Kentucky-American Water Company
Case No. 2004-00103

Answers of Office of Attorney General to
Commission Staff’s First Set of Information Requests

1. Atpage 7 of his direct testimony, Scott J. Rubin states that it is not clear that Kentucky-
American Water Company’s (“Kentucky-American”) proposed Emergency Pricing Tariff
“would meet legal requirements for ratemaking by KAWC or any other investor-owned
utility.” Identify the statute(s), administrative regulation(s), or legal doctrine(s) to which
Mr. Rubin is referring.

Answer:

The cited portion of Mr. Rubin’s testimony is not based on a specific analysis of Kentucky law.
Rather, it is based on Mr. Rubin’s knowledge of legal and regulatory requirements that are
generally effective throughout the United States. The specific legal doctrines to which he is
referring are the general requirements that rates should be just and reasonable and not unduly
discriminatory. As Mr. Rubin explains in his testimony, it is not at all clear that the pricing
methodology proposed by KAWC would be consistent with these general requirements.

Responsible witness: Scott J. Rubin




Kentucky-American Water Company
Case No. 2004-00103

Answers of Office of Attorney General to
Commission Staff’s First Set of Information Requests

2. Describe the program or pricing method that Mr. Rubin believes that Kentucky-American
should implement to reduce water consumption during severe drought or emergency
periods.

Answer:

Mr. Rubin does not necessarily believe that KAWC should implement any program or pricing
method during severe drought or emergency periods. It may be more acceptable to the public,
and more consistent with legal and regulatory requirements and principles, to have any type of
pricing penalty imposed by state or local government, rather than by a privately owned utility.
Mr. Rubin’s assignment in this case did not include the development of a specific drought-
response proposal.

Responsible witness: Scott J. Rubin




Kentucky-American Water Company
Case No. 2004-00103

Answers of Office of Attorney General to
Commission Staff’s First Set of Information Requests

3. Atpage9 of his direct testimony, Scott J. Rubin states that Kentucky-American’s proposed
low-income customer rate is unlawful. Identify the statute(s), administrative regulation(s),
or legal doctrine(s) that lead the AG to believe the proposed rate is unlawful.

Answer:

The Public Service Commission is a creature of statute, and it has only those powers that
the General Assembly elects to provide. Boone County Water v. Public Service Commission,
Ky., 949 S.W.2d 588, 591 (1997). The fact that the General Assembly has given the
Commission jurisdiction over utility rates does not mean that the Commission’s power to set
rates is unfettered. South Central Bell v. Utility Regulatory Commission, Ky., 637 S.W.2d 649
(1982).

KRS 278.170 contains the express statutory mandate for the Commission with regard to
free or reduced rate service. Kentucky-American’s low-income tariff provision does not fall
within the scope of KRS 278.170, and the Company fails to identify any other statute (such as,
for example, KRS 278.172) in KRS Chapter 278 that authorizes the reduced rate service
proposed under this tariff provision.

Response by the Office of the Attorney General




Kentucky-American Water Company
Case No. 2004-00103

Answers of Office of Attorney General to
Commission Staff’s First Set of Information Requests

4.  Refer to the Direct Testimony of Scott J. Rubin at 10. State whether the AG believes that
tax credits and direct subsidies from the Commonwealth of Kentucky or Lexington-Fayette
Urban County Government (“LFUCG”) are the most appropriate means of assisting low-
income water customers.

Answer:

Mr. Rubin’s testimony at page 10 (lines 17 and 18) conveys his belief that “there are
many ways KAWC could assist its low-income customers without running afoul of the law.”
The position of the Office of the Attorney General is in accord with this statement.

The Office of the Attorney General has not conducted a study relating to the use of tax
credits and direct subsidies from the Commonwealth of Kentucky or Lexington-Fayette Urban
County Government as a means of assisting low-income water customers. Consequently, the
Attorney General is unable to take a position as to whether such measures “are the most
appropriate means of assisting low-income water customers.”

Response by the Office of the Attorney General




Kentucky-American Water Company
Case No. 2004-00103

Answers of Office of Attorney General to
Commission Staff’s First Set of Information Requests

5.  Atpage 11 of his direct testimony, Scott J. Rubin states that Kentucky-American’s
proposed economic development rate is unlawful.

(a) Identify the statute(s), administrative regulation(s), or legal doctrine(s) that
lead the AG to believe the proposed rate is unlawful.

(b) State whether the AG takes the position that all economic development rates
are unlawful.

(c) Explain how the AG’s position regarding Kentucky-American’s proposed
economic development rate is consistent with the position that the
Commission adopted in Administrative Case No. 327.

Answer;
(a) The Kentucky-American Water Company is not seeking approval of an economic
development rate.! The “tariff” is not truly part of the filing of the current case.”
Therefore, there is no proposed economic development rate.

Mr. Rubin’s testimony at page 11 (lines 2 through 9) pertains to Kentucky-American
Water Company’s testimony regarding the possibility of proposing an economic
development tariff in the future. He recommends that the Company “cease
expending its resources on the development of an economic development tariff.”
The position of the Office of the Attorney General is in accord with his testimony.

Public Service Commission is a creature of statute, and it has only those powers that
the General Assembly elects to provide. Boone County Water v. Public Service
Commission, Ky., 949 S.W.2d 588, 591 (1997). The fact that the General Assembly
has given the Commission jurisdiction over utility rates does not mean that the
Commission’s power to set rates is unfettered. South Central Bell v. Utility
Regulatory Commission, Ky., 637 S.W.2d 649 (1982).

KRS 278.170 contains the express statutory mandate for the Commission with regard
to free or reduced rate service. The statute does not contain an authorization for a
utility to grant free or reduced rate service for economic development. The General
Assembly has yet to add a statute to or otherwise amend an existing statute in KRS
Chapter 278 to authorize free or reduced rate service for economic development.

(b) While the term “rate” is defined by KRS 278.010, the section does not contain a
definition for the term “economic development rate” for use in KRS Chapter 278. In
Administrative Case No. 327° the Commission did, for the purposes of that
investigation, provide a definition of an economic development rate.* The Attorney

1 KAWC Response to AG 1 - 14.

2 KAWC Response to PSC 3 - 66.

3 In the Matter of: An Implementation of Economic Development Rates by Electric and Gas Utilities.
4 Administrative Case No. 327, Order, 24 September 1990, page 1.

Response by the Office of the Attorney General




Kentucky-American Water Company
Case No. 2004-00103

Answers of Office of Attorney General to
Commission Staff’s First Set of Information Requests

General is not aware of any other economic development rate(s) falling outside of
this definition. Thus, the Attorney General limits his response to the economic
development rate described in Administrative Case No. 327.

It is the position of the Office of the Attorney General that the Commission is a
creature of statute. The General Assembly has yet to add a statutory provision to or
amend an existing provision of Chapter 278 to authorize a utility to grant free or
reduced rate service for economic development. In light of the detail (or
comprehensive nature) of the General Assembly’s mandate regarding free or reduced
rate service in KRS 278.170, the Attorney General does not believe that the ability
for the Commission to authorize an economic development rate is within the
Commission’s necessarily implied powers. Hence, the Attorney General believes
that these rates are unlawful.

(c) Again, Kentucky-American has not proposed an economic development rate in this
case.” For the sake of discussion, the definition of an economic development rate in
Administrative Case No. 327 does not include a water rate discount. Hence, the
possible proposed economic development rate of Kentucky-American does not fall
within the scope of the Commission’s definition of an economic development rate as
per Administrative Case No. 327.

The Attorney General’s position regarding Kentucky-American’s “proposed”
economic development rate is neither consistent nor inconsistent with the position
that the Commission adopted in Administrative Case No. 327 concerning gas or
electric rate discounts. Further, there is no requirement that the Attorney General’s
position regarding free or reduced rate service for economic development must be
consistent with Administrative Case No. 327.

5 KAWC Response to PSC 3 - 66.

Response by the Office of the Attorney General




Kentucky-American Water Company
Case No. 2004-00103

Answers of Office of Attorney General to
Commission Staff’s First Set of Information Requests

6.  Refer to the Direct Testimony of Scott J. Rubin at 11 — 12.

(a) State whether Mr. Rubin holds the position that the AWWA Manual M1
requires a miscellaneous or special charge to meet all of the stated six
principles to be a proper charge. If yes, identify the specific portion of the
AWWA Manual M1 that supports this position.

(b) Provide all legal or regulatory authorities for Mr. Rubin’s proposition that a

- customer’s ability to pay should be considered in assessing the
reasonableness of a miscellaneous or special charge.

(c) Explain why ability to pay should be considered as a factor in assessing the
reasonableness of a miscellaneous or special charge.

Answer:

(@) No. AWWA Manual M1 does not “require” anything. The Foreword to the Manual states:
“As with the other manuals prepared by the Rates and Charges Subcommittee, this manual will
not prescribe a solution. Rather, it is intended to provide guidance and advice. ... The purpose of
this manual is to describe and present issues associated with developing water rates and charges,
to enumerate the advantages and disadvantages of various alternatives, and to provide
information to help users determine water rates and charges that are most relevant to a particular
situation.” Consistent with the role of the Manual to provide guidance and advice, the specific
portion of the Manual cited in Mr. Rubin’s testimony refers to the six principles using the
following language: “In deciding whether to establish various service charges, a utility should
consider general policies and a philosophy for governing such charges. Six basic guiding
principles to establish charges for miscellaneous and special services include ... .” Manual M1,
p. 246.

(b) Mr. Rubin does not suggest that “a customer’s ability to pay should be considered in
assessing the reasonableness” of a charge. Rather, he states that the impact on customers of a
proposed new charge should be considered. Part of considering that impact is to determine the
types of customers who are likely to pay the charge. In this instance, Mr. Rubin determined that
low-income customers were most likely to pay the new charge, while high-income customers
were least likely to pay the new charge. Mr. Rubin is of the opinion that imposing a new charge
that would have this impact might raise serious issues of fairness, equity, and rate discrimination.

(c) See response to (b).

Responsible witness: Scott J. Rubin




Kentucky-American Water Company
Case No. 2004-00103

Answers of Office of Attorney General to
Commission Staff’s First Set of Information Requests

7. Does the AWWA Manual M 1 provide a method or guideline for establishing rates based
on a customer’s ability to pay? If yes, site the location of this in the Manual M 1.

Answer:

Yes. Pricing based on the specific characteristics of a customer, including ability to pay and
related economic factors, is discussed in Chapters 16 (Low-Income Affordability Rates), 17
(Negotiated Contract Rates), and 18 (Economic Development Rates).

Responsible witness: Scott J. Rubin




Kentucky-American Water Company
Case No. 2004-00103

Answers of Office of Attorney General to
Commission Staff’s First Set of Information Requests

8. Atpage 15 of his direct testimony, Scott J. Rubin recommends that, if the Commission
approves the proposed activation fee and “the overall level of rate increase allowed by the
Commission is less than the $672,000 that would be generated from the activation fee . . .
[then] all Central Division charges should be reduced by an equal percentage.” State
whether, in Mr. Rubin’s opinion, Central Division charges should be increased by an equal
amount if the Commission permits an overall level of rate increase that exceeds $672,000.
Explain.

Answer:

No. On page 15 of his testimony, Mr. Rubin states: “the increased revenue resulting from that
[activation] fee should be used to reduce or eliminate any increase in the 5/8-inch meter charge.”
Thus, if the Commission approves the activation fee and the overall increase exceeds $672,000,
Mr. Rubin recommends the following procedure be used to design rates:

1. Do not increase Northern Division rates.

2. After subtracting miscellaneous revenue (including the activation charge) from the
revenue requirement, calculate the Central Division rates that would be charged if
all rates were increased by an equal percentage.

3. Calculate the increased revenue from the 5/8-inch customer charge from step 2.

4. If the increased revenue from the 5/8-inch charge, as calculated in step 3, is less
than $672,000, then keep the 5/8-inch charge at its existing level and increase all
other Central Division charges by an equal percentage to recover the difference.

5. Ifthe increased revenue from the 5/8-inch charge, as calculated in step 3, is
$672,000 or more, then reduce the 5/8-inch charge so that the revenue collected is
$672,000 lower than the amount calculated in step 3. Increase all other Central
Division charges by an equal percentage to recover the difference.

Responsible witness: Scott J. Rubin




Kentucky-American Water Company
Case No. 2004-00103
Information Request Response to Commission Staff
Respondent: OAG Witness Dr. J. Randall Woolridge
Set I

PSC-1-9. At page 2 of his Direct Testimony, Dr. J. Randall Woolridge states: “The
benchmark for long-term capital costs is the rate on ten-year Treasury bonds.” Provide all
reports, studies, and publications upon which Dr. Woolridge relies for this statement.

Response:

The Street.Com: Treasury Bonds
(www.thestreet.com/tsc/basics/ tscglossary/Treasury_Securities.html)

The 10-year note is the U.S. benchmark, meaning that people look to its yield as a proxy
for all U.S. interest rates. Formerly, that honor went to the 30-year bond. But reduced
issuance of 30-year bonds has given them scarcity value, making them less reliable as an
indicator of how high people think interest rates should be. (30-year bond sometimes
trades like commodities.)

Recession Telltale

(www forbes.com/forbes/2000/1113/6613388a_print.html)

That bellowing you hear from the bulls would have you believe that this time it's
different, that the inversion is really a chimera produced by the shortage of long Treasury
bonds. Indeed, the 30-year yield has fallen 20 basis points since the Fed started its rate-
raising campaign. Moody's, Merrill Lynch and other major Wall Street powers assume
the long bond is going the way of the passenger pigeon and have switched to the 10-year
Treasury as their benchmark.

Goldman Sachs Sees 10 vear note as its government debt benchmark
(www.bradynet.com/bbs/us/100004-0.htm)

2000 Feb, NEW YORK, Feb 9 (Reuters) - With the U.S. Treasury Department buying
back benchmark 30-year bonds and cutting back on new issuance of long bonds,
investment bank Goldman Sachs said on Wednesday it would now use the Treasury 10-
year note as its government debt benchmark to gauge appropriate prices and yields on
other types of securities.




Kentucky-American Water Company
Case No. 2004-00103
Information Request Response to Commission Staff
Respondent: OAG Witness Dr. J. Randall Woolridge
Set I

PSC-I-10. List all other term lengths of U.S. Treasury bonds that are currently available.

Response:

Attachment PSC I-10A provides the yields and maturities for the various Treasury issues
that trade in the markets as of September 13, 2004.
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U.S. Government Bonds and Notes
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Kentucky-American Water Company
Case No. 2004-00103
Information Request Response to Commission Staff
Respondent: OAG Witness Dr. J. Randall Woolridge
Set 1

PSC-I-11. At page 3 of his Direct Testimony, Dr. Woolridge compares the yield
differential between Baa-rate corporate bonds and 10-year Treasuries. Explain why 10-

year Treasuries should be compared to Baa-rated corporate bonds rather than other rated
bonds.

Response:

The graph is intended to show the risk premium required on fixed income securities.
Since a risk premium is defined as the premium required for bearing risk, it should be
computed as the difference between the yields on risk-free securities (U.S. Treasuries)
and risky bonds.




Kentucky-American Water Company
Case No. 2004-00103
“Information Request Response to Commission Staff
Respondent: OAG Witness Dr. J. Randall Woolridge
Set I

PSC-I-12. Provide a copy of J.R. Siegel, "The Shrinking Equity Risk Premium," The
Journal of Portfolio Management (Fall 1999).

Response:

The requested article is included as attachment PSC-1-12A.




The Shrinking Equity Premium

Historical facts and future forecasts.

Jeremy J. Siegel

ew conundruns have caught the imagination of
econonusts and practitioners as much as the
“Equity Premium Puzzle” the title chosen by
Rajneesh Mehra and Edward Prescott for their
seminal 1985 article in the Journal of Monetary Econontics.
Mehm and Prescott show that the historical return on
stocks has been too high in relation to the return on risk-
free assets to be explained by the standard economic mod-
els of risk and return without invoking unreasonably high
levels of risk aversion.! They calculate the margin by which
stocks outperformed safe assets — the equity premium —
to be in excess of 6 percentage points per vear, and claim
that the profession is at a loss to explain its magnitude.
There have been many attempts since to explain
the size of the equity premium by variations of the stan-
dard finance model. I shall not enumerate them here, but
refer readers to reviews by Abel [1991], Kocherlakota
[1996], Cochrane [1997], and Siegel and Thaler [1997].
I review here the estimates of the equity prenuumni
derived from historical data, and offer some reasons why
I believe that most of the historical data underestimate
the real return on fixed-income assets and overestimate
the expected return on cquities. T shall also offer some
reasons why, given the current high level of the stock
market relative to corporate earnings, the forward-look-
ing equity premium may be considerably lower than the
historical average.
JEREMY . SIEGEL is the Russcll

E. Palmer professor of finance at the REAL RETURNS ON “RISK-FREE” ASSETS

Wharton School of the University of

Pennsylvania in Philadelphia (PA From 1889 through 1978, Mehra and Prescott

19104). estimate the rcal return on short-dated fixed-income
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assets (commercial paper until 1920 and Treasury bills
thereafter) to have been 0.8%. In 1976 and again in 1982,
Roger Ibbotson and Rex Sinquefield formally estimated
the real risk-free rate to be even lower — at zero, based
on historical data analyzed from 1926. This extremely
low level of the short-term real rate is by itself puzzling,
and has been termed the “real rate puzzle” by Weil
[1989]. The essence of this puzzle is that, given the his-
torical growth of per capita income, it is surprising that
the demand to borrow against tomorrow’s higher con-
sumption has not resulted in higher borrowing rates.
The low measured level of the risk-free rate may
in fact be in part an artifact of the time period exam-
ined. There is abundant evidence that the real rate both
during the nineteenth century and after 1982 has been
substantially higher. Exhibit 1, based on Siegel [1998],
indicates that over the entire period from 1802 through
1998, the real compound annual return on Treasury bills
(or equivalent safe assets) has been 2.9%, while the real-
ized return on long-term government bonds has been
3.5%. Exhibit 2 presents the historical equity premium

EXHIBIT 1
COMPOUND ANNUAL REAL RETURNS (%)
U.S. DATA, 1802-1998

Stocks Bonds Bills Gold Inflation
1802-1998 7.0 35 29 0.1 1.3
1802-1870 7.0 4.8 5.1 0.2 0.1
1871-1925 6.6 3.7 32 08 0.6
1926-1998 7.4 2.2 0.7 0.2 31
1946-1998 7.8 1.3 0.6 0.7 4.2

Source: Siegel [1998] updated.

for selected time periods for both bonds and bills based
on the same data.”

The danger of using historical averages — even
over long periods — to make forecasts is readily illus-
trated by noting Ibbotson and Sinquefield’s long-term
predictions made in 1976 and again in 1982 on the basis
of their own analysis of the historical data. In 1976, they
made predictions for the twenty-five-year period from
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EXHIBIT 2
EQUITY PREMIUMS (%) — U.S. DATA, 1802-1998

Equity Premium
with Bonds

Equity Premium
with Bills

Geometric  Arithmetic  Geometric  Arithmetic
1802-1998 35 1.7 5.1 5.5
1802-1870 2.2 3.2 1.9 29
1871-1925 29 4.0 34 1.6
1926-1998 5.2 6.7 6.7 8.6
1946-1998 6.5 7.3 7.2 8.6

Source: Siegel [1998] updared.

1976 through 2000, and in 1982 they made predictions
for the twenty-year period from 1982 through 2001.
Their forecasts are shown in Exhibit 3. Since we now
have data for most of these forecast periods, it is of inter-
est to assess their estimates.

The last two decades have been extremely good
for financial assets, so it is not surprising that Ibbotson
and Sinqueficld underestimate all their real returns. But
their most serious underestimation is for fixed-income
assets, where they forecast the real bill rate to average
essentially zero and the real return on bonds to be less
than 2%. Given the standard deviation of estimates, real-
ized annual real bond and bill returns have been 9.9%
and 2.9%, respectively, significantly above their estimates.
Since negative real returns on fixed-income assets per-
sisted between the two surveys, Ibbotson and Sinque-
field more seriously underestimate long-term real bill rates
in their 1982 forecasts than they did in 1976.°

My purpose here is not to highlight errors in
Ibbotson’s and Sinquefield’s past forecasts. Their anal-
ysis was state-of-the-art. and their data have rightly

EXHIBIT 3
LONG-TERM FORECASTS OF REAL RETURNS —
COMPOUND ANNUAL RATES OF RETURN

Forecast Period Stocks Bonds  Bills  Inflation

1976-2000  Forecast 6.3 (23.5) 1.5(8.0) 04 (4.6) 6.4 (4.8
Actual® 11.0 5.3 2.1 1.8

1982-2001  Forecast 7.6 (21.9) 1.8 (8.3) 0.0 (4.4) 128 G.1)
Actual” 14,0 99 29 33

"Data through 1998.
Standard deviations of annual returns in parentheses.
Source: Tbbotson and Sinquefield [1976, 1982].
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formed the benchmark for the risk and return estimates
used by both professional and academic economists. |
bring these forecasts to light to show that even the fifty-
year history of financial returns available to economists
at that time was insufficient to estinate future real fixed-
income returns.

It is not well understood why the real rate of
returns on fixed-income assets was so low during the
1926-1980 period. The bursts of unanticipated inflation
following the end of World War I and during the 1970s
certainly had a negative effect on the realized real returns
from long-term bonds. Perhaps the shift from a gold stan-
dard to a paper monetary standard had a negative cffect
on these real returns until investors fully adjusted to the
inflationary bias inherent in the new monetary standard.”

Whatever the reasons, the current yields on the
Treasury inflation-protected securities, or TIPS, tirst
issued in 1997 support the assertion that the future real
returns on risk-free assets will be substantially above the
level estimated over the Ibbotson-Sinquetield period. This
1s s0 even when the estimating period includes the higher
real rates of the past two decades. In August 1999, the
ten- and thirty-year TIPS bond viclded 4.0%, nearly
twice the realized rate of return on long-dated govern-
ment bonds over the past seventy-five years.?

The market projects real returns on risk-free assets
to be substantially higher in the future than they have
been over most of this century. It is also likely that the
expected returns in the past are substantially greater than
they have turned out ex post, especially for longer-dated
securities. If one uses a 3.5% real return on fixed-income
assets, the geometric equity premium for a 7.0% real stock
return falls to 3.5%.

HISTORICAL EQUITY RETURNS
AND SURVIVORSHIP BIAS

The real return on stocks, as I have emphasized
[1998], has displayed a remarkable long-term stability.
Over the entire 196-vyear period that | examine, the long-
term after-inflation geometric annual rate of return on
equity averages 7.0%. In the 1926-1998 period, the rcal
return has been 7.4%, and since 1946 (when virtually
all the thirteenfold increase m the consumer price index
over the past two hundred years has taken place) the real
return on equity has been 7.8%. The relative stability of
long-term real equity returns is in marked contrast to
the unstable real returns on fixed-income assets.

Some cconomniists believe the 7% historical real
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return on equities very likely overstates the true promised precious metals or foreign currency experienced
expected return on stocks. They claint that using the ex  significant defaults. It is my belief that if one uses a world
post equity returns in the United States to represent portfolio of stocks and bonds, the equity preminm will
returns expected by shareholders is misleading. This is  turn out higher, not lower, than found in the US."
because no investor in the nineteenth or early twenti-

eth century could know for certain that the United States TRANSACTION COSTS

would be the most successful capitalist country in his- AND DIVERSIFICATION

tory and experience the highest equity returns.

This “survivorship bias” hypothesis, as it has been I believe that 7.0% per year does approximate the
called, is examined by Jorion and Goetzmann [1999] in  long-term real return on equity indexes. But the return
*Global Stock Markets in the Twenticth Century” They  on equity indexes does not necessarily represent the real-
conclude that of thirty-nine equity markets that existed  ized return to the equityholder. There are two reasons
in 1921, none of them show as high a real capital appre-  for this: transaction costs and the lack of diversification.""
ciation as the United States, and most of them have had Mutual funds and, more recently, low-cost
substantial disruptions in their operations or have disap-  “index funds” were not available to investors of the nine-
peared altogether. They report that the median real cap-  teenth or carly twentieth century. Prior to 1975, bro-
ital appreciation of non-U.S. markets has been only 0.8%  kerage commissions on buying and selling individual
per year as opposed to 4.3% in the US.° stocks were fixed by the New York Stock Exchange, and

But this evidence may be misleading. Total returns  were substantially higher than today. This made the accu-
of a portfolio, especially over long periods of time, arc  mulation and maintenance of a fully diversified portfo-
a very non-linear function of the returns of the individual lio of stocks quite costly.
components. Mathematically it can be shown that if indi- The advent of mutual funds has substantially low-
vidual stock returns are lognormal, the performance of ercd the cost of maintaining a diversified portfolio. And
the median stock is almost always worse than the market  the cost of investing in mucual funds has declined over
portfolio performance.” the last several decades. Rea and Reid [1998] report a

So, it 1s not surprising that the median perfor- decline of 76 basis points (from 225 to 149) in the aver-

mance of individual countries will not match the “world  age annual fee for equity mutual funds from 1980 to 1997
porttolio” or the returns in the dominant market. Jorion  (scc also Bogle [1999, p. 69]). Index funds with a cost
and Goetzmann recognize this near the end of their study  of less than 20 basis points per year are now available to
when they show that compound annual real return on  small investors.
a GDP-weighted portfolio of equities in all countrics falls Furthermore, the risk experienced by investors
only 28 basis points short of the U.S. return. In fact, unable to fully diversify their portfolios made the risk-
because of the real depreciation of the dollar over this  return trade-off less desirable than that calculated from
time, the compound annual doflar return on a GDP-  stock indexes. On a risk-adjusted basis, a less-than-fully
weighted world is actually 30 basis points liigher than the  diversified portfolio has a lower expected return than the
return on U.S. equitics.” total market.

