| 14 19 % 2 ‘g0 | respectively, but it should be noted that over the coming 3- to 5-year stretch. Also,
2040 R T 5 o0 | last year Included a gain from the sale of the top- and bottom-line gains we project
Cah | QUARTERGY OMIDENOS PAD®® | P | LS underperforming Woodhaven system. over the Z012-2014 horizon glve this equi-
endar |Mar3l Junidd Sepid Dec3t| Year Aqua America should continue to ex- ty pood recovery potential. Conservative
006 | A7 407 45 118 m pand its reach through acquisitions investors should alsg take note of the high
7 | 115 44 425 125 | 4| and rate-relief cases aver the next few scores for Stock Price Stability and Earn-
08 | 425 i35 e 435 51| years. The campany has acquired a ings Predictability, as well as the below-
2000 | 435 435 435 4e6 55 | wastewater treatment plant in Lumphkin the-market average Beta coefficlent.
2048 County, Geergia, and this new subsidiary John D. Burke January 22, 2010
E‘A) Diluted shares. Excl. nonfec. gains [B) Dividends historically paid in eerly March, “0) In millions, adjusied lor stock splhts. Company's Financlal Strength B+
osses) 99, {11¢), ‘00, 2¢; 01, 2¢;,'02, B¢, | June, Sept & Dec, » DV, reinvestment ptan Stock's Price Stabllity 95
‘03, d¢. Excl gain from disc. operations: ‘96, | available {5% discount). Pelee Growth Persistence 70

2¢. Nex1 earnings repant due early February,

teserupd Fachual miwdal [s obisined fam sowces hefieved Mo be rebsble and b5 provided without waramies of any king. N
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RECENT PE Traling: 16,5} RELATVE IND ty
CALIFORNIA WATER nvse.cnr [ 36.83[n 18.4 (el eutE 1,060 3.2% N |
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TECHHCAL 3 et izises | | ided Rate It
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Insider Decislong e ']'uﬁ',_lf'l’“':"d‘ I’.,’."” T 24
FuAmM g gasalll A ohe el o “
Ry DPO0DOO0O0DOQ S ™
bios COOOO0DQGO s 2 . . f. |12
bkl 0 Q0000000 = Sealemar, = Rt o ", % TOT, RETURN 12208
Ins!ilutizaina:’be:;gns!m | | Do mm
O f L
oy B o mimE ] : A T
Adsion 10000 10013 os3s | oo 3 5w 132 %50 [
1903 [1994 [1005 | 1096 | 4997 [1098[1998 {2000 2002 2003 [2004 (2065 [2006 2007 [2008 [2009 [2010 | ©VALUE LEPUB, NC] 1214
1334 | 1258 1397 48| 184B ) 1496 1508 | 1646 1733 | 1637 | 1748 [ 1744 | 1820 | 47.76 | 1980 | 21.05| 2210 |Revenues persh 2350
225 20| 07| 250 182| 260 275 252 265 | 251 283 | n 12| 332| 405| 425 |“CashFlow" persh 4.50
135 Ly 17 1.51 1.83 145 1583 1 125 o 146 147 1M 150 180 | 188 215 |Earnings persh A 250
88 M) 02| (b4 106 1.07 [ 118 142 492 193] 14 L5 1.16 117 108 |  4.1% |DIvd Decl'd persh B m 125
T 27| 28] 26| Zi] 34| WS SB2] 4| aTa[ 40T 437 FEE| 482 520 5.25 |CepliSpending persh (¥}
1090 56 112 1222 1200 1338 1343 ]| 1290 1392 | 1944 | 1566 | 1579 | 1815 [ 1850 | 1944 | 20.00( 15.75 |Book Value persh© 21.30
f038 ] 1249 1254 1262] 1262] 1262 1284 1515 5.8 | 693 [ 1837 | 1830 | 2066 [ 2067 [ 2072 | 21.00 | 24.25 [Common Shs Outsty B | Z3.69 |
136 144 137 113 125 178 178 195 08 21 A4 490 202 24 198 183 Avy Ann'l PIE Rafio 19.0
80 82 92 5 R 831 1ol va 108 | 126( 106( 133 | 1.3 138 120 1 Relative PIE Ratlo 1.25
S.2% | 56% | 64% | S8% | 46| 4.2% | 40% | 43% A5% | A% [ %% | 3% [ 29% | 0% | L% | 3% Av Ann’) Div'd Yield 2.5%
CAPITAL STRUCTURE as of 9/30/09 2064 | 2448 632 | 217 | 56| 3207 | 3T | 367.0 | 41403 448 470 |Revenues ($mill) € 550
Total Debl 5337.9 mal. Dus In 5 Yrs $40.0mil, 109| 200 91 194] 20| 72| 26| 32| 28| 420] 450 |NetProfit Smin) 0.0
LTDebt $33 5l L¥Interesl $25.0m0. |57 eg /5 3% [ 394% | 30.7% | 999% | 305% | 414% | 57.4% | 39.9% | 37.0% | 40.0% | 39.0% [fncome Tax Raje 30.0%
(LT interagt eamed: 7.6x; otehin. cov.: 6.65) el el oo | ez 4% [108% | 6% | BEW | &) 100% [AFUDC%toNetProft | 10.0%
46.9% | 48.9% | S0.2% | 55.3% | 50.2% | 48.6% | 48.3% | 435% | 429% | 41.6% | 47.0% | ¢5.5% [Long-Term Debt Rafic 40.5%
Penslon Assais-12/08 $56.9 mil. 520% | 50.2% | 4B.8% | 44.0% | 20.9% [ S0.8% | 51.1% | 559% | 56.6% | 58.4% | 53.0% | 51.5% |Common Equily Ratio 51.5%
Oblig. $192.9 mil. 3338 | 3888 ( 4027 | 4531 ) 4984 | 5659 | 5681 | 6701 | 6749 | 6904 | 795 A5 [Total Capital ($mhl) 850
PId Stock Nono 5154 | 5620 | 6243 | 6970 | 7505 | 6003 | 8627 | 5415 | 10102 11124 | 1175 1240 |Net Planl Sl 1425
Commen Stock 20,744,852 shs. TE% | G8% | 53% | 58% | 56% | 6.1% | 6% | 5% | 5.9% | 1.4% | 7.0%| 7.0% [RetumonTolrCapl | 0%
as of 117203 11.2% | s0.0% | 7.2% | 94% | 78% | B.9% | 93% | BBW | 8.1% | 98% | 10.0% | 10.5% |Retumn on Shr. Equity 12.0%
1A% | 0% | 7.2% | O5% | 7.9% | 9.0% | 93% | 68% | B1% | 9.9% | 10.08 [ 16.5% |Relurn an Com Equily 12.0%
MARKET CAP: §775 millian (Smalt Cap) 35% | 18% | NMF[ 18% | 7% 29% | Z1% | 1.0% | 1B% [ 38% [ 40% | 50% |Retzined to ComEq 6.5%
EUR&WE&T POSITION 2007 2008 913008 TON | B2% | 18% | 90% | 91K | TI% ! 8% B5% Tra | 61% | 59% | 38 [ANDiv'ds le Het Prof 48%
Cash Assals 6.7 118 47,6 | BUSIMESS: California Waler Service Group provides regqulated and  breakd '08: residenfial, 65%; b 18%; public authorilies,
Olher _53.3 _ 658 _ 828 | ponregulaled waler service fo roughly 463,600 cusiomers in 83 5% indusiial, 5%; other, 3%. '05 raported depreciation rate: 2.4%.
Curment Assels 600 ~ 798 7404 | communities In Callfornia, Washinglon, New Mexico, end Hawsii, Has roughly 929 employees. Chairman: Roberi W, Foy, President &
Brg:sgavable 33-; ggé 5:: Main service areas: Sen Francisco Bay area, Sacramento Velley, CEQ: Pelar C. Nelson (409 Proxy). Inc.; Oelawave, Address: 1720
Sira 3 328 14| sainas Valkey, San Joaquin Valey & paris of 1os Angeles. A Noh First Slreel, San Joss, Calilomia 95112458, Telephare:
Current Liab, —647 1232 7 | quired Rlo Grande Corp; Wesl Havali Ufiles {308} Revenue  408-367-8200. tlemet vavw calveaiergroup.com.
Fix. Chy. Cav. 333% 398% 430% | Improvements on the regulatory front persisted in the fourth quarter and will
ANNUAL RATES  Past Past Estd'06-08| augur well for California Water Serv- only intensify going forward. As a result,
o crarge (por shy WE'EY e 10’1%;1} ice Group's top line. Indeed, earlier rate we've temgered our expectatlons, estymat-
e 20% &% 7o% | Increases handed down by the Callfornia ing that CWT barely broke even in the
Earnings .- 70% 685% | Public Utilities Commission (CPUC) final quarter of 2009 and that earnings
E‘“Ee\'}df‘ ;-g% 2-2& 5‘3?4‘ enabled the water utilng to post record- growth will not be anything to write home
Ok vaue : i - high revenues of $139.2 million in the about for full-year 2010.
Cal. | QUARTERLY REVENUES{mil)E | pun | third quarter, a 6% improvement from the The stock has fallen a notch for
eadar |Mar3t Jun.30 Sepdd Decl| Year| year before. We look for similar growth in Timeliness and is now ranked 4 (Be-
2006 | 652 811 1078 806 [ 3347 | the fourth quarter and for full.year 2010. low  Awerape). Recent share-price
2007 | 716 958 1138 859 | 3571 | Meanwhile, the company filed its 2009 declines, coupled with the tough outlook,
2008 | 728 1056 1317 1001 | 4103 | peneral rate case during the period, seek- make this an unattractive selection for the
2009 | 867 1987 1332 1054 | 448 | fng §71 mliton in 2011 with Increases of coming six to 12 months.
000 | 610 122 146 111 |40 | pearly $25 milllon in 2012 and 2013, It TIts 3- to 5.year appeal is better, but
cal- EARNINGS PER SHARE A Full [ was CWT's first consclidated request, still lacidng in our opinion. CWT does
endar |Mard! Jun3) Sep.30 Dec3| Year| covering all 24 districts, and a ruling may not have the finances on hand to meet the
w06 | 04 3 B8 3| 1M well taﬁe 18 months to be made. We ex- rising Infrastructure costs that are likely
200 (07 7 67 39 19| pect a relatively favorable outcome given to amount over the next couple of years.
2008 | 01 48 106 35 | 19| the CPUC's more recent disposition. The share andfor debt offerings that will
gggg }:; gg 1-3‘; ;g ;js However, operating costs appear to be be required to help improve the balance
. - - : on the rise, too. Despite the top-line ben- sheet will come at a price, with the higher
Cal- | QUARTERLYDMDEHDSFAD®= | Fup | efits mentloned above, share earnings feil share count and Interest rate expenses
endar |Mar31 Jun.30 Sep.30 Dec| Year| 1]% in the September perlod and came in  limiting potential shareholder gains. Al-
2006 | 2875 2875 2815 2875 | 1.15| a dime below our estimate. Operating ex- though the dividend yleld looks healthy at
2007 | 290 200 230 280 | 1.16| penses swelled 10%, as aging infrastruc- first blush, those seeking an income
008 | 293 293 293 293 | 117| tures required greater maintenance, and vehicle have better options available, par-
[ 2000 ) 205 205 .25 25 | 16| the Increased demand drove up distribu- tlcularly on a risk-adjusted basis.
| 2010 tion costs. We suspect that these trends Andre J Costanza January 22, 2010
{A) Basic EPS. Exg. nonrecuning gain foss): | {8) Oividends hisluﬁcalg paid in mid-Fed., E} Ind. deferred charges. In "08: $3.9 mél, Company's Financial Strength Hee
00, (TL) 01, 4¢: 02, Be, Nexi eamings raporl | May, Aug., and Nov, = Dlvid reimvestmen, ptan | §.18/sh, Stock's Price StabHlty
due earty February. availabla, Dj In mifions, adjusted for spliL Price Growlh Persistence 15
|E} Excludes non-reg. rev. Eamings Predictabliity 80
THE PUBLISHER 15 NOT REBPONSBLE FOR AY ERRORS OR DIYSSIONS SERE, T pbtcran » skt hsrbers o na-commoa e s opan, LGRS LT R X E L
oK may be reproduced, resold, sined o ransiénied in any printed, Becuonic or other foom, of for generating o rarketing any printed or efearanic pubiicaton, sendce or produc.




Schedule PMA-23
Page 22 of 49

Schedule PMA-10

Page 5 of 15
(UPDATED}
RECENT TRALING RELATIVE oV
M|DDLESEX WATER oo e 47,24 |05 23,8 AR 1.3 WP 4,
RARCEE 18,73 { 20,04 21,23 21.81 23.47 20.50 20.24 19.83
g = 14.69 13.73 15.17 16,65 11.07 16.50 16.93 12.05
HAN LEGENDS
FERF?R e g remae —1zp;nrisneuomvg RN FTPRLIAE Lo o sl : - e L it ;]
Techrical Averaga Setor-2 apit 1102 i HT SN 13
SAFETY 2 23;:” 4for-3 spit 1903 L, T
Shaded #7204 indicates recexsion wes . q
BETA .80 {1.00 = Markat) T .
vew l-. ., . - 5
| eea ' bl q
Flnanclal Strangth B+ = el T s 3
Price Stability a5 2
Price Growth Persisfence 40
- —t 3 ] IHAN ANd] 85¢
Eamings Frediciablity 90 T . - LSRR 1 Y P A T Y T |ﬁ1 T voL.
R T, OO e I AT IO T O O 1 i)
© VALUE LINE PUELISHING, INC.| 2004 2002 2003 2004 2005 2008 2007 2008 2009 201072011
SALES PER 5H 5487 598 6.12 6,25 6.44 6.16 8.50 6.79 -
"CASH FLOW" PER $H 1,18 1.20 1.15 1.28 1.33 1.33 1.49 1.53 -
EARNINGS PER SH .68 .73 &1 73 71 .B2 .BY .89 Tore L80S/NA
DIV'D5 DECL'D PER SH .62 .63 65 .66 67 .68 59 70 -
CAP'L SPENDING PER SH 125 158 1.87 2.54 218 2.3 166 2,12 -
BOOK VALUE PER SH 7,11 7.38 7.60 8.38 8.60 9.82 10.05 10.28 —
COMMON SHS QUTST'G |MILL) 1047 10,38 10.48 11.36 11.58 13.17 13.25 13.4% -
AVG ANN'L PIE RATIO 248 235 3090 26.4 274 227 21.6 19.8 24.6 21.5/NA
RELATIVE PJE RATIO 1.26 1.28 1.71 1.39 1.45 1.23 115 1.19 -
AVG ANN'L DIV'D YIELD 3.8% 37% 3.5% 3.4% 3.5% 3.7% 7% 4.0% -
SALES ($MILL) 59.6 619 64.1 71.0 7456 811 86.1 91.0 - Beld figures
OPERATING MARGIN 47.2% 47.1% 44.0% 44.4% 44.9% 474% 47.0% 46.9% | - are consensus
DEPRECIATION ($MILL) 83 50 58 6.4 72 7.8 82 8.5 - earnings
NET PROFIT (SAILL) 7.0 7.8 5.6 8.4 8.5 10.0 11.8 12.2 - estimates
INGOME TAX RATE 34.8% 33.0% 32.8% 31.1% 27.6% 33.4% 32.6% 33.2% | — and, veing tha
NET PROFIT MARGIN 11.7% 12.5% 10.5% 11.9% 11.4% 12.4% 13.8% 13.4% - recent prices,
WORKING CAP'L ($MiLL) dg d9.3 di3.3 d11.8 d4.5 2.4 d9.6 d40.9 - P/E ratios.
LONG-TERM DEBT (SMALL) 88.1 &7.5 974 1163 128.2 1307 131.6 118.2 -
SHR. EQUITY [$MILL) 76.4 80.6 83.7 99.2 103.8 1333 1371 141.2 -
RETURN ON TOTAL CAP'L 5.6% 6.0% 5.0% 5.1% 5.0% 51% 5.8% 5.8% -
RETURN ON SHR. EQUITY 9.1% 3.6% 7.9% B.5% 8.2% 7.5% 8.6% 86% -
RETAINED TO COM EQ 5% 1.3% NMF 8% 5% 1.2% 18% 19% -
ALL DIV'DS TO NET PROF B84% ar% 106% 90% 94% B4% 78% 78% -
ANo_of analysts ehenglng eam. est. In test 9 days: 0 up, 0 down, cansensur Syesr eamings growih 8.0% per yeer. BBasud upon 3 anaiysls estimates. CBased upnn 3 anarysi: estimalss.
ANNUAL RATES ASSETS (§mill) 00 200
of change (por shars) 5¥re. 1Yr. | cash Agsels 2.0 a3
§éle;1m.. 1;2: 4-2:"' Receivables 128 143 w2 | BUSINESS: Middlesex Water Company engages in the
Eamings. i by oEnlory (Avg cosl) 1204 +% | ownership and operation of regulated water utility sysiems
Dividends 2.0% LE% | ot Agsels s e 25 | New _Jf.rsey (NJ) and Delaware, and a regulaleq wasle-
Bock Valus 6.5% 2.5% : : © | water utility in NJ. It offers confract operations services and
v LY SALES ($mill, Property, Plani a service line maintenance program through its nonregu-
F‘:'::T 1?: ARTEZRQ 3EQS ® ‘I“)‘ \E:Tr gly'-ﬂpaﬂg:?ﬂ 396 4388 =+ | lated subsidiary, Utility Service Affiliates, Inc. Its waler
1237|190 218 2841 212 |84 ::TUP"rL;e&y 32;; 3;%3 3500 utilit:y system trea_ls, stores, {md distributes water for resi-
123108 208 230 257 215 |91.0) Other 414 531 522 | dential, commercial, industrial, and fire prevention pur-
1231/08) 206 231 255 Tolal Assels 327 4400 4564 | poses. It also provides water treaiment and pumping ser-
2310 vices to the Township of East Brunswick. its other NJ
Flscal | EARNINGSPER SHARE | Full | nosiLTES (fmill) subsidiaries offer water and wastewater services to residents
ayable 65 57 45 | . . I
Year | 1Q 0 k2] 40 (Year| pepi Due 90 439 47 | in Southampton Township. Its Delaware subsidiaries pro-
1203006] 15 25 28 A4 | g2 | Other M5 118 11.0 | vide water services {o retail custorners in New Castle, Kent,
12m07| .43 24 a4 A8 | a7 | Curent Uab 7.0 B15 a9 | and Sussex counties. In November, the company announced
123008 15 28 35 13 | 89 the acquisition of the assets of Twin Lakes Waler Services,
2nmel 0 2t 29 10 Inc., which serves approximately 330 people in Shohola,
123in0) 68 2 Loz‘f‘;ﬁg’gf&":“ AND EQUITY Pennsylvania. Has 269 employees. Chairman: J. Richard
Ca). | QUARTERLY DIVIDENDS PAID | Fyll Tompkins. Address: 1500 Ronson R4, P.O. BOX 1500,
endar | 1Q 20 4Q  |Yesr| Total Debt $174.4 mill Oueln5Yrs,NA | Iselin, NJ 08830, Tel.. 732-634-1500. Internet:
gi; :;: :;‘:5! 1;3 :;: .gg LlnT d?;?;;}:z;f L“;ﬂ-m NA http:/Avwnv.middlesexwater.com.
2005 | 1B A1 AT B | 7| Leases, Uncapltallzed Aol rontals KA - il
2010 eases, Uncspltallzed Annual rantals January 22, 2010
Penslon Liablilty $25.5 mill. I 08 vs. $13.3 mil, In '07
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN
1009 20°08 300y | PP Stack Nons Pid Div'd Pad None Divident's phus eppracialion s of 127172008
oo p pu 32 | Comman Stock 13.45.000 shres 3 Mos. £ Mos, 1¥r, avyrs, 5 vre,
! [53% of CepT)
Hid's{000) 4505 4802 4958 16,15% 24.79% 7.19% 5.45% 11.94%
L5 mmﬁﬂ
nzigigu\gﬂ?uligatsp Friiy ety %ﬁem?n;acﬁﬂn?mfgs\ons uens'»?'”nfu”°%?n“n‘£§“£$;&“m e T ?l‘sn l!n gt To subscribe call 1-800-833-0046.
of it may be repr restid, stored o tranmetted by ary printed, scuomuuhufmnmuuﬂnmmummgwpmwammwm
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e 20.54 Feas 28.2 Feiis 1.57 1t 2.9%

