
Kentucky-American Water Company
Case No. 2004-00103

Answers of Office of Attorney General to
Commission StafPs First Set of Information Requests

1. At page 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 I(AWC 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
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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 requirernents and principles, to have any type of
pricing penalty imposed by state or local government , rcther 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 Staffs First Set of Information Requests

3. At page 9 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 Assernbly 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
(re82).

KRS 278.170 contains the express statutorymandate for the Commission with regard to
free or reduced rate service. Kenfucky-American's low-income tariff provision does not fall
within the scope of KRS 278.170, and the Company fails to identiff 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
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4. Refer to the Direct Testimony of Scott J. Rubin at 70. 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 Attomey 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
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5. At page 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.l The "tariff is not truly part of the filing of the current "ase.t
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 o'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. 3273 the Commission did, for the purposes of that
investigation, provide a definition of an economic development rate.a The Attorney

1 KAWC Response to AG 1. -1.4.
2 KAWC Response to I'SC 3 -66.
3 ln the Matter of: An Implementation of Economic Deaelopment Rates by Electric and Gas Utilities.
a Administrative Case No. 322 Order,24 September 1990, page L.

Response by the Office of the Attomey General
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General is not aware of any other economic development rate(s) falling outside of
this definition. Thus, the Attomey 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 Attomey 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) Agair_r, Kentucky-American has not proposed an economic development rate in this
case.t 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.

s KAWC Response to PSC 3 - 66.

Response by the Office of the Attorney General
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6. Refer to the Direct Testimony of Scott J. Rubin atll - 12.

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

(a) No. AWWA Manual Ml 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 Ml,
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
tlpes 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
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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 l.

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), l7
(Negotiated Contract Rates), and 18 (Economic Development Rates).

Responsible witness: Scott J. Rubin
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8. At page 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 . . .
fthen] 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 Northem Division rates.

2. After subtracting miscellaneous revenue (including the activation charge) from the
revenue requirennent, 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. If the 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 Witress Dr. J. Randall Woolridge

Set I

PSC-I-9. At page 2 of his Direct Testimony, Dr. J. Randall Woolridge states: 'oThe

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-Secu rities. htm l)

The 10-year note is the U.S. benchmark, meaning that people look to its yield as a proxy
for allU.S. interest rates. Formerly, that honor went to the 30-year bond. But reduced
issuance of 3O-year bonds has given thern scarcity value, making thern less reliable as an
indicator of how high people think interest rates should be. (3O-year bond sometimes
trades like commodities.)

Recession Telltale
(www.forbes.com/forbes/2000/1 1 1 3/661 3388a 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 1O-year
Treasury as their benchmark.

Goldman Sachs Sees 10 year note as its government debt benchmark
(www. bradvn et.com/bbs/us/1 00004-0. htm l)

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 tlpes 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-I0. 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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Kenfuclcy-American Water Company
Case No.2004-00103

Information Request Response to Commission Staff
Respondent: OAG Witness Dr. J. Randall Woolridge

Set I

PSC-I-ll. 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 riskv 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-l2. Provide a copy of J.R. Siegel, "The Shrinking Equity Risk Prernium," The
Journal of Portfulio Management (Fall1999).

Response:

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



The Shrinking Equity Prerniurn
Historical _facts ttnd -future forecasts.

JeremyJ. Siegel

JEREMY J- SIEGEL ir tht' Russcll

E. Prlnrcr lroti'si()r ot'linrrrcc .rt thc

Whrnor ' :  School  o i thc Urr ivcniq of

[)cnrrsyl1..111i.1 in l)hihde lphiir (l'A

l 9  1 t  ) + ) .

10 THE SHI{r \KrN(,  E(]UtTY pr{ i \ , l r tJu

erv conundrurtrs have caught the irnaginatitlrr of
ecorronrists rrrd practirioners as much as the
"Equity Prenrium Puzzle," the ride chosen by
Rajneesh Metrra and Edu'ard Prescott for their

senrirral 1985 article in the-lounwl ,2f Monctary Econonics.
Mehr:r and Prescott shorv thrrt thc historical return orl
stocks has becn too high in rehti<ln to the returlt on risk-
liee msets to ['re expluned by the standard econonric mod-

els of risk and return without inroking unreasonably high
levels ofrisk aveniorr.l They c:rlculate the rnarE;in by which
stocks ourpcrformed s:rfe assets - the equity prcmiun -

to be in excess of6 percelltage poirrts per vear. and clairn
that the profession is at a loss to e.xplain its nragnitude.