But examining international stock returns alone Given transaction costs and inadequate diversifi-
does not give us a better measure of the equity premium.  cation, I assume that equity investors experienced real
The equity premium measures the differenice between the  returns more in the neighborhood of 3% to 6% over most
returns on stocks and safe bonds. Although stock returns  of the nineteenth and twentieth century rather than the
muay be lower in foreign countries than the U.S,, the real 7% calculated from indexes. Assuming a 3.5% real return
returns on forcign bonds are substantially lower. Almost  on bonds, the historical equity premium may be more
all disrupted markets experienced severe inflation, in some  like 1.5 to 2.5 percentage points, rather than the 6.0 per-
instances wiping out the value of fixed-income assets.  centage points recorded by Mehra and Prescote.

{One could say that the equity premium in Germany cov-

ering any period including the 1922-1923 hyperinfla- PROJECTING FUTURE EQUITY RETURNS

tion is over 100%, since the real value of fixed-income

assets fell to zero while equities did not.) Future stock returns should not be viewed inde-
Even investors who purchased bonds that pendently of current fundamentals, since the price of
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stocks is the present discounted value of all expected
future cash flows. Earnings are the source of these cash
flows, and the average price-to-earnings (P-E) ratio in
the U.S. from 1871 through 1998 is 14 (see Shiller [1989]
for an excellent source for this series).

Using data from August 13, 1999, the S&P 500
stock index is 1327, and the mean 1999 estimate for oper-
ating earnings of the S&P 500 stock index of fifteen ana-
lysts polled by Bloomberg News is $48.47.!" This yields
a current P-E ratio on the market of 27.4. But due to
the increased number of write-offs and other special
charges taken by management over the last several years,
operating earnings have exceeded total earnings by 10%
to 15%.'2 On the basis of reported earnings, which is
what most historical series report (including Shiller’s), the
P-E ratio of the market is currently about 32."*

There are two long-term consequences of the
high level of stock prices relative to fundamentals. Either
1) future stock returns are going to be lower than his-
torical averages, or 2) earnings (and hence other funda-
mentals such as dividends or book value) are going to
rise at a more rapid rate in the future. A third possibil-
ity, that P-E ratios will rise continually without bound,
is ruled out since this would cause an unstable bubble
in stock prices that must burst.

If future dividends grow no faster than they have
in the past, forward-looking real stock returns will be
lower than the 7% historical average. As is well known
from the dividend discount model, the rate of return on
stocks can be calculated by adding the current dividend
yield to the expected rate of growth of future dividends.
The current dividend yield on the S&P 500 index is
1.2%. Since 1871, the growth of real per share dividends
on the index has been 1.3%, buc since 1946, due in part
to a higher reinvesunent rate, growth has risen to 2.1%.
If we assume future growth of real per share dividends
to be close to the most recent average of 2.1%, we obtain
a 3.3% real return on equities, less than one-half the his-
torical average.

A second method of calculating future real returns
yields a similar figure. If the rate of return on capital equals
the return investors require on stocks, the earnings yicld,
or the reciprocal of the price-earnings ratio, equals the
forward-looking real long-term return on equity (see
Phillips {1999] for a more formal development of this
proposition). Long-term data support this contention; a
14 price-to-earnings ratio corresponds to a 7.1% earn-
ings yield, which approximates the long-term real return
on equities. The current P-E ratio on the S&P 500 stock

14 THE SHRINKING EQUITY PREMIUM

index is between 27 to 32, depending on whether total
or operating earnings are considered. This indicates a cur-
rent earnings yield, and hence a future long-term and
real return, of between 3.1% to 3.7% on equities.

One way to explain these projected lower future
equity returns is that investors are bidding up the price
of stocks to higher levels as the favorable historical data
about the risks and returns in the equity market become
incorporated into investor decisions.'* Lower transac-
tion costs further enable investors to assemble diversi-
fied portfolios of stocks to take advantage of these
returns. The desirability of stocks may be further rein-
forced by the perception that the business cycle has
becomie less severe over time and has reduced the inher-
ent risk in equities.”®

If these factors are the cause of the current bull
market, then the revaluation of equity prices is a one-
time adjustment. This means that future expected equity
returns should be lower, not higher, than in the past. Dur-
ing this period of upward price adjustment, however,
equity returns will be higher than average, increasing the
historical measured returns in the equity market.

This divergence between increased historical
returns and lower future returns could set the stage for
some significant investor disappointment, as survey evi-
dence suggests that many investors expect future returns
to be higher, not lower, than in the past (see “PaineWeb-
ber Index of Investor Optimism” [1999]).

SOURCES OF FASTER EARNINGS GROWTH

Although the increased recognition of the risks
and returns to equity may be part of the explanation for
the bull market in stocks, there must be other reasons.
This is because the forward-looking rates of return we
derive for equities fall below the current 4.0% yield on
inflation-protected government bonds. Although one
could debate whether in the long run stocks or nominal
bonds are riskier in real terms, there should be no doubt
that the inflation-protected bonds are safer than equities
and should have a lower expected return,

Hence, some part of the current bull market in
stocks must be due to the expectations that future earn-
ings (and dividend) growth will be significantly above
the historical average. Optimists frequently cite higher
growth of real output and enhanced productivity, enabled
by the technological and communications revolution, as
the source of this higher growth. Yet the long-run rela-
tion between the growth of real output and per share earn-
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ings growth is quite weak on both theoretical and empir-
ical grounds. Per share earnings growth has been pri-
marily determined by the reinvestment rate of the firm,
or the earnings yield minus the dividend yield, not the
rate of output growth.'®

The reason why output growth does not factor
into per share earnings growth is that new shares must
be issued (or debt floated) to cover the expansion of pro-
ductive technology needed to increase output. Over the
long run, the returns to technological progress have gone
to workers in the form of higher real wages, while the
return per unit of capital has remained essentially
unchanged. Real output growth could spur growth in
per share carnings only if it were “capital-enhancing,”
in the growth terminology, which is contrary to the
labor-augmenting and wage-enhancing technological
change that has marked the historical data {(see Diamond
[1999] for a discussion of growth and real return).

But there are factors that may contribute to higher
future earnings growth of U.S. corporations, at least tem-
porarily. The United States has emerged as the leader in
the fastest-growing segments of the world economy:
technology, communications, pharmaceuticals, and,
most recently, the Internet and Internet technology. Fur-
thermore, the penetration of U.S. brand names such as
Coca-Cola, Procter & Gamble, Disney, Nike, and oth-
ers into the global economy can lead to temporarily
higher profit growth for U.S. firms.

Nonetheless, the level of corporate earnings would
have to double to bring the P-E ratio down to the long-
term average, or to increase by 50% to bring the P-E
ratio down to 20. A 20 price-to-earnings yield corre-
sponds to a 5% earnings yield or a 3% real return, a return
that [ believe approximates realized historical equity
returns after transaction costs are subtracted. For per share
earnings to temporarily grow to a level 50% above the
long-term trend is clearly possible in a world economy
where the U.S. plays a dominant role, but it is by no
means certain.

CONCLUSION

The degree of the equity premium calculated from
data estimated from 1926 is unlikely to persist in the
tuture. The real return on fixed-income assets is likely
to be significantly higher than that estimated on earlier
data. This is confirmed by the yields available on Trea-
sury inflation-linked securities, which currently exceed
4%. Furthermore, despite the acceleration in earnings
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growth, the return on equities is likely to fall from its
historical level due to the very high level of equity prices
relative to fundamentals.!’

All of this makes it very surprising that Ivo Welch
[1999] in a survey of over 200 academic economists finds
that most estimate the equity premium at 3 to 6 per-
centage points over the next thirty years. Such a premium
would require a 9% to 10% real return on stocks, given
the current real yield on Treasury inflation-indexed secu-
rities. This means that real per share dividends would have
to grow by nearly 8.0% to 9.0% per year, given the cur-
rent 1.2% dividend vield, to prevent the P-E ratio from
rising farther from its current record levels. This growth
rate is more than six times the growth rate of real divi-
dends since 1871 and more than triple their growth rate
since the end of World War I1.

Unless there is a substantial increase in the pro-
ductivity of capital, dividend growth of this magnitude
would mean an ever-increasing share of national income
going to profits. This by itself might cause political ram-
ifications that could be negative for shareholders.

ENDNOTES

This article is adapted from a paper delivered at the UCLA
Conference, “The Equity Premium and Stock Market Valuations,”
and a Princeton Center for Economic Policy Studies Conference,
“What's Up with the Stock Market?” both held in May 1999. The
author thanks participants in these seminars and particularly Jay Rit-
ter, Robert Shiller, and Peter L. Bernstein for their comments.

'A few economsts believe these high levels of risk aver-
sion are not unreasonable; see, e.g., Kandel and Stambaugh [1991].

*In the capital asser pricing model, equity risk premiums
are derived from the arithmetic and not geometric returns. Compound
annual geometric returns are almost universally used in characteriz-
ing long-tenm returns.

*Their wildly high 12.8% long-term inflation estimate in
1982 is derived by subtracting their low historical real vield from the
high nominal bond rate. This overprediction has no effect on their
estimated real returns.

‘But real rates on short-dated bonds, for which unantici-

pated inflation should have been less inportant, were also extremely
low between 1926 and 1980.
’ 1 am very persuaded by the research of Campbell and
Viceira [1998], who argue that in a muldperiod world the proper
risk-free asset is an inflation-indexed annuity rather than the short-
dated Treasury bill. This conclusion comes from intertemporal mod-
els where agents desire to hedge against unanucipated changes in the
real rate of interest. The duration of such an indexed annuity is closely
approximated by the ten-year inflation-indexed bonds.

*They are unable to construct dividend series for most for-
eign countries, but they make a not-unreasonable assumption that
dividend vields in the U.S. were at least as high as abroad.
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”lntuitivcly, the return of the winners more than com-
pensates for the lower returns of the more numerous losers.

“Furthermore, the dollar return on the foreign portfolio
1s much better measured than the real return. Thesc data are taken
from Jordon and Goetzmann {1991], Tables VI and VIIL.

“T'o avoid the problems with default, gold is considered
the “risk-free” alternative in many countries. But gold's long-term
real returns are negative in the U.S. even before one considers stor-
age and insurance costs. And precious metals are far from risk-free
in real terns. The real return on gold since 1982 has been a nega-
tve 7% per vear.

1“1 abstract from taxes, which reduce the return on both
bonds and stocks.

""These data were taken from the Bloomberg terminal on
August 16, 1999,

I2From 1970 through 1989, operating carnings exceeded
reported earnmings by an average of 2.29%. Since 1990, the average
has been 12.93%.

""There are other factors that distort reported earnings,
some upward (underreporting option costs: see Murray, Smithers,
and Emerson [1998]) and some downward {overexpensing R&D;
see Nakamura [1999]). No clear bias is evident.

"'This is particularly true on a long-term, after-inflation
basis. See Siegel [1998, Chapter 2].

*Bernstein [1998] has emphasized the role of cconomic
stability in stock valuation. Also see Zarnowitz [1999] and Romer
[1999]. Other reasons given for the high price of equities rely on
demographic factors, specifically the accumulations of “baby
boomer.” This should, however, reduce both stock and bond returns,
vet we sce real bond returns as high if not higher than histonically.

"From 1871 to 1998, the growth of real per share earn-
ings is only 1.7% per year, slightly less than obtained by subtract-
ing the median dividend vield of 4.8% from the median carnings
vield of 7.2%.

I"This should not be construed as predicting that equity
prices need fall significantly, or that the expected returns on equi-
ties are not higher, even at current levels, than those on fixed-income
mnvestments.
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Kentucky-American Water Company
Case No. 2004-00103
Information Request Response to Commission Staff
Respondent: OAG Witness Dr. J. Randall Woolridge
Set 1

PSC-I-13. Refer to the Direct Testimony of Dr. J. Randall Woolridge at 7 — 8 and Exhibit
JRW-3,

a. Provide August 2004 report from the C.A. Turner Utility Reports for each company
within Dr. Woolridge’s comparison groups.

b. Explain why Dr. Woolridge used water revenues of at least 80 percent of total
revenues as a criterion for selecting his comparison group.

c. Explain why Dr. Woolridge did not use a lower percentage of water revenues of total
revenues as a criterion for selecting his comparison group.

d. State Kentucky-American’s percentage of total revenues derived from water sales.

Response:

a. The requested document is attached as PSC-I-13A

b. The intention of the water revenue screen is to identify companies that are primarily
engaged in the water utility business. The 80% figure is based on Dr. Woolridge’s
judgment but it is arbitrary.

c. See response to PSC-I-13b.

d. In Supplemental Response to PSC 1 - 5, KAWC reports the following:
Water Revenues 23,489,749
Sewer 25,258
Other 653.699

As such, KAWC percent of water revenues from water sales is 97%.
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COMPANY.
American States Water Co. (NYSE-AWR)
Aqua America, Inc. (NYSE-WTR)
Artcsian Resources Corp, (NDQ-ARTNA)
California Water Service Group (N YSE-CWI’)
Connecticut Water Scrvice, Inc.
Middlesex Water Company (NDQ-MSEX)
Pennichuck Corporation (NDQ-PNNW)
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SJW Corporation (ASE-STW)
Southwest Water Company (NDQ-SWWC)
York Wator Company (NDQ-YORW)
AVERAGE
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American States Water Co. (NYSE-AWR)
Aqua America, Inc. (NYSE-WTR)
Artesian Resources Corp. (NDQ-ARTNA)
California Water Servu:e Group (NYSE-CWT)

Connecticut Water Service, Inc. (NDQ

Middlescx Water Company (NDQ-MSEX) 3
Penmichuck Corporation (NDQ-PNNW) 300

SJW Corporation (ASE-SIW) 179 i

Southwest Water Company (NDQ-SWWC)
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Kentucky-American Water Company
Case No. 2004-00103
Information Request Response to Commission Staff
Respondent: OAG Witness Dr. J. Randall Woolridge
Set]

PSC-1-14. Provide a copy of James M. McTaggart, "The Ultimate Poison Pill: Closing
the Value Gap," Commentary (Spring 1988).

Response:

The requested article is included as attachment PSC-1-14A.




The Ultimate Poison Pill:
Closing the Value Gap

James M. McTaggart, Chairman & Chief Executive Officer

Seldom in the history of U.S. business has a structural change hit with the
same force. Ten years ago, large-scale LBOs, raiders, and forced restruc-
turing were virtually unknown. Today, they are commonplace and are
rapidly changing the economic landscape. At the source of this structural
change is a growing belief that many large diversified companies are not
being managed to create the maximum value possible for their share-
holders. It is also important to note that the gap between actual and
potential market values, the “value gap,” is so large for some companies
that substantial profits can be made even after premiums of 30- 50% are
paid to acquire control, This perception, combined with a flood of in-
stitutional money into junk bonds and LBO funds, has produced the
takeover entrepreneur, who can now entice or threaten all but the very
largest corporations.

Can it be true? Is the value gap of sufficient size to make a large number
of diversified companies attractive takeover candidates? In general, the
answer is yes, although the number of candidates has been declining
recently due to the spread of value-based strategic management. More
important, however, are the sources of the gap. There are three manage-
ment shortcomings that we believe account for most of the gap between
actual and potential market values:

1) A tendency to invest far too much capital in unprofitable businesses
2) Poor balance sheet management, and

3) Tolerance of noneconomic overhead.

The Determinants of Value

In order to describe clearly the three sources of the value gap, it is neces-
sary to first examine the factors that determine the market value of any
business or company.
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Exhibit 1: Profitability of Dow Jones Industrials - June 1986

Market-
to-Book
Ratio 50F
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ALD Allied Corp. P Int'L Paper

AA  Aluminum Co. of Am, McD  McDonald's Corp.
AC  AmericanCan MRK Merck & Co.

AXP  American Express MMM Minnesota Mining
T American Telephone MO  Philip Morris

BX Bethlehem Steel Ol Owens-Illinois
CHV  Chevron PG Proctor & Gamble
DD  DuPont S Sears, Roebuck
EK Eastman Kodak TX Texaco, Inc.

XON  Exxon Corp. UK  Union Carbide

GE General Electric X U.S. Steel

GM  General Motors UTX  United Technologies
GT  Goodyear Tire WX  Westinghouse
IBM  Int'l Business Machines 722  Woolworth (FW.)

N Inco Limited
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Fundamentally, the value of a company is determined by the cash flow it
generates over time for its owners and the minimum acceptable rate of
return required by investors to supply equity capital. This “cost of equity
capital” is used to discount the expected equity cash flow, converting it
to a present value. The cash flow is, in turn, produced by the interaction
of a company’s return on equity and the annual rate of equity growth.
High-ROE companies in low-growth markets, such as Kellogg, are
prodigious generators of cash flow, while low-ROE companies in high-
growth markets, such as Texas Instruments, barely generate enough cash
flow to finance growth,

A company’'s ROE over time relative to its cost of equity also determines
whether it is worth more or less than its book value. If ROE is consis-
tently greater than the cost of equity capital (the investor's minimum
acceptable return), the business is economically profitable and its market
value will exceed book value. If, however, the business earns an ROE
consistently less than its cost of equity, it is economically unprofitable
and its market value will be less than book value. These basic principles
can be seen at work in Exhibit I, which plots the profitability of the Dow
Jones Industrials, based on Value Line forecasts of ROE and Marakon
estimates of the cost of equity capital.

Growth acts as a magnifier. If ROE remains constant and the growth rate
of a profitable business increases, its market-to-book ratio rises. For an
unprofitable business, increasing growth actually drives the market-to-
book lower (unless growth causes ROE to rise). And in the case where
ROE is just equal to the cost of equity, growth has no impact on the
market-to-book ratio. The primary reason for the scattering of the obser-
vations in Exhibit I is differential growth rates.

The profitability of a company is determined primarily by the profitabil-
ity of its businesses. The profitability of a business is, in turn, determined
by economic forces affecting supply and demand in its product markets,
its competitive position, and the effectiveness of its strategy. The interac-
tion of constantly changing economic forces and competitive strategies
produces a wide variation in both industry and company profitability,
as can be seen in Exhibits II and IIL. Understanding how industry eco-
nomics and competitive position determine profitability for a given
business is the first step toward developing strategies to increase
shareholder returns.
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Exhibit 11: Profitability of 14 U.5. Industries — Spring 1986

Market-
to-Book
Ratio

Integrated
Petroleum

4 2 0 2 1 6 8 10
Forecast ROE Less Cost of Equity

Exhibit I11: Profitability of Paper and Forest
Products Companies — Spring 1986
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to-Book
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BOHM Bohemia FHP Fort Howard Paper sPr Scott Paper
BCC  Boise Cascade P International Paper SWF  Southwest Forest
CHA  Champion International IR James River ucC Union Camp
CsK Chesapeake MEA Mead W Westvaco
CPER  Consolidated Paper PNTA  Pentair wy Weyerhaeuser
FBO Federal Paper Board POP Pope & Talbot
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Sources of the Value Gap

The wide variation in industry and company profitability also occurs
within a typical diversified company's portfolio of businesses. Within a
company, however, the capital allocation discipline provided by credi-
tors and investors is replaced by management policies and strategies,
which can significantly magnify the variation, particularly on the down-
side. The magnification can occur in either of two ways. The first is when
management allows low-return businesses to invest too much capital, a
process that can actually produce businesses with negative market
values. The second is when management allows or causes high-return
businesses to underinvest, which if prolonged usually results in a loss of
competitive position and declining returns. In both instances, the busi-
ness unit market values are significantly lower than they otherwise
would be. This tendency to misallocate capital by allowing or causing
businesses to pursue inappropriate strategies is the first of the three
major sources of the gap between actual and potential market value.

The business portfolio shown in Exhibit IV, based on a recent engage-
ment, illustrates the magnitude of the gap that can be produced by
pursuing inappropriate business strategies. This company's sales were
roughly $750 million, and its common stock was trading at about 80% of
book value. Its portfolio contained five profitable and four unprofitable
businesses. The operating value of each unprofitable business, based on
the prevailing strategies, was less than 50% of its book value. All told, the
four operating values summed to $115 million, versus a combined book
value exceeding $300 million. A

The most unprofitable business, machinery, was actually worth a nega-
tive $12 million; that is, the present value of its planned cash flow was
negative $12 million. This was produced by an operating strategy whose
primary objective was growth. The key element of the plan was a mas-
sive capital spending program designed to boost capacity and eliminate a
competitive cost disadvantage. And while the program, if successful,
would have significantly enhanced the unit's ROI (from 8% to 12%), the
long-term positive impact on value was more than offset by the near-
term negative cash flow. ' '

Based on a thorough assessment of market economics and profitability
relative to competitors, we concluded that by changing strategy at each
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Exhibit IV: Profitability of Compnny Portfolio

05% 0% 5%

Forecast ROE Less Cost of Equity
Circle Size = Equity Investment

of the four businesses to emphasize profitability rather than growth, their
combined market values could be increased by at least $150 million
within two years. In other words, the current value gap caused by over-
investing in four unprofitable businesses was $120 million, or 40% of the
company's market value.*

As a general rule, strategy changes at the business unit level emanating
from improved capital allocation can enhance market values by any-
where from 20-100% within a few years. While this alone can provide
impetus to takeover entrepreneurs, the value gap can, in fact, be further
magnified by poor balance sheet management and tolerance of noneco-
nomic overhead.

With respect to balance sheet management, substantial value can often be
created by redeploying underperforming assets and reducing the cost of
capital used to fund investments. On the asset side, two of the more
prominent targets are excess cash and underutilized real estate. The
source of value creation in the cash account is the low after-tax return it
earns. To the extent that excess cash is held for long periods of time in

*The machinery business was subsequently sold in a leveraged buyout for
book value and has since prospered.
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taxable securities, it is worth less than its face value. Redeploying excess
cash by repurchasing shares, for example, generates a capital gain equal
to the present value of the tax savings. Excess pension fund reserves are
also a source of funds that can be worth more if returned to shareholders.
The source of value creation with corporate real estate is land or build-
ings that are not being put to their highest and best use. The capital

tied up in undeveloped land, vacant office space, underutilized plants, or
unprofitable retail outlets nearly always earns a return well below

the cost of capital. To the extent that it can be redeployed into profit-

able businesses or, again, used to buy back stock, a substantial capital
will oceur.

On the liability side, value can be created for equity holders by increasing
financial leverage up to a point. This, of course, is one of the sources of
value that LBOs have utilized to recapture purchase price premiums. The
source of the value creation is the tax saving due to the deductibility of
interest. As a rule of thumb, each dollar of new debt should increase the
firm's equity value by 20-25 cents until the firm’s financial risk becomes
excessive. At this point, the benefits from futher borrowing are offset by
the restrictions placed on the firm, which limit its capital availability and
increase the probability that the interest expense will not be tax deduct-
ible. This point, however, is significantly beyond the current leverage
position of most U.S. companies.

The magnitude of the opportunity to increase returns through improved
balance sheet management will, of course, depend on the amount of
nonproductive assets on the company's books and its capacity to borrow.
In the case of Gulf Qil, we estimated that redeployment of over $1 billion
of excess cash and full utilization of the company’s debt capacity would
have produced a 20-25% increase in the market value of Gulf's stock.
Focused efforts to reduce underperforming assets and improve liability
management can result in increases to shareholder value of up to 50%.

With respect to overhead, our experience suggests that most large com-
panies are overburdened and do not appreciate the magnitude of the
overhead drag on equity values. The accumulation of overhead through-
out most companies occurs for a variety of reasons. As companies grow,
they face the continuing problem of how to decentralize operating re-
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sponsibility while maintaining some centralized control. In many in-
stances, the result is duplication of support functions at corporate, group,

o ' and business unit levels, such as accounting, personnel, and planning, In
addition, the overriding objective of most people managing the support
functions jis to maximize the quality of their services, and their compen-
sation is often closely correlated to the number of people under their
stewardship. The result is excess staff and a service "quality-to-cost" ratio
that is much lower than it should be.

The impact of noneconomic overhead on value can be staggering.

For example, the overhead at Beatrice Corp. was estimated at roughly
$150 million annually, or 1.3% of its $12 billion in sales. By contrast,
Esmark, at roughly $6 billion in sales, was spending only $25 million on
overhead functions, less than 0.5%. If Beatrice could have managed down
its overhead to $50 million, the resulting $100 million in pretax earnings
would have created roughly $1 billion of shareholder value. This repre-
sents nearly 30% of Beatrice’s preacquisition market value and 70% of the
premium paid to acquire control of the company. This means that if the
new owners can manage down Beatrice's overhead to Esmark's level,
they will be two thirds of the way to recovering the acquisition premium,
with potential divestments, strategy changes, and the impact of leverage
and taxes yet to be considered.

Closing the Value Gap

In the current environment, with takeover financing readily available,
no company can run for long with a large perceived gap between
actual and potential market values. To close the gap, we recommend
a five-step process:

First, develop accurate estimates of the operating and divestment values
of each business in the portfolio. Few companies have this information,
and yet it is the foundation of managing for shareholder value.

Second, incorporate profitability and operating values into both the stra-
tegic planning process and incentive compensation. The planning proc-

ess should stress the relationships among market economics, competitive
position, and profitability. Business unit managers cannot be expected to
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develop value-creating strategies if they don't know how much their
units are worth or why they are either profitable or unprofitable. To
ensure effective implementation, a significant portion of key executive
compensation must be tied directly or indirectly to shareholder value.

Third, don't hoard cash or carry nonproductive assets on the books. At
least once a year, a thorough analysis of asset productivity should be
conducted.

Fourth, put in place an aggressive financial policy. The level of borrow-
ing should be matched to the ability of business units to bear interest rate
risk. Excess cash flow should be dedicated to profitable diversification,
dividends, and repurchasing shares.