I CORP. s o

S S Py F 17.63 15.07 1485 | . 19.64 27.8¢ 15.33 43.00 A5
& ﬁ 11.58 §2.67 12.57 14.60 16.07 24,46 27.65 20.05
PERFORMAMCE 3 Avarsge LegeNDs : _
12 Moa Mow Avg .
Techrical 3 g | - Rl Prict Suengih ,Hl '/“m‘f'ﬁﬁ e lITiT . 30
-for. TIRTISE G ! e
SAFETY 3 Averags ﬂ%:‘ﬂ‘ll!skﬂlmxmaum " : | Ly t s T ] fHrEre 225
BETA .85 (1.00 = Mackal) » et ] ot e ; 1
Financlal Strength B+ te. B A . 6
Price Siablily 70 ]
3
Prica Growdh Persislence 75
P N 2400
Esrnings Prediclability [:H] F (FRERANRNNE RARTRRNNIN 0 VoL
ts Ll L T |H] [REDETERRENERENRANI RSN FNNTNNL! thoos )
© VALUE LINE PUBLISHING, INC.| 2001 2002 2003 2004 2008 2006 2007 2008 2008 2010201
SAI £S PER SH 7.45 7.97 8.20 9.14 0.88 10.35 11,25 1212 -
“CASH FLOW" PER SH 1.49 1.5% 1.75 1.88 F#ql 2.38 230 244 -
EARNINGS PER SH 17 .78 81 a7 142 1.19 1.04 1.08 .a0~8 1.17%/NA
DIv'DS DECL'D PER SH A3 A6 48 A1 .53 57 .61 .65 -
GAP'L SPENDING PER SH 263 2.06 341 2,31 2.83 3.87 6.62 a79 -
BOOX VALUE PER SH B.17 8.40 9.1 10.14 10.72 12.48 12.80 13,99 -
COMMON SHS OUTST'G (MILL) 18.27 18.27 18.27 18.27 18.27 18.28 18.36 18.18 -
AVG ANN'L PIE RATIO 18.5 17.3 154 19.6 187 235 334 26.2 282 19.3/NA
RELATIVE PIE RATIO a5 .94 .88 1.04 1.04 127 1.77 1.58 -
AVG ANN'L DIV'D YIELD 3.0% 3.4% 3.5% 3.0% 24% 2.0% 1.7% 2.3% —
SALES (SMILL) 136.1 145.7 148.7 166.9 180.4 189.2 20B.8 220.3 - Bold figures
OPERATING MARGIN 64.4% 83.7% 56.0% 56.4% 55.8% 57.0% 41.8% 424% | ~ are consensus
DEPRECIATION {SMILL) 13.2 14.0 15.2 18.5 18.7 213 229 24.0 - earmings
NET PROFIT {$MILL) 14.0 4.2 16.7 16.0 20.7 22.2 13.3 20.2 - esliimalos
INCOME TAX RATE 34.5% 40.4% 36.2% 42.1% 41.6% 40.8% 354% 39.5% - and, using the
NET PROFIT MARGIN 10,3% 9.8% 11.2% 9.6% 11.5% 11.7% 9.4% 9.2% - recen! prices,
WORKING CAP'L {3MILL) d3.8 44.9 12.0 13.0 10.8 222 di.4 d11.3 - P/E ratios,
LONG-TERM DEBT {$MILL) 110.0 110.0 1388 1436 145.3 1636 216.3 2156 -
SHR, EQUITY [$MILL) 148.4 163.5 166.4 1847 185.8 228.2 236.9 254.3 -
RETURN ON TOTAL CAP'L 6.7% 6.9% 6.9% 6.5% 7.6% T.0% 57% 58% -
RETURN ON SHR. EQUITY 9.4% 9.3% 10.0% 8.7% 10.6% 9.7% 8.2% 80% [ -
RETAINED TO COM EQ 4.1% 3.8% 47% 3.6% 5.6% 5.2% 315% 3% | -
ALL DIV'DS TO NET PROF 56% 55% 53% 58% 47% 45% ‘ 57% 59% -
ANo. of analyzis changing eam. ext. In last 8 doy: 0 up, 0 down, comsensus 5-yoar oamings prowth nol avalabie. PBased upon 2 snelysic’ estimatas. C8esed upan 2 snolysts’ estimaten
R e
ANNUAL RATES ASSETS ($mill) w s v R d DUSTRY: Water, Ul
of thanga fper shars) §¥rs, 1Y1 [ cash Assets 24 14 19
"SglﬂhFl v ag: é-g:ﬁ Recalvables 230 245 M6 | BUSINESS: SIW Corparation, through its subsidiaries,
Eaf;ns‘“ v a0% g‘:h"-e':m 3 3'2 ;2 | engages in the production, purchase, storage, purification,
Dividends 5.5% 5% [ ot Assate Hﬁ -az—o Y distribution, and retail sale of waler. The company offers
Book Value 9.0% 8.5% - ’ nonregulated water-related services, including waler system
Flsca) | QUARTERLY SALES {Smill} | Fyll | Property, Flant opcr‘niions, cash remitlances, and maintenance contract
Yoor | 1@ 2@ Q 4 |Yeur |, & EQSHP. at Fﬂt; 305;; g;g-g -+ | services. STW also owns undeveloped land; a 70% limiled
ccum Uepreciation . i InT M .
12307 380 551 649 475 |2096| Net Propery Bi55 6842 7108 partnership interestin 44_4 .Wcsl.Sanull Clara Slrgel, [T"P" and
123108 44.3 500 68.5 49,5 [220.3| Other .z 1347 121.8 operales commercial bmldmgs in Anzuna, Cahfurma, Con-
123108 400 S82 693 Tolal Assels 767.3  ES0.9 8813 | neclicut, Florida, Tennessee, and Texas. As of December 31,
12131710 2008, STW provided water service lo approximately
Fiocal EARNINGS PER SHARE Ful k‘c;tﬂi"#:::aymm-] 01 se a1 226,000 connections that served a population of approxi-
Year ( 10 20 3@ 4@ | Year | oo pye 56 191 51 | malety one million people in the San Jose area. It also
1238|1435 <8 22 | 119 | Other 18.1 13.4 231 | provides waler scrvice (o approximately 8,700 connections
23| a2 29 43 20 | 104 | Cument Lizb 0 433 373 | (hat serve approximately 36,000 residents in a serviee area
123108 .15 3 A4 A5 | 1.08 in the region between San Anfonio and Austin, Texas. Has
17309 400 23 43 13 379 employees. Chairman: Charles J. Toeniskoetier. Inc.:
123u0] 09 s Lo:ﬁ;ﬁmlgfar AND EQUITY CA. Address: 110 W. Taylor Streel, San Jose, CA 95110.
Cal- | QUARTERLY DIVIDENDS PAID | Ful Tel.: (408) 279-7800. Internet: http:/Avww.sfvater.com.
endar | 1@ 2G¢ 3G 4Q | Yeer | Yotal Debt $251.1 mill. Due In 5 Yre. NA
2007 | 45t 151 181 {5y | go | L¥ Debt$2460 mil.
208 | 61 1 481 461 | 64 | MeI9ng Cop. Lusses NA (49% of Cap) W
2009 | 165 165 165 165 | .66 |, u Itatlzad f renlals
010 eases, Uncapltatlzed Annual renlals NA January 22, 2010
Pension Liatllity $42.3 mill. In "08 vs. 52).4 md. in 07
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN
1009 20009 30y | PldStock Nore Pld Divd Pald None Dividands pluy epprediation as of 12312009
:: g::’ ;g :g ;‘; Comman Stock 15,435,897 shares 3 Mos. & Mos. 1¥r 3¥rs. 5 Y.
51% of Ca
Hid's(000) 8505 8634 8807 t " -0.50% 0.94% -22.41% -37.54% 39.31%

©2010 Vaiue Line Pubkstin
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T
BECENT 44 ‘mn.ms RELATIVE 14 ) o/ p
YORK WATER CO NDQ--yorw JPR\CE 1 .08 IFiE RATIO 21 .3 FiE RATIO 9 3-6 0
R ene _ng ik 1022 13.45 £3.49 14.03 17.87 20.95 18.55 16.50 17.95 High
8.20 8.33 11.90 11.67 15.33 1545 §.23 8.4 Low
PERFORMANCE 3 vermpe LECENDS
B T N T s 1 *
Technical | PV e - R _ B ALY . NUmE 1
SAPETY Gl e e T R WL .
BETA 65 {100 = Market) [\ e | = e L - -
- 4
Financlal Sirength B+ 3
Prics Stabliity L] 2
Price Growth Perslslonce 55 |
350
Esmings Predictabfily 95 i i SRS—— | 7Y DU PV U PN voL
- Ll i:n-”lll TETTHTE I T thous.)
© VALUE LINE PUBLISHING, INC.| 2001 2002 2003 2004 2005 2008 2007 2008 2009 2010/2011
REVENUES PER SH 2.05 2.05 217 218 | 258 2.56 2,79 2.89 -
“CASH FLOW™ PER SH .58 .57 85 &3 74 7 B& 88 -
EARNINGS PER SH - .43 .40 4T 49 =] 58 a7 37 6648 66 S/NA
| DIV'D DECL'D PER SH 34 .35 ar 39 42 A5 48 49 -
CAP'L SPENDING PER SH .15 .86 107 2.50 1.68 1.85 169 247 -
BOOK VALUE PER SH a7 3.90 4.06 465 4.85 584 597 6.14 -
COMMON SHS QUTST'G [MILL) 9.46 9.55 0.63 10.33 10.40 11.20 11.27 11.37 -
AVG ANN'L PIE RANQ 179 2069 745 25.7 28.3 a2 303 24.8 213 21.3/MA
RELATIVE P/E RATIO a2 1.47 1.40 1.36 1.39 1.68 1.61 1.48 -
| AVG ANN'L iv'D YiELD 4.3% 3.3% 3.2% 3.1% . 2.8% 25% 2.8% 3.5% -
REVENUES [$MILLY 19.4 18.6 209 225 2688 287 31.4 3238 - Boid figures
HET PROFIT (SMILL] 4.0 a8 44 48 5.8 6.1 6.4 6.4 - &re conscnsuy
INCOME TAX RATE 35.8% 34.9% 34.8% 36.7% 36.7% 34.4% 36.5% 3B6.1% - earmings
AFUDC % TQ NET PROFIT 2.2% 3.7% - - - 7.2% 3.6% 10.1% - estimates
LONG-TERM DERT RATIO 47.7% 46.7% 43.4% 42.5% 441% 48.3% 46.5% 54.5% - and, using the
COMMON EQUITY RATIO 52.3% §3.3% 5B.6% 57.5% 55.8% S1.7% 53.5% 45.5% = recent prices,
TOTAL CAFITAL {§MILL) 68.6 65.9 69.0 838 90.3 1265 125.7 1534 - P/E ratios.
NET PLANT {$MILL] 1023 | 1067 118.5 140.0 155.3 1744 191.6 2114 -
RETURK ON TOTAL CAP'L 7.9% 7.4% 8.5% 7.6% B.A% 6.2% 6.7% 57% | -
RETURM OM SHR. EQUITY 11.2% 10.2% 1.4% 10.0% 116% 9.3% 9.5% 9.2% -
RETURN ON COM EQUITY 11.2% 10.2% 11.4% 10.0% 11.6% 9.3% 9.5% 9.2% | ~
RETAINED TQ COM EQ 2.5% 1.3% 26% 21% 3.0% 22% 1.7% 1.4% -
ALL DIV'DS TQ NET PROF 78% | Ba% T7% 7% 74% 7% 82% §5% -
Mg, of enslysls charging eam. esl. 1 last 9 dayx: 0 up, 0 down, consensus 5-year aamings growth 7.5% per yoer, BBased upon 4 analysts’ estinaies. ‘—Baxeaupun 4 analysis' ast
ANNUAL RATES ASSETS {3l 007 2008
of thenge {per share) 5Yrs. 1YL | Cash Assels 0 0 .
ECMI?UFOI:I\"' ;g;": ggzt Recaivzbles 52 59 57 | BUSINESS: The York Waler Company engages in the
E;;ng’ e > mﬂ‘w {Avg cosl) ‘2 ; ‘.? impounding, purification, and distribution of waler in York
Dividends §.0% % Cum[nl Assels —“ ? —? County and Adams County, Pennsylvania. The eompany
Bock Value 5.0% 3.0% " : ! supplies water for residential, commetcial, industrisl, and
Fiscal | QUARFERLY SALES [sm“,) Fall | Property, Plant other customers, It has two reservoirs, Lake Williams,
Year | 10 20 30 Year mﬁﬂgp- ﬂ'd'-";ﬂ 2?; Zﬁg == | which is 700 feet long end 58 feet high, and creates a
m Degreciatio I .. . : . Y
1t 14 73 83 TB 314 Nel Prup:% " {818 2114  z0g | Teservoir covering approximately 165 acres containing
1205108 75 T8 86 80 |a28| Other 126 27 21,5 | about 870 million geilons of water, and Lake Redman,
1209 88 22 A8 Tolst Assets 2110 2404 2499 | which is 1,000 feet long snd 52 feet high and creates a
123110 reservoir covering approximately 290 acres confaining
Flscal | EARNINGS PERSHARE | Ful m’g:’ﬁ;gmm 22 20 o5 | @bout 13 billion gallons of water. It also has a I5-mile
[ Yer | 1@ 20 3@ 4 |Yoar| popinE¥ 150 a7 g3 | pipeline from the Susquchanna River to Lake Redman that
1208] 12 44 17 a5 | 58 | Other a2 as 43 | provides access to an additional supply of water. As of
1208107 12 48 45 45 | 57 | Currenlliab 24 142 162 | December 31, 2008, the company served spproximately
12308 4% 13 18 1B | 57 176,000 residential, commercial, industrial, and other cus-
wans 1 a7 a8 17 tomers. In November, the company eompleted the Beaver
e LOE‘G;E,R;.#JEQEBT AND EQUITY Creek Village water system acquisition. Has 110 employees,
Cal- | QUARTERLY DMIDENDS PAID | Full C.E.O. & President: Jeffrey R. Hines. Inc.: PA. Address: 130
|endar | 10 20 3G 4Q |Yea TE;"EI De:t $83.3 mil. bue In 5¥rs. NA | East Market Street, Yok, PA 17401, Tel.: (717) 845-3601.
LT Dabi §74.0 ma, : :
07 | M8 @ 18 18| a7 | ding Cap. Leases NA Intemnet: http://wwiv.yorkwater.com,
2008 | A28 gm0 a2 a2 | (7% o CapY) i
2009 | A2 A% 48 26 | 50 | epgay UncepHalized Annual sentsls NA
2010 | .128 January 22, 2010
o Penalen Liability $3.8 mBl. in D8 v8, $4.0 mil in 07
INSTITUTIONAL DECISIONS ) TOTAL SHAREHQLDER RETURN
1009 20000 agroy | Prd Stock None PId Divd Paid None Divigends plus appreciation as of 12/31/2008
- g:l’; . pit fi Common Stack 12411,18% shares 3 Mos. 6 Mos. 1vr. 3vrs, 5 Yre.
. 53% of CapT,
Hid's (000} 1958 2477 241 ¢ P 561% -3.12% 24 34% -10.a7% aD.61%
2010 Valar Une