There have been matrv attenrpts since to explain
thc sizc of thc' equity prernium by variations of the stan-
dard finance nrodel. I shall noc enunlerate therrr hcrc, br"rt
refer readers to reviervs by Abel [1991J, Kocherlakotr

i l996l, Cochrane [19971, and Siegel and Thaler [19971.
I revie'a' here the estiruatcs of the equiry preuriutrr

dcrived frorn historical data, :rrrd offe'r sonre reasons r,r'hy

I believer that nrost of the historical data rrnderestitttate

the real return on fixed-inccnnc asscts and overesdntatc

the expected rc-turn on cquitic's. I shall also ofFer soure
rc':lsorls why, g;iven the cttrrent high lc'vel of the stock
rnarket relative to corporate t'arnings, the forw'ard-look-
ing equiry prerniunr nray be corrsiderably lower than the
historical averaqe.

REAL RETURNS ON "RISK.FREE'' ASSETS

Fronr 1lltl9 through 197tt. Mehra and Prcscott

estintate thc rcal return orl short-dated fixed-inc<lnrc
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assets (conrmercial paper until 1920 and Treasury bills
thereafter) to have been 0.8%. ln 1976 and again in 1982,
Roger lbbotson and Rex Sinquefield formall,v estimated
the real risk-free rate to be even lowcr - at zero, based
on historical data analyzed from 1926. This extremely
Iow level ofthe short-ternr real rate is by itselfpuzzling,
and has been termed the "real rate puzzle" by Weil

[19U9]. The essence of this puzzle is that, given the his-
torical grolvth of per capita income, it is surprising that
the demand to borrorv against tomorrow's higher con-
sunrption has not resulted in higher borrowing rates.

The lorv measured level of the risk-free rate nlay
in fact bc in part an artifact of the time period exalll-
ined. There is abundant evidence that the real rate both
during the nineteenth centur.v and after 1982 has been
substantially highcr. Exhibit 1, based on Siegel [1998],
indicates that over the entire period from 1802 through
1998, the real compound annual return on Tieasury bills
(or equivalent safe assets) has been 2.9%, while the teal-
ized return on long-term government bonds has bc'en
3.5%. Exhibit 2 presents the historical equiry premiunr

EXHIBTT 1
COMPOI.'ND ANIYUAL REAL RETIIRNS (%)
u.s. DATA, 1802-1998

Stock Borrds Bills Gold Inflation

1802-199ri
1802-1870
1871-1925
1926-1998
1946-1998

7.0 3.5
7.0 4.8
6.6 3.7
7 .4  2 .2
7 .8  1 .3

2.9 - { .1 1.3
5 .1  0 .2  0 .1
3.2 -{.t i 0.6
0.7 0.2 3 1
0.6 4.7 1.2

Sotrrce: Sregel [998] rrpdated

for selected timc periods tbr both bonds and bills based
on the saure data.l

The danger ofusing historical averages - even
over long periods - to make forccasts is readily illus-
trated by noting lbbotson and Sinquefieldi long-term
predictions nr:rde in 1976 and again in 1982 on the basis
of their own analysis of the historical data, In 1976, they
nrade predictions for the nverrty-five-year period fiom

FALL 1(") ' I l tL - l r  ruRNAt I  ) f  I \  rRTi()Ll(  )  \ IANA(;[ l tENT 1 1

Waterlront lnternational Ltd. is a Toronro-based financia] consuking firnr specializing
in developing computer based statisrical rrading srrategies. We seek highly motivated and
energized anal,vsts to spearhead the start-up of new porrfolios in the following areas:

Risk Arbitrage Analyst
Emllr susanbhCDwatcrint.c()m

l ix :  (416)  q t6 -+719

.Manage an international post-announce-
ment risk arbitrage portfolio.

.Analyze and monitor deal-failure risk of
individual positions.

.Design systems to analyze and manage
overalI portfolio risk.

IPO Analyst
tmail : susanbh@*atcrint.com.

tax :  (4 i6 )  956- -1719

.Manage a portfol io of IPO stock.

.Design qullitative and quantitatile sys-
tems for selecting recent [PO stocks.

Micro-Cap Analyst
llmaLl: leuw,iDu'atcnnt crrnr

tax .  ( {16)  956-471q

.lv{anage a portfolio o[ micro-cap stocks.