Fifth, don't tolerate noneconomic overhead. Support functions should be
viewed as service businesses and where possible, subjected to both per-
formance measurement and outside competition.

If managed well, a diversified company could be worth more than just
the sum of its business unit values, owing to economies of scale and
scope in support functions and to the increase in debt capacity produced
by diversification. Those companies that can accomplish this feat will
not only enrich shareholders but will also put in place the best possible
poison pill.
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Kentucky-American Water Company
Case No. 2004-00103
Information Request Response to Commission Staff
Respondent: OAG Witness Dr. J. Randall Woolridge
Set |

PSC-I-15. Refer to the Direct Testimony of Dr. J. Randall Woolridge at 18. Describe
Kentucky-American’s position within the Three-Stage DCF Model.

Response:

Given the nature and regulated status of the water service industry and KAWC, it is in the
steady-state stage of the three-stage DCF.




Kentucky-American Water Company
Case No. 2004-00103
Information Request Response to Commission Staff
Respondent: OAG Witness Dr. J. Randall Woolridge
Set I ‘

16. Refer to the Direct Testimony of Dr. J. Randall Woolridge at 20 and Exhibit
JRW-7 at 2.

a. State whether the monthly dividend yield for August 2004 is an estimate.

b. List the source(s) used to derive the monthly dividend yield for August 2004.

Response:

a. The dividend yield is not an estimate, it comes from the August, 2004 C. A. Turner
Utility Reports.

b. The August, 2004 C. A. Turner Utility Reports.




Kentucky-American Water Company
Case No. 2004-00103
Information Request Response to Commission Staff
Respondent: OAG Witness Dr. J. Randall Woolridge
Set 1

PSC-I-17. Refer to the Direct Testimony of Dr. J. Randall Woolridge at Exhibit

JRW-7.

a. State whether the supporting data for this Exhibit is for periods ending August 2004.

b. Provide a copy of all supporting documents and reports used to prepare the Exhibit.

c. Page 3 of the Exhibit shows members of the Small Water Company Group experienced
negative growth rates.

(1) State the reasons for these negative values.
(2) Explain why it is appropriate to include negative growth in determining the
historic growth rate.

Response:

a. The historic data is for the end of calendar year 2003. The projected data (Value Line
and projected EPS data) are as of the end of July, 2003

b. See attachment PSC-I-17A

c. (1). The primary reason for the negative growth rates were the declines in sales and
EPS for Pennichuck. The particular problem at Pennichuck is discussed in their Annual
Report under “Results of Operations - 2003 Compared to 2002”

For the year ended December 31, 2003, the Company's consolidated net income was
$1.25 million, compared to net income of $2.34 million in 2002, a decrease of nearly
47%. On a per share basis, basic income per share was 3.52 for the twelve months ended
December 31, 2003, a $.46 per share decrease from last year. This decrease in
consolidated net income was due to, among other things, approximately $1.11 million in
expenses incurred during 2003 relating to the terminated merger with PSC, the pending
regulatory investigations and the eminent domain issue with the City as discussed herein.
Excluding the effect of those expenses in 2003 and 2002, consolidated net income was
32.02 million, or $.84 per share and $3.53 million, or $1.48 per share, respectively.
Further contributing to this decrease in net income was an 8.7% decrease in
consolidated revenues primarily from a decline in both the Company's regulated water
and real estate businesses.

c. (2). Negative growth rates are one outcome that investors must deal with. Since the
negative growth rates in this case were excessive, I reviewed the median as well as the
mean growth rates.




American States Water Co. (United States) (NYS: AWR)

As Reported Annual Income Statement 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Total operating revenues 212,669 209,205 197,514 183,960
Operating income (loss) 33,605 37,648 36,692 32,307
Total interest charges 18,070 17,699 15,735 14,122
Net income 11,892 20,339 20,447 18,086
Weighted average shares outstanding-

diluted 15,227 15,157 15,256.50 14,116.50
Year end shares outstanding 15,212.28 15,180.84 15,119.44 15,113.44
Net earnings (loss) per common share-

basic 0.78 1.34 1.3467 1.28
Net earnings (loss) per common share-

diluted 0.78 1.34 1.3333 1.2733
Dividends per common share 0.884 0.872 0.8667 0.8567
As Reported Annual Balance Sheet 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Net utility plant 602,298 563,311 539,842 509,096
Total assets 757,475 701,650 683,764 616,646
Total common shareholders' equity 212,487 213,279 199,982 192,723
Long-term debt 229,799 231,089 245,692 176,452
Long-term debt - current 820 13,305 800 735
Long-term debt net of current 228,979 217,784 244 892 175,717
Notes payable to banks 56,000 35,000 20,000 45,000
Total current liabilities 95,898 79,5620 63,636 80,217
Total capitalization 442 286 444 368 447 554 371,095
Aqua America Inc (NYS: WTR)

As Reported Annual Income Statement 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Operating revenues 367,233 322,028 307,280 275,538
Operating income (loss) 153,561 140,504 134,340 118,313




Interest expense, net 44,662 40,396 39,859 40,360
Net income (loss) 70,795 67,206 60,111 52,890
Weighted average shares outstanding -

diluted 89,244 86,538.75 85,943.75 81,767.19
Year end shares outstanding 92,589.04 84,895.54 85,483.09 83,868.63
Net income (loss) per share-basic 0.8 0.784 0.704 0.6528
Net income (loss) per share-diluted 0.79 0.776 0.696 0.6464
Dividends per common share 0.46 0.432 0.4 0.3757
Net income (loss) 70,795 67,206 60,111 52,890
Retained earnings 210,915 180,047 149,682 123,911
Year end shares outstanding 92 589.04 84,895.54 85,483.09 83,868.63
As Reported Annual Balance Sheet 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Net property, plant & equipment 1,824,291 1,486,703 1,368,115 1,251,427
Total assets 2,069,736 1,717,069 1,560,339 1,414,010
Total stockholders’ equity 659,030 493,097 473,833 432,347
Total long-term debt 736,052 617,175 - 484,712
Current portion of long-term debt 39,386 34,265 - 15,943
Long-term debt, excluding current portion 696,666 582,910 516,520 468,769
Total capitalization 2,131,134 1,727,447 990,353 1,401,771
Note payable 960 978 - 12,000
Total current liabilities 232,001 226,531 202,635 173,183
California Water Service Group (DE) (United States) (NYS: CWT)

As Reported Annual Income Statement 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Operating revenue 277,128 263,151 246,820 244 806
Net operating income 30,234 30,297 25,151 33,196
Net interest expense 17,517 16,841 16,029 14,646
Net income 19,417 19,073 14,965 19,963
Weighted average shares outstanding- :

diluted 15,893 15,185 15,285 15,173




Year end shares outstanding 16,932 15,182 15,182 15,146
Net earnings (loss) per share-basic 1.21 1.25 0.98 1.31
Net earnings (loss) per share-diluted 1.21 1.25 0.97 1.31
Dividend declared 1.125 1.12 1.115 1.1
As Reported Annual Balance Sheet 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Net utility plant 759,498 696,988 624,342 582,008
Total assets 873,035 800,582 710,214 666,605
Total common shareholders' equity 244524 199,217 196,619 198,834
Long-term debt, less current maturities 272,226 250,365 202,600 187,098
Total capitalization 520,225 453,057 402,694 389,407
Total current liabilities 63,564 91,541 78,989 63,736
SJW Corp. (ASE: SJW)

As Reported Annual Income Statement 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Operating revenue 149,732 145,652 136,083 123,157
Operating income 22,954 20,558 19,827 17,925
Interest on long-term debt 8,471 7,803 6,737 6,434
Net income 18,677 14,232 14,017 10,665
Year end shares outstanding 9,135.44 9,135.44 9,135.44 9,135.44
Net earnings per share-basic 2.04 1.5567 1.5333 1.1667
Dividends per common share 0.97 0.92 0.86 0.82
Net income 18,677 14,232 14,017 10,665
Retained earnings 138,058 128,242 122,415 116,232
Year end shares outstanding 9,135.44 9,135.44 9,135.44 9,135.44
As Reported Annual Balance Sheet 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Net utility plant 408,724 380,343 357,506 323,496
Total assets 511,717 453,223 431,017 391,930




Total stockholders' equity 166,368 153,499 149,354 144,325
Long-term debt 139,614 110,000 110,000 90,000
Total capitalization 305,982 263,499 259,354 234,325
Total current liabilities 15,076 23,600 24,159 26,742
Averages for Large Water Companies

As Reported Annual Income Statement 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Operating revenue 251,691 235,009 221,924 206,865
Operating income 60,089 57,252 54,003 50,435
Interest Expense 22,180 20,685 19,590 18,891
Net income 30,195 30,213 27,385 25,401
Year end shares outstanding 33,467.19 31,098.45 31,229.99 30,815.88
Net earnings per share-basic 1.2075 1.232675 1.141 1.102375
Dividends per common share 0.86 0.84 0.81 0.79
As Reported Annual Balance Sheet 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Net utility plant 898,703 781,836 722,451 666,507
Total assets 1,052,991 918,131 846,334 772,298
Total stockholders' equity 320,602 264,773 254,947 242,057
Long-term debt 401,649 357,851 330,380 288,770
Total capitalization 849,907 722,093 524,989 599,150
Total current liabilities 101,635 105,298 92,355 85,970
Calculations 12/31/2003  12/31/2002  12/31/2001  12/31/2000
AWR - ROA 1.570% 2.899% 2.990% 2.933%
WTR - ROA 3.420% 3.914% 3.852% 3.740%




CWT - ROA 2.224% 2.382% 2.107% 2.995%
SJW - ROA 3.650% 3.140% 3.252% 2.721%
Average 2.716% 3.084% 3.050% 3.097%
AWR - ROE 5.597% 9.536% 10.224% 9.384%
WTR - ROE 10.742% 13.629% 12.686% 12.233%
CWT - ROE 7.941% 9.574% 7.611% 10.040%
SJW - ROE 11.226% 9.272% 9.385% 7.390%
Average 8.876% 10.503% 9.977% 9.762%
AWR - Profin Margin 5.592% 9.722% 10.352% 9.831%
WTR - Profin Margin 19.278% 20.870% 19.562% 19.195%
CWT - Profin Margin 7.007% 7.248% 6.063% 8.155%
SJW - Profin Margin 12.474% 9.771% 10.300% 8.660%
Average 11.087% 11.903% 11.569% 11.460%
AWR - Interest Coverage 1.860 2127 2.332 2.288
WTR - Interest Coverage 3.438 3.478 3.370 2.931
CWT - Interest Coverage 1.726 1.799 1.569 2.267
SJW - Interest Coverage 2.710 2.635 2.943 2.786
Average 2.433 2.510 2.554 2.568
Growth Rates 3 Year 5 Year 10 Year

AWR - Sales 4.953% 7.511% 6.961%

WTR - Sales 10.049% 19.456% 13.752%

CWT - Sales 4.220% 8.269% 6.210%

SJW - Sales 6.730% 7.150% 4.650%

Average 6.488% 10.597% 7.893%

Median 5.841% 7.890% 6.585%




AWR - EPS -15.071% -6.301% -3.438%
WTR - EPS 6.916% 8.417% 6.314%
CWT - EPS -2.612% -3.554% -1.089%
SJW - EPS 20.473% 3.919% 5.333%
Average 2.426% 0.620% 1.780%
Median 5.841% 3.919% 5.333%
AWR - DPS 1.051% 1.026% 1.003%
WTR - DPS 6.981% 6.119% 2.851%
CWT - DPS 0.752% 1.008% 1.599%
SJW - DPS 5.805% 4.380% 3.072%
Average 3.647% 3.133% 2.131%
Median 5.805% 3.919% 2.851%
AWR - BVPS 0.733% 3.996% 3.453%
WTR - BVPS 11.778% 11.361% 5.776%
CWT - BVPS 5.495% 2.838% 0.958%
SJW - BVPS 4.852% 3.867% 5.587%
Average 5.714% 5.515% 3.943%
Median 5.495% 3.919% 3.453%




12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/11995 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
173,421 148,060 153,755 151,529 129,813 122,675
28,514 25,061 23,458 23,429 21,388 18,930
-12,945 -11,207 -10,157 -10,500 -9,559 -7,828
16,101 14,623 14,059 13,460 12,165 11,338
13,436.51 13,437 13,437 13,329 11,767.50 11,767.50
1.1933 1.08 1.04 1.1267 1.0267 0.9533
0.8533 0.84 0.83 0.82 0.8067 0.8
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
449,595 414,753 383,623 357,776 334,968 314,879
533,181 484,671 457,074 430,922 406,255 383,627
168,846 154,299 151,053 146,766 121,576 118,962
167,363 120,809 115,286 107,190 107,455 92,891
340 260 231 482 15,624 4,624

167,023 120,549 115,055 106,708 91,831 88,267
21,000 38,000 26,000 16,000 8,500 19,500
54,965 63,768 56,180 44,688 46,541 46,596
328,169 277,108 268,379 256,036 231,151 214,013
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
257,326 150,977 136,171 122,503 117,044 108,636
101,045 | 66,679 56,799 49,290 46,109 40,845




33,698 18,976 17,890 15,311 14,852 12,896
36,384 28,819 23,188 20,743 18,400 15,638
80,673.83 54,445 .31 51,314.45 - - -
80,102.75 54,154.30 53,712.89 36,984.38 35,710.94 33,625
0.4557 0.5325 0.4557 0.5581 0.5222 0.4608
0.4506 0.5274 0.4506 - - -
0.3584 0.3418 0.3039 0.4045 0.3891 0.3758
36,384 28,819 23,188 20,743 18,400 15,638
101,533 66,447 56,136 49,272 43,345 38,491
80,102.75 54,154.30 53,712.89 36,984.38 35,710.94 33,625
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
1,135,364 609,808 534,483 502,938 436,905 385,709
1,280,805 701,450 618,472 582,944 518,051 458,183
368,901 234,759 194,745 180,015 156,976 143,795
425,946 264,278 234,919 - - -
12,194 2,452 2,448 - - -
413,752 261,826 232,471 217,518 175,395 152,195
1,220,793 763,315 664,583 397,533 332,371 295,990
9,200 38,935 27,128 - - -
183,813 44,856 44,697 45,039 47,918 29,379
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
206,440 186,273 195,324 182,764 165,086 157,271
30,610 30,074 34,349 30,367 25,392 25,505
13,201 12,446 11,902 11,907 11,462 11,384
19,919 18,395 23,305 19,067 14,698 14,408

- 12,619 12,619 - - -




12,936 12,619 12,619 12,620 12,538 12,494
1.53 1.45 1.83 1.505 1.165 1.22

- 1.45 1.83 - - -

1.085 1.07 1.055 1.04 1.02 0.99
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
515,354 478,305 460,407 443,588 422,175 407,895
587,618 548,499 531,297 512,390 484,883 464,228
177,182 168,804 164,065 154,226 146,949 144,447
156,572 136,345 139,205 142,153 145,540 132,419
337,229 308,624 306,745 299,854 295,964 276,866
55,511 55,528 43,144 34,794 25,830 30,128
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
117,001 106,010 110,084 102,593 97,385 99,422
19,739 18,847 19,314 17,606 15,314 13,767
6,552 5,629 5,695 5,892 4,888 5,082
15,884 16,018 15,216 18,560 11,535 9,902
9,135.44 9,502.64 9,510 9,510 9,753 9,753
1.7333 1.6833 1.6 1.9167 1.1833 1.0167

0.81 0.78 0.76 0.74 0.74 0.74
15,884 16,018 15,216 18,560 11,535 9,902
113,058 104,553 95,954 87,966 76,569 72,056
9,135.44 9,502.64 9,510 9,510 9,753 9,753
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
302,434 280,418 256,349 234,784 224,098 213,432
372,427 359,380 323,223 296,536 280,497 262,530




143,894 143,149 133,553 120,028 108,854 104,098
90,000 90,000 75,000 75,000 76,500 62,500
233,894 233,149 208,553 195,028 185,354 166,598
16,842 11,754 8,940 8,954 10,760 15,242
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
188,547 147,830 148,834 139,847 127,332 122,001
44 977 35,165 33,480 30,173 27,051 24,762
10,127 6,461 6,333 5,653 5,411 5,384
22,072 19,464 18,942 17,958 14,200 12,822
28,902.67 22,428.23 22,319.72 18,110.84 17,442.36 16,909.88
1.228075 1.18645 1.231425 1.276625 0.9743 0.9127
0.78 0.76 0.74 0.75 0.74 0.73
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
600,687 445,821 408,716 384,772 354,537 330,479
693,508 523,500 482,517 455,698 422 422 392,142
212,206 175,253 160,854 150,259 133,589 127,826
259,945 199,785 185,770 175,291 159,216 146,578
530,021 395,549 362,065 287,113 261,210 238,367
77,783 43,977 38,240 33,369 32,762 30,336
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994
3.020% 3.017% 3.076% 3.124% 2.994% 2.955%
2.841% 4.108% 3.749% 3.558% 3.552% 3.413%




3.390% 3.354% 4.386% 3.721% 3.031% 3.104%
4.265% 4.457% 4.708% 6.259% 4.112% 3.772%
3.379% 3.734% 3.980% 4.165% 3.422% 3.311%
10.136% 9.477% 9.307% 9.171% 10.006% 9.531%
9.863% 12.276% 11.907% 11.523% 11.722% 10.875%
11.242% 10.897% 14.205% 12.363% 10.002% 9.975%
11.039% 11.190% 11.393% 15.463% 10.597% 9.512%
10.570% 10.960% 11.703% 12.130% 10.582% 9.973%
9.284% 9.876% 9.144% 8.883% 9.371% 9.242%
14.139% 19.088% 17.029% 16.933% 15.721% 14.395%
9.649% 9.875% 11.931% 10.433% 8.903% 9.161%
13.576% 15.110% 13.822% 18.091% 11.845% 9.960%
11.662% 13.487% 12.981% 13.585% 11.460% 10.689%
-2.203 -2.236 -2.310 -2.231 -2.237 -2.418
2.999 3.514 3.175 3.219 3.105 3.167
2.319 2416 2.886 2.550 2215 2.240
3.013 3.348 3.391 2.988 3.133 2.709
1.5632 1.761 1.786 1.632 1.554 1.425




12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
108,506 100,660 90,660 90,398 85,564
20,050 19,098 16,825 14,733 14,814
-8,378 -7,890 -7,583 -6,421 -7,673
12,026 12,142 15,363 8,907 8,730
11,707.50 9,964.50 9,910.50 9,408 9,387
1.1067 1.2133 1.56 0.9333 0.92
12/31/1993 12/31/1992 12/31/11991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
294,990 277,525 258,558 235,713 214,465
358,533 312,491 293,444 268,028 254,346
116,463 88,229 83,162 71,141 68,602
84,286 84,195 82,634 67,246 67,767

417 1,013 3,175 599 635

83,869 83,182 79,459 66,647 67,132
12,000 14,668 - 7,500 -
32,668 40,599 27,180 26,195 20,228
202,949 174,664 168,076 140,707 138,729
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
101,244 93,307 88,648 82,267 133,517
37,430 34,337 31,637 27,743 -




13,108 15,068 14,781 14,305 13,760
13,835 4,292 4,889 4,089 7,786
33,486.33 28,804.69 23,541.02 22,863.28 22,083.98
0.4337 0.1705 0.2114 0.1807 0.3584
0.3473 0.3533 - - -
13,835 4,292 4,889 4,089 7,786
35,490 33,284 37,858 40,828 44,380
33,486.33 28,804.69 23,541.02 22,863.28 22,083.98
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
366,230 345,610 320,974 306,702 288,443
439,679 365,949 350,560 352,037 337,741
135,934 106,971 85,621 85,456 85,886
145,292 153,508 168,076 175,885 163,133
281,226 260,479 253,697 261,341 249,019
24,370 26,700 19,096 25,448 24,614
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
151,716 139,805 127,176 124,387 117,488
27,855 23,774 24,321 23,370 22,338
12,627 11,414 10,777 9,657 9,236
15,501 12,529 13,928 14,366 13,772




11,378 11,378 11,378 11,378 11,378

1.35 1.09 1.21 1.25 1.2

0.96 0.93 0.9 0.87 0.84
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
391,703 374,613 349,937 325,409 307,802
446,619 403,448 393,609 369,055 339,348
123,999 119,574 117,779 114,244 109,929
133,083 125,544 106,980 108,380 89,487
257,082 245,118 224,759 222,624 199,416
37,956 33,670 33,868 20,658 27,093
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
95,045 89,109 76,281 70,458 56,044
14,960 14,123 12,152 11,587 6,774
4,489 4,002 3,865 3,504 3,816
11,767 10,227 8,448 8,539 4,307
9,753 9,768 8,514 8,514 8,514
1.2133 12 0.9933 1 0.5
0.7167 0.77 0.7133 0.7233 0.7467
11,767 10,227 8,448 8,539 4,307
68,980 63,850 59,667 56,668 53,433
9,753 9,768 8,514 8,514 8,514
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
203,653 188,841 176,650 170,663 163,892
256,851 230,198 197,095 188,313 185,905




103,130 96,155 77,374 74,374 -
64,000 58,503 41,248 35,193 38,138
167,130 154,658 118,622 109,567 110,581
9,410 12,592 17,365 18,427 15,792
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
114,128 105,720 95,691 91,878 98,153
25,074 22,833 21,234 19,358 14,642
5,462 5,649 5,460 5,261 4,785
13,282 9,798 10,657 8,975 8,649
16,581.21 14,978.80 13,335.88 13,040.82 12,840.75
1.025925 0.91845 0.993675 0.841 0.7446
0.67 0.68 0.81 0.80 0.79
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
314,144 296,647 276,530 259,622 243,651
375,421 328,022 308,677 294,358 279,335
119,882 102,732 90,984 86,304 88,139
141,474 137,769 132,791 130,394 120,911
227,097 208,730 191,289 183,560 174,436
26,101 28,390 24,377 22,682 21,932
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
3.354% 3.886% 5.235% 3.323% 3.432%
3.147% 1.173% 1.395% 1.162% 2.305%




3471% 3.105% 3.539% 3.893% 4.058%
4.581% 4.443% 4.286% 4.534% 2.317%
3.638% 3.152% 3.614% 3.228% 3.028%
10.326% 13.762% 18.474% 12.520% 12.726%
10.178% 4.012% 5.710% 4.785% 9.066%
12.501% 10.478% 11.826% 12.575% 12.528%
11.410% 10.636% 10.918% 11.481%  #VALUE!
11.104% 9.722% 11.732% 10.340%  #VALUE!
11.083% 12.062% 16.946% 9.853% 10.203%
13.665% 4.600% 5.515% 4.970% 5.831%
10.217% 8.962% 10.952% 11.549% 11.722%
12.380% 11.477% 11.075% 12.119% 7.685%
11.836% 9.275% 11.122% 9.623% 8.860%
-2.393 -2.421 -2.219 -2.295 -1.931
2.856 2.279 2.140 1.939  #VALUE!
2.206 2.083 2.257 2.420 2419
3.333 3.529 3.144 3.307 1.775
1.500 1.368 1.331 1.343  #VALUE!