materiz! J5 oblamed Bom sources bereved 1o be rcfiable end s provided vt wamanies of apy
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RECENT PE Tralling: 12.4 Y| RELATVE DD 0/
ACLRESOURCE S o, T 370006 25 0701 SN
High: Al 232] 245] 2850 203] a3 . ) k 3 .
meness 3 rsizow | 1| 39| 33 %sﬂ Tl G| BI| B3| saq % %ol 35| 33 Tarpet P Reie
SAFETY 2 Vv Esﬂ‘?sw I
TECHNCAL 3 Loamed 21210 gﬂﬂmﬁ it e &
BETA 75 (1.00= Market) St Yo Swenghh —=] 60
TS PROJECTIONS | Sk i et o PP N I I M RO LI Lt i
; v PPV TR OPTL e ol i o I
Price  Gain M%m” = o —_ee Ty ) gt 10
60 1!50% 13% Ta + 5
low 45 [+20%] 3% fenbrogete— 0
Insider Decl i i 10T 15
AM JJAGBDRND s B [t W ST B T
By 000DDDGGE . ot 2 ST NS N %) "
Grs 01 6000112 - [ 25
ksl 0200104821 %TOT.RETURNZMD [
Institutional Decisions l ™S WA
QAm  20mes 3NN . SO ED
wh "o 12 112 Percom 18 = : —— " ty. 33 f01s [
1o el 107 86 90 | yraded [ o i 3y 3.3 08 [
KRN0 45714 45662 45741 M ] Sy, ME 300
1994 [ 1995] 1996 1997 [ 1938 [ 1999 2000 [ 2001 [ 2002 | 2003 [2004 [2005 {2006 [2007 [ 2008 [2009 (2090 | 2017 | ©VALUE LINEPUB, INC/ 13-15
2359 ( 1932 2904 | 2275 2336 1871 11.25| 1904 | 1532 | 1525 | 2389 | 34.98 | 3073 | A26d | 3641 298¢ | 3435| 36.10 |Revenues persh A 40.33
224 233 249 242| 265| 229 86| 331 | 339 47 329| 420 450 | 465 | 466 48%5| 505| 530 |"CashFlow”persh 575
147 123 13| 137 141 .91 120 450 1.82| 208) 228 | 248 272| 272 | 271| 289| 295| 310 |Earningy pershAB 240
1.4 1.04 1.08 1.08 1.08 1.08 1.08 1.0B 1.08 1.11 115 L3 1.48 1.64 1.68 1.2 176 | 180 |Div'ds DecPd persh C= 1582
237 ZAT| 231 259 205 Z57| 282 283 330| 246 | 344 | 34| 32| 3W| 484 &15| £45[ 450|Cap’lSpendingpersh 530
1019 | 1092 1055| 1099 142 11.59] 1050 [ 1219 [ 1252 | 1466 | 1806 | 1929 [ 2071 | 21.04 | 2148 | 2285 | 2410 | 2545 |Book Valve per sh © 29.95
5086 | 5502 55.70 | S640| 5700 6710 S0 5510 [ 5670 6450 76.00 | vr.70 | 7.0 [ 7640 | 7690 Fr.50] 7850 | 79.00 [Common Shs Outsty £ | 80.50
151 12.6 138 147 139 714 136 146 125 125 13 143 135 147 12.3 1 sotd fighres s [Bvg Ann'T PE Rolin 150
99 B4 B6 B85 7|1z 28 R .68 Ry 59 16 RE T8 4 Rk ValuelL e Rofative PIE Ratio 1.00
9% | 62%| 56% | S4% | 55% | S5% | 2% | 4s% | 1% | e | aon | arn | 40% | 4% | 50| 54% | YT |AvgAm'tDivd Yield 3.8%
CAPITAL STRUCTURE as of 1213109 . 6074 | 10493 | B6A9 | 9827 | 18320 | 2718.0 | 2621.0 | 2494.0 | 2800.0  2317.0 | 2695 | 285D |Revenves ($mili} A 3250
Total Debt §2578.0 mi), Duein 8 Yis $543.0mil. | 711 | 823 | 1038 1324 | 153.0 | 1930 ( 2120 | 2010 | 2076 | 260| 230| 245 [Nl Profit (fmil} 275
o peere oo o erest SO [543 T40.7% | To2# [ 359 [ 51.0% | 31.7% | 378% | 976% | 405% | 00% | J50% | J50% [Incame Tax Rate 0%
’ MT% [ 7.8% | 1H9% [ 136% | BA% | 7.1% | BA% | 85% | 74% | 1.2 | 86% | B.6% [NelProfit Margin 645
Leates, Uncapitalized Anmual rentels $28.0 mill. | 45.9% | B1.3% | 58.3% | 50.3% | 54.0% | 51.9% | 502% | 502% | 50.3% | 53.0% | 540% | 520% (Long-Term DebtRatic | 57.0%
Penslon Assets-12/09 $303.0 mil. 48.3% | 38.7% | 44.7% | 49.7% [ 46.0% | 48.1% | 49.6% | 49.8% | 49.7% | 48.0% | 50.0% | 48.0% [Common Equity Ratio 49.0%
Oblig. $463.0miD. [“1785.2 | 1736.3 [ 1704.3 [ 1801.4 [ 30080 [ 3114.0 | 3231.0 [ 33350 [ 33270 | 3750 3800 4200 |Tatal Capital ($milf} 4500
Pl Stock None 1637.5 | 20566 | 21942 | 23524 | 31780 | 371.0 | 34360 | 35660 | 38160 | 2000 | 3080 | 2250 Mot Plant fimily 900
Eommon Stack 77,542,821 shs, TA% | 65% | B.0% | 0.0% | b3% | 79% | O0% | 7i% | T4% | 7.0% | 7.0% | 65% [RetumonTotalCapl | 6.4%
as of 1729110 102% | 12.3% | 14.5% | 14.0% | 11.0% | 928% | 932% | (27% | 12.6% | 74.5% | 120% | 12.0% |Return on Shr. Equity 11.6%
MARKET CAP: §2.9 bllllon (Nid Cap) | 115% | 12.3% [ 14.5% | 44.0% | 11.0% | 92.9% | 93.2% [ 127% | 12.6% | 14.5% | 120% | 12.0% [Return on Com Equity Ho%
CURRENT POSITION 2007 2008 123905 | 32% | 42% | TO% | 66% | 56% | BN [ BN | 53% | 51% | 7O0%| S0%| 554 RelainedtcComEg 0%
Cas Al;l;.els 210 16.0 26.0 2% | 65% | 52% | 53% | 4% | So% | s¢% | se% GO% | S0% | S6% | A% ABDh ds e Net Prof 5%
Other 17600 20260 1874.0 | BUSINESS: AGL Rasources ine. is a public utilly holding compa- lalef subsidiaries: Georgla Nalural Gas markels natural pas at
Currenl Assets 1611.0 20426 20000 | ny. Us dislbution subsidianies indude Aflania Gas Lighi, Chal-  retal. Soid Uliipro, 3/01. Acquited Compass Energy Senvices,
Accls Payeble 1720 2020  237.0 | 1anooga Gas, Elizebathlown Gas and Virginia Nalurat Gas. The uik  10/I7. Franklin Resources owns 7.7% of common slack; off.dr.,
Bﬁ.'bElrUue 38‘33 913'3 gggg iies have more than 2.3 milllon cuslomars ln Georgia, Viginia, less then 1.0% (3NS Proxy). Pres. & GEC: John W, Somermalder II,
Current Ligb. 6450 39630 3 720 | Ternessea, New Jersay, Fiorida, and Maryland. Eng_aged in non-  Inc.: GA, Addr.: Ten Peachlree Piace N.£., Atianla, GA 30308, Tel-
Fix, Chg. Cov. 261% 416% 4729 | "eguiated nalural gas markeling and olher alied services. Deragu-  ephone: 404-5B4-4000, Intemed: www.aglresources.com.
ANMNUAL RATES Past Past Estd'06'08| AGL Resources reported better-than- vide a boost to results over the coming
ofchange fpersh}  10%rs,  S¥Ym.  W'¥15 | anticipated fou quarter profit. months.
f‘g;':gﬂew. g-g;’é 13@%’ gg.;f Earnings of $0.92 a share topped our es- The board raised AGL's quarterly pay-
Earmings 70% B5% 35% | timate of $0.78 a share. A goed perform- out by penny (or 2.3%) to $0.44 a
Dividends 40% 80% 25% | ance {in the company's unregulated share Accordingly income-oriented ac-
Book Value 70% 100% 30% | businesses offset disappointing results in counts may want to take note of these
Cal- | QUARTERLY REVENUES {§ mii) fal | AGL's gas utllity operations. For the full shares. Indeed, this stock’s yield {4,8%) is
ender |Mer31 Jund0 Sep.it Decd{| Year | year, the utility posted a solid bottom-line above average for a natural gas utility.
2007|973 467 369 gao  [2494 | showing (§2,89 a share), thanks to strong Long-term prospects appear to be
2008 f092 444 539 805 (2800 | results in the March period. However, a promising. The company reached a legal
009 (995 377 307 638 (2317 | year-over-year decline in  customers settlement, which will allow it to expand
0 020 450 475 TS0 (2695 | weighed on the top line ($2.3 billion). its presence on Jefferson Island. Moreover,
W0 fo78 475 500 808 |25 | The company provided positive guid- a few rate cases should come into play in
Cal- EARKINGS PER SHARE B Ful | ance for 2 18. Management expects the near term, which If approved. would
{endar |Mar31 JunJ0 Sep.30 Decdt| Year | share net to come in between $2.85 and bolster results over the long haul. Addi-
200 [ 18 40 A7 86 | 272] $3.05 this year. We have increased our es- tlonally, AGL recently launched a new en-
006 | 146 30 28 97 | 21| timate by a nickel, matching the low end ergy services business that tarpgets large-
2009 | 185 26 16 92 | 289| of this range. We ook for results across scale cllents. This should contribute to
2010 | 150 20 .25 80 | 85| AGL's operatlons to perform mostly in line profits in the years ahead.
WU | 141 36 33 100 | 310[ with 2009's showing except at the compa- Hhese shares are neutrally ranked for
Cal- | QUARTERLY DWVIDENDS PAIO € Ful | ny's wholesale services business, which Timeliness. But this stock may be of in-
endar |Mar31 Jun.3d Sep.d0 Dec.31| Year [ should post improved results. Moreover, terest to patient investors. Indeed, the is-
2006 | .37 a7 37 a7 1.48 | AGL will prabably facus an new projects to sue |s attractive on a risk-adjusted basls
007 | 41 A1 A 4 154 offset the decline in customers g ue to the (Safety: 2) for total-return potentfal over
008 | 42 42 &2 4 168 | weak residentfal real estate market. Fur- the 3- to 5-year pull, based on our projec-
2000 | 43 432 @ 43 1.72 | thermore, the company recently added two tions of steady earnings growth ancrrnod~
w0 | 44 new pipeline prajects that began commer- est dividend increases.
cial operation recently, which should pro- Richard Gallagher March 12, 2010
g‘] Fiscal year ends December 33s Ended | $0.13; 01, $0.13; 03, (30.07); ‘0B, $0.13. Next | cludes inlangibles. Ln 2009: $418 million, Company's Financlal Sirength B+
epiember 30Uy priof 10 2002, earmings repoﬂ due lateApri (C) Dividends | $5.44/shara. Stock's Price Stabllity 100
[B) Diluted eamings per share. Exd. nefvecut- | historically paid sarly March, June, Sepl, and | (E) In miffions, Price Growth Persistence 15
ring gains (Josses). 'BS, (SD 83); '35, $0.3%; '00, | Dec. lde remvesL plan available, (D) Tn- Earnings Predictability
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Page 9 of 15
(UPDATED)
RECENT PE Traling: 1.4 RELATNE DD 0/
ATHOS ENERGY CORP. wse.x | 28,05 125 Gesr 3005 0.74P5 4.8% BT |
s 3 vewrw (12 58| ALY 0] B B | W E B s e
SAFETY 2 Rabed NS LEGENDS -
TEC) 3 T et iy et e [ €
HHICAL 3 Rebedwrens | e B 6
BETR 65 {1.00 » Morkey) O NS e 50
FIIEREL IEEJECTL%ﬁ,?T"‘ | Lates recssmwgg.m 1207 ;’g - i
Pice  Galn  Retum h— == oot ST T TP L TS WA L 3
I e s T P i :
|lnsiderl’.‘ s} B 1] | 5
AMJIASOND . .
Py 0O OO GOOLO I 1%
Mles 0O DD1001E0 ’ R . . I |15
bk 000030014 i % TOT. RETURN 210
Instituﬁo;\al Daz?:;nsmm { J I ] | oux e
" " n Lt b
by T0R 07 7@ a8 pired th imouz ets L
[r 122 15 124| ypded 4 = B 1 w4 g8 [C
Heslo) 53474 54285 55697 Il Sy. 260 0t
Atmas Energy's history dales back lo[ 2000 (2001 | 2002 [2003 |2004 (2005 [2006 | 2007 | 2008 [ 2009 12010 | 2011 S VALUE LINE PUB, INC] 13-15
1808 in the Texas Panhandle. Over the | 2661 | 3536 | 2282 | 5639 | ¢80 | 6035 | 7527 | 6603 | 7982 | 5389 | 4295 | 3000 [Revenwespeishd | 6220
years, through various mergers, it became | a1 | 300\ 338 | 223 | 280| 380 | 426 | 44| 419 429 470|480 |"Cash Flow" persh 540
part of Pioneer Corporation, and, in 1981, 103 | 147 sa5| 17| 15| 72| 200| 184 | 200| 197 225| 235 [Eanlngspersh AP 20
Pioneer named ils gas distribution divislon | 114 | 146 146 120 12| 4@ | 126| 28| 130| 132| M| 136 |DivdsDecldpersh®s | 145
Enerpas. In 1983, Pioneer organized| 236 | 277 397 | 30| 303| 44| 520| 438 | 5.20| G51| 460| 570 |CapliSpending persh 6.70
Energas as 2 separate subsidiazy and dis-| 1228 | 14.31 | 1375 | 1666 ) 1805 | 1990 | 2046 | zaof | 2260 | 2357 | 24.50| 2495 |Book Value per sh 27.80
{ribuled the outstanding shares of Energas | 3185 | 40.79 | 4758 | 5148 | 6280 | 8054 | 5174 | 8833 [ 9081 G255 | 94.00( 9640 |CommonShs Oulsty® | 110.09
to Pioneer shateholders, Energas changed [~ 18.9 | 155 [ 152 | 134 | 155 | (61| 135 | 150 | 18| (25| Boidfighres s [Avg Anni PIE Ratio 120
its name lo Atmos in 1988. Atmos acquired | 122 B & 76 8 B 73 B B2 82| ValusiLie | Refative PIE Ratlo 85
Trans Louisiana Gas in 1986, Wastern Ken-| 59% | s1% | 54w | 5% | a9% | 45% | ar% | 42% | 48% | 3% | *™]™ | AvgAne'l Divd Yield 41%
tucky Gas Utility in 1987, Greeley Gas in [ g7 | heza | 5508 | 2799 | 20200 | 4723 | V2 |sEand | 72213 | 458§ | 4600|4600 [Revenurs (S} A 7500
1993, United Cites Gas in 1997, and olhers. | "7 | “sax | sa7 | 70| 862 | f38 | w23 | 1705 | 1603 | 1707 | 210|226 e prortjsmay 300
CAPITAL STRUCTURE as of 12731/09 36.0% [ 373% | 3% | 37% | 374% | 31T [ 376% | 35.8% | 364% | 344% | 33.5% | 385% |\ncame Tax Rate 40.5%
Total Debd §2349.3mil, Due in 5 ¥rs B850 mil. | 3p% | 30| 6a% | 28% | 20% | 2% | 26% | 20% | 2% | 36% | 46% | 47% INetProfit Margin 4.0%
}Lfr'f:l‘;‘rgfl‘:jrm'; g imeres) $1300 Ml \Tgg 1Y, [ 543% | 535% | B0.2% | 452% | S1.0% | 57.0% | 520% | S00% | 499% | 49.0% | 49.0% [LongTerm DebiRalo | 45.0%
coverape: 28) 51.9% | 45.7% | 45.1% | 40.8% [ 56.8% | 42.3% | 43.0% | 46.0% | 49.% | 50.1% | 54.0% | 51.0% CommonEquity Rato | 51.0%
Leases, Uncapitalized Annyal rerlals $17.8 mil. 1557 | 1276.3 | 12437 | 17204 [ 19946 | 37855 | 3628.5 | 4092.1 | 41723 | 43d6.2 | 4520 4700 [Total Capital {§ mill) 5000
Pid Stock None 8823 | 13354 | 12003 | 15160 | 17225 | 33744 | 3629.2 | IB3E.8 | 41369 | 44301 | 4745 | 5050 Net Plant {Smill) 6100
Penslon Assets-93 §301.1 mil. ! 65% | 59% | B8% | 62% | S8% | 53% | 6.0% | 5o% | s9%| 59% [ 60% ) 65% [Retumon Total Cap'l 6.5%
Commen Stock 83,054 108 Sp 000 mit. 82% | 5% | S04% | 93% | TO% | £5% | 98% | 8% | B4% | B3% | 0.0% | 054 [Remon ShiEquy | 10.0%
asof 48y 02% | 96% | 4% | 93% | 76% [ BE% | 98% | 87% | 86%| B3% | 90% | 9.5% |RetumonComEquly | 10.0%
MARKET CAP; $2.6 hilllan (Mid Cap) NMF [ 2% | 19% [ 28% | 1% | 23% | A6% | 30% | 3% | 2% | 25% | 4.0% |Relainedte ComEq 4.5%
CURRENT POSITION 2008 2009 12731408 17% 7% 82% 0% Tk % 63% &85% 65% 68% 0% 58% |All Div'ds teNet Prol 3%
Cash ,x%]els 487 1112 1748 | BYSINESS: Atmos Energy Corporatian is engaged primarly in the  32%, commendial; T%, Indusirial; and 4% other, 2009 deprecialion
Diher 12384 TIT 11118 | Seirbuion and sale of nalural gas lo over thiee milion cuslomers  rale 3.6%. Has around 4700 erployees. Officers and directors
Lurren) Assels 32851 B2B@ 12666 | via six regulzled natural gas ulility pperalions: Loursiang Oivision,  own appraximalety 1.6% of comman stack (12/08 Proxy). Chairman
Accls Payable 3954 2074 5788 | Wesl Texas Divisian, Mid-Tex Division, Mississippl Division, and Chief Executive Officer: Robert W, Best Incorporetod: Texas.
Btﬁ_llrérbue 22}33 43; :2%2 Colorado-Kansas Division, and Kenlucky/Mid-Slates DMsioq. Com-  Adcress: P.O. Box 650205, Dallas, Texss 75265. Telephone: 872
Current Lizb. i1 TITS 1524 bined 2009 gas wolumes: 262 MMcf. Breakdown: 57%, residential,  934-D227. Inlemet: vavw.almosenergy.com.
Fix. Chg. Cov, 450% 416% 435% | Atmos Energy got off to a strong start rate of growth due to the difficult com-
ANNUAL RATES Past  Pest Esraw07-og| in fiscal 2010, which ends on Septem- parlson,
ofchange fpersh)  10¥rs,  5Yms, 0’1313 | ber 30th, as ﬁrst-t% uarter earnfings per Steady, though unexciting, earnings
Revenyes 9.5% 10.0% 5% | share were around 20% higher than the pgains appear to be in store for e
ngngu'.,g?’w 34%22 2”5;2 g‘?,: year-earlier tally. For one thing, the natu- company in the nexti three te fve
Dividends 20% 15% 20% | ral gas marketing segment enjoyed a sub- years. The utility is one of the nation's
Book Value 7% 7.0% 35% | stantial increase in unrealized margins, largest natural gas-only distributors, now
Flgcal brought about, to a certaln extent, by a serving over three million customers

QUARTERLY REVENUES (s milj & | Full
eoar |beedt Mard Jun30 Sepo] fecd!
2007 026 20755 12182 10023 58384

narrowing of spreads between current

across 12 states. Moreover, the unre%t;é

cashh prices and forward natural pgas lated segments (contributing between 1

2008 [i657.5 25840 16399 14627 [7224.3 | prices. Furthermare, results for the natu- and 35% to net Income annually on a his-

2009 [i716.3 18214 7B0& 6506 |49881 | ral gas udlity were alded partially by torical basis) possess healthy prospects.

2010 2929 1650 900 7574 |4600 | higher rates in the MId-Tex, Louisiana, Lastly, management may return tg its suc-

2011 jogs 1835 1045 855 400 | and West Texas service areas, That unit cessful strategy of purchasing less-eflicient

Fiscal | EARNINGS PER SHAREABE Full | also benefited from a 7% rise in through- utilities and shoring up their profitability

£ [Dec3t Mar31 Jundd Sep30| 3553| put, as colder temperatures boosted con- through expense-reduction initiatives, rate

W07 | a7 120 415 4 | 19| sumption. Finally, the regulated transmis- rellef, and aggressive marketing. (Future

2008 52 1M do7 0 | 200! slon and storage operation experlenced a acquisitions are excluded from our figures,

2008 | 83 129 02 di7 | 197! drop in operating expenses ‘because of a however) [n Atmos' current configuration,

2010 | 100 132 05 di2 | 2.25 decreased level of plpeline maintenance annual share-net growth could be in the

M| 57 136 01 adf | 235| activiey mid-single-diglt range over the 2013-2015

Cal- | QUARTERLY DIVIDENDS PAD Ca Full We expect the momentum to continue period.
endar |Mardi Jun30 Sep30 Decdi| Yesr during the remaining three guarters. On a risk-adjusted basis, total return

206 | 396 315 A5 a2z | 127| AS @ result, the bottom line stands to ad- potential is appealing. Meanwhile,

2001 | 3@ 32 32 3| 1729| vance about 14%, to $2.25 a share, in fiscal these good-quality shares are ranked to

2008 325 3 25 3| 131] 2010, Assuming further expansion in nper- perform in line with the broader market in

W09 | 33 33 3 35| 133 ating margins, share net may reach $2.35 the year ahead.