Artesian Resources Corp. (OTC: ARTN B)

As Reported Annual Income Statement 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Total operating revenues 36,295 34,597 31,987 27,551
Operating income 8,529 8,175 7,401 6,211
Interest charges 4,889 4,388 4,537 4,055
Net income 3,917 4,167 3,321 2,451
Weighted average shares outstg - diluted 3,993 3,612 3,108 3,066
Year end shares outstanding 3,900.81 3,861.50 3,059.97 3,019.74
Net income (loss) per share - basic 0.99 1.1667 1.0733 0.7933
Net income (loss) per share - diluted 0.96 1.14 1.0533 0.78
Dividends per common share 0.7975 0.7733 0.74 0.7333
As Reported Annual Balance Sheet 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands  Thousands Thousands Thousands
Utility plant, at orig cost less accum depr 187,893 167,338 152,356 134,038
Total assets 216,324 183,072 163,534 144,407
Total stockholders equity 52,691 51,176 34,445 32,829
Total long-term debt 80,746 64,391 50,698 50,717
Total capitalization 133,249 115,246 84,015 83,846
Notes payable 12,499 3,163 16,118 2,000
Total current liabilities 19,674 9,531 25,498 9,498
Connecticut Water Service, Inc. (United States) (NMS: CTWS)

As Reported Annual Income Statement 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Operating revenues 47,115 45,830 45,392 41,512
Total operating expenses 35,584 33,996 34,078 30,353
Operating Income 11,531 11,834 11,314 11,159
Total interest & debt expenses 4,635 4,534 4,632 4 541




Net income applicable to common stock 9,172 8,742 8,401 7,925
Weighted average shares outstanding-

diluted 8,002 7,771 7,662 7,308
Year end shares outstanding 7,967.38 7,939.71 7,649.36 7,279.00
Net earnings (loss) per share-basic 1.156 1.13 1.1 1.0867
Net earnings (loss) per share-diluted 1.15 1.12 1.1 1.0867
Dividends per share 0.825 0.81 0.804 0.7953
As Reported Annual Balance Sheet 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Net utility plant 235,098 229,097 202,330 186,971
Total assets 277,546 264,799 231,714 215,399
Common stockholders' equity 83,315 79,975 70,783 64,906
Long-term debt 64,754 64,734 63,953 64,658
Total capitalization 148,916 145,556 135,583 130,336
Interim bank loans payable 9,700 6,950 1,825 1,150
Total current liabilities 15,111 15,478 12,656 8,574
Middlesex Water Co. (United States) (NMS: MSEX)

As Reported Annual Income Statement 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale $ $ $ $
Operating revenues 64,111,214 61,932,786 59,638,145 54,476,543
Operating income 11,500,139 12,466,938 11,493,316 9,938,129
Total interest charges 5,227,030 5,143,463 5,042,292 4,997,022
Net income 6,630,596 7,765,353 6,952,984 5,305,060
Weighted average shares outstanding-

diluted 10,818,435 10,623,441.33 10,474,048 10,387,436
Year end shares outstanding 10,566,937 10,356,489.33 10,168,002.67 10,097,068
Earnings per share-baéic 0.61 0.7275 0.66 0.505
Earnings per share- diluted 0.61 0.7275 0.66 0.505
Dividends paid per share 0.649 0.6337 0.6225 0.6125




As Reported Annual Balance Sheet 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale $ $ $ $
Utility plant - net 226,784,785 207,943,404 196,063,459 188,278,311
Total assets 263,191,935 244,604,232 236,373,673 219,399,959
Total common equity 79,643,184 76,501,245 72,290,312 70,635,193
Long-term debt 97,376,847 87,483,382 88,140,459 82,109,297
Total capitalization 181,083,093 168,047,689 164,493,833 156,807,552
Notes payable 12,500,000 17,650,000 13,225,000 6,050,000
Total current liabilities 27,695,486 29,578,603 25,970,586 18,006,641
Pennichuck Corp. (NMS: PNNW)

As Reported Annual Income Statement 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale $ $ $ $
Total revenues 21,388,000 23,421,556 22,754,338 23,671,476
Operating income 5,195,000 7,647,272 8,552,142 9,215,920
Interest expense 1,969,000 1,977,646 1,980,926 1,991,488
Net income (loss) 1,247,000 2,340,579 3,611,704 3,682,661
Weighted average shares outstanding -

diluted 2,398,198 2,411,781 2,400,088 2,363,348.82
Year end shares outstanding 2,396,140 2,391,439 2,387,634 2,343,978.70
Net income (loss) per common share-basic 0.52 0.98 1.52 1.5639
Net income (loss) per common share-

diluted 0.52 0.97 1.5 1.5564
{Dividends per common share 0.838989792 0.813 0.76 0.7293
Net income (loss) 1,247,000 2,340,579 3,611,704 3,682,661
Year end shares outstanding 2,396,140 2,391,439 2,387,634 2,343,978.70
Retained earnings (accumulated deficit) 13,178,000 13,941,337 13,544,696 12,342,510
As Reported Annual Balance Sheet 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale $ $ $ $
Property, plant & equipment, net 85,727,000 79,672,205 73,960,044 68,437,556
Total assets 97,210,000 90,981,914 87,840,541 82,880,006
Total stockholders' equity 30,172,000 30,433,541 30,595,099 28,595,633




Long-term debt, less current portion 26,879,000 26,859,795 27,071,798 26,917,860
Total capitalization 57,051,000 57,293,336 57,666,897 55,513,493
Note payable to bank - - - -
Total current liabilities 5,424,000 2,930,547 3,556,268 2,472,952
York Water Co. (United States) (NMS: YORW)

As Reported Annual Income Statement 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale $ $ $ $
Total water operating revenues 20,888,536 19,553,211 19,402,542 18,481,163
Operating income 9,333,579 8,333,219 8,934,637 8,472,539
Interest expense on long-term debt 2,759,228 2,759,609 2,759,985 2,739,902
Interest expense on short-term debt 83,655 71,671 183,429 113,709
Total interest expense 2,842,883 2,831,280 2,943,414 2,853,611
Net income 4,448,296 3,790,347 4,006,067 3,757,787
Year end shares outstanding 6,419,230 6,364,803 3,154,332 6,009,466
Earnings per share - basic 0.7 0.6 0.65 0.625
Dividends per share 0.55 0.53 0.51 0.49
As Reported Annual Balance Sheet 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale $ $ $ $
Utility plant, net 115,802,244 106,217,261 101,752,782 96,443,665
Total assets 127,508,458 118,408,387 113,351,492 116,386,607
Stockholders’ equity 39,056,529 37,216,708 35,891,474 32,437,755
Long-term debt 29,913,445 32,652,087 32,690,343 32,728,220
Total capitalization 68,969,974 69,868,795 68,581,817 65,165,975
Short-term borrowings 7,153,119 2,737,976 2,000,000 2,648,946
Total current liabilities 14,047,246 5,494,279 4,841,217 5,764,095

Averages for Small Water Companies




As Reported Annual Income Statement 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Total operating revenues 37,960 37,067 35,835 33,138
Operating income 9,218 9,691 9,539 8,999
Total interest expense 3,913 3,775 3,827 3,688
Net income 5,083 5,361 5,259 4,624
Year end shares outstanding 6,250 6,183 5,284 5,750
Earnings per share - basic 0.794 0.92084 1.00066 0.91478
Dividends per share 0.7321 0.7120 0.6873 0.6721
As Reported Annual Balance Sheet 12/31/2003 12/31/2002 12/31/2001 12/31/2000
Scale Thousands Thousands Thousands Thousands
Utility plant, net 170,261 158,054 145,292 134,834
Total assets 196,356 180,373 166,563 155,695
Stockholders' equity 56,976 55,060 48,801 45,881
Long-term debt 59,934 55,224 52,511 51,426
Total capitalization 117,854 111,202 102,068 98,334
Total current liabilities 16,390 12,602 14,504 8,863
Averages for Small Water Companies

As Reported Annual Income Statement 37986 37621 37256 36891
Total operating revenues 37959.55 37066.9106 35834.805 33138.4364
Operating income 9217.7436 9691.2858 9539.019 8999.3176
Total interest expense 3912.5826 3774.8778 3827.1264 3687.6242
Net income 5082.9784 5361.0558 5258.551 4624.3016
Year end shares outstanding 6250.1 6182.789067 5283.859533 5749.85004
Earnings per share - basic 0.794 0.92084 1.00066 0.91478
Dividends per share 0.732097958 0.712 0.6873 0.67208




As Reported Annual Balance Sheet 37986 37621 37256 36891
Scale Thousands Thousands Thousands Thousands

Utility plant, net 170261.0058 158053.574 145292.457 134833.7064
Total assets 196356.0786 180373.1066 166562.7412 155694.5144
Stockholders' equity 56975.5426 55060.4988 48800.977 45880.7162
Long-term debt 59933.8584 55224.0528 52510.72 51426.0754
Total capitalization 117853.8134 111202.364 102068.1094 98333.804
Total current liabilities 16390.3464 12602.4858 14504.4142 8863.1376
Calculations 12/31/2003  12/31/2002  12/31/2001  12/31/2000
ARTN B - ROA 1.811% 2.276% 2.031% 1.697%
CTWS - ROA 3.305% 3.301% 3.626% 3.679%
MSEX - ROA 2.519% 3.175% 2.942% 2.418%
PNNW - ROA 1.283% 2.573% 4.112% 4.443%
YORW - ROA 3.489% 3.201% 3.534% 3.229%
Average 2.481% 2.905% 3.249% 3.093%
ARTN B - ROE 7.434% 8.142% 9.641% 7.466%
CTWS - ROE 11.009% 10.931% 11.869% 12.210%
MSEX - ROE 8.325% 10.151% 9.618% 7.511%
PNNW - ROE 4.133% 7.691% 11.805% 12.878%
YORW - ROE 8.921% 9.737% 10.776% 10.079%
Average 7.964% 9.330% 10.742% 10.029%
ARTN B - Profin Margin 10.792% 12.044% 10.382% 8.896%
CTWS - Profin Margin 19.467% 19.075% 18.508% 19.091%
MSEX - Profin Margin 10.342% 12.538% 11.659% 9.738%
PNNW - Profin Margin 5.830% 9.993% 15.873% 15.557%
YORW - Profit Margin 13.391% 14.463% 14.674% 13.954%




Average 11.965% 13.623% 14.219% 13.447%
ARTN B - Retention Rate 16.927% 32.167% 29.745% 5.987%
CTWS - Retention Rate 28.261% 27.679% 26.909% 26.815%
MSEX - Retention Rate -6.393% 12.893% 5.682% -21.287%
PNNW - Retention Rate -61.344% 16.186% 49.333% 53.142%
YORW - Retention Rate 21.429% 11.667% 21.538% 21.600%
Average -0.224% 20.118% 26.641% 17.251%
ARTN B - Interest Coverage 1.745 1.863 1.631 1.532
CTWS - Interest Coverage 2.488 2.610 2.443 2.457
MSEX - Interest Coverage 2.200 2424 2.279 1.989
PNNW - Interest Coverage 2.638 3.867 4.317 4.628
YORW - Interest Coverage 3.283 2.943 3.035 2.969
Average 2.471 2.741 2.741 2.715
Growth Rates 3 Year 5 Year 10 Year

ARTN B - Sales 9.623% 7.344% 5.962%

CTWS - Sales 4.311% 4.436% 2.138%

MSEX - Sales 5.578% 8.287% 6.095%

PNNW - Sales -3.325% 4.220% 8.232%

YORW - Sales 4.166% 4.039% 3.934%

Average 4.071% 5.665% 5.272%

Median 4.311% 4.436% 5.962%

ARTN B - EPS 7.166% -0.139% -0.100%

CTWS - EPS 1.905% 2.428% 2.609%

MSEX - EPS 6.499% -2.853% -0.860%

PNNW - EPS -30.610% -15.338% -0.674%

YORW - EPS 3.850% 5.722% 3.091%




Average -2.238% -2.036% 0.813%
Median 3.850% -0.139% -0.100%
ARTN B - DPS 2.837% 4.281% 14.834%
CTWS - DPS 1.230% 1.180% 1.246%
MSEX - DPS 1.948% 2.451% 2.075%
PNNW - DPS 4.781% 7.150% 10.091%
YORW - DPS 3.926% 3.415%

Average 2.944% 3.695% 7.062%
Median 2.837% 3.415% 6.083%
ARTN B - BVPS 7.214% 5173% 3.933%
CTWS - BVPS 5.442% 4.096% 3.811%
MSEX - BVPS 2.681% 0.212% 3.424%
PNNW - BVPS 1.309% -2.190% 4.630%
YORW - BVPS 4.072% 3.601% 3.924%
Average 4.143% 2.179% 3.944%
Median 4.072% 3.601% 3.924%




12/31/1999 12/31/1998 12/31/11997 12/31/1996 12/31/1995 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
26,777 25,466 22,340 20,891.99 22,631.28 21,012.29
6,090 5,667 4,407 4,100.92 3,933.36 3,814.16
3,298 3,162 2,580 2,535.85 2,758.50 2,334.28
2,980 2,720 1,985 1,658.66 1,207.43 1,485.78

2,994 2,724 2,662.49 - - -
2,997.03 2,705.77 2,670.41 2,622.43 1,5656.24 1,526.10
0.9867 0.98 0.7133 0.7067 0.7067 0.8933
0.9733 0.9667 0.7133 - - -
0.7067 0.6467 0.6133 0.6 0.42 0.4
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/11994
Thousands Thousands Thousands Thousands Thousands Thousands
122,481 109,780 97,694 88,993.07 83,160.42 73,237.89
132,482 119,376 107,867 99,708.15 96,841.17 87,453.24
32,356 27,933 26,587 25,487.48 15,395.90 14,727.80
34,529 32,053 32,103 26,258.98 17,558.30 24,653.23
67,285 60,486 59,290 52,843.16 34,198.40 40,772.73
7,617 7,704 1,164 25 9,225 1,525
16,539 14,051 6,247 5,650.62 21,846.51 7,335.44
12/31/1999 12/31/1998 12/31/11997 12/31/1996 12/31/1995 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
42,624 37,924 38,501 38,592 39,350 38,129
31,397 27,620 28,167 28,464 29,328 28,474
11,227 10,304 10,334 10,128 10,022 9,655
4,526 4,316 4,304 3,967 3,946 3,940




7,456 6,927 6,766 6,565 6,325 5,842
7,272 6,802.50 6,786 - - -
7,258.19 6,804 6,790.50 6,777 6,675.75 6,459.75
1.0267 1.02 0.9955 0.9733 0.9645 0.9245
1.0267 1.02 0.9955 - - -
0.7867 0.778 0.7687 0.7553 0.7467 0.7333
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
181,342 167,326 163,757 153,898 146,536 140,784
210,885 194,586 189,277 184,640 176,459 171,241
62,495 57,945 56,069 54,395 51,788 47,983
65,399 62,501 54,532 54,430 54,460 54,600
128,666 121,218 111,373 109,597 107,020 103,335
2,411 1,895 8,811 5,795 2,646 2,700
13,874 12,156 18,794 15,212 12,310 12,053
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/3111995 12/3111994
$ $ $ $ $ $
53,497,153 43,057,966 40,294,118 38,024,669 37,846,899 36,122,475
10,665,479 9,149,461 8,793,137 8,222 446 8,912,391 8,564,800
4,695,445 4,423,601 3,336,697 3,280,154 3,114,762 3,043,697
7,881,041 6,521,226 5,860,906 5,167,460 5,703,744 5,495,372
10,296,306 9,160,610 8,764,690 - - -
10,001,178 9,794,138 8,538,434 8,409,898 8,273,944 8,061,668
0.77 0.71 0.665 0.6 0.68 0.665

0.76 0.705 0.665 - - -

0.595 0.575 0.5625 0.5525 0.5425 0.5285




12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994

$ $ $ $ $ $
179,721,639 159,116,392 135,070,736 121,244,520 117,932,632 108,743,013
215,035,665 203,501,256 159,760,773 148,659,522 144,822,207 132,412,758
70,489,358 66,729,466 51,225,549 49,215,813 28,820,844 27,151,673
82,329,592 78,031,513 52,918,245 52,960,953 52,960,000 49,500,000
156,882,012 149,756,614 109,139,429 104,843,071 103,269,966 97,141,200
2,000,000 1,000,000 564,701 - - -
14,305,266 13,200,061 11,577,608 9,926,511 8,810,546 8,380,997
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994

$ $ $ $ $ $

17,809,258 17,394,794 11,840,700 12,202,688 11,486,183 10,215,780
6,075,904 5,719,124 3,809,577 3,613,913 3,480,764 3,305,712
2,024,601 2,263,636 1,773,580 1,630,581 1,703,570 1,716,226
2,615,665 2,106,053 1,290,091 1,238,485 1,094,970 972,548
2,335,026.47 1,765419.39 1,506,931.23 - - -
2,323,047.16 2,274,065.92 1,508,794.56 1,487,302.43 1,439,588.01 1,429,411.52
1.1278 1.2105 0.8622 0.8421 0.7669 0.6617
1.1203 1.1955 0.8571 - - -
0.6917 0.594 0.5314 0.5081 0.4526 0.3970
2,615,665 2,106,053 1,290,091 1,238,485 1,094,970 972,548
2,323,047.16  2,274,065.92 1,508,794.56 1,487,302.43 1,439,588.01 1,429,411.52
10,361,038 9,335,414 7,876,346 7,380,880 6,898,162 6,454,761
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994

$ $ $ $ $ $

63,004,773 58,389,304 47,094,203 43,338,395 41,446,173 40,101,650
75,580,844 70,838,181 55,089,595 50,069,698 47,893,193 46,528,250
26,257,309 24,811,169 13,833,278 13,196,402 12,247,211 11,846,081




27,223,378 28,001,997 25,435,826 20,995,000 20,881,078 16,733,097
53,480,687 52,813,166 39,269,104 34,191,402 33,128,289 28,579,178
- - - - - 4,645,000
3,130,116 2,281,496 1,761,462 2,128,579 1,831,168 5,710,430
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994
$ $ $ $ $ $
17,511,251 17,137,029 16,996,706 15,721,462 15,449,296 14,755,707
7,255,698 5,650,674 5,676,783 5,239,531 4,909,557 4,818,760
2,715,505 2,718,950 2,718,950 2,718,950 2,789,721 2,832,887
31,026 36,605 35,589 286,322 175,424 21,926
2,746,531 2,755,555 2,754,539 3,005,272 2,965,145 2,854,813
3,154,073 3,135,389 3,120,061 2,759,756 2,312,247 2,444 678
5,978,182 5,959,444 5,869,564 5,801,048 5,098,992 5,037,472
0.525 0.53 0.535 0.525 0.4575 0.4888

- 0.465 0.455 0.45 - -
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994
$ $ $ $ $ $
91,725,068 86,041,217 83,155,036 80,334,138 76,819,549 73,107,138
108,600,110 102,479,091 98,854,074 96,736,434 90,459,706 86,967,330
30,829,654 30,380,436 29,150,786 28,002,757 21,771,767 21,251,914
32,765,943 32,000,000 32,000,000 32,000,000 32,000,000 32,000,000
63,595,597 62,380,436 61,150,786 60,002,757 53,771,767 53,251,914
1,431,118 - 843,000 1,237,000 4,164,000 1,302,000
3,926,446 2,374,508 3,201,776 3,494,614 6,231,288 4,829,605




12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995. 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
31,644 28,196 25,995 25,087 25,353 24,047
8,263 7,298 6,604 6,261 6,252 6,032
3,458 3,384 2,950 2,884 2,898 2,778

4,817 4,282 3,804 3,478 3,329 3,248
5,712 5,507 5,076 5,020 4,609 4,503
0.88724 0.8901 0.7542 0.72942 0.71512 0.72666
0.6950 0.6117 0.5862 0.5732 0.5405 0.5147
12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994
Thousands Thousands Thousands Thousands Thousands Thousands
127,655 116,131 105,354 97,562 93,179 87,195
148,517 138,156 122,170 115,963 111,295 104,921
44,485 41,560 35,373 34,059 26,005 24,592
48,449 46,518 39,398 37.329 35,572 35,497
93,982 89,331 76,044 72,295 66,278 64,616
10,355 8,813 8,316 7,282 10,206 7,662
36525 36160 35795 35430 35064 34699
31643.7324  28195.9578  25994.5048  25086.5624  25352.7322 24047.0508
8262.8162 7298.0518 6604.0994 6260.9618 6251.614 6031.6864
3458.1154 3384.1584 2949.7632 2883.7714 2897.5944 2777.8028
4817.3558 4281.9336 3804.4116 3477.8712 3328.6778 3248.0752
5711525332 5507.483684 5075.539812 5019.535185 4608.903002 4502.879403
0.88724 0.8901 0.7542 0.72942 0.71512 0.72666
0.695025 0.61174 0.58618 0.573189259 0.540451991 0.514709729




36525 36160 35795 35430 35064 34699
Thousands Thousands Thousands Thousands Thousands Thousands

127654.8906 116130.5826 105354.195 97561.6252 93178.9552 87194.7376
148516.7238 138156.1056 122169.6884 115962.7614 111295.0544 104920.5148
44485.4642 41559.8142 35373.1226 34059.491 26004.7442 24592.0942
48449.3826 46517.502 39397.8142 37328.986 35571.8756 35497.265
93981.8592 89330.8432 76044.4638 72295.478 66277.6842 64616.0046

10354.9656 8812.613 8316.3692 7282.4642 10205.9014 7661.8948

12/31/1999 12/31/1998 12/31/1997 12/31/1996 12/31/1995 12/31/1994

2.249% 2.279% 1.840% 1.664% 1.247% 1.699%
3.5636% 3.560% 3.575% 3.556% 3.584% 3.412%
3.665% 3.205% 3.669% 3.476% - 3.938% 4.150%
3.461% 2.973% 2.342% 2.474% 2.286% 2.090%
2.904% 3.060% 3.156% 2.853% 2.556% 2.811%
3.163% 3.015% 2.916% 2.804% 2.722% 2.832%
9.210% 9.738% 7.466% 6.508% 7.843% 10.088%
11.931% 11.954% 12.067% 12.069% 12.213% 12.175%
11.180% 9.773% 11.441% 10.500% 19.790% 20.240%
9.962% 8.488% 9.326% 9.385% 8.941% 8.210%
10.829% 10.303% 10.755% 10.211% 12.800% 13.208%
10.622% 10.051% 10.211% 9.735% 12.317% 12.784%
11.129% 10.681% 8.885% 7.939% 5.335% 7.071%
17.492% 18.265% 17.574% 17.011% 16.074% 15.322%
14.732% 15.145% 14.545% 13.590% 15.071% 15.213%
14.687% 12.107% 10.895% 10.149% 9.533% 9.520%

15.224% 15.186% 14.635% 13.863% 13.129% 13.507%




14.653% 14.277% 13.307% 12.511% 11.828% 12.127%
27.391% 33.102% 14.019%  #VALUE! #VALUE! #VALUE!
23.376% 23.725% 22.783%  #VALUE! #VALUE! #VALUE!
21.711% 18.440% 15.414%  #VALUE! #VALUE! #VALUE!
38.258% 50.314% 38.000%  #VALUE! #VALUE! #VALUE!
#VALUE! 12.264% 14.953% 14.286%  #VALUE! #VALUE!
#VALUE! 27.569% 21.034%  #VALUE! #VALUE! #VALUE!

1.847 1.792 1.708 1.617 1.426 1.634

2.481 2.387 2.401 2.553 2.540 2.451

2.271 2.068 2.635 2.507 2.861 2.814

3.001 2.527 2.148 2.216 2.043 1.926

2.642 2.051 2.061 1.743 1.656 1.688

2.448 2.165 2.191 2.127 2.105 2.103




12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
20,340.25 18,216.19 17,684.20 15,924.28 14,433.81
3,823.30 3,088.57 2,723.97 2,558.90 2,275.53
2,434.05 2,232.75 2,394 .66 2,269.57 2,042.11
1,625.82 766.024 390.765 -99.636 245.641
1,502.63 1,481.89 1,479.65 1,308.88 1,279.74

1 0.42 0.18 -0.1933 0.1133

0.2 - - - -
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
66,787.40 64,851.70 63,372.62 59,797.09 54,870.90
81,926.81 76,815.99 73,469.94 70,861.99 65,275.90
13,800.86 12,468.71 11,869.99 10,419.29 11,107.28
24,677 .48 17,812.37 18,179.03 18,722.21 19,016.81
39,917.55 31,766.78 31,581.21 30,719.20 31,747.29
50 5,600 4,500 4,600 1,200

4,081.36 9,762.47 8,681.52 8,550.52 5,059.52
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
38,131 37,190 37,372 32,301 29,804
28,148 27,157 26,970 23,589 21,031
9,983 10,033 10,402 8,712 8,773
4,338 4,872 5,321 5,650 5,206




5,529 5,111 4,839 2,945 3,683
6,277.50 6,189.75 6,099.75 6,003 4,878
0.8889 0.8311 0.8 0.5778 0.76
0.7289 0.7155 0.7111 0.6978 0.6933
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
137,568 135,697 135,132 133,103 127,440
163,080 149,696 148,625 145,379 140,555
45,160 43,138 41,490 40,146 33,104
51,600 51,600 52,412 52,953 54,067
100,508 98,510 97,771 97,485 92,142
3,950 4,983 6,413 3,936 7,000
10,479 11,010 12,247 10,053 11,889
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
$ $ $ $ $
35,478,810 30,860,626 29,853,248 26,416,556 23,499,414
8,224,631 7,247,898 7,056,138 6,012,885 5,315,066
3,014,477 3,267,490 3,155,664 2,828,268 2,998,152
5,479,626 4,462,203 4,104,574 3,467,024 2,986,836
7,958,774 7,781,942 7,005,124 6,911,960 6,845,032
0.665 0.6 0.5675 0.48 0.455




12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
$ $ $ $ $
105,392,452 100,582,966 85,472,221 84,258,149 79,386,893
125,676,223 113,842,995 100,014,459 93,002,852 92,058,393
42,838,680 40,039,013 33,068,290 31,974,003 31,524,820
24,500,000 38,800,000 45,350,000 39,350,000 39,350,000
71,290,180 82,856,513 80,958,290 73,930,003 73,546,820
9,000,000 1,050,000 - 1,500,000 -
29,359,911 12,822,330 6,772,896 7,492,903 7,089,199
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
$ $ $ $ $

9,696,362 9,196,669 8,381,000 9,394,000 10,471,000
3,034,595 2,232,839 1,938,000 2,820,000 4,138,000
1,602,057 1,667,726 1,647,000 1,694,000 1,566,000
870,587 466,094 247,000 793,000 1,563,000
1,423,574.15 1,422,435 1,422,435 1,422,435 1,422,435
0.5564 0.2707 0.1103 0.4912 1.0276
0.3208 0.3790 0.3035 0.4893 -
870,587 466,094 247,000 793,000 1,563,000
1,423,574.15 1,422,435 1,422,435 1,422,435 1,422,435
6,049,745 5,714,000 5,787,000 6,194,000 6,097,000
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
$ $ $ $ $
38,832,483 36,385,000 33,843,000 33,465,000 32,781,000
45,389,505 43,745,000 42,062,000 41,754,000 40,664,000
11,399,672 11,058,000 11,132,000 11,539,000 11,442,000




11,580,109 15,726,000 16,341,000 14,083,000 16,139,000
22,979,781 26,784,000 27,473,000 25,622,000 27,581,000
3,350,000 2,370,000 1,875,000 2,000,000 855,000
10,043,234 4,654,000 3,493,000 5,190,000 2,374,000
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
$ $ $ $ $
14,201,756 13,216,692 13,021,354 12,242,010 11,882,267
4,324,642 4,618,649 4,366,687 4,195,215 4,052,217
3,116,741 2,606,206 2,665,700 2,321,424 2,567,692
2,599 19,286 24,844 150,338 49,253
3,119,340 2,625,492 2,690,544 2,471,762 2,616,945
2,550,883 2,168,118 2,026,368 2,094,646 2,018,575
4,974,536 4,911,112 4,409,944 4,351,752 4,298,008
0.5163 0.4638 0.4625 0.485 0.4725
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
$ $ $ $ $
67,937,662 63,245,524 61,696,391 59,285,384 52,140,111
84,738,162 80,330,004 69,613,666 70,162,724 64,733,052
20,597,440 19,832,098 16,692,820 16,313,909 15,866,505
32,000,000 34,966,327 29,531,111 29,743,855 23,442,372
52,597,440 54,798,425 46,223,931 46,057,764 39,308,877
452,000 - 288,000 - -
3,660,423 4,428,307 2,872,089 3,449,394 8,031,281




12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
23,570 21,736 21,262 19,256 18,018
5,878 5,424 5,297 4,860 4,911

2,902 2,913 3,042 2,983 2,886

3,211 2,595 2,322 1,840 2,099
4,427 4,357 4,083 4,000 3,745
0.72532 0.51712 0.42406 0.36814 0.56568
0.4166 0.5472 0.5073 0.5936 0.6933
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
Thousands Thousands Thousands Thousands Thousands
83,304 80,152 75,903 73,982 69,324
100,162 92,886 86,757 84,250 80,657
26,759 25,307 22,851 22,078 20,609
28,872 31,781 32,363 30,970 30,403
57,459 58,943 56,801 54,763 52,865
11,505 8,535 6,813 6,947 6,889
34334 33969 33603 33238 32873
23569.6348 21736.0346  21262.3604 19255.5694 18018.0976
5878.0326 5424.1906 5297.3592 4859.8006 4910.762
2901.5846 2913.0924 3041.773 2982.72 2885.8416
3211.1822 2594.6878 23215414 1840.0068 2099.4104
4427.403629 4357.4256 4083.3805 3999.6046 37446424
0.72532 0.51712 0.42406 0.36814 0.56568
0.416566667 0.547246884 0.507296829 0.593550898 0.6933




34334 33969 33603 33238 32873
Thousands Thousands Thousands Thousands Thousands
83303.5988 80152.4382 75903.2456 73981.7244 69323.7802
100162.14 92885.998 86757.0124 84250.1126 80657.2688
26759.3308 25307.1642 22850.619 22078.4402 20608.9206
28871.5186 31780.9388 32362.628 30970.4134 30403.0362
57458.5894 58943.143 56801.487 54762.7936 52865.1968
11504.7858 8535.4214 6813.3016 6947.1638 6888.5996
12/31/1993 12/31/1992 12/31/1991 12/31/1990 12/31/1989
1.984% 0.997% 0.532% -0.141% 0.376%
3.390% 3.414% 3.256% 2.026% 2.620%
4.360% 3.920% 4.104% 3.724% 3.245%
1.918% 1.065% 0.587% 1.899% 3.844%
3.010% 2.699% 2.911% 2.985% 3.118%
2.933% 2.419% 2.278% 2.099% 2.641%
11.781% 6.144% 3.292% -0.956% 2.212%
12.243% 11.848% 11.663% 7.336% 11.126%
12.791% 11.145% 12.412% 10.843% 9.475%
7.637% 4.215% 2.219% 6.872% 13.660%
12.000% 10.253% 10.160% 8.334% 10.187%
11.290% 8.721% 7.949% 6.486% 9.332%
7.993% 4.205% 2.210% -0.626% 1.702%
14.500% 13.743% 12.948% 9.117% 12.357%
15.445% 14.459% 13.749% 13.124% 12.710%
8.978% 5.068% 2.947% 8.442% 14.927%
13.624% 11.937% 10.919% 9.556% 11.652%




12.108% 9.883% 8.555% 7.923% 10.670%
#VALUE! #VALUE! #VALUE! #VALUE! #VALUE!
#VALUE! #VALUE! #VALUE! #VALUE! #VALUE!
#VALUE! #VALUE! #VALUE! #VALUE! #VALUE!
#VALUE! #VALUE! #VALUE! #VALUE! #VALUE!
#VALUE! #VALUE! #VALUE! #VALUE! #VALUE!
#VALUE! #VALUE! #VALUE! #VALUE! #VALUE!

1.571 1.383 1.138 1.127 1.114
2.301 2.059 1.955 1.5642 1.685
2.728 2.218 2.236 2.126 1.773
1.894 1.424 1177 1.665 2.642
1.386 1.721 1.623 1.697 1.548
1.976 1.761 1.626 1.631 1.753
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Quoteés & Info
Artesian Resources Corp (ARTNA)

Search

thewebl, i

finance Home - Help

To track stoct

Enter Symbol({s):
eg.YHOO, ADNN )

At 3:46pM ET: 24,82 ¥ 0.

Commisslon-
FREE Trades
loin today.

See the Ameritrade difference.

- Get 30 commission-free trades When you open your account now
- S-Second Guarantee (some limitations apply)

Analyst Estimates

Eamings Est Current Qtr Naxt Qtr Current Yoar
Sep-04 Dec-04 Dec-04

Avg. Estimate 0.46 0.30 119

No. of Analysts 1 1 2

Low Estimate 0.46 0.30 1.18

High Estimate 0.46 0.30 1.19

Year Ago EPS 0.26 0.22 0.96

Revenue Est CL;::.no‘Qtr l:;: -:r CuDr::;ear

Avg. Estimate NA NA NA

No. of Analysts 0 0 0

Low Estimate N/A NA NA

High Estimate NA NA NA

Year Ago Sales 9.23M NA N/A

Sales Growth (year/est) NA NA N/A

Earnings History Sop-03 Dec-03 Mar-04

EPS Est NA NA NA

EPS Actual 0.26 0.22 0.18

Difference

Surprise % % % %

E£PS Trends Cusr:;:)4 Qur hll;: gt‘r Cug:::‘ur

Current Estimate 0.46 0.30 1.19

7 Days Ago 0.46 0.30 1.28

30 Days Ago 0.46 0.30 1.28

60 Days Ago 0.46 0.30 1.28

90 Days Ago 0.46 0.30 1.28

EPS Revisions c‘;:',‘::" 'g:g’ Cm;:g‘ear

Up Last 7 Days 0 0 0

Up Last 30 Days 0 (4] [}

Down Last 30 Days [ 0 2

Down Last 90 Days 0 0 2

Growth Est ARTNA Industry Sactor

Current Qtr. 76.9% 12.4% 1.1%

Next Qtr. 36.4% 26.4% 8.6%

Get Analyst Estimates &)r:l e §-

ADVERTISEMENT

Next Year
Dec.05

1.41

1.37
1.44
1.19

Next Year
Dec-05

Claim your
domain.

NA Now only
NA
NA
NA

NA

Jun-04
NA
0.24

%
Next Year
Dec-05

1.41
1.41
1.41
1.41
1.41

Next Year
Dec-05

0 O o ©

S&P 500
14.9%
15.6%




This Year 24.0% 10.1% 3.9% 18.9%

Next Year 18.5% 10.3% 8.1% 10.1%
Past 5 Years (perannum)  4.5% NA NA NA
Next & Years (perannum) 8.5% 9.50% » 4.89% 10.77%
Price/Eamings (avg. for 7
comparison categories) 20.8 22,64 14.35 16.0
PEG Ratio (avg. for
comparison categories) 248 238 294 148

&8 Add to Portfolio ‘& SetAlert &2 Email to a Friend

Get Analyst Estimates for Another Symbol; I L m Symboi Lookup
» Upgrades & Downgrades * Conferen s

Copyright © 2004 Yahoo! inc. Afl rights reserved. Privacy Policy - Terms of Service - Copyright Policy

Quotes delayed, except where indicated otherwise.
Delay times are 15 mins for NASDAQ, 20 mins for NYSE and Amex. See also delay times for other exchanges.

Quote data provided by Reuters.Anaiyst data (recommend Y. price targets, coverage list) are provided by Thomson Financial Network, based solely
upon research information provided by third party analysts. Yahoo! has not revuewed and in no way endorses the va|ldlty of such data. Yahoo! and ThomsonfN shall not
be liable for any actions taken in reliance thereon, Anatyst Summary Information (up dule) provided by Briefing.com.Data and information Is

provided for informational purposes only, and is not intended for trading purposes. Neither Yahoo! nor any of its data or content providers (such as Reuters, CS1 and
exchanges) shall be tiable for any errors or delays in the content, or for any actions taken in reflance thereon. By accessing the Yahoo! site, a user agrees not to
redistribute the information found therein.
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ARTESIAN RESOURCES CORP (UTC)
LAST [3:46 PM ET] CHANGE Risk Atert for ARTNA.O

24.82 usp xﬁ'&?g - e ‘ {biedium } Scotirade

SECTOR: Uilliles | INDUSTRY: Water Utiiies .
» Free offer at Ameritrade » $7 Trades at S d » introducing S b Trader CT %

SRt |
.

| Risk Alert : ARTESIAN RESOURCES CORP

l“ ‘Medium |

D View Risk Alert Tests | About Rating

EPS Estimates

Earnings Per Share Estimates
In US Dollar

# of Mean High Low Std. Proj-
Ests. Est. Est. Est. Dev. P/E

Quarter Ending 06/04 2 0.30 0.30 0.30 0.00 -
Quarter Ending 09/04 2 0.46 0.46 046 0.00 -
Year Ending 12/04 3 1.26 1.31 1.24 004 2085
Year Ending 12/05 3 1.38 1.44 1.32 0.06 19.13
LT Growth Rate 2 8.00 8.00 8.00 0.00 -
* Learn about EPS Estimates
Earnings Surprises
Quarterly Earnings Surprises
Estimated vs. Actual Earnings Per Share
In US Dollar
Estimate Actual Difference

March 2004 021 0.18 -0.02
December 2003 0.31 0.22 -0.09
September 2003 0.43 0.26 -0.17
June 2003 0.27 0.31 0.04
March 2003 0.20 0.18 -0.02

ﬁ Learn about Earnings Surprises

Estimate Revisions

Earnings Per Share Estimates Revisions Summary

Last Week Last 4 Weeks
Revised Revised Revised Revised
Up Down Up Down
Quarter Ending 06/04 0 0 1
Quarter Ending 09/04 0 0 0 1

Year Ending 12/04 0 0 0




10/27/04
Blend

08/06/04 Next EPS Report Date:
Industry: UTIL-WATER SPLY Small
Sales (12Mo) | Sls Gr

$37 MM 8%

Zacks Company Report as of

jis

Artesian Resources CoMon operates as the parent holding company of Artesian Water Company, Inc a regulated public water
utility. Artesian Water provides water utility service to customers with in its established service territory in portions of New Castle County,

Delaware.

[EPS ($) | | FYEndData |

0.60
0.40
0.20 ¥
0.00

2t

Prica/Volume Dafa YriYr
52-Wk High $29.50 FY EPS PIE EPSGr
Low $22.79 12/03 Act 096 290 -16%
Broker PriceChg-YTD 9% 12/04 Est 120 211 25%
Recommendations -YTD(Rel) 5% 12/05 Est 138 185 14%
2 Avg Dly Vol 6 000s Last 5Yr %
Exp Retur/Risk [Next 3-5vr (Est) 8%
Impl Ret=Yld+Gr 11% 5-Year
Beta 0.17 Current Avg
P/E (12 Mo) 28.2 20.6
Shareholder Data Rel P/E 145%
: Shares Out 39MM  |Net Margin  10% 10.5%
35'3 BUY HOLD SELL ssgi Institutions 10.34%  |ROE 6.8% 8.6%
Insiders 8.79% LT Debt/Cap 61% 56%
Quarter End Data Projections | | FY EndData | | PRICE ($) |
30

15

10

% SURPRISE/REVISION |

S

8
)
N

] <

% Estimate Revisions - 4 Wks

12/08 |

Industry Comparables impl
PrChg| PIE EPSGr | Price/ | Price/ | Price/ | Ret/ Div Net Debt/
196 YTD |[(12Mo) | SYrEst Book ! Sales CF I PIE l Yield | Margin| ROE
9% | 28.2 8% 1.8 27 130 | 040 | 3.3% | 9.7% | 7%
241 8% 2.1 127 {048 | 3.3% | 9.7% | 10%
4% 195 10% 4.1 1.8% 26%
* 14 Companies in industry group.
Latest Splits: __ 07/0103 _ 1.500 - Ex-Div. Date: _ 05/06/04

Zacks Investment Research
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Welcome, Guast [Sign In] To track stoct
Quotes & Info Ene': YHOO, 2;;; l ' Symbol Lookup | Finance Search
Middlesex Water Co (MSEX) ac a00em £T: 17.48 0.
Analyst Estimates Get Analyst Estl for: I I-

Current Otr Next Otr Current Yoar Next Yaar ADVERTISEMENT
Eamings Est Sep-04 Dec-04 Dec-04 Dec-05
Avg. Estimate 0.27 0.14 0.67 0.74
No. of Analysts 1 1 1 1
Low Estimate 0.27 014 0.67 0.74
High Estimate 0.27 0.14 0.67 0.74
Year Ago EPS 0.22 0.1 0.61 0.67

Current Qir Next Qtr Current Year Next Year
Revenue Est .

Sep-04 Dec . Dec-05
» o4 Dec:04 Claim your

Avg. Estimate NA NA NA NA .
No. of Analysts 0 0 0 domain.
Low Estimate NA NA NA NA N oniy
High Estimate NA NA NA NA s1 0.
Year Ago Sales NA NA NA NA
Sales Growth (year/est) NA NA NA NA
Earnings History Sep-03 Dec-03 Mar-04 Jun-04
EPS Est NA NA NA NA
EPS Actual 0.22 0.11 0.09 0.16
Difference
Surprise % % % % %

Current Qtr Next Gtr Current Yaar Next Year
EPS Trends Sep-04 Doc-04 Doc-04 Dec-05
Current Estimate Q.27 0.14 0.867 0.74
7 Days Ago 0.27 0.14 0.67 0.74
30 Days Ago 0.27 0.14 0.73 0.79
60 Days Ago 0.27 0.14 073 0.79
90 Days Ago 0.26 0.23 0.88

Current Qtr Next Qtr Current Year Next Year
EPS Revisions Sop-04 D Dec-04 Doc-05
Up Last 7 Days 0 0 0 0
Up Last 30 Days 0 0 0 0
Down Last 30 Days 0 0 0 0
Down Last 90 Days 0 0 1 1
Growth Est MSEX Indusiry Sector S8P 500
Current Qtr. 22.7% 12.4% 1.1% 14.9%
Next Qir. 27.3% 28.4% 8.5% 15.6%
This Year 9.8% 10.1% 39% 18.9%
Next Year 10.4% 10.3% 81% 10.1%
Past 5 Years (per annum)  -186% NA NA NA

Next 5 Years (per annum) 6.0% 9.50% 489% 10.77%




printer-friendly version
Ssponsored by:

REUTERS

= Printer-friendly version
Estimates
Back to full site
EPS Estimates FOR JMSEX.0! Symbo! Lookup Printable version
MIDDLESEX WATER CO (UTC)

LAST [4:00 PM ET] CHANGE Risk Alert for MSEX.O

17.48 uso Ao.w(o.s“‘-r Low"yy -

SECTOR: Utiliies | INDUSTRY: Water Utilites
» Free offer at Ameritrade » $7 Trades at S b 9 Trader CT

| Risk Alert : MIDDLESEX WATER CO

il Low |

’- View Risk Alert Tests  Jp About Rating

EPS Estimates

Earnings Per Share Estimates
In US Dollar

#of Mean High Low Std. Proj-
Ests. Est. Est. Est. Dev. P/E

Quarter Ending 06/04 2 0.24 024 0.23 0.01 -
Quarter Ending 09/04 2 027 027 0.26 0.01 -
Year Ending 12/04 2 0.71 0.73 0.69 0.03 27.13
Year Ending 12/05 2 0.82 0.85 0.79 0.04 23.49
LT Growth Rate 1 6.00 6.00 6.00 - -
B Learn about EPS Estimates
Earnings Surprises
Quarterly Earnings Surprises
Estimated vs. Actual Earnings Per Share
In US Dollar
Estimate Actual Difference

March 2004 0.13 0.09 -0.04
December 2003 0.16 0.11 -0.05
September 2003 0.26 0.22 -0.04
June 2003 0.20 0.17 -0.04
March 2003 0.11 0.1 0.00

¥ Learn about Earnings Surprises

Estimate Revisions

Earnings Per Share Estimates Revisions Summary

Last Week Last 4 Weeks
Revised Revised Revised Revised
Up Down Up Down
Quarter Ending 06/04 0 0 1 0
Quarter Ending 09/04 0 0 1 0

Year Ending 12/04 0 0 0 [}




Zacks Company Report as of

$17.15

Rec Price | P/E

08/06/04

Next EPS Report Date: 10/22/04

industry: UTIL-WATER SPLY
Mkt Cap Yield | Sales (12Mo) | Sis Gr
$182 MM $0.66 3.8% $64 MM 1% [E

Type: Small B

lend

Middlesex Water Company treats, stores and distn'butesrwater for residential, commescial, industria! and fire prevention pu

rposes.

 Erice/Volume Data |[EPS.P/E and Growth Rates  YriYr
52-Wk High $21.56 FY EPS P/E EPSGr
Low $16.70 12/03 Act 061 333 -16%
Broker PriceChg-YTD -16% 12/04 Est 076 226 25%
Recommendations -YTD(Rel) -12% 12005Est 074 232 -3%
s . : Avg Dly Vol 22 000s Last 5Yr
' Exp Return/Risk Next 3-5Yr (Est) 6%
Impl Ret=Yld+Gr 10% 5-Year
Beta 0.25 Current Avg
P/E (12 Mo) 25.7
Rel P/E
: S Shares Out 10.6 MM  {Net Margin 11.8%
STR BUY HOLD SELL STR Institutions 16.83% ROE 8.4%
BUY SELL Insiders 3.65% LT Debt/Cap  54% 41%
LEPS (§) ] [ FYEndData Quarter End Data [ Projections | [ FYEndData | [ PRICE ($) |
0.90 25

0.50
0.40
0.30
0.20 3
0.10
0.00

[ % SURPRISE/REVISION |

A

Industry Comparables Impl

PrChg|{ P/E EPSGr | Price/ | Price/ | Price/ | Ret/ Div Net 1 Debt/
YTD |(12Mo) | 5YrEst | Book | Sales CF P/E | Yield | Margin| ROE Cap
-16% 6% 2.3 29 13.9 3.8% 54%

241 8% 21 127 [ 048 | 3.3% | 9.7% | 10%

4% | 195 10% 41 1.8% 26%

Companies in industry group.
Latest Splits: 11/17/03  1.333  01/0302 1.500  1002/92 2.000 Ex-Div. Date:  05/12/04

Zacks Investment Research
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Welcome, Guest [Sign In] To track stoch
Quotes & Info ey oo, Ao B 5ot ook 1 rnance searen
York water co (YORW) Ata:aspmeT: 17.00 & 0. .

p v | | Surprise Someone Special
o - BOOK the SNErAton ROMmance package
- Weekend rates from $109. Book now.
Analyst Estimates Get Analy
Current Qtr Next Qtr Current Year Next Year

Eamings Est Sep-04 Dec-04 Dec-04 Dec-08
Avg. Estimate NA NA 0.75 0.77
No. of Analysts 0 0 1 1 SmartView
Low Estimate NA NA 0.76 077 9 I vars
High Estimate NA NA 0.75 0.77 »

Year Ago EPS NA NA 0.70 0.75

Current Qtr Naxt Qi Current Year Next Year

Revenue Est Sop-04 Dec-04 Dec-04 Dec-05
Avg. Estimate NA NA NA NA
No. of Analysts 0 0 0 You ve never
Low Estimate NA NA NA NA
High Estimate NA NA NA NA
Year Ago Sales 5.79M N/A NA NA
Sales Growth (year/est) NA NA NA NA
Eamings History Sep-03 Dec-03 Mar-04 Jun-04
EPS Est NA NA NA NA : Ty it now
EPS Actual See &ATMs in:
Difference
Surprise % ' % % % %

Current Qtr Next Qtr Current Year Next Year

EPS Trends Sep-04 Doc-04 Dec-04 Dec-06
Current Estimate 0.75 0.77
7 Days Ago 0.75 077
30 Days Ago 0.76 0.77
60 Days Ago 0.75 0.77
90 Days Ago 0.73

Currem Qtr Next Qtr Current Year Next Ysar

EPS Revisions Sep-04 Dec04 Dec-04 Dec-0

[} Up Last 7 Days 0 0 0 0

Up Last 30 Days 0 0 0 (¢}

Down Last 30 Days 0 0 0 o]

Down Last 90 Days 0 0 0 0
Growth Est YORW Industry Sector S&P 500
Current Qtr. NA 12.4% 1.1% 14.9%

Next Qtr. NA 26.4% 8.5% 15.6%




This Year 7.1% 10.1% 38% 18.9%

Next Year 2.7% 10.3% 8.1% 10.1%
Past § Years (perannum)  2.5% NA NA NA
Next 5 Years (perannum)  7.0% 9.50% 4.89% 10.77%
Price/Eamings (avg. for

comparison categories) 22.9 22.64 14.35 16.07
PEG Ratio (avg. for

comparison categories) 3.27 238 294 1.49

&3 Add to Portolio 0 Set Aert ) Email to a Friend

Get Analyst Estimates for Another Symbol: I . -Sxmb.ql_l.mkun

* Upgrades & Downgrades * Codlerence Calis

Like stocks? See job openings at Yahoo! Finance.

Copyright © 2004 Yahoo! Inc. Alf rights reserved. Privacy Policy - Terma of Service - Copyright Policy

Quotes delayed, except where indicated otherwise.
Delay times are 15 mins for NASDAQ, 20 mins for NYSE and Amex. See aiso delay times for gther exchanges.

Quote data provided by Reuters.Analyst opi data (rec dation Y, price targets, ¢ ge list) are provided by Th Financial Network, based solely
upon research information provided by third party analysts Vahoo| has not reviewed, and in no way endorses the valldity of such data. Yahoot and ThomsonfN shall not
be liable for any actions taken in reliance th (upgrades/downgrades module) provided by Briefing.com.Data and information is

provided for informational purposes only, and is not Intended for trldlng purposes. Nelther Yahoo! nor any of its data or content providers (such as Reuters, CSI and
exchanges) shall be llable for any errors or delays in the content, or for any actions taken In reflance thereon. By accessing the Yahoo! site, a user agrees not to
redistribute the information found therein.
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YORK WATER CO (UTC)

LAST [3:35PMET] CHANGE Risk Alert for YORW.Q

v .0.15 (- N {————».v..».‘...w..n. —— ) :

17.00 uso 0 /704 | - Low :

| sECTOR: Utiities | INDUSTRY: Water Uthities
» Free offer at Ameritrade _ + §7 Trades at ¥ Introducing Schwab Trader GT

| Risk Atert : YORK WATER CO

il tow |

B View Risk Alert Tests  [p About Rating

EPS Estimates

Earnings Per Share Estimates

In US Dollar

# of Mean High Low Std. Proj-

Ests. Est. Est. Est. Dev. PIE
Quarter Ending 06/04 1 0.16 0.16 0.16 - -
Quarter Ending 09/04 1 0.25 0.25 0.25 - -
Year Ending 12/04 2 0.74 0.75 0.72 0.02 26.53
Year Ending 12/05 1 0.77 0.77 0.77 - 25.32
LT Growth Rate 1 7.00 7.00 7.00 - -

B} Learn about EPS Estimates

Earnings Surprises

Quarterly Earnings Surprises
Estimated vs. Actual Earnings Per Share
In US Doliar
Estimate Actual Difference
March 2004 0.1 0.25 0.10
December 2003 0.15 0.18 0.03
September 2003 0.24 0.24 0.00
June 2003 0.16 0.16 0.00
March 2003 0.15 0.12 -0.03

R Learn about Earnings Surprises 9

Estimate Revisions
Earnings Per Share Estimates Revisions Summary

Last Week Last 4 Weeks
Revised Revised Revised Revised
Up Down Up Down
Quarter Ending 06/04 0 0 1] 0
Quarter Ending 09/04 [¢] 0 0 0

Year Ending 12/04 1 0 1 0




Zacks Company Report as of  08/06/04 Next EPS Report Date: 11/08/04
Industry: UTIL-WATER SPLY Type: Small Growth
ate | Yield | Sales (12Mo) Sis Gr

3.4% $22 MM 2% 4
The York Water Company impounds, purifies and distributes water. They are regulated by the Pennsylvania Public Utility Commission

in the areas of billing, payment procedures, dispute processing, terminations, service territory, and rate setting. They must obtain PPUC
approval before changing any of the aforementioned procedures.

[ Price/Volume Data EPS.P/E and Growth Rates  Yr/Yr
52-Wk High $20.99 FY EPS P/E EPSGr
Low $17.00 12/03 Act 070 260 17%
Broker PriceChg-YTD -6% 12/04 Est 074 233 5%
Recommendations -YTD(Re!) -2% 12/05 Est 077 223 5%
2 Avg Dly Vol 12000s [Last5Vr 2%
FNext 3-5Yr (Est) %
Impl Ret=Y1d+Gr 10% Other Key Measures 5-Year
Beta 0.05 Current Avg
P/E (12Mo) 229 24.4
Shareholder Data Rel PIE 117%
. Shares Out 6.4 MM Net Margin = 24% 19.7%
STR BUY HOLD SELL STR Institutions 10.27% ROE 17.0% 11.4%
BUY SELL Insiders 3.68% LT Debt/Cap 43% 48%
LEPS ($) FY End Data Quarter End Data [

Projections | [ FYEndData | | PRICE ($) |
—3

= (52} o [ n N~

o 8 = o o S S S S =] -]
& ] = S S ] g ] & & ~ § & 3]
- -~ - - - - - -

Companies in industry group.