010 | 335 next year, That would be a much slower Frederick L. Harris, 1IT March 12, 2010
(A) Fiscal year ends Sepl. 30ih, (Bg Diluted | early March, June, Sept., and Oec, » Div. rein- | (E) Qlrs may not add due 1o change i shes | Company's Financlal Strength B+
shrs, Excl. nonrec. dems: ‘00, 12¢: '03, di7¢: | vestment plan Direcl stock purchase plan | cistanding, SiocEa Price Stabllity 00
‘06, d1B¢; 07, d2¢; ‘09, 12¢. Next s. IpL due | vail, Price Growth Perslutence 50
eary May (Cl Dhnﬂ"nds histoncaﬂv pand m (D] In rmiflions. Earnings Predictabllity 30
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(UPDATED)
RECENT TRAILING 19 RELATVE 1
DELTA NAT GAS NDQ-DGAS PRICE 29.55 PJE RATIO .2 PiE RATIO .06
RANKS 20.88 23.08 24,10 23.75 30.06 26.82 25.08
i7.68 1B.50 21,00 22,02 23,60 24.11 23,50
PERFORMANGE 3 Averoge LEGENDS
—— 12 Moz Mov Avg ‘.
Technicat 3 i || - e Prics Swangln | |, : e E)]
M T [ PP YN B o P yrerefior n FIRAE C
SAFETY e e + LTAWZEE T s
BETA .65 {1.00 = Mrket) N SOVIFLAL N N - 17
- TRt ae * - x . 9
Fnenclal Sirength B+ Poree et i, 6
Price Stability 85 4
Price Growth Persistence 50 :
- 11 44 3+ 4 m
Eamings Predictabliity 70 I TATYATR || BOV8 W8 VD NN FPYRETR TPV POy ¥ APV S T PR A FRARANTTRAIT oL
i [ HIRLH I nmsnin Rt nnsEmcaniim (o)
© YALUE LINE PUBLISHING, INC. 2003 2004 2005 2006 2007 2008 2009 201012011
SALES PER SH 21.59 2474 28.08 26.01 29.96 34.16 31.84
“CASH FLOW™ FER SH 2.65 2.65 2.86 294 319 3.49 2.80
EARNINGS PER SH 149 1.20 1.55 1.55 162 2.08 1.58 1.654BNA
O1V'0S DECL'D PER SH 1.18 1.18 1.18 1.20 122 1.24 1.28
CAP'L SPENDING PER SH 290 2.80 1.65 239 247 1.69 2.54
BOUK VALUE PER SH 14.48 15.26 15.73 16.16 16.61 17.48 17.78
COMMON SHS OUTST'G ML) 347 3.20 3.23 3.26 3.28 330 332
AVG ANN'L PIE RATIO 14.5 201 16.8 16.9 155 123 1540 T7.9/NA
RELATIVE PIE RATIO 83 1.06 69 g1 82 74 99
AVG ANK'L DIV'D YIELD 5.5% 4.9% 4.5% 4.6% 4.9% 4.9% 5.4%
SALES ($MILL) 68.4 79.2 84.2 117.3 982 12.7 1056 Bak figures
QOPERATING MARGIN 24.7% 21.2% 21.9% 16.2% 20.4% 19.6% 18.0% 2re consensus
DEPRECIATION {$MILL) 4.5 4.7 43 46 52 4.7 4.4 earnings
NET PROFIT (SMILL} 3.9 36 50 50 53 6.8 5.2 estimates
INCOME TAX RATE 38.0% 38.1% 38.3% 366% 37.3% 37.8% 3B6.6% and, vaing the
NET PROFIT MARGIN 5.8% 4.6% 5.8% 4.3% 5.4% 6.1% 4.9% rocen! prices,
WORKING CAP'L [$MILL) d.2 4.7 ) 4.6 5.1 8.2 5.5 P/E ratios.
LONG-TERM DEBT [SMILL} 534 53.0 52.7 58.8 58.6 58.3 51.6
SHR. EQUITY {$MILL) 45.9 48.8 50.8 52.8 54.4 57.6 58.0
RETURK ON TOTAL CAPL 5.9% 5.6% 8.7% 6.7% 6.3% 7.8% 6.2%
RETURN ON SHR. EQUITY 8.6% 7.9% 8.8% 8.5% 9.7% 11.5% 8.8%
RETAINED TO COM EQ 25% 2.1% 146% 2% 2.4% 21% 24% 4.8% 1.7%
ALL DIV'0S TO KET PROF T8% 80% 81% 98% 16% 7% 75% 60% 8%
Ao, of aralysls ehanging edm. ss b las! 27 ddys: 0 up. @ down, cansensus Syea earmings growth 309 per yoer BBasad upon one anolsl's estimals.
" ey
ANNUAL RATES ASSETS (3l w08 2009 _ NDUSTRY.?Natural Gas\(D
of change (per shars) 5¥rs. 1Y | cash Assets a Kl K
§é"‘;5l_ln . ;g: 1;8:": Receivables 14 4 127 | BUSINESS: Delta Natura! Gas Company, Inc. sells natu-
Ea:ingsm So% iy gﬁffﬂﬂ'y (Aoeg cos1) 1?-? 12-‘; 1;-;’ ral gas to approximately 37,000 retail customers on its
Dividends 1.0% 3.0% CU:;m Assels *3?10 ETYREE Y] distribution systerm in central and southeasiern Kentucky. Iis
Book Value 35% 20% ’ ’ Regulated segment sells natural gas Lo its retail customers,
Flscal | QUARTERLY SALES (smil} | Full rty, Piart primnrily in 2;! rural counties, This segment also fransports
Year | 1G& 20 3G 40 |veer m“gq;:p';r:lti:ar:_si 12_%._1’ 1?3{: = | gas fo industrial customners on its system who purchase gas
iyl . , - v
0E007| 131 284 410 157 | 98.2 | Nel Properly 144 186  sz9z2 | |0 the open market, as well as transports gas on behalf of
oesoms| 124 283 484 226 |112.7] Other 124 145 148 | local producers not on its distribution system. The compa-
05/30/09 81 339 432 104 [1055| Tolal Assals 1708 1625 1750 | ny’s Non Regulated segment purchases natural gas on the
osisof0l 81 214 open market and from Kentucky producers, and resells this
Flscal |  EARMINGS PER SHARE | Full k‘;ﬁ'g:,"gaf"‘m vz 4 o | 285 to indusirial customers on its distribution system and to
Year [ 10 2@ 3@ 40 [Yeer| 5op'n, a0 49 132 | others not on ils system, This segment also produces natural
o5Z0nm6| A8 89 103 d19 | 155 | Other 56 4.3 44 | pas thal is sold to Delgasco for resate. As of June 30, the
o007 di6 73 112 407 | 1.82 | Currenl Liab 258 138 238 | company owned approximately 2,500 miles of narural gas
062008 d.25 7S 165 407 | 208 gathering, transmission, distribution, storage, and service
0G30NS| 08 A7 120 dAE | 156 lines, as well as interests in oil and gas leases on 10,300
D&/30ni0| 417 58 LO:JE‘;‘;E‘RZ’R; 305957 AND EQUITY acres in Bell, Knox, and Whitley counties. Has 155 employ-
Cel- | QUARTERLY DIVIDENDS PAID | Full ees, Chairman, C.E.O. & President: Glenn R Jennings. Inc.:
endar | 10 22 30 4Q | Year | Total Dent $70.5 mil. Duatn 5 Yre, NA | KY. Address: 3617 Lexington Road, Winchestler, K'Y 40351,
LT Debt §57.2 mil. . " . .
007 | 305 36 31 31 |12 ding Gap. Loases NA Tel.: (85%9) 744-6171. Internet: hitp:/fwww.dellagas.com.
008 [ 33 32 3 (126 (48% of Cap') LY
06 | 2 32 3B/ W6 1A Hellzed Anmual renlals NA
2010 | 3as Leasas, Uncaplle March 12, 2010
Pension Liablifty $.4 mil, n ‘0% vs. None in 08
INSTITUTIONAL DEGISIONS TOTAL SHAREHOLDER RETURN
1 00 aqg9 | Pfd Stock None Pid Ov'd Pald Nong Dividends plus #ppreciation ae of 2282010
:o :.:{ g g 1; Common Stock 3,327,573 sheres 3 Mos, G Moo, 1¥r 3 Yrs. 5 Yro.
a {51% of Ceph)
tﬂd's(ﬂﬂﬂ} 615 568 588 11.58% 16.40% 44.31% 31.61% 40.85%
relisble and 5 prowiar withou R
22010 Vae reserved, Factydl material is oblamed from sowrces believed lo be retiable b, Prowtpg wit wareriits ol any ind To subscribe Cﬂ" 1-800-833-0046
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—
RECENT PE Trafllng: 434 }| RELATNE Vo 0/
LACLEDE GROUPwisess e 3381 [ 138 amine 0.01[10 47% DN
igh: YEET . 4, [ 60| 558 3] 344
TIMELINESS g““”"”"‘” Ve | el 33| 23| 30| 38| B3| 33| 3| %a| 3te| 23 38 Target Price Range
e 1 s Eﬁigo:e'suwﬁ?*’ Rale 2
TECHNICAL T mastgm | gy b g %
BETA 60 [1.00=Marke) ons: Yes 80
707315 PROJECTIONS. | o et aaes 57 —1-54
] Ane'l Totat b w U [ [eeerefeaa- 8
Price +(‘5aln Re;\.l/m I ﬂullr'q". - 40
insider Decls! vty T i it - 24
AHJIJASAOND o prl 15
By 0214000000 T —
Ofins 0 00D OO DDOQ " g K |1
Wil 070000001 oy O e " H % TO1. RETURN 210
Institutional Decisions b 5y \l( e s
R o . "
I R T e i e momep
Hs[i08 34043 10569 10560 ~ ] i Sy. 288 301 [
1904 [ 1995|1996 [ 1997 | 1998 1989 2000 | 2001 [2002 | 2003 [2004 | 2005 [2006 [2007 [2008 | 2009 | 2010 [2041 | ©VALUELINEPUB, NC] 1315
243 UM J1N| 3433 M0d| 2604 | 2699 | 5308 | 3084 | BAO5S| 5959 | TS43 | 9351 | 9340 [ 10044 | 8549 | 7290 | JE.10 |Revenues persh 8615
265| 255 3| 132| 3o2| 256| 288 300 256 A5 275 298| a3m1 | Asr | 42 456 415 435 "CeshFlow™ ner sh 20
142 120 167 84| 15B| 147 137 181 148 | 182 182 190 231| 23X 264 | 92| 245| 260 Eamingsparsh AB 100
122 4] 126 130 w2 (2] 1M 134 134 13¢ | 135] 431 140 145 149 | 153| 1.57| 181 |Div'ds Decl'd por sh e 175
2501 283 2.35 244 26 258 20 251 280 [ 287 245 284 297 2n 257 236 245 2.55 [Cap'l Spending per sh 115
1244 | 305 1372| 1426 15| 1486) 1493 | 1525 | 1507 | w565 | 1696 171 | 1BBS | 1979 | 2212 2332| 180! 2430 [Book Value persh P N
1567 42! 1756 75| 1763 16881 1088 | 1888 | 10.95 | 1941 [ 2098 [ 2007 [ 2136 | 2165 | 2189 2217 | 2250 | 23.00 [Common Shs Outst'g €] 26.00
164 55 1e| 25| 55| 58| 149 145 200 136 | 57| 62| 136 M2] 143 134 | Bold figyres e [Ava AnR'I PE Ralio 16.0
1.08 M4 5 72 B1 80 87 k) 1.08 g8 83 L] 1 15 6 88 Value|Line Retative P/E Ratio 1.03
53% | 6% | 56% | 56% | S4% | Sa%| 6eM | ST | 5T | SA% | 4T% | 44% | 43% | d4% | 39%] 39% |  PP™ |Avg Anr') DIvid Yield L%
CAPITAL STRUCTURE as ol 12734{08 566.1 | 10021 | 7552 | 1050.3 | 1250.3 | 1507.0 | 19976 | 20216 | 2200.0 16952 [ 1840 | 1750 |Revenues [SmBl} A 2500
Total Debi §509.5 mill. Due In § Yrs $180.0 mil 60| 305| 224 Ms| 3| 00| 5| 48| 576| 43| 550( 60.0|Net Profil [Smil 80.0
gnﬁ?;éﬁ-;"ﬁgw_t';g‘“‘" SOMD. oy [327% | 4% | 0% | 3L8% | 36.1% | 925% |334% | 31.3% | 995% | 350% | 25.0% [mcome Tax Rate 0%
o 46% | 30% | 30% | 33% | 29% | 25% | 25% | 25% | 26% | 34% [ 34% | 3.4% MetProfit Margin 1%
85.2% | 49.5% | 47.5% | 50.4% | S16% | 4B.1% | 495% [453% | 44.4% | 429% [ 42.5% | 43.0% !Long-Term Debt Ratio aT.0%
Leases, Uncapltalized Annual rentals 5.5 mil. S4.5% | 50.2% | S2.3% | 40.4% | 4B.3% [ 51.8% | 5D4% | 546% | S5.5% [ ST 1% | 57.5% [ 57.0% |Common Equity Ratls | 53.0%
Penslon Assets-$/09 $223.7 m. 5182 | 5741 | 3466 | 6050 | 1374 | 7078 | 7969 | 7845 | 676.1) 9063 | 935 950 | Tota! Capital {Smil] 1360
PIé Stack None Oblig- $3700mI. | greg | g025 | 5944 | 6212 | 6469 | 6795 | 7638 | 7838 | 2232 | BSSO|  a70 [ @45 |NetPlant (pmil] 1230
€ ommon Stock 22262476 ghs. GT% | 65% | G0% | 74% | G6% | 76% | €A% | 65% | 61% | Bi% | 7.0% | 74% |RetumonTotdlCapl | 1.5%
as ol 124110 9.1% | 10.5% | T8% | 11.5% ) 10.1% | 90.9% | 12.5% | 41.6% | 11.8% [ §24% | 70.0% | 10.5% |Retuen on Shr. Eqully 11.0%
91% | 10.5% | 7.8% | 116% | 10.1% | 109% | 12.5% | 11.6% [ 11.8% | f24% | 10.0% | 10.5% |Retum on Com Equity 11.0%
MARKEY CAP; $750 million (Small Cap} 2% tan | NWF[ avwl 27 3| Si% [ 43% | 52% | 694 | 35% | 4.0% [Retalnedto ComEq 5.0%
CURREH_T POSITION 2008 2009 12731000 | 8% | B3% | M3% | ™% | 73% | 72% | sS9% | 63% S8% | 53% | 64% | 62% |ADh'ds to Net Prof L)
Cash Asspls 149 748 80.0 | BUSINESS: Laclede Group, Inc., i a holding company for Laclede  §5%; commercial and indusiral, 24%; tansportalion, 1%; olher,
Other _947.0 2942 3967 | Gas, whith distibutes natural gas in eastem Missousi, including e 10%. Has Bround 1.762 employees. Officers and direclors own ap-
Curreni Assels 5616 3688 4767 | cily of §I, Lovis, SL Lous Counly, &nd pars of 90 ather couniss. proximately 8% of camman shares (1730 proxy). Chairman, Chiel
Accts Pryabla 159.8 728 1354 Hae rowghly B3D,000 customers, Purchased SMBP Utiity Re- Exetutive Officar, and President Dougles H. Yaeger, Iacorparated:
Debi Dus 2161 1288 1457 | sources, 1.'02;_ divesied, M08, Therms sold and kensported in fiscal  Missouri. Addiess: 720 Olve Sireel, SL Louis, Missoun 63104, Tel-
Olher 1335 965 1275 | 200% 1.07 mill Reverup mix for requlaled opergtions: residential, ephone: 314-342.0500. Inleme!; wwaw.thelacledegroup.com.
Curenl Liab, 4782 78991 4078 [y ;ilede Group's share net plummeted ice to its customers. Of course, there 15 no
Fix. Chg, Cov. 377 420% n .400‘% 27% in the ogening quarl:gr of fiscal guarantee that the measure will be ap-
g’gu’z'ﬁ;fs fot :Yar? 55};{““;"‘5’39 2010, compared to the same period a proved, or that the full amount requested
Reveﬁues 12.0%  12.56% 5% ear earller. {Years end September 30th.) will be received.
"Cash Flow" 35% B5% 35% he shortfall occurred primarily because The company stands to register un-
Eemings a0% 108%  22% | Laclede Energy Resources suffered from a sEectacular results in the coming
Book Value 0% 65% 4p% | substandal reductlon in margins on sales three to five years, The customer base
Fiscat | QUARTERLY REVENUES (olx | Eall of natural gas, reflecting narrower price for Laclede Gas will probably continue to
Yoar | pocat Marty 30( "ge 30| Fisssl differentials. On a positive note, results for expand at a moderate rate, since the serv-
Ends |U¢¢1 Mard) Jund0 S6p.30) Year | | aclede Gas were boosted nicely by the ice territory is in a mature phase. Laclede
;gg; ﬁg ;222 gg;g ié?g %;g sale of propane in the wholesale market, Energy Resources offers promising growth
3009 |6743 6501 3095 2519 |18052 and, to a lesser degree, higher net invest- opportunities, but has contributed just a
010 14913 55 350 2468 1geg | Tuent income. small portion to total profits on a histori-
091 480 625 20 255 |;so | We expect more of the same durlng cal basis. A major acquisition could help to
Fiscal | EARNINGS PER SHARE A 8F ] the remainder 9f the year. Consequent- offset this, but it seems that management
Yeor [no s Wardl Jundd Sepap| Fisca ly. the companys bottom lUne for fiscal has no such plans in the works, at this
Ends - - ¥ Yeur [ 3010, as a whole, stands to drop about juncture.
gggg gg 13; ﬁ d?i %g} 16%, to $2.45 a share. But assuming a bet- e good-quality stock offers a gener-
2000 | 142 140 31 d22 | 2ep| ter performance from Laclede Energy Re- ous amount of current dividend in-
2000 | 103 130 35 o3 | 245| SoUrces, share net may advance 6%, to come, which is well covered by the compa-
01 | o100 141 @1 oz | 2¢0| $2.60. the [ollowing year. Note that our ny's earnings. But our projections indicate
cal. | CUARTERLY GIVIDENDS PAID €= | 7 figures do not include a pending rate case that additional increases in the distribu-
endar |Mar3t Sun30 Sendd Deedt Ye“;lr {discussed below). tion will be moderate, That is largely be-
P B - . ; A rate case was filed with the Mis- cause of the utility’s unexciting expansion
iggg -g‘sg gg‘g ggg ggg Hé souri Public Service Commission. Erospects. Meanwhile, the shares of
os | w5 s aws e | 4% Laclede seeks a net revenue Increase of Laclede are ranked 5 {Lowest) for Timeli-
m | 35 385 36 3mp | 154| $22.6 milllon annually, to help offset the ness.
|25 - ’ 7| rising costs of providing natural gas serv- Frederick L. Harris, IiT March 12, 2010
A) Fistal yoar ends Sept. 30th. ) ations; '08, 94¢, Nexd eams reporl due [ate | charges. h 'D9: $488.3 mil, $22.03/sh. Company's Finantial Strength B¢
B) Based on tverage s resotnstar_‘dm%lmu. Aprd. {C} Owidends historicelly paid In earty E) In milfions, Steck's Price Stabllity 10
57, then diluted. Excludes nonrecurming loss: | Janwary, Apeil, July, and Oclober, » Dividend | {F] Qlly. egs. may net sum due fo rounding or | Price Growth Persistence ]
'08, 7¢. Extluttes gain from discontinued oper- | reinvesiment plan available. (D] Incl. defersed | change in shares culstanding, Eamings Predictabliity B
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08 041 1120023 3 9% TOT, RETURN 210 L6
Institutional Ogclsions e i WLARTH
amn 0NN M | parcont 15 SAs) Ly [ SOtk Gmer |
oy 8 B dEE §Y —he e T
Wps 15126 35287 15134 | To0td 5 i * H Sy, 4l 4 |
19941 1995] 1996 [ 1997 [ 19958 [ 1899 2000 [ 2001 [2002 [2003 (2004 [2005 [2008 2607 [2008 [2009 [2010 (2011 [ SVALUEINEFUB, INC] {315
W30 | 1602] 1686 1582| 1677 07| 2009 | 2578 2507 | 2357 | 2569 | 3301 | ;a0 | 13| 2016 88| 3585 3555 |Revenves persh 420
35| y41| 385 arr| M| A2 a6B| 3BE| 385| 85| 392 42| 476 541 53t S512| 525 545 |"CashFlow" persh 640
1.63 [} .91 1.76 1402 170 1.719 1.86 1.62 176 186 211 235| 216 5| an 280 2085 |Earningapersh A 3.50
L1 118 120 1.21 122 123 1| 125 126 | 127 130 132 129 144 152 | 1.60) 1.58| 170 |Div'ds Decl'd per sh ©n 246
£A] J02[ a0 E&7| 40z 478 345 323 ad §80 | 552 | 348 | 356 | 4d40| 3sZ| S.0%| 770 6 [CapT Spending persh 450
LI_.%.SS WA5| §537) 1602| 1659 119%| 47.91 | 1B56| 18.88 | 1952 ) 2064 | 2428 | 2201 | 2252 | DN | 2488 | 2610| 245 |BookValue pes sh 3415
013 24| 7256| 2286 2485) 2509) 2523 [ 2523 2559 | 2554 | 2755 | 2758 | FT7d | 241 | 2650 26.53( 26.50| 26.60 [Comumen Shs Quisl’y © | 28.00
130 128 17| W4 WI[ 5] 24| 28] 172] 1458 16.7 10| 158 167 18.9 15.0 | pare figires are |Avg Ann'l PJE Ratio 170
BS EL] RE| 43 1.38 83 kil 66 M 90 B 81 B .89 108 102 Wlestiee |Rolalive PIE Ralle 115
s5% | 57% | 52% | 4% | asu| so% | sew | sam | as% | 4b% | Am loamw [ ame | 3% | a3%| ame| TT™ |Avp AneiDd Yield 16%
CAPITAL STRUCTURE as of 12131109 s2.1 | 6563 ] 6414 6113 | 7076 | 9105 [ 40132 [0z [oars [ 10127 | 850 1025 [Revenves ($mil) 1150
Total Debt §738.7 mil. Duelr § Vs $145 mll, 47B| S02| 438) 460 | 06| 584 | €52 | 745 | 685) 736[ 45| 80.6 |Nel Profit [$mill 580
LT Debt 36037 mll. LT Inforast $34.0 il 355% | 354% | 340% | 307% | MAR | %.0% | 963% | o7.2% | 355% | 38.3% | 37.0% | 37.0% [tncome Tax Rale 7K
(Tola Ineres! ooverage: 3.9} ot | T | 6B% | 7w | 7w | eaw | eaw | 7% | esw | 70| 7o | 789 et Prefit Bargin %
45.4% | 43.0% | 476% | 48.7% | 46.0% | 47.0% | 663W [ 46.3% | 44.9% [ 47.7% | S0% | §7% |Long-Term Bebt Ratio 50%
Penslon Assels-12/08 $201 mill 50.5% | 532% | 515% | 50.3% [ 54.0% | 53.0% | 53.7% [537% | 55.4% [ 52.3% | 50% | 49% |Common Equily Ratio 50%
Oblig. 3308 milL 867.5 | BAD5 | 9373 | 10066 | 10525 | 11084 | 11465 | 11068 | 1404 | 12616 | 1400 1500 |Tolal Capital (Smil} 1800
P14 Steck None 9340 | 9650 | 9955 | 12059 | 3184 | 13734 | 14251 | 14959 [ 15400 [ 16701 | 1800 | 900 |Nat Plant (Smill 2200
Common Stock 25,533,028 shares 67% | 69% | 59% | 57% | 59% [ 65% | 7.4% [ 85% | 7.7% | 0% | 2.0%| 8.0% |Raturaon Total Cap? 2.6%
as of 22310 O8% | 10.0% | 89% | Gi% ) BO9% | 9.9% | 10.9% [925% | 10.9% | 11.4% | 71.0% | F1.0% |Returmon Shr. Equity 2.0%
MARKET CAP $4.2 billlon {Mid Cap) 100% | 102% | B5% | 0.0% | BS% | 99% | 10.9% [125% [ 10.9% | 11.4% | 1.0% | 17.0% |Retuin on Com Equily 20%
1% | 35% | 19% ] 6% | LI% | 3T% | 45% | 6.0% | 45% | 47% | 45% | 4.5% |Reteinedlo ComEg 154
CUR&‘EIT POSITION 2007 2000 2009 | 0% [ 67% | 0% | % | 63% | B3% | 59% | 52% | 55% | GSB% | 0% | 60% |Al Div'ds tottet Praf 624
Cash Assels .1 6.9 B.4 | BUSINESS: Noihwest Natural Gas Co. distributes natural gas Io Owns lozal underground sicrage. Rev. breakdown: residentiaf,
Olner _2688 4741 3188 | go communilies, 566,000 cuslomers, In Oregon (0% af cuslomers)  57%; commerclsl, 26%; indusirinl, gas transporation, and other,
Current Assels 2749 481 32B.2 | and in southwest Washington slele, Principal cilies served; Porland  7%. Emgloys 1,061. Bardfays Global owns 8.6% of shares; of-
’Sgg‘lsglfg’ab‘ﬂ ug:; 22340 }g?g end Eupena, OR; Vancouver, WA, Service area populelion: 2,5 mil,  ficers and direclors, 4.4% (429 praxy). CEO: Gregg §. Kanlor. Inc.:
Other 1221 2085 1318 {77% In OR} Company buys gas supply from Canedian and U.S. Oregon. Address: 220 Nw 2nd Ave., Porlland, OR 97209, Tele-
Current Usb. 395 5513 3628 | producers; has irgnsporiation righls on Northvest Pipeling system.  phone: 503-226-4211, Inlernet: vavw.Mvmelurel oom
Fx. Ch. Cov. 408% 393% 395% | Northwest Natural's 2009 results Steady growth is likely next year. We
ANNUAL RATES Past  Past Fal'd'06-08| reflected some unusual items. The expect the recovery in customer growth
gﬁ?g‘”"‘) 1°;’E~% 57"5;% 192!35",:‘: company earned $15 milllen pretax from and industrial gas use to continue, Polls
Coch Flow 38% 65y  35% | its commodity cost-sharing arrangement Indicate that gas is favored over electricity
Eamings 50% B0% 50% | in Oregon, under which Northwest retains for home heating gy a three to one margin
g&ﬂﬂ\?"; %—g& g-g% S0% | some of the dilference between actual and In Portland, and returning prosperity
bl ‘ - . forecast gas costs, with the majority going should Increase conversions to gas from
Cal- | QUARTERLYREVENUES(imill} | run | to the rate payers. That windfall was par- other fuels. Costs should remain maderate,
endor |Mard1 Jun.30 Sepd0 Detd| Year | tially offset by higher pension, healthcare, as last year's new union contract provides
007 | 3941 1832 1242 317 10337 | incentlve bonus, and severance costs, Cus- for more workforce flexibillty and caps
2008 | 387.7 1913 1087 3492 10378 | tomer growth was jJust belaw 1% last year, payroll and healthcare costs at 3% annual-
209 14373 1493 1168 3093 10327 | compared with an average of around 3% Ka depending on infiation. Finally, the Gill
010 375 135 110 20| 850 | annually for many years through 2007, as Ranch gas storage project in California is
00 dep  #4F 125 355 110 ) ehe recession flattened housing starts. All scheduled to open late this year and ought
cel- EARNINGS PER SHARE 4 Full | told, earnings would have been around to contribute to results in 2011,
endar |Mar31 Jun30 Sep.3d Dec.3d| Year| $2.60-$2.65 a share in 2009, excluding the A new pipeline could boost earnings
2007 (417 10 d22 11 [ 276| unususal items. noticeably by 2013-2015, Northwest
008 (162 08 438 125 | 257| We anticlpate a normal year in 2010. owns half of the proposed Palomar
009 (112 92 425 118 [ 277| Thapks to much-lower natural gas prices, pipeline, which would provide Portland a
gg:? :;? ;; 5519' ;g: g;g Northwest is lowering lts residential pas needed second source of gas. If both halves
e - : - =2 prices by around 10% this year. That and are built, the company’s investment would
Cal- | QUARTERLYDVIOENDSPAID®w | Puy | the incipient economic recovery should be around $400 million. Though that
endar |Mardl Jun.30 Sep.3D Dee.di| Year groduce better customer growth than {n would entail raising some equicy, it would
2006 | 35 345 M5 355 | 129| 2009. Operating costs should remain mod- lift earnings beyond our forecast, which
w07 [ 355 355 35 AT | 144 erate, owing to a roughly 20% headcount excludes the project for now.
2008 (375 A7S 375 395 | 182 | reduction since 2005, Pension and bonus These high-quality shares offer pood
09 | 395 396 395 415 | 180| expenses should decline, unless the latter risk adjusted total-return potential.
010 | 415 rises due to a very good year. Sigourney B. Romatne ‘arch 12, 2010
{A) Diluleg carnings per share, Excludes non- | {B) Oividends historically paid in mid-February, | (€} In millions, adjusled for spiil. | Company's Financlal Strength A
recurring iterns: ‘88, $0.15; '00, $0.11; '06, | May, August, and November. Stack's Price Slabllity 100
{30.08}, '08, [$0.03); "09, 6. Next eamings | @ OMdend reinvestment pan avallabie. Price Grawth Parsislence 70
reponl due eary May. Eamings Predictadility 90
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1694 | 1995 ] 1996 1997 [ 1998 1599 | 2000 | 2001 | 2002 | 2003 [2004 | 2005 [2006 | 2007 [2008 | 2009 | 2010 | 2041 | CVALUE LINEFUE, ﬂ 1315
1082 876| 1159 1284 w245 wg7| 361 | 1708 | 1257 | 1894 | 1995 | 2206 | 2580 | 2337 | 2852 | 2235 | 23.60| 2450 |Reverues parshA s
193] 25| 49| a2 1z tr0| 1ar| 181 18| 204 23| 243 251 24| 27| aov| 285|293 |"CashFlow® persh i
s 7| a4 93| o| s3] 1ot ot 85| 41| @) 132 128| 140 149 | 187| 1.65| 1.70 |Esrnings persh A® 1.95
s sl 57l sl ea] se) el 76 sy g2 85| ) 95| 49| 103] 1O7) Af1] 195 |DivdsDecldpersh®e | 1.27
T95[ tiz| 184| 152 14B| 58| 65| 19| (21| 16| 185| 250| 2714 | 185| 24T 1.76| 65| .55 |CapiSpendmg persh 45
568 616 653 695| 745 786| 26| B63| 891| 036 15| 1153 | 1183 | 1199 | 1241 | 1267 | 12.95| 1140 (Book Value persh© 1410
5345 5i67] 5090| 6033| BV.48| 6250| 6383 | G405 | 6016 6731 | 7667 | 76.00 | 7461 | 7223 | 7326 | 7327 | 7Z00| J1.50 [Common Shs Oulsg& | 68.00
BI| T38| 138| 138 163| 107| 43| 167| 64| 67| 66| WO | 12| 167| 163 154 | Buldoptreaarc |Avg Anni PIE Ratia (rx
w03\ 2l 87| 7a| 85| sp1] s3] e8| 01| 95| 88| 95| 04| 99| 1p| 02| ¥kelee | Relaflve PIE Rallo 1.50
48% | 4% | 49%| 4B% | 40% | 41%| SO% | 4% | 46% | 44% | a0m | 38% | aew | asx | s | e T |AvpAnniDivd View 3.3%