Latest Splits: 05/21/02  2.000 06/24/97  4.000 02/01/88  1.050 Ex-Div. Date: 06/28/04

Zacks Investment Research




RECENT .
CONN WATER SERWCES noocs [ 25.00 [ 20,0 AN 1.13 e
: = 13.56 15.11 19.00 24687 23.50 32.21 31.09
Gt ' 11.00 1222 13.33 1267 17.00 19,50 20.35
PERFORMANCE 3 Average LEGENDS
‘ 3 menge || ors e ke Svengh | '
Technical “ 34012 spilt 498 i 312
SAFETY 3 Average W'me‘ ny i T e
BETA 65  (1.00=Matket | . .+ -3 ML o L RS ‘ L 1
Financial Strength B+ 6
Price Stability 85 ‘ 4
3
Price Growth Persistence 65
- - " 25
Eamings Predictebility 95 PO B 8 9 200 WY BATN AT AT VoL,
.nlxlmwnllnlllllul [HHHI [ I {thous.)
© VALUE LINE PUBLISHING, INC.| 1996 1997 1908 199 2000 2001 2002 2003 2004 2005/2006
SALES PER SH 5.69 5.67 5.58 5.87 5.70 5.03 5.77 591 -
“CASH FLOW"” PER SH 1.46 1.51 1.59 1.65 1.73 1.78 178 1.89 -
EARNINGS PER SH 97 1.00 1.02 1.03 1.09 1.13 1.12 1.15 1.1948 1.22°/NA
DIV'DS DECL'D PER SH .76 7 .78 79 .78 80 81 .83 -
CAP’L SPENDING PER SH 1.62 1.99 1.12 142 143 1.88 1.98 1.49 -
BOOK VALUE PER SH 8.03 8.26 8.52 8.61 8.92 9.25 10.06 10.46 -
COMMON SHS OUTST'G (MiILL) 6.78 6.78 6.80 7.26 728 7.65 7.94 7.97 -
AVG ANN'L P/E RATIO 125 129 155 182 182 215 243 235 21.1 20.6/NA
RELATIVE P/E RATIO 78 .74 81 1.04 1.18 110 1.33 1.35 -
AVG ANN'L DIV'D YIELD 6.2% 6.0% 4.9% 4.2% 4.0% 3.3% 3.0% 3.0% -
SALES ($MILL) 38.6 38.5 37.9 42.6 415 454 458 471 - Bold figures
OPERATING MARGIN 44.9% 45.5% 46.2% 48.7% 48.8% 56.1% 57.7% 52.1% - are
DEPRECIATION (SMILL) 33 35 39 ry a7 50 54 59 = samings
NET PROFIT (SMILL) 6.6 68 7.0 7.5 8.0 8.7 8.8 9.2 -
INCOME TAX RATE 37.0% 35.1% 34.3% 40.1% 35.7% 36.1% 33.8% 17.9% - and, using the
NET PROFIT MARGIN 17.1% 17.7% 18.4% 17.6% 19.2% 19.1% 19.2% 19.5% - rocent prices,
WORKING CAP'L ($MILL) d7.9 d10.4 d3.7 d3.8 3 dd.3 ds.1 d3.9 - P/E ratica.
LONG-TERM DEBT (SMILL) 54.4 54.5 62.5 65.4 64.7 64.0 64.8 648 -
SHR. EQUITY ($MILL) 55.2 56.8 58.7 63.3 65.7 716 80.7 84.2 -~
RETURN ON TOTAL CAP'L 7.6% 7.7% 7.3% 7.4% 7.6% 7.9% 74% 7.5% -
RETURN ON SHR. EQUITY 12.0% 12.0% 11.9% 11.8% 12.1% 12.1% 10.9% 10.9% -
RETAINED TO COM EQ 2.7% 2.8% 2.8% 3.1% 3.2% 3.6% 1% 3.2% -
ALL DIV'DS TO NET PROF 78% 77% 76% 74% 74% T1% 72% 71% -
ANo. of analysts changing eam. est. in last 17 days: 0 up, 0 down, S+ear semings growth not avaiable. ®Based upon one analyst's estimate. CBased upon one analyst's estimate.
ANNUAL RATES ASSETS (St w2 2w e | : JINDUSTRY: Water Utility
of change (per share) 5Yrs, 1Y | Cash Assets 5 1.1 18
f‘éalesh Flow” ;g?’: 2'332 Recelvables 8.8 89 78 | BUSINESS: Connecticut Water Services, Inc. acts as the
Earr:'ngs 25% 25% '0";':“’\' {Avg cost ”1’ ~g :-2 parent company of The Connecticut Water Co. and other
Dividends 1.0% 15% 1 oot Assels To: Tz 22 subsidiaries, which supply water for residential, commer-
Book Valiue 3.5% 4.0% ’ cial, industrial, and municipal purposes in Connecticut.
Fiscal | QUARTERLY SALES (smil) | Full pr?.ny'.nam Sales and distributions are affected by seasonal weather
Year | 1O 20 3¢ 4 |Year E%’:‘; m 3:; -g 33; -: -~ | fluctuations throughout the year. Profitability is dependent
128102 103 107 138  11.0 [458] Net Property 227 289  2s74 | O numerous factors, such as the quantity of rainfall and
123108] 109 108 137 117 |47.1| Other 217 274 _z85 | temperature in a given period of time, industrial demand,
12/31/04{ 109 Total Assels 2648 2775 2781 | prevailing rates of interest for short-term and long-term
12/31/05 borrowings, energy rates, and compliance with environmen-
Fiscal EARNINGS PER SHARE | Full E&'ﬂfﬁg‘"‘m) 65 54 20 | tal and water-quality regulations. Connecticut Water owns
Year | 10 26 30 4Q |Year| popt Due 72 100 123 | and operates 10 water filtration treatment plants, including
123101] 80 .25 38 20 [1.13| Other 18 _-3 2 | the Guilford Well, Rockville, Westbrook Well, MacKenzie,
12312 19 24 50 .19 |1.12] Curent Liab 155 151 145 | Hunt Well Field, Stafford Springs, and Reynolds Bridge.
1213103 26 1S 8 26 |15 Has 195 employees. Chairman, C.E.O. & President: Mar-
12/31/04) 25 97 .53 M shall T. Chiaraluce. Inc.: CT. Address: 93 West Main Street,
1215108 OG0 AND EQUITY Clinton, CT 06413. Tel: (860) 669-8636. Intemnet:
Cal- QUARTERLY DIVIDENDS PAID | Full http://www.ctwater.com.
snder | 10 20 3G 4Q |Year| Total w:ss $77.3 mill. Due in § Yrs. NA
LT Debt $65.1 mill
2001 { 20 20 202 202 | .80
2002 | 22 200 205 205 | g1 | Moluding Cap. Leases NA (43% o Cap) AZ
2003 | 205 205 208 208 | .83 || gages, Uncapitl
2004 | 208 208 ' 1zad Anrwal rentls NA July 30, 2004
Pension Liability None in 03 vs. None in '02
INSTITUTIONAL DECISIONS _ TOTAL SHAREHOLDER RETURN
3003 4003 1004 Pid Stock $.8 mill, Ptd Div'd Paid NMF D plus appreciation as of
o Buy 2 22 20 (1% of CapT)
lo Sell 14 14 8 3 Mos, § Mos. 1V 3 Yrs. S Yrs.
Y Common Stock 7,986,267 shares
Hid's(000) 1276 1278 1365 (56% of Cap) -8.36% -5.15% 4.22% 22.77% 65.01%
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RECENT TRARING
MIDDLESEX WATER NDG s i 17.66 [P 20,9 [Fzams 1 55
1125 12.88 19.75 16.97 18.73
7 75 8.19 9.63 10.50 12.50 14.69 13 73
PERFORMANCE 3 Average LEGENDS
. 3 — g«il%ﬁ’cems%ﬁ& 4 T bl :: + 1) - 18
Techrical Arornge || stor2 spit 12 . {re I pprrrrreryd b MAEH S 1
SAFETY 2 longe || Glor3soitives o JL—J*“‘II’W R X .
BETA .60 {1.00 = Markst) g A = )
yiay - 5
Financial Strength B++ 3
Price Stabiity 95 2
Price Growth Persistence 60
275
Earnings Predictabilty 70 i TeiHATEn SRR AN VoL
mmi w L VRIS T | LT | {hous)
© VALUE LINE PUBLISHING, INC.| 1986 1997 1998 1999 2000 2001 2002 2003 2004 2005/2006
SALES PER SH 4.52 472 439 5.35 5.39 5.87 5.98 612 | -
“CASH FLOW” PER SH 94 1.02 1.02 1.19 99 1.18 1.20 115 -
EARNINGS PER SH .60 67 kAl 76 51 66 73 61 8748 .78S/NA
DIV'DS DECL'D PER SH .55 .57 .58 .60 61 62 63 65 -
CAP'L SPENDING PER SH .73 1.20 2,68 233 1.32 1.25 1.59 1.87 -
BOOK VALUE PER $H 5.85 6.00 6.80 6.95 6.98 7.11 7.39 760 | -
COMMON SHS OUTST'G (MILL) 8.41 8.54 9.82 10.00 10.11 10.17 10.36 10.48 -
AVG ANN'L P/E RATIO 14.4 134 15.2 17.6 28.7 24.6 235 300 | 20.3 22.4/NA
RELATIVE P/E RATIO .90 77 .79 1.00 1.87 1.26 1.28 1.72 -
AVG ANN'L DIV'D YIELD 8.4% 6.3% 5.4% 4.4% 4.2% 3.8% 3.7% 3.5% -
SALES {(SMILL) 38.0 40.3 43.1 53.5 54.5 59.6 61.9 64.1 - Boid figures
OPERATING MARGIN 36.0% 37.2% 37.0% 33.9% 32.2% 47.2% 47.1% 44.0% - are
DEPRECIATION ($MILL) 2.9 3.1 3.8 4.3 49 53 50 5.6 - eamings
NET PROFIT ($MILL) 5.2 59 6.5 7.9 5.3 7.0 7.8 6.6 - )
INCOME TAX RATE 32.8% 34.9% 31.5% 28.8% 33.1% 34.8% 33.3% 32.8% - and, using the
NET PROFTT MARGIN 13.6% 14.5% 15.1% 14.7% 9.7% 11.7% 12.5% 10.3% - recent prices,
WORKING CAP'L ($MILL) 2.0 d2.9 14.6 6.8 d2.7 d.g d9.3 di33 - P/E ratios.
LONG-TERM DEBT ($MILL) §3.0 52,9 78.0 82.3 81.1 88.1 87.5 97.4 -
SHR. EQUITY (SMILL) 51.9 56.2 71.7 746 74.7 764 80.6 83.7 -
RETURN ON TOTAL CAP’L 6.4% 6.8% 5.7% 6.4% 4.9% 5.6% 6.0% 5.0% -
RETURN ON SHR. EQUITY 10.0% 10.4% 9.1% 10.6% 7.1% 9.1% 9.6% 79% | -
RETAINED TO COM EQ 8% 1.7% 1.8% 2.5% NMF 5% 1.3% NMF -
ALL DIV'DS TO NET PROF 92% 85% 81% 78% 121% 94% 87% 106% --
ANo. of analysts changing eam. est. in last 17 days: O up, O down, consensus 5-year eamings growth 6.0% per yesr. BBased upon 2 analysts’ estimates. Based upon one analyst's estimats.
ANNUAL RATES ASSETS ($mil) 202 2003 334 - INDUSTRY: Waler Uﬂllty
of ohange {per share) 5Yrs. 1Yr. | Cash Assets 29 30 33
Sales 5.5% 25% | Receivables 92 57 91 | BUSINESS: Middlesex Water Company, through its sub-
ng:;hn;lw ggzz -1-2:8: 'gm‘ﬂ'}' (Avg cost) ;;2) 1; 1-8 sidiaries, engages in the ownership and operation of regu-
Dividends 2.5% 25% | o ant Assets 35'5 —;4—‘; ——1—4-'5 lated water utility systems in central and southern New
Book Vaiue 3.5% 3.0% " - | Jersey, and in Delaware, as well as a regulated wastewater
Fiscal | QUARTERLY SALES ($Smill) [run Progany Plant utility in southern New Jerscy. Its New Jersey water utility
Yor | 10 20 30 40 |Year Equip, at cost 2593 2784 -- | system (the Middlesex System) provides water services to
12131002 143 165 170 151 |619 mopeny aton 214 z;;:g 217 | retail customers in central New Jersey. The Middlesex
129103] 150 160 176 155 |64.1] Other 129 179 178 | System also provides water service under contract to mu-
12/31/04| 159 Total Assets 2446 2632 2654 | nicipalities in central New Jersey. The company operates the
12/31/08 water supply system and wastewater system for the city of
Fiscal EARNINGS PER SHARE Full E:;“g;‘;ag"‘"“-’ 21 48 2 ?enh Af'qboy in New Jer§ey in partnership with its subsid-
Year | 10 20 3 40 |Year| papt pus 183 136 145 | iary, Utility Service Affiliates (Perth Amboy), Inc. Its other
123101 .08 18 23 17 | .66 | Other _82 _93 _105 Nev\{ Jersey spbsndlanes provide water anq wastewater
123102] .12 18 24 19 | .73 | Current Liab 26 217 202 | services to residents in Southampton Township. The com-
123103 .11 A7 2 11 |8t pany’s Delaware subsidiaries comprising Tidewater Utili-
1231041 .08 23 27 .18 ties, Inc. and Southern Shores Water Company, LLC offer
12/31/05 Loz‘.e'o“g’:“:f“ AND EQUITY water services to retail customers in New Castle, Kent, and
Cal- | QUARTERLY DIVIDENDS PAID | Full Sussex Counties. Has 209 employees. C.E.O. & President:
ender | 1 20 30 4Q |Year| Total Debt $112.8 mil. DusIn5Yrs. NA | J. Richard Tompkins. Inc.: NJ. Address: 1500 Ronson Road,
2001 | 155 155 155 158 | .62 Ecm‘“g M es N Iselin, NJ 08830. Tel.. (732) 634-1500. Internet:
20 | s g s | P (54% of Cap') | http//www.middlesexwater.com. AZ
2004 | 165 165 Laases, Uncaphakzed Annual renals NA July 30, 2004
Pension Liabllity $5.1 mil. in '03 vs. $5.3 mill. in ‘02
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN
30'03 4Q0'03 10°04 | Ptd Stock $4.1 mill Ptd Div'd Paid $.3 mil. Dividends plus appreciation as ol 6/30/2004
to Buy 18 24 17 (2% of Cap)
fo Sef 12 14 15 | common Stock 10538847 shares 3 Mos. 6 Mos. 1Y 3 Yrs. 5 Yrs.
Hid's(000) 1631 1705 1749 (#4%oiCapt) | -543% -279% 8.06% 26.42% 85.80%
THE PUBLISHER . %ﬁ s;'gugl'n Foﬁ:vv?mia%ﬁom“ss‘mm&mm ""“"“;‘.';J;%&"""’ e oo hicked vt ..s."zo.m To subscribe call 1-800-833-0046.
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YORK WATER CO noo-romm R 17.40 7w 21,0 (%A 1.08 5 3.2%

15.33 20.17 20 23 21.04 High
8.50 12.30 4.00 17.40 Low
PERFORMANCE 1 righesr LEGENDS .

w 3 ool iy » T AR 1
Technical avecage [} - Rl Prce Srengh E: LG i 13
SAFETY 3 Average Shaded arsa indicales recession |:1 .

b LY P ]
BETA S5 (1.00 = Market) R e
g
4
Financial Strength B+ L 3
Price Stability 70 2
Price Growth Persistence NMF
125
Eamings Predictability  NMF it —— T
IHIAN i fhous.}
© VALUE LINE PUBLISHING, INC.{| 1996 1997 1998 1989 2000 2001 2002 2003 2004 2005/2006
REVENUES PER SH - - - - 6.07 3.08 3.07 3.25 -
“CASH FLOW” PER SH - - - - 179 .88 .86 97 -
EARNINGS PER SH - - - - 124 65 .60 70 7448 775/NA
DIV'D DECL'D PER SH - - = - 98 .51 .53 .55 -
CAP’L SPENDING PER SH - - - - 211 1.12 .99 1.6t -
BOOK VALUE PER SH - -- - - 10.66 5.69 5.85 6.08 -
COMMON SHS OUTST'G (Mil.L) -- - - - 3.04 6.31 6.36 6.42 -
AVG ANN'L P/E RATIO - - - - - 17.9 269 245 23.5 22.6/NA
RELATIVE P/E RATIO - - - - - 92 1.47 1.40 -
AVG ANN'L DIV'D YIELD - - - - - 4.3% 3.3% 3.2% -
REVENUES (SMILL) - - - - 18.5 19.4 19.6 209 - Boid figures
NET PROFIT ($MILL) - - - - 3.8 4.0 38 44 - aro
INCOME TAX RATE - - - - 35.7% 35.8% 34.9% 34.8% - samings
AFUDC % TO NET PROFIT - - - - 1.5% 2.2% 3.7% - -
LONG-TERM DEBT RATIO - - - - 502% 47.7% 46.7% 43.4% - and, using the
COMMON EQUITY RATIO - - - - 49.8% §52.3% 63.3% 66.6% - recent prices,
TOTAL CAPITAL {$MILL) - - - - 652 68.6 69.9 69.0 - PIE ratics.
NET PLANT (SMiLL) - - - - 97.0 1023 106.7 116.5 -
RETURN ON TOTAL CAP'L - - - - 7.9% 7.9% 7.4% 8.5% -
RETURN ON SHR. EQUITY - - - - 11.6% 11.2% 10.2% 11.4% -
RETURN ON COM EQUITY - - - -- 11.6% 11.2% 10.2% 114% | -
RETAINED TO COM EQ - - - - 2.5% 2.5% 1.3% 2.6% -
ALL DIV'DS TO NET PROF - -- - -- 78% 78% 88% 77% -
ANo. of anslysts changing eam. est. in last 17 days: 0 up, 0 down, CONSeNsUS 5-year eamings growth 7.0% per yes. Baased upon 2 analysts’ estimates. CBased upon one analyst's estimats.
ANNUAL RATES ASSETS ($milt) 2002 2003 VA4 ' INDUSTRY: Water Utility -
of change (per share) SYrs. 1YL | Cash Assets 0 0 0
Revenues - 6.0% | Recstvables 28 32 30 | BUSINESS: York Water Company engages in the im-

E?::i?;s‘w - %2& 'c',‘m";:.m'y :f :g -g pounding, purification, and distribution of water in York

Dividends 5.0% —= | County, Pennsylvania. The company has two reservoirs,

Book Value 403 | Coront Assets 87 41 1| Lake Williams and Lake Redman, which together hold up to
Fiscal | QUARTERLY SALES (Smitl) | Fun Prozeny Plant 2.75 billion gallons gf water. It supplies water for domestic,
Yewr | 1 20 30 ¢ ) Your| , > Equip, r:‘cm:n 15:-(7’ 13-; -- | commercial, industrial, and fire protection purposes. The
12auez| 47 49 53 47 |196 Nell;’m 1067 1165 1225 | Company serves approximately 156,000 people in 33 mu-
123108 48 50 58 53 |209] Other _80 _e4 69 | nicipalities in York County, Pennsylvania. It supplies
12/31/04| 5.4 Total Assets 1184 1275 1335 | through the company’s own distribution system to the city
12/31/05 of York; the boroughs of North York; West York; Manches-
Flscal EARNINGS PER SHARE | Ful E;:'g:‘é"’“') ;g 29 | ter: Mount Wolf; New Salem; Hallam; Jacobus; Loganville;
Year | 10 20 30 4Q |Year| pgiy Dugy 28 99 125 | Yorkana; Seven Valleys; East Prospect; Jefferson; Glen
wsvorl 13 14 23 15 | 65 | Other _20 _24 25 | Rock; New Freedom, Railroad; and portions of the town-
23102 14 15 18 13 | 80 | Current Liab 5.5 14.0 179 | ships of Manchester, East Manchester, West Manchester,
1213103} .12 18 24 8 | .70 North Codorus, Shrewsbury, North Hopewell, Hopewell,
1231041 25 .16 .25 .16 Springettsbury, Spring Garden, Conewago, Springfield,
12/31/05 W:G‘JE;#&E“ AND EQUITY York, Hellam, Windsor, Lower Windsor, Dover, and Jack-
Cal- | QUARTERLY DIVIDENDS PAID | Full son. Has 92 employees. CE.O. & President: William
endsr [ 10 20 30 40 [Year Ighnio g:bslz;cgul;nil. Duein5Yrs.NA | Morris. Inc.: PA. Address: 130 East Market Street, York, PA
2001 | 125 125 125 125 | S0 -5 M. 17401. Tel.: amm 845-3601. Internet:
ggg .‘1 335 .11 :5 A3 .113 5o | Including Cap. Laasos NA (43% of Cap') | Dttp://www.yorkwater.com. AZ
. . 135 135 | 54 , U tallze
2004 | M5 45 14 Laases, Uncapitaltzed Anrual rontals NA July 30, 2004
Pension Liabllity None in '03 vs. $1.7 mill. in ‘02
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN
3003 4003 icros | PdStock None Ptd Divd Paid None Dividends plus appreciation as of 6/90/2004
oSy : : 2| commen Stock 6,430,606 shares I L 1Y 3 vrs. 5 Vrs.
HIds(OOO) 678 683 661 ¢ w0 -8.75% 2.80% 17.00% 64.26% 113.21%
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American States Water Co (Holding Co) (AWR) s ssoaom v 22.20 o,

Analyst Estimates Get Analyst Estimates for:

Earnings Est Current Gtr Next Qtr Currer Year Next Year ADVERTISEMENT :
Sep-04 Dec-04 Dec-04 Dec-05 |

Avg. Estimate NA NA . 1.35 1.50

No. of Analysts 0 0 1 1 SmartVieyy  an

Low Estimate NA NA 135 1.50 9 I vmaes é

High Estimate NA NA 1.35 1.50 .

Year Ago EPS 0.51 0.12 0.72 1.35

Revenue Est W;:w“ Qir »:;cx\ .:x‘r Cu;:cm;ur NnD:tc :‘-r

Avg. Estimate NA NA 219.00M NA

No. of Analysts 0 0 1 Touve never

Low Estimate NA NA 219.00M NA 3 Aap

High Estimate N/A NA 219.00M NA Fhe this before

Year Ago Sales 63.73M NA NA 21900 NSRRI

Sales Growth (year/est) NA NA NA ' NA

Earings History Sep-03 Dec-03 Mar.04 Jun-04

EPS Est NA NA N/A NA Tey it now,

EPS Actual 0.51 .12 0.08 See ATM. in-

Ditterence

Surprise % % % % %

EPS Trends Cusr:n:u Qtr r:;: -oci‘r c::;:nlo\(:ar N;: v::

Current Estimate 1.35 1.50

7 Days Ago 1.35 1.50

30 Days Ago 1.35 1.50

60 Days Ago 1.35 1.50

90 Days Ago 1.35 1.50

EPS Revisions Cusr:;muotr h;e: .gl‘r Curum;eur N;:lc Yoosar

Up Last 7 Days 0 0 0 0

Up Last 30 Days 0 0 0 0

Down Last 30 Days 0 0 0 0

Down Last 90 Days 0 0 0 0

Growth Est AWR Industry Sector S&P 500

Current Qtr. NA 12.4% 1.1% 14.9%

Next Qtr. NA 26.4% 8.5% 15.6%

This Year 87.5% 10.1% 3.9% 18.9%

Next Year 11.1% 10.3% 8.1% 10.1%

Past 5 Years (per annum)  -9.5% NA NA NA

Next 5 Years (perannum) 3.0% 9.50% 4.89% 10.77%
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AMERICAN STATES WATER CO (NYS)
LAST [4:03 PM ET] i Risk Alert for AWR.N

CHANGE i TN
22.20 uso A o0.10 (o.{% o gl - [:_T:.EL_]

SECTOR: Utilities | INDUSTRY: Water Utiliies
» Free offer at Ameritrade » $7 Trades at Scotirade » Free offer at Ameritrade

I Risk Alert : AMERICAN STATES WATER CO

el Low

D View Risk Alert Tests | About Rating

EPS Estimates

Earnings Per Share Estimates

In US Dollar

#of Mean High Low Std. Proj-

Ests. Est. Est. Est. Dev. P/E
Quarter Ending 06/04 ' 1 0.42 0.42 0.42 - -
Quarter Ending 09/04 1 0.58 0.58 0.58 - -
Year Ending 12/04 2 1.40 144 1.35 0.06 16.42
Year Ending 12/05 1 1.50 1.50 1.50 - 15.27
LT Growth Rate 1 3.00 3.00 3.00 - -

B Leam about EPS Estimates

Earnings Surprises

Quarterly Earnings Surprises
Estimated vs. Actua! Earnings Per Share
In US Doliar
Estimate Actual Difference
March 2004 0.24 0.08 -0.15
December 2003 0.22 0.27 0.05 -
September 2003 0.57 0.51 -0.06 1
June 2003 0.38 0.19 -0.19
March 2003 0.25 0.20 -0.05

* Learn about Earnings Surprises

Estimate Revisions

Earnings Per Share Estimates Revisions Summary

Last Week Last 4 Weeks
Revised Revised Revised Revised
Up Down Up Down
Quarter Ending 06/04 0 0 0 0
Quarter Ending 09/04 (o] (o] [\ 0
Year Ending 12/04 0 0 0 1

¥




08/06/04

Zacks Company Report as of

Next EPS Report Date:

10/28/04

Small

Value

Industry: UTIL-WATER SPLY Type:

Mkt Cap

Yield

$335 MM 4.0%

Sales (12Mo)
$220 MM

Sls Gr
6%

American States is a public utility company engaged principally in the purchase, production, distribution and sale of water. The
company also distributes electricity in some communities. In the customer service areas for both water and electric, rates and
operations are subject to the jurisdiction of the California Public Utilities Commission.

1.40

1.20

1.00 }

0.80

0.60

0.40

0.20

0.00

[ Price/Volume Data |[EPS.P/E and Growth Rates Yrivr
52-Wk High $26.78 FY EPS P/E EPSGr
Low $21.37 12/03 Act 078 321 42%
Broker PriceChg-YTD -12% 12/04 Est 135 183 73%
Recommendations -YTD(Rel) 8% 12/05 Est 150 147 1%
! 1 Avg Dly Vol 35000s {Last5Vr %
[Next 3-5Yr (Est)
Impl Ret=Yid+Gr 5-Year
Beta -0.12 Current Avg
PIE (12Mo) 24.2 20.1
Shareholder Data Rel P/E 124%
. : Shares Out 152MM  [NetMargin 6% 9.0%
355 Buv HOLD SELL gETfL Institutions 41.08% |ROE 6.5% 9.3%
Insiders LT Debt/Cap 52% 51%
[EPS ($) ]
1.60

% SURPRISE/REVISION |

8
3]
Industry Comparables impt
. Pr Chgl P/E EPSGr | Price/ | Price/ | Price/ | Ret/ I Div Net Debt/
YTD | (12Mo) | 5YrEst Book | Sales CF P/IE | Yield | Margin| ROE Cap
-12% | 24.2 1.6 15 10.6 4.0% | 6.3% 6% 52%
241 8% 21 12.7 | 048 | 3.3% | 9.7% | 10%
-4% 19.5 10% 41 1.8% 26%
Companies in industry group.
Latest Spilits: 06/10/02  1.500 10/08/93  2.000 Ex-Div. Date: 05/06/04

Zacks Investment Research
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Aqua America Inc (WTR)
Analyst Estimates
Eamings Est C“S';';"O?" oy
Avg. Estimate 0.27 0.24
No. of Analysts 2 2
Low Estimate 0.28 0.23
High Estimate 0.28 0.24
Year Ago EPS 0.24 0.19
Revenue Est cu::oam ’::2:
Avg. Estimate 122.40M 119.40M
No. of Analysts 1 1
Low Estimate 122.40M 119.40M
High Estimate 122.40M 119.40M
Year Ago Sales 102.15M NA
Sales Growth (year/est) 19.8% NA
Eamings History Sep-03 Dec-03
EPS Est 0.26 0.20
EPS Actual 0.24 0.19
Difference -0.02 -0.01
Surprise % 71.7% -5.0%
EPS Tronds c‘;:'o?" .
Current Estimate 0.27 0.24
7 Days Ago 0.28 0.23
30 Days Ago 0.28 0.23
80 Days Ago 0.29 0.21
90 Days Ago 0.27 0.22
EPS Revisions cwr '::_2:
Up Last 7 Days 0 1
Up Last 30 Days 0 1
Down Last 30 Days 1 0

¢ Down Last 90 Days 1 0
Growth Est WTR Industry
Current Qtr, 12.5% 12.4%
Next Qtr. 26.3% 28.4%
This Year 10.1% 10.1%
Next Year 10.3% 10.3%
Past 5 Years (per annum)  7.5% NA
Next 5 Years (per annum)  9.5% 9.50%

Curment Year
Dec-04

0.87

0.84
0.89
0.79

Current Year

447.55M

447.00M
448.10M
NA
NA

Mar-04
0.17
017
0.00
0.0%

Current Year
Dec-04

0.87
0.87
0.87
0.87
0.87

Current Year
Dec-04

- - 0 0

1.1%
8.5%
3.9%
8.1%
N/A
4.89%

At 4:020M £T: 20.00 0.

ADVERTISEMENT

0.96

Show me every
ATM in town,

0.95
0.98
0.87

Jun-04
0.19
0.19
0.00
0.0%

0.96
0.96
0.96
0.96
0.95

Next Yoar
Dec-05

Try it now
See ATMs in;

o © O O

S&P 500
14.9%
15.6%
18.9%
10.1%
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EPS Estimates

Earnings Per Share Estimates

In US Dollar

# of Mean High Low Std. Proj-

Ests. Est. Est. Est. Dev. P/E
Quarter Ending 06/04 4 0.20 0.21 0.19 0.0 -
Quarter Ending 09/04 4 0.28 0.30 0.26 0.02 -
Year Ending 12/04 7 0.87 0.90 0.84 002 21.88
Year Ending 12/05 6 0.96 0.98 0.92 002 19.98
LT Growth Rate 6 883 10.00 6.00 1.60 -

t Learn about EPS Estimates

Earnings Surprises

Quarterly Earnings Surprises
Estimated vs. Actual Earnings Per Share

In US Dollar
Estimate Actual Difference
March 2004 0.17 0.17 0.00
December 2003 0.20 0.20 0.00
September 2003 0.26 0.26 0.01
June 2003 0.18 0.18 0.00
March 2003 0.16 0.15 0.00

. Learn about Earnings Surprises

Estimate Revisions

Earnings Per Share Estimates Revisions Summary

Last Week Last 4 Weeks
Revised Revised Revised Revised
Up Down Up Down
Quarter Ending 06/04 0 0 (] 2
Quarter Ending 09/04 0 0 2 0

Year Ending 12/04 0 0 0 2




08/06/04 Next EPS Report Date: 11/10/04
Industry: UTIL-WATER SPLY Type: Mid Blend
Mkt Cap Sales (12Mo) | Sis Gr | EPS Gr ’
$1838 MM 2.4% $410 MM 10% 9% i

Aqua America is the largest publicly-traded U.S.-based water utility serving residents in Pennsylvania, Ohio, lllinois, Texas, New Jersey,
Indiana, Virginia, Florida, North Carolina, Maine, Missouri, New York, South Carolina and Kentucky. The company has been committed
to the preservation and improvement of the environment throughout its history, which spans more than 100 years.

Zacks Company Report as of

Price/Volume Data |[EPS.PE and Growth Rates  YriYr
52-Wk High $22.55 FY EPS PE EPSGr
Low $18.43 12/03 Act 079 280 2%
Broker PriceChg-YTD -10% 12/04 Est 087 227 1%
-YTD(Rel) 6% 12/05 Est 096 207 10%
Avg Dly Vol 166 000s | Last 5Yr 9%
[Next 3-5vr (Est) 9%
Impl Ret=YId+Gr 1% Other Key Measures 5-Year
Beta -0.23 Current Avg
P/E (12 Mo) ~ 24.0 23.4
Shareholder Data Rel P/E 124%
i Shares Out 928 MM  [Net Margin 18% 18.6%
STR BUY HOLD SELL STR Institutions 28.39% ROE 11.5% 12.8%
BUY SELL Insiders 1.60% LT Debt/Cap 53% 53%
[EPS (§)] [ FYEndDawm | [ Profections | [ FYEndData_| [ PRICE ($) ]
1.40 25

1.00

0.80 + 15

0.60
0.40
0.20

0.00

{ % SURPRISE/REVISION |

25
20
15
10

5

Companies in industry group.
Latest Splits: 12/02/03  1.250  12/03/0%  1.250  12/04/00 1.250 Ex-Div. Date:  05/12/04

Zacks Investment Research
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California Water Service Group Holding (CWT)

Enter Symbol({s):
e.g. YHOO, ~DJ1

Search
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To track stocl

! - Symbol Laokup | Finance Search
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Commission-
FREE Trades
Join today.
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Analyst Estimates

Earnings Est

Avg. Estimate
No. of Analysts
Low Estimate
High Estimate
Year Ago EPS

Revenue Est

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales Growth (year/est)

Earnings History
EPS Est

EPS Actual
Difference
Surprise %

EPS Trends

Current Estimate
7 Days Ago

30 Days Ago

60 Days Ago

90 Days Ago

EPS Revisions

Up Last 7 Days

Up Last 30 Days
Down {ast 30 Days
Down Last 90 Days

Growth Est
Current Qtr.
Next Qtr.

Current Qtr Next Qir Current Year
Sep-04 Dec-04 Dec-04
0.73 0.32 1.65
1 1 2
0.73 0.32 1.56
0.73 0.32 1.74
0.563 0.41 1.21
Current Qtr Next Qtr Current Year
Sep-04 Dec-04 Dec-04
105.67M 76.83M 315.29M
1 1 2
105.67TM 76.83M 299.00M
105.67TM 76.83M 331.58M
88.20M NA NA
19.8% NA NA
Sep-03 Dec-03 Mar04
0.56 0.26 NA
0.53 0.41 0.08
-0.03 0.15
-5.4% 57.7% %
Currant Qtr Next Qtr Current Year
Sep-04 Dec-04 Dec-04
0.73 0.32 1.65
0.73 0.32 1.66
0.78 0.35 1.61
0.78 0.356 1.61
0.78 0.35 1.61
Cutrent Qtr Next Qtr Current Year
Sep-04 Dec-04 Daec-04
0 0 0
0 0 1
0 0 0
1 1 0
CWT Industry Sector
37.7% 12.4% 1.1%
-22.0% 26.4% 8.6%

Get A

Next Year
Dec-05

1.68
2

1.65
17
1.65

Next Year
Dec-05

332.24M
2
313.00M
351.48M
315.29M
5.4%

Jun-04
0.40
0.59
0.19
47.5%

1.68
1.68
1.70
1.70
1.70

-0 o O

S&P 500
14.9%
15.6%




L

This Year 36.4% 10.1% 3.9% 18.9%

Next Year 1.8% 10.3% 8.1% 10.1%

Past 5 Years (per annum)  -5.1% NA NA NA .
Next 5 Years (per annum)  4.0% 9.50% 4.89% 10.77% ’
Price/Eamings (avg. for

comparison categories) 16.5 22.64 14.35 16.07

PEG Ratio (avg. for M
comparison categories) 412 238 294 1.49

Get Analyst for her Sy

* Upgrades & Downgrades

Like stocks? See job openings at Yahoo! Finance.

Copyright © 2004 Yahoo! Inc. AN rights reserved. Privacy Policy - Tanms of Service - Copyright Policy !

Quotes delayed, except where indicated otherwise.
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CALIFORNIA WATER SERVICE GROUP (NYS)
LAST {4:04 PM ET] CHANGE | Risk Alert for CWT.N
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EPS Estimates

Earnings Per Share Estimates

In US Doliar

# of Mean High Low Std. Proj-

Ests. Est. Est. Est. Dev. P/E
Quarter Ending 06/04 3 0.40 0.44 0.35 0.05 -
Quarter Ending 09/04 2 074 0.78 0.70 0.06 -
Year Ending 12/04 3 1.59 1.66 1.55 0.06 16.95
Year Ending 12/05 3 1.67 1.75 1.62 0.07 16.08
LT Growth Rate 1 3.00 3.00 3.00 - -

€% Learn about EPS Estimates

Earnings Surprises

Quarterly Earnings Surprises
Estimated vs. Actual Earnings Per Share
In US Dollar
Estimate Actual Difference
March 2004 0.02 0.08 0.08
December 2003 0.25 0.41 0.16
September 2003 0.60 0.53 -0.07
June 2003 0.50 0.30 -0.20
March 2003 0.15 -0.05 -0.20

€% Learn about Earnings Surprises

Estimate Revisions

Eamings Per Share Estimates Revisions Summary

Last Week Last 4 Weeks
Revised Revised Revised Revised
Up Down Up Down
Quarter Ending 06/04 0 0 0 0
Quarter Ending 09/04 0 0 0 0

Year Ending 12/04 0 0 0 0




Zacks Company Report as of  08/06/04 Next EPS Report Date: 10/20/04

industry: UTIL-WATER SPLY Small Blend
Yield | Sales (12Mo) Sls Gr
4.1% $307 MM 7%

California Water Service Company's business, which is carmied on through its operating subsidiaries, consists of the production,

purchase, storage, purification, distribution and sale of water for domestic, industrial, public and irrigation uses, and for fire protection. It

also provides water related services under agreements with municipalities and other private companies. The nonregulated services
include full water system operation, and billing and meter reading services.

Price/Volume Data w YriYr
52-Wk High $30.15 FY EPS PIE EPSGr
Low $25.20 12/03 Act 102 269 -18%
Broker PriceChg-YTD -0% 12/04 Est 160 171 57%
Recommendations -YTD(Rel) 4% 12/05 Est 168 163 5%
4 , Avg Dly Vol 35000s |[Last5Yr 5%
| v [Next 3-5vr (Est) 10%
impl Ret=Yid+Gr 14% [Otfher Key Measures 5-Year
Beta -0.11 Current Avg
PIE (12Mo) 18.4 222
Shareholder Data Rel PIE 94%
- Fsliin Shares Out 18.2MM  [Net Margin 9% 7.5%
23'3, BUY HOLD SELL STR Institutions 2139% |ROE 9.9% 9.2%
SELL | linsiders 1.00%  |LT Debt/Cap 49% 51%
[EPS (8} ] | FYEndData | [ Quarter End Data | [ Projections | [ FYEndData | [ PRICE ($) |
2550 | P N - - - — - o 35

2.00

1.50

1.00

0.50 &

0.00

Industry Comparables impl
PrChg| PE EPS Gr | Price/ | Price/ | Price/ | Ret/ Div Net Debt/
YTD ((12Mo) | 5YrEst Book | Sales CF l PIE ' Yield | Margin| ROE l Cap
0% 18.4 10% 18 16 117 1076 | 4.1% | 8.8% | 10% | 49%
24.1 8% 2.1 12.7 { 048 | 3.3% | 9.7% | 10%
-4% 19.5 10% 4.1 1.8% 26%
Companies in industry group.

Latest Spiits: 01/26/98  2.000 11/02/87  2.000 05/04/84  2.000 Ex-Div. Date: 05/06/04

Zacks Investment Research

!
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RECENT PE Troling: 34.3) RELATIVE DIV'D 0
AMER. STATES WATER wyse.um (2" 22,62 i 18.1 (ke 16) i 1.02/% 4.0%
P igh: X 3 . . . 3 X X 29,4 268
e e N A N I A EH R R RS gyt s
SAFETY 3 New2uww LEQENDS
= 1,25 X Dividends p sh 64
TECHNICAL 3 Lowered 71684 didd b e Rt ‘
Strength 48
BETA .65 (1.00 = Market) 240r-1 10/83 ; ! 40
2007 PROJECTIONS | iz % otz %
Anp'l Total %mmm . T il e 2
w T - e s :
Low 20 (-10%% 1% e e “.W e 1%
nsider Decisions p—l i s it 12
SONDJFMNAMNM . "
KBy 001000000 L T
Optons O 0 0 0 0 0 O O O poemer” il L6
WSl 0 00000000 N N . - ol % TOT. RETURN 6104
[Tnstiiutional Declsions | B i i e N P S N 5 | I
ua m; mg '°‘°4°7' f:."::;" 2 =y = * 1y, 125 32 [©
o 48 3t 33| yaded 2 aw. 132 20 [
| Wdalod) 5522 5663 5623 Sy. 459 657
1988 [ 19891990 | 1091 | 1992 | 1993 ] 1994 | 1995 | 1996 | 1997 [ 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 {2005 | ©VALUE LE PUB, IC. [ 07-09
es8] 912| o9se| eas| a0 927] t043] 1103] 1137 ] 1144 1102 ] 1201 ] 1297 1306 | 1378 1398 | 1440 1500 |Revenues per sh 15.55
148 144| 149 1787 181 167) 68| 75| 175 185| 204| 226 220] 253 | 254 208| 260 290|“Cash Flow” persh 240
8] 82| o4 19| w150 1m| 85| 108| 113] 104 108 119 128( 135| 134 .78( 125| 155|EamingspershA 200
s 6o m| a3l 7] e sof 81| 2| | 84| | 8] 7| 87| 83| 83| .90|Div'dDectd persh®s 9%
230 246| 253| 277] 281] 190] 243 219 240| 258 S| 40| 308| a18] 268| 376] 400 445 |CapiSpendingpersh 3.60
707| 73t| 7s4| 839 sss| 995| 1007| 1020{ 1101 | 124 ] 1148] 1182 | 1274 | 1322| 1406| 1397] 15.00| 16.75 |Book Value per sh 1750
[958 03] 0. SOT| 9961 171 77| 1177 | 1.0 | 1344 | 1348 | 1044 | 1602 | 16121 15.98] 1521 | 16,00 17.00 |Common Shs OulstgC | 19.00
42| 97| 12| 88| 106] 14| 128 118| 126] 85| 65| 171 58| 167 183| 319 Bokifiglsare [AvgAnniP/E Ratio 130
118 73| 76{ s6( 64| 7] 4] 78| 9] s} 8] 97| 103| 86| 100| 1.85| ‘Vakeliine |Relative P/E Ratio £
74% | 77%| 75%| 70%| 63% ) 53%| 66% | 67% | 58% | 55% | so% | 2% | 42% { son | aen| 3s%| ™™ lavgAonlDivd Yield 7%
CAPITAL STRUCTURE as of 3104 12271 1208 1515 1538 | t48.1 | 1734 | 1840 | 1975 | 2002 2127 230 255 |Revenues (Smit]) 2%
Total Debt $277.4 mil. Due In 5 Yrs $60.0 mdl 13| 122] 185] 1] 6| 161 180] 204 203 119 210]| 265 |NetProfit(Smil) 3.0
gomﬁfs%g&“;hwgog‘““ $185mil. T ow T 19% | 43.5% [ 41.1% | 409% | 46.0% | 6.7 | &a0% | 30.9% | 435% | 40.0% | 40.0% |Income Tax Rate 0.0% ,
e -- I T ) ) T - --| _ Nii| NI [AFUDC % to Net Profit M by
Leases, Uncapitalized: None 435% | 466% | 41.9% | 43.0% [ 436% | 51.0% | 475% | 54.9% | 52.0% | 52.0% | 57.0% | 57.0% |Long-TermDebtRatio | 52.0%
Pension Assels-12/03 $46.7 mil, 55.5% | 525% | 57.3% | 56.3% | 5.7% | 48.4% [ 51.9% |44.7% | 48.0% | 48.0% | 50.0% | 49.0% |Common Equity Ratio | 40.0% |
Obiig. $58.9 mil. ) 2135| 2306 2560 | 2684 | 277.1 | 3282 | 371.1 | 4476 | 44dd| 4423 490 545 |Total Capltal (Smill) 700
Pfd Stock None. Pte Divd None. 3149| 350 3578 3896 | 4148 | 4495 | 509.1 | 5308 | 5633| 6023 860| 715 |NetPiant (Smik 850
Common Stock 15,244,928 shs. 1% | 72% | 60% | 68% | 70% | 66% | 64% | 6.1% | 65% | 46% | 6.0% | 65% [Retumon Totsl Capl 7.0%
as of SH0/04 94% | 99% | 00% | 92% | 04% | 10.0% | 92% |10.1% | 95%( 56%| 5.0%| 95% [RelumonShr.Equity | 10.0%
MARKET CAP: $350 million (Smal Cap) 95% | 100% | 90% | 92% | 94% | 10.1% [ 93% | 101% | 95% | 56%| 9.0%| 95% |RetunonComEquity | 10.0%
CURRENT POSITION 2002 2003 /3104 | 1.6% | 21% | 24% | 18% | 21% | 29% | 30% | 36% | 33%| NMF| 3.0%| 3.5% |Retainedto ComEq 45%
ca "!Al;gets 84 128 ool B4%| 7o%| TO%| B0%| 7% | 7% | 68% | 66% | G6% | 113% | 67%| S8% |ADivdato NetProt 51%
Recelvables 108 118 8.7 | BUSINESS: American States Water Co. operates as a hoiding of Big Bear Lake and in areas of San Bemardino County. Acquired
Dventory (Avg Cst) 9 14 14| company. Through is principal subsidary, Southem Caffomia  Chaparral ity Waler of Arizona (10/00); 11,400 cusiomers. Has
Current Assels W —m Tg Wawf Cormapy, it sugpnss water to 75 miﬁes in 10 about 520 employees. Off. & dir. own less than 1% of common
Accts Payable 16 188 13.4 | counties. Servica areas include the greater metropoktan areas of  stock (4/04 Proxy). Chairman: Uloyd Ross. President & CEOQ: Floyd
Debt Due 483 568 47.8 | Los Angaies and Orange Counlies. The company also provides Wicks. Incorporated: CA, Add.: 630 East Foothll Boulevard, San
Other 19.6 20.3 21.7 | electric utility services to approximately 22,000 customers in the clty  Dimas, CA 91773, Tel.: 909-394-3600. Web: www.aswater.com,
Current Liab. 795 9590 824 A 3 S W C issi th m ide for i a
Fix. Chg. Cov. 285% 255%  200% merican States Water Company con- commission that will provide for increase

———-] tinues to disappoint. The company revenues in the Region II customer service
QNML&LE)S 1:'#1 :;,': E':,d.,%.“ reported first-quarter earnings of $0.08 a area of SCW, anticipated to begin in Sep-
Revenues 35% 4.0% 30% |share, nearly 70% lower than we tember. The rate case should generate an
“Cash Flow” 30% 50% 70% | anticlpated and 60% lower than 2003's additional three year increase in revenues
E;’-,',‘,‘Qggs 15% }gg,f ?'g;f lackluster total. Revenues were flat in the of $15 million. We believe that the current
Book Value 45% 40%  4.0% quax;lteerue toI?Idelay in the rate increasz:_ admilniztration's focus on delivezin more
in the Region customer service area of timely decisions augurs well for 's top

.ﬁ;k, M:gm#‘;ﬁ“:oﬁwm 5."'" the company’s Southern California Water line going forward.
2001 | 403 49'9 504 479 | 197 Company (SCW) unit. The increase, which A tighter regulatory environment,
2002 | 445 528 616 503 2099 Was expected to be in place for the first though, will probab‘l’a' dilute some of
2003 | 467 518 637 505 | 2127 Quarter, was not effective until late in these gains in 2005. With regulatory and
008 | 467 590 a0 553 | 230 | March. Making matters worse was an in- infrastructure costs on the rise, AWR is
2005 | 530 660 750 60.0 | 255 | crease in supply costs due to more pur- looking to a share offering to fund the

Cal EARNINGS PER SHARE A F chased water in SCW's resource mix. As a needed upkeep. About $30 million in stock
ender |Mar31 Jun.30 Sep. 30 Dec. 31 y.":', result, we have lowered our 2004 earnings will likely be offered within the next year.
2001 21 B 6 T RS estimate by $0.20, to $1.25 a share. As such, we are leaving our 2005 bottom-
2002 2 3% 5 23| 13| The California Public Utilities Com- line estimate untouched at $1.55 a share.