CAPITAL STRUCTURE as of 10/34/08 8204 | 11079 | &320 [ 12208 [ 15207 [ 17641 [ 19246 | 17143 [ 2089.1 | 16380 | 1700 | 4750 [Revenues (Smifj4 1915

Tota! Debt $1008.5 mil Due In 5 Yrs $220.0 mil. B40| 655) 622 744 952 | 1003 | 972 | W44 | 1950 1228 | 19| 120 |NetProfit [$mil] 135

h’ﬁ;ﬁ:ﬁfﬂﬂq u};{;‘mﬁfg&ﬂ“-a, 34T% | 6% | 33.1% | 45% | 35.1% | 931% | 342% |330% | 36.0% | 265% | 35.0% | 350% |income Tax Rate XA

350 S ge: 7% | 5% | 7s% | 6% | exp | sew | sos | 6% | s3% | YE%| 7.0% | 7.0% [NetProfit Margin 0% |

4E.1% | 476% | 43.9% | 42.2% | 436% | 414% [d403% | 4BA% | 47.0% | 44.1% | 44.5% | 455% [Long-Term DebiRatio | 47.0%

. £3.0% | 524% | 56.1% | 57.0% | 56.4% [ 58.6% | 517% | 51.6% | 528% | 559% | 55.5% | 54.5% |Commen Equity Ratlo | S53.0%

Pansion Asse1s-10/09 $184 3 mil. 978.4 [ 10694 | 10516 | 10902 | 15145 [ 15092 | 47079 | 1703.3 | 16815 | 16505 | 1660 | 1760 [Tota! Caplta) ($mill) 1915

Oblig. 1953 mM, | 10720 | 11147 | 11585 | 4123 | 16058 | 19350 | 20753 | 21415 | 22408 | 23064 | 2380 | 2375 |NetPlantlsmi) | M50

PId Stack Nona B3% | 7.9% | 7% | BE% | T8% | &2% | 7.2% | 7.0% | 0.2% | 91% | 8.5% | &.5% [RewmonTotlCapl | £.5%

120% [ 117% | 106% | 108% | 110 [ 115% | 100% | 119% | 124% | 13.2% | 12.0% | 125% |Retern on Shr Equty | 12.0%

camfrr‘ug;\iﬁgjgma,zss‘aun shs, $24% | 11.7% | 108% [ 19.8% | 101% | 11.5% | 11.0% | 119% | 12.4% | 132% | 13.0% | 125% [Returnon ComEquity | 13.6%

B o ) IS 30% | ST% ) 30% | 3T% | 6% | 28% | 35% | 3.0% | 48% | 40% | 4.0% |Relmed loComEq 5.0%
- 2l 66 14 &9 7% | Al Dhv'ds to Net Prof

MARKET CAP: $1.9 bififon [Mid Cap) %) 7s% | sl MW | GE% | 8% | 7% | TO% % | 64% | E7% | E7% |AlIDNs to Net Prof 65%

2008 10133109

CURRENT POSITION 2007
$ALL)

BUSINESS: Piedmom MNatwral Gas Gompany Is pimarly a regu-

8.4 years. Non+egulated operalions: sale of gas-pawered heating

ANNUAL RATES  Past

Past Eel'd '07-'08

131§

Cash Assets 7.5 7.0 7.6 | laled naturel gas distinutor, serving over 952,469 cuslomers in - equipment; nalurad gas brokering; propane sales. Has ebout 4,621
Other 4278 _593.B 5056 | Nerh Carling, South Carolln, end Tennesses, 2004 revenue mix;  employees. Officers & diteclors gwn ebout 1,3% of common siock
Curront Assels 4353 TBOOB 5732 | residental (48%), commerclal (28%), industrial (8%), other {16%) (1710 proxy). Chairman, CEO, & President: Thomas E. Skains. inc.:
%‘:El-"g :grable 113‘3% lgg'g 5?5%3 Principal suppliers: Transco and Tennessee Plpaline. Gas cosls:  NC. Address: 4720 Pledmonl Raw Orive, Charlotie, NC 26210, Tel-
Other B58 1127 1138 | 557% of revenues. 09 deprec. rele: 3.4%. EsUmaled plant age:  ephone: 704-354-3120. Infemet: wwaw piedmoning.com.

Current Liab. 4745 6&1;5 §002| Piedmont Natural Gas likely posted a factored into our reduced estimates.

Fix. Chg. Cav, 300% 3% 316% | modest earnings advance for the first

quarter of fiscal 2010 (ended January

ocungs pereh]  T0Jre, Sfm. 055 | 31st), The company was expected to issue 3575 million {$0.42 a share) from AGL
“Cash Flow" BE% 5% 2.5% financigl results shordly after this report Resources for a 15% stake In Southstar
Eamings - 9.0% B5% 40% | went to press. Top line volumes probably That deal closed during the January Inter-
Dhvidends 25 4% 33% | advanced in the low single-digit range. lm and should provide a nice boost to cash.
_ - thanks to additjonal customer accounts, The downside s that earnings contribu-
F",:i:' QUARTERLY REVENUES (§ mfl,) A fal| and a firming up in natural gas pricing. tions from those holdings were starting to
Jar 3t Aprdt Juldt Qetd i i
Ends Year | Meantbme, system throuphput ought to pick up. but due to the diminished stake,
Wy 16772 5315 244 2182 11113 have advanced a couple of percentage will now fall by roughly 50%.
2003|7885 342 347 3T 120891 pojnes as a result of colder-than-normal We have introduced our 2011 revenue
gg?: -;;gs 1?34 11%‘;3 22%8 11?%%1 weather patterns. Margins likely contin- and earnings estimates of £1.75 billian
2011 |#ex 480 210 255 |trsg | “ed to benefit from last year's rate-case in- and $1,70 a share, respectively. Contin-
Fecal o - creases in North Carolina and lower oper- ued growth in customer accounts, and the
Yoar EARNINGS PER SHARE gul | ations and maintenance expenses. On bal- benefits from existing joint ventures
gnds |Jand1 Aprd0 Jul31 Oct3t | vear | ance, profics probably rose approximately should all contribute fo the anticipated
2007 | 94 69 d12  di1 | 140| 5% over that time frame. However, rebound in the top and bottomn lines.
%ggg ”g ?g g:g gag :g? We trimmed $0.20 off our 2010 share- These neutrally ranked shares may
010 | 445 75 dio dif | 1g5| NCt estimate, PNY has proposed rate re- appeal to income-oriented accounts.
2001 | 116 77 doy ot | 17p| ductlons for customners in North and South The equlty offers a decent dividend yleld,
. - : - *— Carolina, due to the declining cost of when compared to other utilities covered
Cal- | QUARTERLYOMDEHDS PAR °« [ Fult | wholesale gas prices. The proposal would in the lgjue Line Investment Survey,
endar |Mard) Jun3 Sepd) Dec3t]| ¥ear! jower residential billing rates in each state Meantime, solid dividend-growth pros-
W06 23 M4 M . 85| by roughly 5%. If it is passed. the new pects, an Above-Average Safety rank (),
07§24 25 2528 93| rates will have gone into effect on March and a top mark for Price Stability (100)
zggg gg g? g gg 103 1st. Meantime, diminished contributions are all pluses.
;mn 5 - : W7 from the Southstar divestiture are also Bryan J. Fong March 12, 2010

The company sold half of its Scuth-

star Ener holdings. PNY received

= S Fi
earnings. Excl. extraordinary flem: | putstanding, Stock's ;I’ll:! Stabllity

Be. Excl nonrecurring tharge: 97, 2¢. Sl:;) Dividends hisloricaly paid mid-Jarwary, million, 43f/share. Price Growth Persistance &0

Nexl earnings reporl due eary May. Quarters i, July, Octeber, (E) In miliens, adjusled for stock split Eamings Pradictabillty 95
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SOUTHWEST GAS wyse s

PE
RATIO

RECENT
PRICE

20,5670 14,6 (et

RELATVE
PIE RATIO

0.86% 3.4%

High:| 295
Low: 20.4
LEGENDS

TIMELINESS 3 Rased S2308
SAFETY 3 Loveedemi

TECHNICAL 2 Rassed 22610
BETA .75 (1.00=Marke)}

201315 PROJECTIGRS

did
+ Relabve Pr

— 150 ¥ Dividends p sh
ded

Oglinns Yes
hated grba pity recerchn
Latest recessior began 1207

236
183

26.2
218

230 2

q 253
18.9| 18

281 394 | 398
181 i

2E| 00| 265

295
74

333
211

296 Target Price Range
263 20’1“3 2014 ofs

2

an

Rale
Steag

6D

Ll
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I";II ! .llu

i G2l Anr'l Total
cn ain oo
Iy,

| s

0
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Insider Declslon:
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A
0
0
3

b =1-K"1

5|
EN
3
<
o
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a
o
a
th
g
a
A=

HEH

Parcant
ES

shares
71 Uraded

o500 32859 37802

1994 | 1995 1996 1998

2007

2002 (2003 | 2004 | 2005 | 2006

% TOT, RETURN 210

115

2008 (2005 (2010 [2041 | ©VALUELINEPUB, i¥

017
448
165
bz

2816 | 2303 2409
508 265 W0
122 A0 5

80 £2 B2

50.28
(¥}
185

B8

4359 | 4847
320 547
126 | 158

a2 a2

39.68
an
116

B2

358
BRI
113

82

iy
55
1.66
42

%.00
1.50
265
12

4295
40
285
1.00

4470
§.80
220
1.05

Revenues per sh

"Cash Fiow™ per sh
Earnings persh &

Div'ds Dacl'd per sh Paj

42.00
615
194

85

1353
5.76
139

80

5
1567

G64| B73| 819
1639 | 1455 1420

823
1818

43| 827
1810 | 2158

1.96
2298

1.03
18.42

850
79

8.50
30.00

5.63
26140

b.40
.65

4.50
24.46

CapTSpending per ch
Book Value par sh

679
23.49

A28 AL BN 3041

939 | 3423 | 3603 | 333 | 4177 | 4280

4419 | 4500 | 46,00 | 47.00 [Common Shs Quist'g © [ 5000

140 NMF| NMF 132
82| NMF| NMF 59

a%| sa%| 4m%| e | 8%

173
A2
6%

6] 153
AL 1]
3% | 26%

192
.09
8%

143
J6
35%

139
1.09
36%

150
1.00
10%

122
.BD
40%

03
1.2
3.2%

Avp Ann'l PIE Ratio
Relative PIE Ratio
Avg Ann'l Div'd Yield

Bold fighres ara
Value|Line
ertimates

CAPITAL STRUCTURE as of 12/31/09
Total Debt $1270.7 mill. Due in § Yrs $496.3 mil.

1714.3 | 20247
81| 805

152
832

1320.9
386

e
B3

Han
ELE)

2000
135

1978 | 2100
%0 10

18938
B7.4

Revenues [$mil)

Net Profit (Smill}

21347
£10

LT Datd §1269.4 miL LT interest $85.0 m2.
[Talal inlerest covarege: 2.6x)
Leases, Uncapltalized Annual renlals §5.0 mill

35.5%
8%

7% | 31.3%
28% | 40%

328%
25%

0.5%
1%

8%
40%

J6.0%
4.8%

35.0% | 36.0%
48% | s

Income Tax Rate
Net Profit Margin

0%
4.6%

1%
28%

Pension Assets-12/00 $41B.5 mm,
Dblg. $648,6 mil,
Prd Stock None

5a1%
41.9%

BA2%
35.8%

538% | 60.6%
3652% | 354%

G2.5%
1%

B65.0%
0%

5%
54.5%

51.0% | 50.6%
49.0% | 50.0%

535%
465%

553%
44.7%

Lang-Term Debt Ratin
Comeon Equity Ratie

23447
2843.3

1966.6
2%

2760 | 2287 8
24B%.1 | 26681

17483
19795

1851.6
HIsT

%825
3620

5G| 2600
M| 30

Total Capital {$mill}
Net Plant [$mii}

23233
28833

23120
W05

Commen Slock 45,228,164 sha,
as of 2117110

5.5%
8.5%
B.5%

50%
BI%
B3%

43% | 55%
64% | 89%
6.4% | 89%

3%
59%
£.5%

4.2%
6.1%
61%

6.0%
6.6%

6.5%
.0%
9.9%

60% | 6.0%
0% | a5
8.0% | 4.5%

45%
59%
59%

5.5%
74%
18%

Return on Total Cap't
Return on Shy, Equity
Retuen on Com Equity

MARKET CAP: $1.3 billion (Mid Cap}

CURRENT POSITION 2007 2008 1211103
[SHILL)

19 | 19% | 17% | 43% | 2.2% | 52% | 4%
67% | % | 0% | TZm | 49% | 65% | 42% | 4%

2| 40% | 40% | 4.5% |Retalnedio Com Eq 5.0%
% 49% 8% 45% |AltDi'ds lo Mel Prof W%

32.0 204 85.3
470.5 4117 3523

50z5 4981 T4iTB
1934 1589

628 1.3
2557 3140
50308 4742

Cash Assels
Other

Currenl Assets
Accls Payable
Deb! Bua
Qlher

Current Liab. 52739

260.1

BUSINESS; Southwest Gas Corporalion is & regulaled pas dis-
irbulor serving approximalely 1.8 milion cuslomers in eeclions of
Arizona, Nevade, and Galifornia, Camprised of two business seg-
menls:. natursl gas operalions and construclion services, 2008 mar-
gin mbi: resldential and small commercial, B6%; large commerdal
and industrial, 4%; transperiation, $0%. Tola! thraughput: 2.2 bilion

therms, Seld PriMeril Bank, 7/96. Has 4,450 employees, Of. & Dir,
own 2.0% of common slock; 7. Rowa Prica Associales, Inc., 7.0%;
Barclays Global Inveslors, 6.6%; GAMCO Investors, Inc., B.4%
(309 Proxy). Chairman; James J. Kropid, CEQ: Jefirey W. Shawr.
Inc: CA, Addess: 5241 Spring Mountzin Road, Las Vegas, Ne-
vada 83193, Telophone: 702-876-7237. Internel: vww. swgas.com.

Fx. Chp. Cov. 220%  224%  25i%

ANNUAL RATES  Past
ofchange {per sh} 10 ¥rs,
Revenues 5.0%
"Cash Flaw" ;.5%

0E%  1.0%

Eamings
45%  50%

Dividends
Bock Value

Cal. QUARTERLY REVERUES 4§ mill)
endar |Mar31 Jun3} Sep.30 Dec.d

Past Esr'd'07-'0%
§Yrs, )

5.5%
4.5%

Full
Year

2152.1
2144.7
1853.8
1975
2100

Full
Year

2007 | 7937 4266 1715 5603
2008 | 8138 4473 3144 5004
2009 (6B99 2876 75 4958
2000 715 415 335 510
201% (740 440 360 560
Cal- EARNINGS PER SHARE A
endar [Mar3! Jun30 Sep.30 Decdd

1.95
138
184
05
220

007 | 147 d0t  d22 06
008 [ 144 d06 ¢ M
112 401 418 402
120 NI d20 10§
.28 NI di5 110

QUARTERLY DIVIDENDS PAID En
Mar3t Jun30 Sep3D Dsc.3i

Full
Year

B2
.B5
B9
k]

205 205 A8 05
206 215 218 215
215 225 225 25
225 238 B .23
238 250

Southwest Gas began 2010 on a sound
note, despite a challenging operating envi-
ronment. The bottom line should further
beneflt from higher rates in the company’s
service territories {discussed below) and
improved cost controls. Modest customer
growth should also help. Overall, we antl-
cipate 2 moderate bottom-line advance at
Southwest Gas for the current year
Growth wil! probably continue from 2011
onward. The company has reduced its cap-
ital expenditures, given the current low-
growth environment. The southwest was
one of the nation’s hardest hit regjons dur-
ing the housing crisis. Even so, Southwest
Gas continues to upgrade and expand its
distribution system, and we expect invest-
ment in operations will gradually rebound
in the coming years.

The company Is benefiting from
recent rate relief. Southwest Gas has
realized higher rates In Nevada, Califor-
nia, and Arizena. In addition, SWX now
has improved rate design in Nevada that
allows it to more aggressively encourage
conservation by its customers. The compa-
ny's focus on procuring rate rellef and im-
proving rate design is important, as such

approved revenue increases help it te cope
with growth in operating expeases.

The board has recently approved a
dividend increase of roughly 5%. Start-
ing with the June payout, the quarter]

dividend s now $0.25 per share. This fol-
lows other dividend hikes in recent years.
We [ind this pattern encouraging and ex-
pect it to continue,

But the stock is mot without risk.
Wanner-than-usual temperatures during
the winter months can hurt prefitability at
Southwest Gas. Also, the company wlll
probably incur greater costs as it contin-
ues to expand operations. Marecver, in-
sufficient, or Jagging, rate relief can also
hurt performance.

These shares remain neutrally ranked
for year-ahead relative price perform-
ance. Looking further ouf, we antlcipate
selid bottom-line growth at the company
over the pull to 2013-2015. Income-
eriented accounts may find this lssue’s
dividend th prospects attractive. That
sald, total return potential for the coming
years is not particularly compelling, from

the present guotation.
March 12, 2010

|A) Based on avg. shares outstand, i, ‘98, | due to rounding. Next egs. repoft due lale

Apriliearly Muy. (B) Dividends hisicrically paid

eary March,

Div'd rei
reserved. Facua maleds b otAsined from sources befieved w be refisble and b provided sithtut waneroiey o any kind.

CA AMY ERRDAS OR OMISSIONS HEREIN, This publralion Is siicty for subrscriber’s own. non-comomescied, mema) use, No part
fied & for penentng o marketing any prinied of eledvonit publton, sonvice of producl

then diluted, Excl, norrec. gaing glosses): ar,
16¢: ‘02, (102). ‘05, (,11¢]‘. 7¢. Excl, loss
from disc. aps.: 95, 154, Totals may nol sum
© 2030, Vale Line Msh‘r? Inc. AF
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WGL HOLDINGS nvse o

%ﬁm 1 4.6 (L’i’a‘ifﬁ EE

&2 3353

RELATIVE
PIE RATI

0.86(% 4.4%

SAFETY

]

gh
Lo

TMELINESS 4 Loverd T

TECHMICAL 2 Raied 2n20
BETA 65 (1.00 = Mare)

Price

45 {+1§
35 145%

High:
Law:
T Rabed w2y

CTIO
Ann't Total

294
210

LEGENDS
—— 130 1 Onédends p 3

jons: Yes

haded eres: prior raceITion
Latest recesshn began 12007

e Stengh

34| 348 336| 359

31.5| 305| 295 288
. 267 | 28B( 270| 298

21.8 183 232

374
224

355
284

M5

ns Target Price Range

2013|2014 2015
a

h
Rale

| 50

j ..........

e
]

¥ ] Lty

F

afig i)

Gain  Relum

FTIIOT Bl T

) Llu:.:'"ll

% Tgﬁ

TN s e
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"
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KIfo04)

Insider Decisten
AR
00
[}
[

n.

Institutional Declsion

evenet Y,

e

ehawt®ra,

4
]
0
0

J
o
0
0
|

Lbali]
85
86 a8

78
74
20919 231333 31643

sharea
uaded

Percant

% TOT, RETURN 210
THIS  NLARTIH.
Stk bmin

1984

19951996 | 1997 | 1993

1899

i
z000 | 2001 | 2002 | 2003 {2004 | 2005 [ 2006 | 2007

133 mas
3yr 188 0.8
Syt 33.2 .1

©VALUE LINE PUB., INC.

Yyr

2008 (2008 :2010 12011 $3.15

169
24
142
114

1930 ] 99| Mg
25| 29| ww
145| 85| 145
12 L] 1

F<RL)
19
1.5
1.2

€09
L4
147
1.2

219
20
179
1.4

280 | 183
1| 263
188 114
i26 | 427

4245
1.00
230
128

428
18I
1.98
1.3

4.3
07
13
132

5395
184
194
1.35

§351
389
09
137

5265
3
244
141

5388
LEL]
253
147

53.00
4.4
130
131

400
435
zds
1.58

Revenues per sh 4
“Cagh Flow" per sh
Earnings persh®
Div'ds Decl'd per sh Ca

530
47
i
147

284
{151

263 285 32
11.95 | 1279 1348

3.62
1386

342
wn

267
15.31

288 | 3
1624 | 15.78

265
1625

33
16.95

232
1780

a2y
18.85

333
19.83

110
20.89

277
21.89

3.00
2265

280
23.85

250
2675

Cap'l Spending per shv
Book Value per sh¥

4219

4293 4370 ( 4370 4384

4547

4647 [ 48547 4856 | 4863 | 4867 | 4865 | 4B.B9 | 49.45

49.92 [ 5014 [ 5060 | 50.00 [Comman Shs Duist'gE | 50.00

140
92

5.6%

127 18| 127
B 12 13

172
B9

113
9%

£1% | 54% | 50% | 45%

484

145
)
4%

Wi ai
a5 1%
6% | 4.8%

[IX}
fx)
50%

142
T8
46%

141
KL
2%

185
B
4.5%

156
.83
4.2%

137
B2
4.2%

126
43
45%

150
1.00
4.1%

Avg Ann't PIE Ratio
Relatlve PIE Ratio
Avg Ann Div'd Yield

Bold figlres sre
ValusiLine
astimatey

5.1x)

CAPITAL STRUCTURE as of 12/31/09
Total Oebt $871.¢ mil.
LT Pabt $512.8 mil.

Due In 5 Yrs $256

Pention Assets-9/09 §550.0 mil.

T mill.

LT Interest $40.4 mil.
{LT interes| eamad: 6.2« la! interest coverage:

Oblg. $678.4 mil.

Common Stock 50,302,721 shs,
as of 12910

MARKET CAP: §1.7 billion {Mid Cap)

Prelerrad Stock $28.2 mill, PId. Oly'd $4.3 mill,

10311
845

65 | 15848
898 | 557

2064.2
1123

20896
90

21863
1048

26319
86.0

26460
1029

26282
1228

2650
115

21069
128.7

2100
125

2855
135

Revenues [Smill) #
Kel Profit [$mill

36.1%
0.2%

396N | M0%
B2% | 35%

38.0%
54%

38.2%
A%

W44
48%

39.0%
38%

39.%
3%

1%
4.7%

39.1%
48%

0%
4.5%

30.0%
4.5%

8.0%
4.8%

Intome Tax Rate
Nel Profit thargin

43.1%
S4.8%

41T% | 457%
562% | 524%

41.9%
54.3%

409%
§7.2%

BE%
SB.6%

37.8%
ED4%

8%
60.3%

359%
62.4%

1.3%
65.0%

35.0%
62.5%

35.0%
63.5%

Long-Term Dad Ratlo
Common Equily Rafie

Ho%
G0.5%

1298.2
1460.3

4008 | 14625
1619.7 | 16068

14549
18749

436
19158

1478.4
1968.7

1526.1
20678

18254
21504

16795
22083

1681.7
22691

1810
2330

1855
2398

Total Capltal (Smily
et Plant {Smill]

015
2600

1.9%
11.4%
1"k

T9% | 53%
10% | 70%
% | 12%

921%
137%
14.0%

8.2%
11.5%
1%

85%
1%
120%

T6%
10.1% [ 102%

76%

B6.5%
4%
11.6%

88%
14%
116%

T.5%
10.0%
10.5%

.64
10.5%
11.0%

LO%
10.5%
11.0%

Return on Tota} Cap'l
Return on Shr. Equity
Return en Com Eqully

10.3% | 10.4%
A% [ 3B% [ NMF | 62% | 41% | 46%

CURRENT POSITION
L]

Cash Assels 6.2

Olher

Currant Assels

Accls Peyable

Dabt Dua

Currani Ligh,
Fix. Chp. Cov.

2003 2009 t

2 7.9
7361 6756
7423
2431
70
1584 1346
7405 6348
490%  533%

23109

136
852.1
6857
2712
258.2
244.5
7750
535%

I 1%
6% | 67% | 112% | 5% | B5% | 62% | 69% | BS%

50% | S0% | 3.5% | 4.0% [Retetned o ComEq 4.0%
5M% | ST | 65K | 63% (Al Divds to Nel Prof 1%

BUSINESS: WGL Holdings, Inc, is the paren of Washingten Gas
Light, & netura) gas distibutor in Washinglon, D.C. and adiacenl
areas of VA and MD to residont’] and comml users 1,064,671
melers), Hempshire Gas, a federaly regulated sub., operales an
underground gas-storage facllity n WV. Nonveguiated subs.;
Wash. Gaa Energy Sves, sells and delivers aatural gas end pro-

vides energy related products in the D.C, mebo area; Wash. Gas
Energy Sys. designsfinslalls comm'l heeling, ventilating, and eir
cond, systems, American Century Inv, own 7.7% of comman slock;
OftMdir, less than 1% {110 proxy). Chrmn, & CEOQ; Terry D, McCak
lister. Inc.: D.C. and VA Addr.: 1100 K SL, N.W,, Washingian, D.C.
20080. Tel.: 202-624-6410. Intamet: varuwghaldings.com,

WGL Holdings is off to a so-so start in

ANNUAL RATES Past
of change (per sh)
Revenues
“Cash Flow"
Eamnings
Dividends
Beok Valua

108 ¥rs. 5., o
9.0%
4.0%
4.0%
1.5%
§.0%

Pasl Est'd

'a7-'0%
315
1.0%
2.0%
25%

3.0%
4.0%

fiscal 2010 {began October 1st). Reve-
nues declined 12% in the first quarter.
This stemmed from diminished volumes at
the regulated utility business due to soft
pricing and customer conservation. But
this was partially offset by rising velumes

[ Flacat
Yaar
Ends

QUARTERLY REVEMUES {5 mill} »
Dec3t Mar3f Jun30 Sep.3d

Full
Fiscal
Yepr

at the non-utility operations, Mesntime,
the design-build unit did not make

2007
2008
2003
2010
2011

7328 1199 615 3257
7518 0200 4647 3INI
826.2 10409 4210 4128
7274 1050 455 416
740 fo6p 465 435

26460
26202

meaningful contributions to the bottom
line this past quarter as profitability fell
into negative territory. Still, decreases in
the cost of gas minimized the bottom-line

Fiscal
Year
Ends

EARNINGS PER SHARE » B
Dec.31 Mard1 Junid Sep.dd

001
2008
2009
Flall
201

82 127 2 4y
B8 166 06 424
103 166 M 43
185 05 dd
105 158 07 o2

Cal-
endar

QUARTERLY DIVIDENDS PAID € m
Mar31 Jun3dD Sep.30 Dec.3t

2008
2607
208
2008
2010

decline to roughly 2%, which was better
than we had expected. Nonetheless,

For the time being, we have left our
2010 earnings estimate unchanged. We
look for the top llne to register a low
single-digit decline this year. This ought to
stem from the continued depressed natu-
ral gas prices, Still, despite weak revenue
volumes, the regulated utility segment has
seen a 10,300 increase in active meters

3330 3B 38 3
H H H M
M 36 3% ]
BT T B 1 Jr
kb

1.47

over the past 12 months. Meantime, the
retail energy marketing segment has been
experiencing higher realized margins and
more-favorable weather patterns. On bal-
ance, We expect share net to contract

about 9% this year.

WGL's balance sheet and overall fi-
nancial position appear to be improv-
ing. The companys cash reserves in-
creased approximately 74% so far this
year, giving way to a nice financial
cushion, Meantime, the debt levels remain
at easily serviceable levels,

We have introduced our 2011 tog- and
bottom-line estimates ol $2.7 billion
and $2.45 a share, respectively. The
reglonal economy is starting to show Ini-
tial signs of a recovery. As the company
continues on that road, efficiency initia-
tives, additional customers, and clean en-
ergy programs will only help to bolster its
profitability and send earnings higher.
These shares are ranked to lag the
broader market in the coming year.
However, the stock price has remained
stable throughout the financial market
turmoll and all-but-cfficialiy ended reces-
sion. This bears out its Above-Average
Safety rank and high mark for Price
Stabllity. These features, coupled with an
attractive dividend yield, may appeal to
conservative income-oriented accounts.
Bryan J. Fong March 12, 2010

5
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Missouri-American Water Company
Indicated Common Equity Cost Rate
Through Use of a Risk Premium Model
Using an Adjusted Total Market Approach
Proxy Group of
Proxy Group of Six Eight AUS Utility
ALS Utility Reports Gas
Reports Water Distrbution
Line No. Companies Companies
1. Prospective Yield on Aaa Rated
Corporate Bonds (1} 5.68 % 5.68 %
2. Adjustment to Reflect Yield Spread
Between Aaa Rated Corporate
Bonds and A Raled Public
Utility Bonds 0.52 (2) 0.52 (2)
3. Adjusted Prospeciive Yield on A Rated
Public Utility Bonds 6.20 % 6.20 %
4. Adjustment to Reflect Bond
Rating Difference of Proxy Group 0.00 (3) 0.14 {(4)
5. Adjusted Prospective Bond Yield 6.20 6.34
6. Equity Risk Premium (5) 4.61 4.19
7. Risk Premium Derived Common
Equity Cost Rate 10.81 % 10.53 %

Notes: (1} Derived in Note (3) on page 37 of this Schedule.
(2) The average yield spread of A rated public utility bonds over Aaa rated corporate
bonds of 0.52% from page 35 of this Schedule.

(3) No adjustment necessary as the average Moody's bond rating of the proxy group of
six AUS Utility Reports water companies is A2 as shown on page 34 of this Schedule.

(4) Adjustment to reflect the A3 Moody's Bond Rating of the proxy group of eight AUS
Wtility Reports natural gas distribution companies as shown on page 34 of this
Schedule. The 14 basis point adjustment is derived by taking 1/3 of the spread
between Baa and A Public Utility Bonds (1/3 ~ 0.41% = 0.14%).

(5) From page 5 of this Schedule.




Notes:

PR ——

Missour-American Water Company
Comparison of Bond Ratings, Business Risk and Financlal Risk Profiles for

the Proxy Group of Slx AUS Utllity Reports Water Companles

end the Proxy Group of Eight AUS Wilily Reports Netrual Ges Distrimion Companies

Standard & Poor's

Moody's
Bond Ratintg Bond Raling
April 2010 Aprit 2010
Bond Numerical Bond Nurnerical Credit Humericel Business Risk Numerlcal Flrancial Risk Numerical
Rating Weighting (1) Rating Walghting (1) Rating Welahting (1} Profile (2) Welghting {1} Profite {2) Welghting (1}
Proxy Group of Six AUS Liility Reports Water
Companles
American States Water Company (3) Az 6.0 A 6.0 A 6.0 Excelient 1.0 Intermediate 30
Aqua Amernica, Inc . (4) NR -- Al 40 A+ 5.0 Excellent 1.0 Inlermediate 30
" Californla Water Serdces Group (5) NR .- Al 40 A+ 5.0 Excellent 10 Inlermediate 30
Middlesex Water Co NR .- A 60 A- 7.0 Excaltert 10 Infermediate 3.0
SJW Corporatlon (6} NR .- NR -- NR -- NR -- NR --
York Water Company {The) NR .- A 7.0 A- 7.0 Excellent 1.0 Intermedijate 3.0
Average A2 6.0 A+ 5.4 A 6.0 Excellent 1.0 Intermediate 3.0
Proxy Group of Eight AUS Utility
Reperts Gas Distribution
Companles
AGL Resources Inc (7} A3 7.0 A- 1.0 A- 70 Excellent 10 Significant 40
Atmos Energy Corporation Baa2 2.0 BBB+ 8.0 BBB+ a0 Excellent 1.0 Slgnificant 4.0
Della Nateral Gas Company, Inc. NR -- NR -- NR -- NR .- NR --
Laclede Group, Inc. {Tha) (8) A2 6.0 A 6.0 A 6.0 Excallert 1.0 Intermediate o
Norlhwest Natural Gas Company Al 50 AA- 4.0 A 5.0 Excelfent 1.0 Intermediate 30
Piedmont Natural Gas Company A3 70 A 6.0 A 6.0 Excellent 10 Imermediate 30
Southwest Gas Corp Baad 100 BBB 9.0 BB8 9.0 Excallent 10 Aggresslve 5.0
WGL Heldings, [ne. (9) AZ 6.0 Ad- 4.0 A~ 4.0 Excellent 1.0 Infermediate 3.0
Average Al 7.1 A 6.3 A 6.0 Excellant 1.0 Significart 4.0
{1)  From page 3 of Schedule PMA-11.
(2) From Standard & Poor’s Issuer Ranking: I1.S. Investor-Owned Water Ulilities, Strongest to Weakest, March 2, 2010 and U.S. Natural
Gas Cistribution and Integrated Gas Companies, Strongest to Weakest March 2, 2010,
{3) Ratings, business risk and financial risk profiles are those of Golden State Water Company
(4)  Ratings, business risk and financial risk profiles are those of Aqua Pennsylvania, inc.
{5) Ratings, business risk and finarial risk profiles are those of California Water Service Company.
{6) Ratings, business risk and financial sk profiles are those of San Jose Water Company.
(7)  Ratings. business risk end financlal risk profiles are those of Atlenta Ges Light Company.
(8)  Retings, businesa risk and financlal risk are those of Laclede Gay Compeny,
(2) Ratings, business risk and financial risk profiles are those of Washington Gas Light Company.
Source Information: Moocdy’s Investors Service E E
Standard & Paor's Global Uilities Rating Service o m
Qo o
=
m =
Yo
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Moody's
Comparison of Interest Rate Trends

for the Three Months Endi bruary 2090 (1

Spread - Corporale v. Public Utility Bonds Spread - Public Utility Bonds
Corparate Aa (Pub, Util) A (Pub. Util) Baa {Pub.
Bonds Public Utifity Bonds over Aaa over Aaa Util.) over Aaa
Maonths Aaa Rated Aa Rated A Rated Baa Rated (Corp.) (Corp.} {Corp.) A gver Aa Baa over A
December-09 5.26 552 579 6.26 %
January-10 5.26 5.95 5.77 6.16
February-10 535 5.69 5.87 65.25
Average of Last
3 Months 5.29 % 559 % 5681 % 622 % 0.30 % 0.52 % 093 % 0,27 % 0.41 %
=5 =iy —_ —kt
Notes: (1) All yields are distributed yields.
Source of Information: Mergent Bond Record, March 2010, Vol. 77, No, 3,
=
-
o
=
-
m
=
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Line

No.

Notes:
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Schedule PMA-11
Page 50f9
(UPDATED)

Missouri-American Water Company
Judgment of Equity Risk Premium for
the Proxy Group of Six AUS Ultility Reports Water Companies
and the Proxy Group of Eight AUS Utility Repons Natrual Gas Distribution Companies

Proxy Group of Eight

Proxy Group of Six AUS Utitity Reports
AUS Utility Reports Gas Distribution
Water Companies Companies
Calculated equity risk
premium based on the
total market using
the beta approach (1) 507 % 423 %
Mean equity risk premium
based on a study
using the holding period
retumns of public utilities
with A rated bonds (2) 4.15 4.15
Average equity risk premium 481 % 419 %

{1) From page 37 of this Schedule.
{2) From page 39 of this Schedule.
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Page 6ol 9
(UPDATED)
Missouri-Amernican Water Company
Derivation of Equity Risk Premium Based on the Total Market Approach
Using the Beta for
the Proxy Group of Six AUS Ulility Repors Water Companies
nd the Pro roup of Eight AUS Utility Reports Natrual Gas Distribution Companies
Line
Froxy Group of Eight AUS
Praxy Group of Six AUS Utility Utility Reporls Gas
No. Reports Water Companies Distribution Companies

1. Arithmetic mean total return rate on

the Standard & Poor's 500 Composite

Index - 1926-2009 (1) 11.80 % 11.80 %
2. Arithmetic mean yield on

Aaa and Aa Corporale Bonds

1926-2008 (2} (6.10} 6.10
3. Historical Equity Risk Premium 570 % 570 %
4 Forecasted 3-5 year Total Annual

Market Relurn (3) 1299 % 1299 %
5, Prospective Yield an Aaa Rated

Cormporate Bonds (4) (5.68) 5.68
6. Forecasled Equity Risk Premium 7.31 % 731 %
7. Conclusion of Equity Risk Premium (5) 651 % 6.51 %
B. Adjusted Value Line Beta (5} 0.78 0.65
9. Beta Adjusted Equity Risk Premium 507 % 4.23 %

Notes: (1) From Ibbotson SBBI - 2010 Valuation Yearbook - Market Results for Stocks Bonds Bills and Infiation for 1926-2010,
Momingstar, Inc., 2610 Chicago, IL.

(2) From Moody's Industrial Manual and Mergent Bond Record Monthly Update.
(3) From page 43 of this Schedule.

(4} Average forecaest based upon six quarterly estimales of Aaa rated corporate bonds per the consensus of nearly 50
economists reparled in Blue Chip Financial Forecasts dated April 1, 2010 (see page 38 of this Schedule). The
estimates are detailed below.

Second Quarler 2010 530 %

Third Quarier 2010 5.50
Fourth Quarter 2010 5.60
Firsl Quarter 2011 5.70
Second Quarter 2011 5.90
Third Quarter 2011 6.10
Average 5.68 %

(5) Awverage of the Hislorical Equity Risk Premium of 5.70% from Line No. 3 and the Forecasted Equity Risk Premium of
7.31% from Line No. 6 {(5.70% + 7.31%) /2 = 6.51%).

(6) From page 40 of this Schedule.
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|2 W BLUE CHIP FINANCIAL FORECASTS W APRIL 1, 2010 | Page 7 of 9

. {{PDATED)
Consensus Forecasts Of U,S. Interest Rates And Key Assumption

History: ] TSk
------- Average For Week End-----=-~ -~--Average Far Month--— Latest O* |52
Interest Retes Mar,19 Marl2 MarS Feb26 [Feb.  Jlan, Dec, Q2010
Federal Funds Raje 0.18 0.16 0.13 0.12 0.13 0.11 0.12 12
Prime Rate 325 3.25 3125 3.25 3.25 3125 325 325
LIBOR, 3-mo. 027 0.26 025 025 0.25 0.25 0.25 .25
Commercial Paper, 1-mo.  0.17 0.16 0.113 0.14 0.13 0.13 0.14 013
Treasury bill, 3-mo. 0.16 0.16 0.14 0.12 0.11 0.06 0.05 0.09
Treasury bill, 6-mo. 0.24 0.22 0.19 0.19 0.18 0.15 017 017
Treasury bill, 1 yr. 0.41 0.3% 0.34 0.34 0.35 035 0.37 .35
Treasury note, 2 yr. 0.97 0.93 0.84 0.86 0.86 0.93 0.87 0.90
Treasury note, 5 yr. 242 239 229 237 2.36 2.48 234 24!
Treasury note, 10 yr. 3,68 372 3.62 1.69 3.69 3,73 359 3.7
Treasury nole, 30 yr. 4,59 4.67 4,58 4,62 4.62 4.60 4.49 4.61
Corporate Aga bond 5.21 528 5.24 531 535 5.26 5.26 5.30
Corporate Baa bond 6.21 6.30 6.26 6.33 6.34 6.25 6.37 6.29
State & Local bonds 432 4.313 4.34 436 4.36 433 421 4.34
Heme mortgage rate 496 4.95 4.97 5.05 4,99 5.03 4.93 5.00
History

2Q 3Q 4Q 1Q 2Q Q 4Q 107
Key Assumpligns 2008 2008 2008 2009 2000 2009 2009 2010
Major Currency Index 709 73.5 81.3 82.7 79.4 754 73.6 75.4
Real GDP 1.5 27 -5.4 -6.4 -0.7 22 5.6 2.9
GDP Price Index 18 4.0 0.1 1.9 0.0 04 0.5 l4 .
Consumer Price Index 52 64 -9.2 -2.2 1.9 3.7 2.6 L7 9 2.0- 2

Forecasts for interest rates and the Federnl Reserve's Major Currency Index represent averages for the quarter. Forecasts for Real GDP, GDP Price Index and Consumer Price
Index are seasonally-adjusted annual rates of change (3aer). Individual pane] members” forecasts are on pages 4 through 9. Historieal data for interest rates except LIBOR is from
Federal Reserve Release (FRSR) H.15. LIBOR quotes aveileble from The IVall Sireer Journal. Interest rate definitions are the same as thage in FRSR H 15, Treasury yields are
reported on a conslant malurity basis. Historical deta for the Fed’ Major Currency Index is from FRSR H.10 and G.5. Hisiorical data for Real GDP and GDP Cheined Pricc Index
are from the Bureau of Economic Analysis (BEA). Consumer Price Index (CPI) history is from the Depariment of Labor's Bureau of Labor Statistics (BLS). Frferest rote data for
IQ 2016 based on historical data through the week ended March I9th, "Data for 1Q 2018 Major Currency Index also Is based on datn through week ended March 19th. Fig-
ures for 10 2018 Real GDP, GDP Chalned Price Index and Consumer Price Index are consensus forecasts based on a special question asked of the pauelists this month (ree
page 14).

U.S. Treasury Yield Curve U.S5. 3-Mo. T-Bills & 10-Yr. T-Note Yield
Waeek andad March 19. 2010 and Yaar Ago ve. a ot
2Q 2010 end 3Q 2011 Consensus Forecasts &.00 {Quartery Average) History Forecast &.00
5.50 5.50 ¥ 4 550
Yaur 1 . Ci :
5001 r oo snaad 310110 5.00 10-¥r. T-Nota Vield. o °"’°'{ b 5.00
450 4 —e— Coneensus 30 2011 4.50 ’ L a.50
400 4 —+—Conpansus 2Q 2010 4.00 .:in\ / [ 4.00
3.50 - aso 4 \ H 4 a.s0
3.00 4 3.00 3 ' 4 3co
2.50 4 250+ \ i 4 2.50
2.00 2003 /-- 2.00
1.50 4.50 + . /\ // £ 150
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Missouri-American Water Company
Derivation of Mean Equity Risk Premium Based on a Study
Using Holding Period Returns of Public Utilities

Over A Rated
Public Utility Bonds
AUS Consultants -

Line Utility Services
No. Study (1}
Time Period 1928-2008
1. Arithmetic Mean Holding Period

Returns (2):
Standard & Poor's Public

Utility Index 1074 %
2. Arithmetic Mean Yield on:
Moody's A Rated Public Utility Bonds 6.59
3 Equity Risk Premium 4.15 %

Notes: (1) S&P Public Utility Index and Moody's Publfic Utility Bond Average Annual
Yields 1928-2008, (AUS Consultants - Utility Services, 2009).