¢ 20| 20 43 5t di2| 78| misslon (CPUC) ought to provide We do not recommend American

2004 | 08 34 59 24| 1251 more favorable rulings going forward. shares. They are ranked to underperform
00| 27 38 63 27| 155 Aiide from th: aforeme:tionef rate hike, tLle brtgfad market in the year ahead and
DIVIDENDS PAD ®s which should be included in the company's they offer little in the way of appreciation

.g::, sz ‘ﬁz{w mPAIlJ,n 3 VF:.", second-quarter results (not yet released potential out to 2007-2009. In addition, the
2000 ] 213 213 213 21'7 g5 1 when we went to press), American recently company will be hard-pressed to increase
. : : : =5 | announced that another decision by the its dividend payment substantially as cash

% g:; g}; g:; gz 871 CPUC on July 8th should resuit in a $5.2 flow will likely continue to be limited by

221 991 291 291 ‘g | million pre tax gain. In addition, the com- ‘the rising maintenance costs.
% 21 21 % pany has reached an agreement with the Andre J. Costanza July 30, 2004
Primary eamings. Excludes nonrecurin: Dividends historical id in early-March, { (C) In millions, adjusted for splits. [ Com 's Financial Stren B+
(g:lns: 'a1, 73¢; '92??3& Next eamings reporg( ﬂ\e, Seplember, Decam.- Dhr’d%invest— © . e Stoc axiu Stability o 85
ue late Oct. ment plan available. Price Growth Persistence 65

70

Eamings Predictabllity
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1988 [ 1989 [ 1960 ] 1991 | 1992 [ 1993 ] 1994 | 1995 | 1996 [ 1997 (1998 1989 [ 2000 12001 | 2002 | 2003 | 2004 | 2005 | © VALUE LNE PUB, IC. 37-09
445( 453) 270p 285| 243) 227] 242 245| 248 269 279) S321] 320 359 379| 397 465| 4.85 |Revenues persh 6.00
66 £5 58 59 52 56 56 8 67 RO 81 96| 101 115 126{ 128] 1.45] 1.60|“Cash Flow” persh 200
30 27 .33 3 31 3 B P 40 46 5 56 52 68 R 1% 85 95 | Eamings per sh A 120
24 24 26 26 27 21 28 29 30 K 4 36 ] 40 A3 48 43 /52 | Div'd Decl’d per sh Be 64
-3 I T ) G R I A A A R L Lﬁm 160 1.76| 150| 155 [CapiSpendingpersh 150 |
2881 292| 280] 278| 279] 305] 321] 328] 359 379| 428 457| 513 553 681| 712 755| 7.95|Book Value pershP 9.80
2T Tods | 048] 3106 | 0| WEs| @ | WTAT| W31 0| 56 | B0 LW %548 LTT&T (2] W—WWW
23| 129| 12| 108| 1251 144| 135] 120| 66| 178 25| 212] 182 256] 36| 245 codnglresan |AVGANITPERM0 | 210
1.02 98 76 689 16 85 ] 80 98] 103| f47) 121 148 | 121 129 142 Vaueline [Reiative PE Ratio 140
65%| 69%| 77%| 72% | 68% ) 59% | 6.0% | 62% | 49% | 39% | 29% | 3.0% | 33% | 25% | 25% ) 25% satinjtton Avg Ann'l Div'd Yield 25%
CAPITAL STRUCTURE as of 331104 1086 117.0( 1225 1362{ 1510 | 2573 | 2755 | 3073 | 3220| 3672 440] 475 |Revenues (Smill) 800
Total Debt$846.2mil. Dueln§ Yre$230.0mid. | 156] 190| 198) 232| 288) 450| 507 55| 627! 673 #00| 950 |NetProfit(Smil) 125
(LTT  Debt $686.3 mil ,g‘s‘;;"""“f’” M 5% | 40A% | 414% | 406% | 405% | A% | 389% | 3% | 205% | 0% | 40.0% | 40.0% |incoma Tax Rais 00%
rage: 3. 8% | 16% [ 13% | 4.0% | 43% | 44% ] 53% | 21% | 22%) 32% | 3.5% ] 3.5% |AFUDC % to Net Profit 4.0%
Pension Assets-12/03 $108.7 mif. 50.2% | 51.9% | 54.1% | 54.4% | 52.7% | 529% | 52.0% | 52.2% | 54.2% | 514% | 535% | 54.5% |Long-Term Debt Ratio 54.0%
Oblig. $150.1 mill. | 47.4% | 464% | 44.0% | 44.8% ) 46.6% | 46.7% | 47.8% | 47.7% | 45.8% | 486% | 485% | 45.5% [Common E Ratio #6.0%
Ptd Stock None 303.1| 3380 4017 | 427.2| 4966 | 7827 | 901.1 | 9904 | 10762 | 1355.7 | 1550 | 1725 | Total Capftal (Smilf) 2100
| 38571 43681 5029 | 5345] 609.8 | 11354 | 12514 [1368.1 | 14908 | 18243 | 7925 2025 |NetPlant (Smik) 2300
i . 02,845,523 shares TO% | 77% | 68% | TA% | 76% | 76% | 74% | 718% | 76% | 64% | 65%| 70% [RewmonTowsiCapT | 75%
104% | 11.7% | 10.7% | 11.9% | 12.3% | 122% | 11.7% | 12.3% | 12.7% | 10.2% | 71.0% | 12.0% |Return on Shv, Equity 13.0%
MARKET CAP: $1.8 billion {Mid Cap) 103% | 10.7% | 11.2% | 12.0% | 124% | 12.3% [ 11.7% { 12.4% | 12.7% | 10.2% | 11.0% | 12.0% |Return on Com Equity | 13.0%
CURRENTPOSITION 2002 2003 3/3t1/04 | 21% | 35% | 28% | 36% | 45% | 43% | 47% | 54% | 52% [ 42%( 50%| 5.5% [Reteined to Com Eq 6.0%
catML) 497 392 arg| Ol TI%| %) 70% | e4% | 5% | 60% | 9% | 50%| 6o%| 86%| 53% |ANDividsto Net Prof 52%
Receivables 577 623 58.5 | BUSINESS: Aqua America, Inc. is the hoiding company for water  7/03; and others. Water supply revenues '03: residential, 59%;
inventory (AvgCst 38 9% 22| and wastewaler ullities that serve approximalely 2.5 milion resi- - commercial, 17%; Industrial & Olher, 24%. Officers and dreclors
Current Assets -1—177 W _W dents In Pennsylvania, Ohio, New Jersey, fifinols, Maine, North own 1.4% o'!hegommstock(m Proxy). Chairman & Chief Ex-
Accts Payable a1 923 11.6 | Carolina, Texas, Florida, Kentucky, and five other siates. Divested ecutive Officer. Nicholas DeBenedictis. Incorporated: Pennsylvania.
Debt Due 1494 1358 1599 | three of four non-water businesses in ‘91; ielemarketing group in  Address: 762 West Lancaster Avenue, Bryn Mawr, Pennsyivania
Other 46.0 63.9 66.8 | '93; and others. Acquired Consumers Water, 4/99; AquaSource, 19010. Telephone: 610-525-1400. Internet: www.aquaamerica.com,
2;"2",:9"'22\, ';’fgi 3“552 ;%5 gwﬁi%i Aqua America continues to grow ulated subsidiaries in various states.
ANNUAL RATES Past el BsPa 0100 throttxfh acquisitions. The company O‘rerations in Illinois were recently grant-
o change (per sh) 10.Vn. “';' to'0r0s | recently announced the completion of its ed a 21% increase in rates, totaling ap-
Revenues 40% 75% 8.0 purchase of Heater Utilities, adding more proximately $2.1 million. Applications
“Cash Flow” 85% 105% 8.5% than 50,000 new customers in North Caro- have been filed in Pennsylvania, New Jer-
Eamings. 95% 35%  90% | lina to its total. A deal was also finalized sey, and Texas for annual revenue in-
Book Value 80% 95% 75% | to pul:}:'hase v;'at%rd a‘ildost(l)astewater sys- (S:reasesnof $25 million, ?‘/ZI.G million, and
tems that will a 0, customers in $12 million, respectively. Management has
eg‘d:r ﬂamvm“% ;2 Florida, thereby more than doubling its also revealed plans to file for increases in
2001 | 702 77'3 84T 751 |3 Customer base in the state. Combined with Ohio, North Carolina, and Florida. Tradi-
a2 | 7 ws 919 ere | 3220 various smaller purchases, the company is tionally, rate negotiations take a number
203 | 805 @834 fo21 1012 | 72| more than half way to management's goal of months, and the rate increase that is
2004 | 998 105 1202 115 | 440 | of 30 acquisitions for the year. We expect awarded is subject to change based on an
205 {105 115 130 125 | 475 | annual revenue growth of approximately expected return on equity and capital im-
oo EARNINGS PER SHARE A ol 7% for the next 3 to 5 years as acquisitions provements. Therefore, we do not expect
ondar |Mar31 Jun30 Sep.30 Dec3t] vear from 2003 forward are integrated. How- -new rates to take effect until the second
2001 14 . 2 7] 5] ever half of the year, but they should help reve-
22| 14 16 25 47 72| Margins are being pressured by in- nue growth for the next few years.
200 ] 145 18 24 19 ‘75| tegration expenses and higher inter- Aqua America shares offer little ap-
2006 | 17 21 25 22| .g5]est rates. As new management is put in preciation potential through 2007-
205 .19 28 27 2% 95| place, redundant operations are being 2009. Growth through acquisition should
o | QUARTERLYONDENDSPAD ®= | Fup trimmed, but not before a period of over- continue to imfprove results, but the regu-
endar |Mar31 Jun3o Dec3t| Year lapping operations. Pension expenses and lated nature of the industry may well limit
2000 ———-—m—&m 092 09'2 099‘ 3| Severance costs associated with downsized the speed at which new businesses become
2001 | 099 099 099 106 0 labor forces also pressure margins. Too, as accretive to earnings. But this unfavorably
200 | 106 106 106 112 "43| interest rates rise, the cost of debt for ac- ranked stock does offer predictable returns
200 | 112 12 112 12 ‘45 | quisitions may hurt results. and a growing dividend.
20 | 12 12 te negotiations are ongoing for reg- Matthew B. V. Albrecht July 30, 2004
(A) Primary shares outstanding through '96; | disc. operations: '96, 2¢. Next eamings re in miffions, adjusted for stock spits. (D) Incl. Company’s Financlal Strength B+
&l&ted mgeuner. Exdl. nonfeg 9«%(!03:&): due em l.(B}Dividends his!lntﬁ?wg:n deferred charges. In '03: su.m.(s&awm Stock’s Price Stabillty 85
'90, (38¢); 91, (34¢); '92, (38¢); '99, {11¢); '00, | paid in early Masch, June, Sept. & Dec. w Divid. Price Growth Persistence 95
2¢; 01, 2¢; ‘02, 5¢; ‘03, 4¢. Excl. gain from | reinvestment plan available (5% discount). (C) Earnings Predictability 100
ozoot.vsuemem:mg,n.nqnsresm.raanummhmummwpmmmmspmmmwma kind, . J
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23 '] opeees; STOCK
ww  zm Cw w|m 4 . 3 w20 m2 [
M 23 15 19 | traded 15 n 3y 23 00 |
| Hd'sioo0) 3485 3785 5y, 5 557
1988|1989 [ 1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 19896 | 1997 | 1968 {1999 | 2000 12001 | 2002 2003 | 2004 | 2005 | © VALUE LINE PUB,, INC. | 07-08
1003] 1033] 1093| 11.18| 1229| 1334 1250] 13.17| 1448 | 1548 | 1476 | 1596 | 16.16 | 1626 | 1733 | 16371 | 17.60| 18.65 [Revenues persh 2045
187) 189 197] 198| 192 225| 202| 207| 25| 28| 260| 27| 252| 220] 265 251 05| 325|“CshFow” persh o
123 120] 125] 21| 09| 13| 12| 17| 1s1) 18] 45| 53| 131] 84| 125] 121| 160] 1.70|Eamings persh A 205
0| 4| #7] o0 93] 98l se| 2] 104] 106] to7| 109 100 112 12| 112 113]| 113|DwdDecidpersh®s | 118
732 20| 23| 303| 309] 253 21| 28| 281] 24| 34| 245 | 409 582| 430 45| 405 [CapiSpendingpersh | 455
930| 966| 1004 1035] 1051] 1090 1156] 1172 1222] 1300] 1338 ] 1343 | 1290 | 1295 | 1302] 1444 | 1540] 1650 |Book Value pershc 2045
A T 1% T3 T38| 1240 | T25A | Tehz| 1262 | 1ee2| 4| W.05 | 1518 15.18| 16| 1820] 1830 |Common ]
15| 106| 104]| 12| 1| 136| 41| 137| 18| 126| Vi8] 178 196| 201 | 198| 22.1| Boldfigires as |AvgAnnTPJE Ratio 160 |
95| 80| m| mi s s 2| | | m| | 01| 127] 139 108| 128 Veusihe |Relgtive P/E Ratio 1.06
57%| 66%| 67%| 66%] 61% | 52% | 58% | 64% | 58% | 46% | 42% | 4.0% | 43% | 44% | 4s%| 42| " [avganiDvdved | 40%
gm%sgag%rgﬁzg” otlnsgtvmsm . 1573 | 165.1| 1828 | 1663 | 1063 | 2064 | 2M.8 | 2468 | 2632 2774 20| 345 [Revenues (Srill 450
.6 mill. T8 $10.7 mi. 14| w7| 191] 23] 184 199] 200| 4] 191] 194 290] 31.0|NetProfit ($mif) 50
LY Debt $272.0 mill. LT interest $16.0 mil W00% | 40.1% | 30.9% | 574% | 364% | 378% | ©23% | 304% | 30.7% | 309% | 40.0% | 40.0% [Income Tax Rate 0%
(LT interest samed: 2.8x; total int. cov. 2.7x) il WL EELAN LAY SRR — bl I A SN _MI NIl | AFUDC % to Net Proftt it
165% | 492% | 474% | 454% |44 2% | 46.0% | 489% | 50.3% | 55.0% | 52.3% | 50.0% | 50.0% |Long-Term DebtRatio | 49.0%
:ﬂu:sion Assets-12/08 $88.4 mil. Oblig. $63.2 52.2% | 497% | 514% | 535% | 54.7% | 52.0% | 502% | 48.8% | 44.0% | 47.0% | 49.0% | 49.0% [Common Equity Ratio | 50.0%
] ) 2769 | 2960 | 2999 | 06.7| 3086 | 3338 | 3988 | 4G2.7 | 453.1| 5203| 580| 610 |Totl Capital (Srlf) "0
'1’;"9 ggg‘if; s w;'m"‘,’e‘(sgf "'r"“ 4079 422| a3 | 4604 | 4783 5154 | 5820 | 6243 | 6970| 7595| w15
" & par). Ti% | 68% | B83% | 94% | 78% | 78% | 68% | 53% | 59%| 56%] 65%
Common Stock 16,932,046 shs. 97% | 98% | 121% | 139% [ 10.7% | 112% | 100% | 72% | sa%| 1e%| 5%
a 99% | 99% | 123% | 14.1% | 108% | 114% [ 10.% | 72% | o5%] 79%| 9s5%
MARKET CAP: $450 miillon (Smadi Cap) 19%| 12% [ 36% | 60%| 28% | 35% | 18% | NMF | 10%]| 7% | 3.0%
cun&ﬂr)msmu 2002 2003 3104 | 81% | 83% | 69% | 58% | 74% | 70% | 82% | 119% | 90% | 91%| 7% | 67% |ANDivdstoNetProf

Cash Assets 1.1 2.9 2.1 | BUSINESS: Calilomia Water Service Group provides regulated and  (11/00). Revenue breakdown, '03: residential, 70%; business, 18%;
Other 419 406 _ 414 | nonregulated water service to over 2 milion people (461,200 cus- public authorities, 5%; Incistrial, 4%; other, 3%. '03 reported
Current Assets 430 43, .9 | tomers) in 8 communities in Califomia, Washington, and New deprec. rate: 2.2%. Has about 815 employees. Chaiman: Robert
Bceﬂsg:yabh ggg zg-g }g'g Mexico, Main service areas: San Francisco Bay area, Sacramento  W. Foy. President & CEOQ: Peter C. Nelson. Inc.. Delaware. Ad-
Other o 430 325 36,6 | Valley, Saiinas Valley, San Joaquin Valley & parts of Los Angeles. dress: 1720 North First Streel, San Jose, Califomia 95112-4598.
Current Liab. 915 — 636 656 | Acquired National Utkty Company (5/04); Rio Grande Corp. Telephone: 408-367-8200. inlemet: www.calwater.com.

Fix. Chg. Cov. 250% 218% 202% | California Water Service Group's re- announced plans to sell 1.25 million
ANNUAL RATES  Past Past Estd01-03| sults are improving. The company shares of common stock at $27.25 a share
o M(Psm) WY':)-% 5V""-% h'g’g&' reported earnings of $0.08 a share in the in the second guarter. The nearly $34 mil-
..c”h ow” g:o% -?:5% g5% | first quarter, compared to a loss of $0.05 lion in proceeds are slated to be used to
Eamings -5% -65% 11.0% | last year and our estimate of $0.03. The pay for the aforementioned purchase, es-
Dividenids | s% }g;/z '}g;“ outperformance was revenue driven, as calating infrastructure costs, and addi-

00 X ; - the firm's top line increased 17% on a tional acquisitions.

Cal- | QUARTERLYREVENUES(Smi) | Fui | year-over-year basis, due primarily to fa- Favorable general rate case rulings
ondar |Mar31 Jund0 Sep.30 Dec3i| Year| vorable rate increase rulings by the Cali- augur well for California. The company
2001 | 470 670 763 565 | 2468 | fornia Public Utility Commission (CPUC). received a $4.4 million step-rate increase

2002 | 517 892 814 609 | 2632 | Indeed, approximately $7 million of the in January, which likely went into effect

203 | 513 680 882 606 | 277.1| top-line advance was a result of rate in- during the second quarter. Plus, a decision

2004 | 602 778 100 820 | 3 | creases, with the majority stemming from on the 2002 general rate case was awarded
2005 | 70.0 850 105 8.0 1345 | the 2001 general rate case. On a down by the CPUC in April, allowing for an in-

Cal- EARNINGS PER SHARE A € Full | note, the higher water usage rate hurt crease of $3.5 million on an annualized
endar |Mar3t Jund0 Sep.30 Dec.31| Year | CWT's operating margin, as it forced the basis. As such, we have added a dime onto

2000 | 01 3 3¥ 20! 94 company to purchase water to meet our 2004 share-net call. Still,

200 | 12 4 50 20|} 125 demand. These untimely shares offer little ap-

2003 | 405 30 53 4| 121| The fragmented industry is producing peal at this time. Any gains we foresee

2004 08 4 3 38| 160 Npportunltles In fact, CWT subsidiary from further CPUC rulings and the robust

205 | .11 A3 .76 40| 78] New Mexico Water Service Company population growth of the state of Califor-

Cal- | GUARTERLYDVIDENDSPADB= | Full | recently bought National Utility Company. nia will likely be diluted by additional
ender |Mar3) Jun30 Sep30 Dec.3di| Year | National serves 700 customers next to equity and debt offerings necessary to

2000 | 275 215 275 275 | 110 New Mexico Water's Middle Rio Grande fund growing capital expenditures. How-

2001 | 278 279 219 2719 [ 1.12| water system and 950 customers south of ever, CWT may be attractive to income-

00|28 28 28 8 112{ Albuquerque. The deal increases New oriented mvestors because of its solid divi-

203 | 281 281 281 281 | 1.12| Mexico Water's customer base by 40%. dend yield.

2004 | 283 283 A stock offering s likely. The company Andre J. Costanza July 30, 2004
A) Basic EPS. Excl. nonrecurrii n (loss): | (B) Dividends historically paid in mid-Feb., C) Incl. deferred charges. In ‘03: $38.0 mill,, sFInundd Stren: B++
%3 (7¢), 01, 4¢; Q2 02, 8¢. Nengi%aalml(ngs) uy Aug., Nov. » Dw’d'yr::westmmt pian &2’25/sh. " sm 3" " 95
report due late Oct. available. g In mikions, adjusted for split Price Growth Porsistﬂm 80

May not fota} due to change in shares. Eamings Predictabifity 75
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© VALUE LINE PUBLISHING, INC.|] 1998 1897 1988 1999 2000 2001 2002 2003 2004 2005/2008
SALES PER SH 10.79 11.57 11.16 12.81 13.48 14.90 15.94 16.39 --
“CASH FLOW” PER SH 286 253 252 2.86 246 298 3.09 3.50 - i
EARNINGS PER SH 192 1.60 1.51 173 117 1.53 156 1.83 NA NA/NA :
DIV'DS DECL'D PER SH 74 .76 .78 .80 .82 .86 92 97 -
CAP’L. SPENDING PER SH 211 2.54 3.62 3.53 3.77 5.25 4.12 6.82 - 3
BOOK VALUE PER SH 12.62 14.04 15.06 16,756 15.80 16.35 16.80 1821 -~ :
COMMON SHS OUTST'G (MILL) 9.51 9.51 9.50 9.14 9.14 9.14 9.14 9.14 -
AVG ANN'L P/E RATIO 6.8 1.2 131 155 33.1 18.5 173 154 NA NA/NA
RELATIVE P/E RATIO 43 .65 .68 .88 215 95 94 .88 -
AVG ANN'L DIV'D YIELD 5.7% 4.3% 3.9% 3.0% 21% 3.0% 3.4% 3.5% -
SALES ($WMILL) 102.6 110.1 106.0 117.0 123.2 136.1 1457 149.7 - Bold figures
OPERATING MARGIN 34.4% 34.8% 36.0% 33.2% 30.2% 684.4% 63.7% 56.0% - are
DEPRECIATION (SMILL) 8.7 8.9 96 102 1.9 13.2 14.0 15.2 - eamings
NET PROFIT (SMILL) 18.6 15.2 14.4 15.9 10.7 14.0 14.2 16.7 - fs
INCOME TAX RATE 32.8% 39.9% 40.2% 35.9% 41.0% 34.5% 40.4% 36.2% - and, using the
NET PROFIT MARGIN 18.1% 13.8% 13.6% 13.6% 8.7% 10.3% 9.8% 11.2% - recent prices,
WORKING CAP'L ($MILL) 1.9 7.0 9.4 d3.0 di14 d3.8 d4.9 12.0 - P/E ratios.
LONG-TERM DEBT ($MILL) 75.0 75.0 90.0 920.0 90.0 1100 110.0 139.6 -
SHR. EQUITY 13!&) 120.0 133.8 143.2 143.9 144.3 149.4 153.5 166.4 -
RAETURN ON TOTAL CAP'L 11.0% 8.7% 74% 8.2% 5.9% 6.7% 8.9% 6.9% -
RETURN ON SHR. EQUITY 15.5% 11.4% 10.1% 11.0% 7.4% 9.4% 9.3% 10.0% -
RETAINED TO COM EQ 9.5% 6.0% 4.9% 5.9% 22% 4.1% 3.8% 4.7% -
ALL DIV'DS TO NET PROF 38% 48% 52% 46% 70% 56% 59% 53% -
Note: No analyst estimates available.
ANNUAL RATES ASSETS (smill) W2 203 I E INDUSTRY: Water Utility
of change (per share) 5 Yrs. 1Y | Cash Assets 3 100 100 ]
?é:sh Flow" 4& 1; gé Recefvables 139 137 152 | BUSINESS: SJW Corp. operates as the holding company
Eamingsm 0.5% 17.0% Ion;‘o;wy 4-2 2«3 1'3 of San Jose Water Company, SJW Land Company, and
Dividends 4.0% 55% | o et Assets w7 a1 7 Crystal Choice Water Service, LLC. San Jose Water pro-
Book Vaive 4.0% 8.5% ' ! " | vides water service to a population of approximately one
Fiscal | QUARTERLY SALES ($mill) | Ful pmr million p90p1e in an area comprisjng 138 square miles.in the
Yew | 10 20 30 4Q |Year| cu:»qbs;; :tu '::;'n fg'f'; fg:»g -- | metropolitan San Jose area. Its principal business consists of
22| 277 37 462 334 |145.7] Net Property 308 4285 4405 | e modqcuan. purchase, storage, punﬂcgtnon, distribution,
12m3103] 278 380 433 346 |149.7] Other 437  56.1 564 | and retail sale of water. It also provides nonregulated
123104 314 Total Assels 4532 5117 5237 | water-related services under agreements with municipali-
12/31/05 ties. SIW Land owns and operates parking facilities, which
Fiscal EARNINGS PER SHARE | Full Auc‘cz';’:"ygﬁ?““-) . 22 21 | 2 located adjacent to San Jose Water’s headquarters and
Year | 1Q 20 30 4Q |Year | popipue 115 2 'y | the HP Pavilion in San Jose, California. It also owns
123101] 07 48 70 30 |1.s3 | Other 17 127 124 | commercial buildings and other undeveloped land, prima-
123102 .19 4 63 30 |1.56 | Current Liab 6 15.1 196 | rily in the metropolitan San Jose area; and a 70% limited
12131/03| 36 48 65 .34 [1.83 partnership interest in 444 West Santa Clara Street, L.P, a
12/31/04) 19 real estate limited partnership that owns and operates an
1231105 LO:Q'JEZ'::‘E" AND EQUITY office building. Has 301 employees. Chairman: Drew Gib-
Cal- | QUARTERLY DIVIDENDS PAID | Ful son. Inc.: CA. Address: 374 West Santa Clara Street, San
onder | 10 20 30  4Q |Vew Ii."go Db::t }1«}:‘. mik, Duein5Yrs.NA | Jose, CA 95196. Tel.. (408) 279-7800. Internet:
1439 mil, . ;
2001 | 205 217 207 27 [ .86 | o ding Cap. NA http://www.sjwater.com.
2002 | 23 28 23 23 |82 Losses (46% of Cap) AZ
2003 | 243 243 243 243 | .97
2004 | 255 255 Lesses, Uncaphalized Amual rentais NA July 30, 2004
Pension Liablitty None in ‘03 vs. None in '02
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN
3003 4003  10'04 | Pid Stock Noe Pid Div'd Paid None Dividends plus appreciation &s of 6/30/2004
lo By o= 25 | Common Stock 9,135,441 shaves o 3Mos. 6 Mos. 1vr, 3vrs. 5 Vrs.
54%
Hid's(000) 2250 723 2195 ( ok -1.13% 16.08% 23.60% 30.76% 47.42%
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Kentucky-American Water Company
- Case No. 2004-00103
Information Request Response to Commission Staff
Respondent: OAG Witness Dr. J. Randall Woolridge
Set I

PSC-I-18. Refer to the Direct Testimony of Dr. J. Randall Woolridge at 22 and Exhibit
JRW-7 at 1. Describe how the “Adjustment Factor” used to adjust the dividend yield was
derived.

Response:

As discussed in the testimony, according to the DCF model, the appropriate dividend yield
is obtained by multiplying the expected dividend over the coming quarter by 4, and
dividing this dividend by the current stock price. However, in practice, this procedure is
complicated because firms tend to announce changes in dividends at different times during
the year. Hence, the dividend yield computed using expected growth over the coming
quarter as opposed to the coming year can be quite different. One common approach to
dealing with this issue is to adjust the dividend yield by some fraction of the expected
growth rate.

In addition, the adjustment to the dividend yield is further complicated in the regulatory
process when the overall cost of capital is applied to a projected or end-of-future-test-year
rate base. The net effect of this application is an overstatement of the equity cost rate
estimate derived from the DCF model because both the adjusted dividend yield and the
growth component are overstated.

As a conservative approach to account for these two issues, I have adjusted the spot or
current dividend yield by ' the expected growth rate.




Kentucky-American Water Company
Case No. 2004-00103
Information Request Response to Commission Staff
Respondent: OAG Witness Dr. J. Randall Woolridge
Set I

PSC-I-19. a. State whether Dr. Woolridge is aware of the AG’s recommendation of a
return on equity (“ROE”) of 10.3 percent for a local gas distribution company in Case
No. 2004-000672 in July 2004.

b. Identify any event or occurrence since July 2004 that lowers or lessens ROE
expectations for a regulated utility.

Response:

a. Yes.

b. Whereas Dr. Woolridge has not reviewed the record of the case in question, a
return on equity of 10.3 percent as of July 2004 would appear to be excessive for a water
company. Since that time, interest rates have declined which would, all else equal, lower
the required ROE.




Kentucky-American Water Company
Case No. 2004-00103
Information Request Response to Commission Staff
Respondent: OAG Witness Dr. J. Randall Woolridge
Set I

PSC-I-20. Describe how the expectation of increasing interest rates would affect Dr.
Woolridge’s recommendations regarding the cost of equity.

Response:

If interest rates were are truly expected to rise, then such as change would be reflected in
current interest rates and therefore the current cost of equity.