(2) 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 halding period.
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the Praxy Group of Six AUS Utility Reports Water Companies

Missoun-American Water Company
Value Line Adjusted Betas for

Schedule PMA-23
Page 40 of 49

Schedule PMA-11
Page 9 of 9
{UPDATED)

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

Proxy Group of Six AUS Ulility
Reports Water Companies

American States Water Co.
Aqua America, Inc.

California Water Service Group
Middiesex Water Company
SJW Cormporation

Yark Water Company

Average
Median
Proxy Group of Eight AUS Utility

Reports Gas Distribution
Companies

AGL Resources, Inc.

Atmos Energy Corp.

Della 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:

Value Line
Adjusted
Beta

080
0.65
0.75
0.80
0.95
0.65

o
-~
-

075
0.65
0.65
0.60
0.60
0.65
Q.75
0.65

0.66

D.65

Value Line Investment Survey, January 22, and March 12, 2010

Standard Edition and Small and Mid-Cap Editian



Schedule PMA-23
Page 41 of 48

Schedule PMA-12
Page 1 of 3
{(UPDATED)

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 Ulility 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 Ulility Reports Distribution
Line No. Water Companies Companies

1. Traditional Capital Asset
Pricing Model (1) 10.64 % 272 %

2. Empirical Capital Asset

Pricing Model (1) 11.05 % 10.36 %
3. Conclusion _ 1085% 10.04 %

Notes: (1} From page 4 of this Schedule.




Proxy Group of Six AUS Wility Reports
Water Companies

American States Water Co.

Aqua America, Inc.

California W ater Service Group

Middlesex Water Company
SJW Corporation
York Water Company
Average
Median

Proxy Group of Eight AUS Utility
Reports Gas Distribulion Companies

AGL Resources, Inc.

Atmos Energy Carp.

Delta Natural Gas Company
Laclede Group, Inc.

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

Average

Median

Proxy Group of Six AUS Utility Reports
Waler Companies

American States Water Ca.
Aqua America, Inc.

California Water Service Group
Middlesex Water Company
SJW Carporalion

York Water Company

Average

Median

Proxy Group of Eight AUS Utility
Reports Gas Distribution Companies

AGL Resources, Inc.

Atmos Energy Corp.

Delta Natural Gas Company
Ladclede Group, Inc

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

Average
Median

See page 43 for notes.

Missouri-American Water Company
Indicated Common Equity Cosi Rate Through Use
of the Capital Asset Pricing Mode!

1

Value Line
Adjusted
Beta

0.80
0.65
0.75
0.80
0.95

0.65

0.77

0.75
0.65
0.65
060
0.60
065
0.75
0.65

0.66

0.80
0.65
0.75
0.80
0.95
0.65

0.77

0.75
0.65
0.65
0.560
0.60
0.65
0.75

0.65

0.66

2

Company-Specific
Risk Premium
Based on Market
Premiumof 7.31% (1)

Traditional Capital Asset Pricing Model (3]

585 %
475
5.46
5.85
5.94
4.75

5.60 %

5.67 %

5.48 %
4.75
4.75
439
4.39
4.75
5.48
4.75

4.84 %

4.75 %

Empirical Capital Asset Pricing Model {4

6.21 %
5,39
5.94
6.21
7.04
5.39

6.03 %

6.08 %

5.94 %
5.39
5.39
5.12
5.12
5.39
5.94
5.39

5.46 %

5.39 %

Schedule PMA-23
Page 42 of 49

Schedule PMA-12
Page 2 of 3
{UPDATED)

3
CAPM Result
Including
Risk-Free
Raleof 4.97% (2)

10.82 %
9.72
10.45
10.82
11.91
972

10.57 %

10.64 %

10.45 %
9.72
9.72
936
9.36
9.72

10.45
9.72

s %

9.72 %

1118 %
10.36
10.91
11.16
12.01
1036

11.00 %

11.05 %
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Missguri-American Water Company
Development of the Market-Required Rate of Retum on Common Equity Using
the Capital Asset Pricing Modei for
the Proxy Group of Six AUS Utility Reports Water Companies
and the Proxy Group of Eight AUS Utility Reports Natural Gas Distribution Companies
Adjusted to Reflect a Forecasted Risk-Free Rate and_Market Retumn

Notes:

(1) For reasons explained in Ms. Ahem's accompanying direct testimony, from the three previous month-end
(January 2010 — March 2010}, as well as a recently available (April 9, 2010), Value Line Summary & Index,
a forecasted 3-5 year total annual market retun of 12.99% can be derived by averaging the 3-month and
spot forecasted total 3-5 year tota! appreciation, converting it into an annual market appreciation and adding
the Value Line average forecasted annual dividend yield.

The 3-5 year average totat market appreciation of 52% produces a four-year average annual retum
of 11.04% ((1.52"%) - 1). When the average annual forecasted dividend yield of 1.95% is added, a total
average market retum of 12.99% {1,.95% + 11.04%,) is derived.

The 3-month and spot forecasted total market retum of 12.99% minus the forecasted risk-free rate
of 4.97% (developed in Note 2) is 8.02% (12.99% - 4.97%). The Morningstar, Inc. (Ibbotson Associates)
calculated market premiumn of 6.60% for the period 1926-2009 results from a total market return of 11.80%
less the average income retum on long-term U.S. Government Securities of 5.20% (11.80% - 5.20% =
6.60%). This is then averaged with the 11.80% Value Line market premium resulting in an 7.31% market
premium. The 7.31% market premium is then multiplied by the beta in column 1 of page 2 of this Schedule.

(2) The average forecast based upon six quarterly estimates of 30-year Treasury Note yields per the consensus
of nearly 50 ecanomists reported in the Blue Chip Financial Forecasts dated April 1, 2010 (see page 37 of
this Schedule}. The estimates are detailed below:

30-Year
Treasury Note Yield

Second Quarter 2010 4.60
Third Quarter 2010 4.80
Fourth Quarter 2010 4.90
First Quarter 2011 5.00
Second Quarter 2011 5.20
Third Quarter 2011 5.30
Average 497%

3 The traditicnal Capital Asset Pricing Model (CAPM}) is applied using the following formula:
Rs=Rr+B (Ru-Re)

Where Rs = Return rate of common stock
Rr = Risk Free Rate
B = Value Line Adjusted Beta
Ru = Return on the market as a whole

(4) The empirical CAPM is applied using the following formula:
Rs=Rg+ .25(Ry -Rr }+.758 (Ry -R¢e)

Where Rs = Retumn rate of common stock
Re = Risk-Free Rate
B =Value Line Adjusted Beta
w = Return on the market as a whole

Source of Information: Value Line Summary & Index
Blue Chip Financial Forecasts, April 1, 2010
Value Line Investment Survey, January 22 and March 12, 2010 Standard Edition and Small and
Mid-Cap Edition
Ibbotson SBBi — 2010 Valuation Yearbook — Market Results for Stocks, Bonds, Bills, and Inflation
fer 1926-2009, Momingstar, Inc., 2010, Chicago,




Proxy Group of One Hundred Severnizen Non-Uhility WL

Comppnies Compamble to the Proxy Grup of Sm Adjusted
AUS Utiity Repors Water Companies {1) Beta

Affliatad Computer 0.7e
Anatog Devices 0.80
Allergan, Inc. 0.90
Galegher (Arthur J.) 075
Amgen 0.65
Aan Corp. 0T
AVX Corp. 0.95
Bed Bath & Beyond 0.80
Beckman Couiter B.75
Bio-Red Laba. A 990
Bles Wholesale Club 0.rs
BMC Software Q.85
Brown & Brown 0.70
Cardinal Heelth 0.75
Coce-Cola Enlerpnses 0.9
Crown Hokdings 0.50
Cephelon Inc 0.Jo
Cemer Cormp. 0.85
CLARCOR Inc 0.95
Coherent, Inc, 0.90
Coca-Cola Boniing 0.70
Columbla Sperisweer 0.0
Capart, Inc. Q.95
Charlax River 0.85
Del Monte Foods 0.70
Dicnex Comp 0.50
DIRECTYV Group (The) a.gs
DaVita Inc. Q.65
Leuder (Estee) 0.85
EannLink, Inc. (1]
EMC Corp. 0.0
Energy Transfer 0.85
First Ningara Finl Group 0.85
Fornal Labs. C.80
Ganzyines Corp. 0.65
Gilead Stiences 0.65
GAK Services A 0.80
Giobal Payments 0.85
Gen-Proba 0.85
Hasmonebes Comp. 0.65
Hegbro, Inc. 0.50
HCC Insurence Hidgs. 0.85
Hewitt Associates A 0.75
Block (HER) 0BQ
Hosplre Inc. 07D
Hearland Express 0.85
IDEXX Labs. 0.85
Inkll Inc. a.90
Investors Bancorp Inc o.70
Inl Speedway A 0.90
J&J Sneck Foods 075
Lifa Technaiogias 0.80
Uncare Hoklings 0.65

Missoun-Amerean Water Company
Comparable Eamings Analysis

for & Proxy Group of Gne Hundred Sevenisen Non-Utility Companies Comparable to ihe

Proxy Group of Six AUS Utilty Reports Water Companies (1

Unadjusied
Bela

0.55
021
082
0.56
D41
Q.52
0.85
0.es
062
0.84
0.55
073
051
060
0.51
0.83
0.52
0.71
0.85
Q.78
047
.77
0.85
0.77
0.53
078
077
0.139
0.85
051
084
[
073
as)
Q.4
0.40
069
070
Q.76
0.42
062
on
0.58
Q.78
0.51
072
0.77
0.83
051
002
0.57
D85
041

Residual
Standard

Eror of the
_Regrossion_
3.2080
3.6726
2.3564
3.1255
1.8086
3.8021
Jan7
3.7545
J.1885
2.88527
40163
3.3622
12448
3.3076
asny
3.4851
4.0465
3.9413
J.7027
3.8597
3.6316
3.8340
3.6260
J.7464
22787
15366
31ers
41744
3.3989
4.0490
3.8370
3.1256
35910
1.8042
3.7938
J.6T47
3.2552
3.7010
4.9290
3.16895
3.3402
11673
3.2548
37417
3.6472
3.0016
3.2654
3.4748
3.4584
3.4301
3.4659
37722
3.2537

Sandard
Deviatwn of
Bata

0.0714

0.0518
0.07a3
0.06%
0.0847
0.0889
0.0782
0.0836
00710
0.0850
0.0854
0.0v48
0.0722
0.0738
0.0782
0.0776
0.0801
D.0877
D.0B24
0.0B5%
0.0808
0.0054
0.0808
0.0834
0.0729
0.0787
0.0710
a.qrar
0.0757
0.0801
0.0854
0.0896
0.0759
0.0847
A.0845
4.0318
.0747
0.0824
0.0887
0.0708
00744
0.0705%
00725
0.0823
0.0812
0.0889
Q0727
Q.0707
a.0788
0.0764
00772
0.0840
0.0724
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Rate of Rewm on Book Common
Equity, Nel Worlh, or Pertner's

S-Yesr Projscted (2)

5Yesr Sidenrs T
Projecion Statistic
NIA NiA
20.00 0.57
16.50 0.1
2000 0.57
13.50 {0.29)
14.00 (0.22)
800 {102)
1250 (c.42)
13.00 (0.36)
11.50 10.56)
10.50 0.69)
18.50 051
12.50 (3} (0.42)
1.00 (0.62)
4550 3.96
26.50 144
1450 {0.16)
10.00 (0.75}
12,00 (5.49}
7.00 {1.15}
20.00 0.57
12.50 0.42)
1250 (0.29)
9.00 (0-89)
11.50 {0.56)
17.00 p.8
NMF NMF
16.00 0.04
36.50 (1) 276
10 {36}
10,50 (0.69)
N/A () N/A
8.00 (0.B9)
9.50 ©.82)
11.00 i0.62)
33.50 237
8.00 {1.02)
16.50 o1
13.00 (0.36)
12.50 {0.42}
22.00 0.84
12,00 (0 49)
1800 03
26.00 164
20.50 0.64
23.00 097
24.00 1.10
21.00 omn
£.00 0.29)
B.00 ©o02)
12.50 042)
11.00 (0.62)
1853 051
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MissoyriAmerican Water Company Page 20f4
Comparable Eamings Analysis (UPDATED)
for & Proxy Group of One Hundred Severieen Non-Utlity Companies Comparabie to the
Proxy Group of Six AUJS Ulility Reports Water Companies {1
Rale of Retum on Book Comman
Equity. Net Worth, or Partner's
Cepital
5-Yes! Projecied {2)

Residual

Proxy Group of One Hundred Seventaen Non-Ulility VL Standard Standard
Companies Compareble to the Proxy Group of Six Adustag Unadjusied Ermor ol the Dewviaton of 5 Year Student’s T
AUS Utilty Reports Walar Companies (1) Beta Bota Regresswon Bets Projaction Shatiglic
Mattel, inc. Q.85 0.78 3.8964 0.0867 19.00 044
Marthews Intl 0.85 072 3.2537 00724 18.00 0.04
McKesson Comp. 0.8 0.64 3.6895 0.0821 13.50 (0.29)
Medtronic, Inc. 0.75 0.B0 3 4569 0.0770 20.00 0.57
Madco Hea'th Solidions 0.70 D.49 3.5842 0.0801 15.00 (0.09)
Markal Corp. 0.50 D.80 3.2875 00732 7.00 (1.15)
Magellan Midstream 0.90 0.83 3.3682 0.0750 2500 1.29
MAXIMUS Inc. 0.80 D.64 A.3819 0.0752 14.50 (D.16)
Nebonal Instnuments 0.50 0.81 16957 0.0822 16.50 (3) 0.1
Annaly Cepital Mgmt. 0.80 0.63 29643 D.0BA3 11.50 (D.56)
Novo Nordisk ADR 0.80 0.69 31452 0.0700 33.00 2.3
Northwest Bancorp 0.85 Q.70 3.2705 0.0728 NiA NIA
New York Community .80 0.59 36227 0.0809 14.50 {D.58)
Realty Income Corp. 0.90 0.84 36316 0.0803 B.00 {1.02)
Owena & kinor 0.70 0.50 33588 0.0748 11.50 {D.29)
Omele Corp. 0.90 083 3.1502 0.0r01 21.00 on
Odyasey Re Hidge. oo 0.52 3.2108 0.0715 N/A NIA
ORallly Automotive 0.85 0.72 35748 0.0798 11.00 10.62)
Plaing All Amer, Plpe. 0.90 078 35672 D.0BO1 10.00 0.73)
Pepsidmencas Inc. Q.80 a.58 34481 0.07&68 HNIA N/A,
Peoples United Fin 0.85 0.40 32451 0.0722 6.00 {120}
Pepsi Botling Group 090 a.7e 3.3408 0.0744 NiA /A
Paherson Cos. .90 0.80 ey 0.0841 12.50 {0.42)
Peseis Colfes & Tea 0.80 0.63 3.2180 0.0872 12.00 (3) {049
PerkinElmer Inc 0.90 a.79 3.B054 0.0547 10.50 {0.69)
Pepe Johns Infl 0.85 077 3.9534 0.0330 20.00 0.57
Ruddick Corp. 0.80 018 35843 0.0800 11.00 {0.52)
Relnsurance Group 0.85 Q.76 3.7769 0.0841 43.00 {0.38)
ResMed Inc a.75 0.57 3.9162 0.0872 14.50 {0 16)
Rallins, inc 0.80 Q.65 3.2083 00714 29.50 1.84
Ross Stores 0.85 0.72 3.8089 0.0847 36.50 278
Sycamore Netwarks. 0.85 0.r? 3.8905 0.0824 2.50 (1.75)
Schulmen (A.) 0.90 0.81 4.0352 0.0898 7.50 {1.08)
Sharwin-Willams Q75 0.55 3.3228 0.0740 27.50 1.57
Silgan Holdings 0.80 064 3.1408 0.0699 17.00 0.18
Synopsys, Inc 0.85 072 3.7319 0.0834 12.50 (0.42)
Suburban Propane 078 082 3.2B42 0.0731 37.00 283
Sharicytie Inc. .65 047 3.5458 0.0789 45.00 0.0%)
STERIS Corp. Q.90 0.81 3.GBE6 0.0621 14.00 {0.22)
St. Jude Medical 0.B0 058 4.0412 0.0900 17.00 Q.18
Consiallalon Brende Q.85 0.78 3.8445 0.0856 11.00 (0.82)
Stryker Corp Q.80 066 3.3340 00742 18.00 a.04
Henover Insurance 0.85 Q.77 3.2090 a.a714 9.50 (0.82)
TEPPCQO Fartners L.P. 0.90 082 35151 00783 HIA N/A
Tolal System Swves. 0.90 0.80 34338 0.0764 15.00 0.05)
Texes instruments 0.90 a81 36129 0.0804 16.00 o004
Universal Health Sv. '8 0.80 0.68 3.6442 0.0811 11.50 (0.56)
Universal Corp. o8o Q.68 3.6708 0.0882 12.50 (0.42)
Varian Medical Sya. 0.80 069 3.B942 0.0867 22.00 0.84
WD-40 Co. Q.75 0.55 3.5149 0.0782 16.50 011
Wernar Enterpnses Q.90 0.82 3.9498 0.0879 14.00 {0.22)
Wels Markets 0.65 0.46 31592 0.08%94 9.00 (0.88)
W.P. Carey & Co. LLC Q.90 080 3.5415 0.0766 T15.00 (0.08)
Walson Phermac. 075 D.58 3.2191 0.0717 +1.50 0.56)
Washinglon Post 0.80 Q.67 3 4859 0.0776 700 (1.15)
Berklay {W.R.) 0.75 Q.58 3.3727 0.0751 7.00 0.8
Wes! Pharmac. Sves., 0.50 0.65 3.9378 Q.0577 14.00 {0.22)
Waetson Wystt 0.70 054 3.2237 0.0740 NI N/A
World Wresting Ent, 0.80 0.68 3.2009 D.0756 31.50 210
Waolvernine Wortd Wide Q.80 066 3.8008 0.0BEA 17.00 0.8
Alleghany Corp. 0.65 0.72 2.2654 00727 8.50 (1.22)
Zirewmar Holdings 0.95 0.85 .7669 0.0839 12.50 0.42)

Average 0.61 0.68 3 5555 D.0792
Average for the Praxy Group of Sox AUS Utllity
Reports Water C. i Q.77 0.61 3.5871 (4) 0.0799
Median (5) 13.50%
Conclusion {B) 13.50%

See paga 4 of Schedule PMA-13 lor notes.



Missour- American Waler Company
Comparable Eamings Analysis
for a Proxy Group of Twenty Five Non-Utility Companies Comparable lo the

Proxy Group of Eight AUS Utik

Reports Nalursl Gas Disiributron Companies {7

Schedule PMA-23
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Schedule PMA-14
Page 3 of 4
(UPDATED)

Rate of Retum cn Book Common
Equity. Net Worth, or Partner's

Capilal

Proxy Group of Twenty Five Non-Utikty Companies Residual
Comparable to the Proxy Group of Eight AUS VL Stlandard Standard
Utlity Reports Naturai Gas Distribulion Comparies Adjusted Unadjusted Ermor of the Deviation of 5 Year Stwdenl's T
7 Bela Bela Regression Beta Projection Slalislic
AmerisourcaBergen 0.70 0.52 27517 0.0613 150 % {0.79}
Automatic Dala Proc. 0.70 0.54 22331 0.0497 160 (0.70)
Baxier Inll Inc. 0.60 0.35 2.4924 0.0555 26.5 0.23
Bard (CR.) 0.55 0.31 24789 0.0852 200 (0.35)
Becton, Dickinson 0.65 0.40 2.58891 0.0576 20.5 (0.30)
Church & Dwight 0.60 0.35 26247 0.0584 150 (0.79)
Colgate-Palmolive 0.55 0.30 2.6663 0.0554 41.0 1.52
Clarox Co. 0.65 040 23441 0.0522 58.5 (8) 3.07
Campbell Soup 0.60 .32 2.4069 0.0536 35.0 0.88
Erie Indemnity Ca. 0.70 0.53 2.2086 0.0492 200 (0.35)
Hormel Foods 0.65 0.43 2.7259% 0.0607 16.0 (0.70)
Hershey Co. 0.65 .47 2.7933 0.0622 42.5 1.65
Intl Flavors & Frag. 0.75 0.58 2.4057 0.0536 210 (0.26)
Kraft Foods 0.70 0.48 2.4920 0.0555 105 (1.49)
Kinder Morgan Energy 0.75 0.61 2.5204 0.0551 24.5 0.05
Coca-Cola 0.60 0.33 2.2256 0.0495 230 (0.08)
Laboralory Corp. 0.65 0.42 26786 0 0596 19.0 {0.44)
McDonaids Carp, 070 047 24563 0.0547 30.5 0.58
McCormick & Co. 0.55 0.30 26807 0.0597 18.0 {0.53)
PepsiCo, Inc. 050 0.36 2.2579 0.0503 275 032
Raytheon Co. 0.75 a.57 2.6400 0.0588 175 (0.57)
Sysco Com. 0.rs 0.55 2.6244 0.0584 34.0 Q.90
Tootsie Roll Ind. 0.70 0.52 2.5729 0.0573 8.0 (1.41)
Wal-Mart Stores 0.60 0.26 2,3459 00522 17.5 (0.57)
Exxon Mobi Corp. 0.75 §.60 2.4733 0.0551 21.0 0.26)

Averapa 0.66 0.44 2.5075 0.0558
Averapge for the Proxy Group of Eight AUS Natural
Gas Distribution Companies 0.66 0.44 2.4773 (8) 0.0551
Median (5) 20.25%
Cenclusion (6} 20.00%

See page 4 of Schedule PMA-13 for nates.



=
5
5

Apr-90
May-80
Jun-90
Sul-99
Aug-30
Sep-90
O30
Nov-80
Dec-80
Jan-91
Fab-91
Mar-81
Apr-91
May-91
Jun-81
Juk-91
Aug-91
Sap-91
Oct-91
Nov-91
Dec-81
Jan-92
Feb-892
Mar-92
Apr-92
May-92
Jur-92
Juka2
Aug-92
Sep-A2
Oct-92
Neaw-92
Dec-92
Jan-93
Fab-93
Mar-93
Apr-93
Apr-63
May-93
Jun-93
Juk93
Aug-93
Sep-93
Ocl-83
Nov-93
Dec-93
Jan-94
Mar-G4
Apr-4
May-94
Jun-94
Jubg4
Aug-34
Sep-84
Oci-54
Nov-94
Dec-94
Jan-95
Feb-95
Mar-95
Apr-95
May-95
Jun-g5
Julas
Aug-85
Sep-95
QOct-85
Nov-95
Dec-85
Jan-86
Feb-96
Mar-56
Apr-86
May-96
Jun-85
Jul-96
Aug-96
Sep-96
Oct-86
Nov-98

Aas Comparale
Bonds
9.46%
0.47%
8.26%
9.24%
0.41%
0.56%
9.53%
9.30%
9.05%
9.04%
8.83%
6.93%
6.86%
B.86%
2.01%
9.00%
B8.75%
8.61%
8.55%
£.48%
8.31%
8.20%
8.29%
8.35%
8.33%
8.268%
B8.22%
8.07%
7.95%
7.82%
7.99%
B.10%
7.88%
7.91%
T71%
7.58%
7.46%
7.43%
7.33%
717%
6.85%
6.66%
6.67%
6.93%
8.93%
B.62%
7.08%
7.48%
7.88%
7.99%
7.67%
8.11%
8.07%
8.M%
8.57%
B.68%
8.46%
8.48%
8.26%
8.12%
8.03%
7.65%
7.30%
7.41%
7.57%
7.32%
7.12%
7.02%
6.82%
6.81%
6.99%
7.35%
7.50%
7.82%
T.71%
7.65%
7.46%
7.66%
7.38%
7.10%

Missour-Amercan Water Company

Yelds on MooOy's A and Baa Rated Public Ulility Bonds
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Schedule PMA-14

2nd Asa Rated Comore Bangs Since April 1930 Page 1of3
Spraed (UPDATED)
Botwaen Spread Sproad between
Moody's A PU Moody's Baa Asav APU Between Asa v A and Bae PU

Bonds PU Bonds Bonds Baa PU Bonds Bands
9.92% 10.13% 0.46% 067% 0.21%
1000% 10.16% 0.51% 0.69% 016%
9.60% 9.86% 0.54% 0.70% 0.16%
9.75% 9.92% 0.51% 0.68% 0.17%
9.92% 10.12% 0.51% 0.71% 0.20%
10.12% 10.32% 0.56% 0.76% 0.20%
10.05% 10.268% 0.52% 0.75% 0.23%
9.90% 10.12% 0.60% 0.82% 0.22%
9.73% 9.96% 0.68% 0.91% 023%
9.71% 9.96% 067% 0.92% 0.25%
947% 9.66% 0.64% D.B5% 0.21%
9.55% 9.74% 0.62% D.B1% 0.19%
9.46% D.64% 0.60% D.78% 0.16%
9.44% 5.64% 0.58% 0.78% 020%
9.59% 5.75% 0.58% 0.78% 0.20%
9.55% 9.89% 055% 0.69% 0.14%
9.29% 9.47% 0.54% 0.72% 0.18%
9.16% 9.34% 0.55% 0.73% D.18%
912% 9.32% 0.57% 0.77% D.20%
9.05% 9.28% 057% 0.80% 0.23%
8.86% 9.07% 057% 0.78% 0.19%
BEB4% 8.98% D.B4A%: 0.78% 0.14%
B.93% 9.09% D.64% 0.80% 0.18%
A97% 9.16% 0.62% 081% 0.19%
B.93% 2.11% 0.60% 0.76% 0.168%
B.87% 9.01% 0.59% 0.73% 0.14%
8.78% 8.90% 0.56% D.68% 0.12%
8.57% 6.68% 0.50% 0.62% 0.12%
B.44% B.58% 0.49% 0.63% 0.14%
B.40% 8.54% 0.48% 0.62% 0.14%
B.54% B76% 0.55% 0.77% 0.22%
8.63% 8.86% 0.53% 0.76% 0.23%
8.43% 8.69% 0.45% 0.71% 0.26%
B.2T% B.57% 0.36% 0.66% 0.30%
B.04% B.31% 0.33% 0.60% 0.27%
7.90% 8.10% 0.32% 0.52% 0.20%
7.81% 8.11% 0.35% 065% 0.30%
7.88% 8.18% 0.43% 0.75% 0.32%
T.75% 8.05% 0.42% 0.72% 0.30%
7.54% 7.93% 0.37% 0.76% 0.39%
T725% 7.59% 0.40% Q74% 0.34%
7.04% 7.35% 0,38% 0.69% 0.31%
7.03% 727% 0.36% 0.80% 0.24%
7.30% 7.69% 0.37% 0.76% 0.38%
7.34% T.73% 041% 0.80% 0.39%
7.33% 7.66% 0.41% 0.74% 0.33%
T.47% 7.76% 0.38% 0.68% 0.26%
7.47% 7.76% 0.01% 028% 0.28%
7.65% B.11% 0.03% 0.23% 8.26%
6.33% B51% 0.34% 0.62% 0.28%
8.31% 8.64% 0.34% 067% 0.33%
B.AT% 8.80% 0.36% 0.69% 0.33%
Bd41% 8.74% 0.39% 0.67% 0.33%
8.64% £.98% 0.30% 0.64% 0.34%
8.86% 9.24% 0.29% 0.67% 0.36%
B8.96% 9.35% 0.30% 0.67% 0.37%
B.76% 9.16% 0.30% 1.70% 0.40%
8.73% 9.15% 0.27% D.658% 0.42%
8.52% 8.93% 0.26% 0.67% 0.41%
8I37% 8.78% 025% 0.68% 0.41%
B.27% B.67% 024% 0.64% 0.40%
7.91% B.30% 0.26% 0.85% 0.39%
7 60% B.01% 0.30% 0.71% 0.41%
7.70% B.11% 020% 0.70% 0.41%
1.63% B.24% 026% 0.67% D.A41%
7.62% 7.98% 0.30% 0.66% 0.36%
7.46% 7.82% 0.34% 0.70% 0.36%
7.43% 781% 0.41% 0.79% 0.38%
723% 7.83% 0.41% 0.81% 0.40%
T21% T.54% 041% 0.83% 0.42%
TIT% 7.76% 0.38% 079% 0.41%
7.73% 8.15% 0.38% 0.80% 0.42%
7.80% 832% 0.39% 0.62% 0.43%
7.96% 8.45% 0.36% D.B3% 0.47%
B.06% 8.51% 0.35% 0.80% 0.45%
B.02% BA4% 0.37% 0.78% 042%
7.64% B25% 0.38% 0.78% 0.41%
B.01% B4AT% 0.35% 0.75% 0.40%
T77% B.15% 0.38% 0.78% 0.38%
7.49% T.87% 0.39% 0.77% 0.36%



Date

Dec-86
Jan-97
Feb-97
Mar-97
Apr-97
May-87
Jun-97
Juks?

Aug-87
Sep-37
Oct-97
MNov-87
Dec-97
Jan-98
Feb-98
Feb-98
Mar-98
Apr-08
May-98
Jun-98
Jul-98

Aug-9B
Oct-98
Hov-98
Dec-98
Jan-99
Feb-99
Mar-39
Apr-99
May-99
Jun-99
Juk99

Aug-99
Sep99
Orct-99
Nov-99
Dec-98
Jan-00
Feb-00
Mar-00
Apr-00
May-00
Jun-00
Jukon

Aug-00
Sep-00
Og-00
Nov-DD
Dec-00
Jan-01
Feb-01
Mar-01
Apr01

May-01
Jun-01
Jus-01

Aug-01
Sep-01
Oc-01
Nov-01
Oec-01
Jan-02
Fab-02
Mar-02
Apr-02
May-02
Jun-02
Jul-02

Aug-02
Sep-02
Oet-02
Nov-02
Dec02
Jen-03
Fab-03
Mar-03
Apr03
May-03
Jun-03
Ju-03

Aug-03
Sep-03
Oct-03
Mow-03
Dee-D3
Jan-04

Missoun-American Water Company
Yields on Moody's A and Bea Raied Public Utility Bands

2nd A3a Rated Co:

Aaa Comorale Maoady's A PU
Bonds Bonds
720% 7.59%
T42% TIT%
7.31% T.64%
7.55% T7.87%
7.13% 8.03%
7.568% 7.859%
741% T.I2%
7.14% T.A48%
7.22% 7.51%
7.15% T47T%
7.00% 7.35%
6.87% 7.25%
6.76% T.16%
6.61% 7.05%
E67% 7.12%
6§.72% 7.16%
6.69% 7.16%
6.69% 7.16%
6.53% 7.03%
8.55% 7.03%
B.52% 7.00%
5.40% 6.93%
6.37% 6.96%
65.41% 7.03%
6.22% 691%
5.24% 6.97%
5.40% 7.09%
5.62% 7.28%
6.64% T22%
6.83% T.47%
7.23% T.74%
7.19% T.71%
7.40% 7.91%
7.39% 7.93%
7.55% 8.06%
7.36% 7.94%
7.55% 8.14%
7.78% B.35%
7.68% 8.25%
7.68% 8.28%
7.64% 8.29%
7.99% 8.70%
T67% 6.36%
765% 6.25%
7.55% B.13%
7.82% B.23%
7.55% 6.14%
7.45% B.11%
T.21% 7.64%
T.15% 7.80%
7.10% T.74%
6.98% 7.68%
7.20% 7.94%
729% 7.99%
7.18% 7.85%
7.13% 7.78%
7.02% 7.50%
7.17% T.75%
7.03% 7.65%
6.97% 1.57%
B77T% 7.83%
B.55% 7.86%
6.51% 7.54%
AB1% T7.78%
6.16% 1.57T%
B.75% 7.52%
6.63% T42%
6.53% T31%
8.37% Ta7%
6.15% 7.06%
6.32% 7.23%
8.31% 7.14%
6,21% 7.07%
5.17% 7.06%
5.95% 6.93%
5.89% a479%
5.74% 6.64%
5.22% 6.38%
4.57% 6.21%
5.49% 6.57%
5.88% 6.76%
572% 6.58%
§.70% 8 43%
5.65% 637%
5.62% 6.27%
5.54% 6.15%

rale Bonds Since

Moody's Baa

PU Bonds

7.98%
B.18%
B8.02%
8.26%
8.42%
8.26%
8.92%
T.87%
7.93%
1.79%
7.67%
7.49%
7.41%
1.28%
7.36%
T.37%
1.07%
7.34%
T21%
7.23%
7.20%
7.13%
7.13%
7.31%
7.24%
7.30%
7.41%
7.55%
751%
T.74%
8.03%
T.97%
B8.16%
8.19%
§.32%
8.12%
828%
8.40%
8.33%
8.40%
8.40%
8.86%
B.47%
B.33%
8.25%
B.32%
6.29%
B25%
B.01%
7.99%
7.94%
7.85%
B.0&%
A.11%
802%
8.05%
7.95%
8.12%
B.02%
7.96%
827%
6.13%
6.18%
B.32%
826%
6.33%
926%
807%
T.14%
7.62%
8.00%
T.76%
T.61%
T4T%
T.17%
7.05%
6.94%
6.47%
6.30%
6.67%
7.08%
6.87%
6.79%
6.69%
6.61%
6.47%
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Schedule PMA-14

ril 1990 Page 2013
Spraed (UPDATED)
Betwaen Spraad Spraad betwaen
Aaa v APU Between Aae v A end Baa PU
Bonds Baa PU Bonds Bonds
0.39% D.78% 0.39%
0.35% D.76% 0.41%
0.33% D.71% 0.38%
0.32% 0.71% 0.3%%
0.30% 0.69% 0.39%
031% 0.70% 0.3%%
0.01% 0.71% 0.40%
0.34% 0.73% 0.39%
0.25% 0.11% D.42%
0.32% 0.64% 0.32%
0.25% 0.67% 0.32%
0.38% 0.62% 024%
0.40% 0.65% 025%
0.44% 0.57% 023%
0.45% D69% 0.24%
0.44% D 65% 0.21%
0.47% 068% 0.21%
0.47% 0.65% 0.18%
0.50% 0.68% 0.18%
0.48% 0.66% 0.20%
048% 0.688% 0.20%
0.53% 0.73% 0.20%
0.99% 0.76% C.17%
0.62% 0.90% 9.28%
0.89% 1.02% 0.33%
0.73% 1.06% 0.33%
0.69% 1.01% 0.32%
064% 0.93% 0.29%
0.58% 087% 029%
0.54% J81% 027%
051% 0.80% 0.29%
052% 0.76% 026%
051% 0.76% 0.25%
0.54% 0.80% 026%
051% 0.77% 0.26%
9.58% 0.78% 0.18%
0.59% 0.73% 0.14%
0.57% 0.62% 0.05%
0.57% 065% 0.08%
0.80% 0.72% 0.12%
0.65% 0.76% 0.11%
0% 0.87% 0.16%
069% 0.80% 0.11%
050% 0.68% 0.08%
0.58% 0.70% 0.42%
061% 0.70% 0.08%
0.59% 0.74% 0.15%
0.66% 0.80% D.14%
0.63% 0.80% 017T%
0.65% 0.84% 0.19%
0.64% 0.84% 0.20%
0.70% 0.67% 017%
0.74% 0.86% 0.12%
0.70% 0.0z2% 0.12%
0.67% 0.B4 % 0.17%
0.65% 092% 0.27%
0.57% 0.93% 0.36%
0.58% 0.95% 0.37%
0.60% 0.99% 0.38%
0.80% 0.98% 0.35%
1.06% 1.50% 0.44%
1.11% 1.58% 0.47%
1.03% 1.67% 0.64%
0.95% 1.51% 0.56%
0.81% 1.50% 0.69%
0.77% 1.58% 0.81%
0.79% 1.63% 0.84%
0.78% 1.54% 0.78%
0.80% 1.37% 0.57%
0.93% 1.47% 0.54%
0.91% 1.68% D.77%
083% 1.45% 0.62%
0.86% 1.40% 0.54%
0.89% 1.30% 0AT%
0.98% 122% 0.24%
9.90% 1.16% 0.26%
0.50% 120% 0.30%
1.14% 125% 0.11%
1.24% 1.33% 0.09%
1.08% 1.96% 0.50%
0.90% 120% 0.30%
0B4% 1.15% 0.31%
0.73% 1.09% 0.36%
072% 1.04% 0.32%
DB65% 0.99% 0.34%
061% 0.93% D.32%
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Missour-American Water Company
Yields on Moody's A anc Baa Rated Pubhic Ltlity Bonds Schedule PMA-14
and Asa Raled Corporate Bonds Since April 1350 Page 30f3
Sprmad (UPDATED)
Betweoen Spraad Spraad between
Ane Corporate Moody's A PU Moody's Baa Amav APU Between Aza v A and Baa PU
Bonds Bonds PLU Bonds Bonds Baa PU Bonds Bonds
Feb-04 5.50% 6.15% £28% 0.65% 0.78% 0.13%
Mar-04 533% 5.97% 8.12% 064% 0.79% 0.15%
Apro4 5.73% 6.35% 6.46% 0.62% 0.73% Q11%
May-04 6.04% 6.62% 6.75% 0.58% 0.71% 0.13%
Jun-04 6.01% 6.46% 6.84% 0.45% 0.83% 0.38%
Jub04 5.82% 5.27% 6.57% 045% 0.85% 0.40%
Aug-04 5.65% 6.14% 6 45% 0.49% 0.80% 031%
Sop-04 5.46% 5.98% 6.2T% 0.52% 0.81% 0.26%
Oct-04 547% 5.94% 8.47% 047% 070% 023%
Now-04 5.52% 5.97% 6.16% 045% 0.64% 0.15%
Qec-04 54T% 5.62% 8.10% 0.45% 0.63% 0.18%
Jan-05 5.36% 5.76% 595% 0.42% 0.59% 017%
Feb-05 520% 5.61% 5.76% 041% 0.56% 0.15%
Mar-05 5.40% 5.83% 6.01% 043% 0.61% 0.18%
Apr-05 5.33% 5.64% 5.95% 0.31% 0.62% 0.31%
May-05 515% 5.53% 5.88% 0.36% 0.73% 0.35%
Jun-05 4.96% 5.40% 570% 0.44% 0.74% 0.30%
Jukd5 5.06% 551% 5.80% 0.45% 0.74% 029%
Aug-05 5.09% 5.50% 581% 041% 0.72% Q31%
Sep-05 5.13% 5.52% 5.83% 0.39% 0.70% 031%
Oct-b5 5.35% 5.73% 6.08% 0.44%, 0.73% 0.29%
Nov-05 542% 5.88% 6.19% 0.46% 0.77% 0.3M%
Dec-05 53T% 5.80% 6.14% 043% 0.77% 0.34%
Jan-06 529% 5.75% 6.06% 0.46% 077% 031%
Feb-06 5.35% 582% E.11% 0.47% 0.76% 0.29%
Mar-06 5.53% 5.96% 6.26% 0.45% 0.73% 0.28%
Apr-06 5.64% 6.29% 6.54% 0.45% 0.70% 0.25%
Meay-06 5.95% 6.42% 6.59% DA7% 0.64% 0.17%
Jun-06 £.85% 5.40% B861% 0.51% 0.72% 0.21%
Jukd6 5.85% 6.37% 661% 0.52% 0.76% 0.24%
Aug-06 5.68% 6.20% 6.43% 0.52% 0.75% 0.23%
Sep-06 551% 6.00% 626% 0.49% 0.75% 0.26%
Oct-06 5.51% - 5.96% 6.24% 047% 0.73% B.26%
Nov-06 533% 5.60% 6.04% 047% 0.71% 0.24%
Det-06 5.32% 5.81% 6.05% 049% 0.73% 024%
Jan-07 540% 5.96% 6.16% 0.56% 0.76% 020%
Feb-07 539% 5.90% 6,10% 0.51% 0.71% 0.20%
Mar-07 5.30% 5.85% 6.10% 0.55% 0.80% 0.25%
Apr? 5.47% 5.97% 5.24% 0.50% 0.77% 0.27%
May-07 547% 5.99% 6.23% 0.52% 0.76% 0.24%
Jun-07 5.79% 6.30% 6.54% 0.51% 0.75% 0.24%
Jul-07 5.73% 6.25% 6.49% D52% 0.76% 0.24%
Aug07 5.78% 6.24% 6.51% 0.45% 072% 0.27%
Sep-07 5.74% 6.16% 6.45% 0.44% 071% 027%
Oct-07 5.66% 6.11% 6.36% 045% 0.70% 025%
Now-07 5.4d% 597% 6.27% 0.53% 0.83% 0.30%
Dac-07 5.49% 6.16% 6.51% 067% 1.02% D.35%
Jan-08 5.33% 5.02% 8.35% 0.69% 1.02% 0.33%
Feb08 5.53% 521% 6.50% 0.68% 1.07% 0.39%
Mar-08 5.51% 5.21% 6.68% 0.70% 1.17% 047%
Apr-08 5.55% 6.29% 681% 074% 1.26% a52%
May-06 5.57% 6.27% 6.79% 0.70% 1.22% 052%
Jun-06 5.66% 6.38% 6.93% 0.70% 1.25% 0.55%
Jukps 567% 5.40% 6.97% 073% 1.30% 0.57%
Aug-08B 5.64% 5.37% 6.98% 0.73% 1.34% 0.61%
Sep-08 5.65% 6.49% 7.15% 0.84% 1.50% 0.66%
Cct-08 5.28% 7.56% B.58% 1.28% 230% 1.02%
HNav-06 6.12% 7.20% 6.96% 1.08% 266% 1.76%
Dec0B 5.05% 6.54% 6.13% 1.49% 1.08% 1.59%
Jan-09 5.05% 6.39% 7.90% 1.34% 265% 1.51%
Feb-08 5.27% 6.30% 7.74% 1.03% 247% 1.44%
Mar-08 5.50% 6.42% 8.00% 0.92% 2.50% 1.58%
Apr-08 5.19% 6.48% 68.03% 1.08% 2.64% 1.55%
May-0% 5.54% 5.49% 7.76% 0.95% 2.22% 1.27%
Jun-09 561% 5.20% 7.30% 0.59% 1.69% 1.10%
Jur09 541% 5.97% 6.87% 0.56% 1.46% 090%
Aug-08 5.26% 5.71% 6.36% 0.45% 1.10% 0.65%
Sep-09 5.13% 5.53% 6.12% 0.40% 0.95% 0.58%
Ocl-08 5.15% 5.55% 5.14% 040% 0.99% 0.59%
Nov-09 5.19% 5.64% 5.18% 0.45% 0.99% 0.54%
Dec-03 526% 5.79% 6.26% 0.53% 1.00% 0.47%
Jan-10 5.26% 5.77% 6.16% 0.51% 0.80% 0.39%
Feb-10 535% 5.67% 6.25% 052% 0.90% 0.38%
Average 6.81% 7.36% 7.71% 0.55% 0.90% 0.35%
Median 5.90% 7.47% 7.92% 0.52% 0.76% 0.29%

Source of Information:
S&P Public Uity Index and Moady's Public Liility Bond Average Annual Yields 1928-2010, (AUS Consultants - Utility Services, 2010).