.Design trading systems based crn quanti-
tatire screening and qualitative analysis.

Prerequizites o[ the abovc p()srtlons:

.fwo to four-years of experience in equity

analysis
.A CFA/MBA or equivalent experience is
preferred.

.Strong wriLten. verbal and computer
skills

.Programming expertcnce is itn asset.

Resumes will be received in confidence

No telephone calls please
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EXHIBIT 2
EQUITY PREMTUMS (%, - u.s. DATA, 1802-1998

fbrmed thc'benchrrrark lbr thc risk and retLrrn cstlmates
used by both professiotral ancl acirdernic econonrists. I
trring these forecasts to light to shor.v that cvcn the fifty-
ycar history of financial retlrrr)s available to econolrusts
at that tirne uas insufficient to estin)atc future real fi-xcd-
incornc rcturns.

It is n<lt wcll understoocl n'hy the real ratc of
returns on fi-xcd-incolne Jssets was so lorv duritrg the
1926-19u0 pcriod. The bursts of un:rnticipatec{ inflation
follor.r'ing thc cnd of World War II and durirrg the 197t)s
certainly had a negativc effc'ct on the rerlized rcal retnrns
frcrnr long-tc'rru bonds. Pcrhaps rhe shift fronr a gold stalr-
dard to r paper nlonctary sturdard had a negative cffcct
on these rcll rctnrns until investors fr,rlly adjusted tcl the
inflationary bias inherent in drc rrerv nronetary stlndar.l.l

'Whatcvcr 
the rc':rsolls, the current yields on thc'

Treasurv irrflation-pnrtccted sccurities, or TIPS, tirst
issued in 1997 support thc assertion th;,rt the luture rr'al
rcturns on risk-fiee assets rvill bc substantiall-v above the
lcr,'cl csrhrrated over the Ibbotson-Sinquefield period. Tlls
is so c'l'en rvhen the estinrariug period includes the llgher
rcal rates of thc past tu.o dec:rcles. lrr Ar,rgust 1999, the
ten- and thirt)'-ycar TIPS bond vjclded 1.0'%. nearlv
trvicc thc realized rate ofreftrrn on long-dated govcrn-
nrcnt bonds ovc'r the p:lst scvcrrrv*-tive years.i

The nurket projecm rcal rcturns on risk-frec asscts
to bc substantiallv higher in the fr.rture than they have:
treen over nrost of this centurv. It is also likely that the
expected rerurlls in thr'past arc substantially g;reater th.ln
they have turned out c'x post, cspecially for longer-datc'd
sccurities. If one uses a 3.5tZu real return on fi.xed-rncorne
assets, the geonrerric equity pr:enriunr lilr a 7.0'% real stock
return falls ro 3.5')i,.

HISTORICAL EQUITY RETURNS
AND SURVTVORSHIP BIAS

The real returr) on stocks, :rs I h;n'c enrphasizet'l

[199tt1, has disprlayed r rernarkable lonq-term stabiliry
()',er the' cntirc 196-ye ar pe'ricld that I exanine, thc klng-
ternr after-inflati<>n gconrctric annnal rate of retum on
c'quitl averagesT.0'%. In the 1926-199it period, thc rc'al
return has been 7.4%, atrd since 1946 (when virtuall-v
all the thirtecnfold increase iu the constllrrer price indcx
over the past rlvo hundrecl years has taken place) the real
return on equir.v has been 7.U%. The relative stability of
long-ternr real equiry- returns is in nrarked contrast to
the unstat'rle reirl returns on fixed-incorne rssets.

Sr>nre ccononrists bc'lic'r'e the 7'% historical r.c'al

Equiry Prcmium
witb Boncls

(ieometric Anthnrttic

Equity Prcmiurn
rvith llills

Geonretric fuithrrreric

l l i(Jz- 19913
I 8()2- | n7o
t87 1 -1925
192(r- | 99ft
I 946- | 998

3 .5
2 .2
2.9
r .2
(r.5

l -

+.(J
l ) .  /
- 7 7

5 . 1
1 .9
.1.-t
6.7
7 .2

.;.5
2 .9
+ . o

{J.(r

ll. (r

Strrrree: Sregel [99t]l upctared

1976 rhnrush 2000, and in 19tt2 thc,v nrade predictions
fbr thc twerrty-yeer period fronr 19tt2 thrnugh 20t) 1.
Their filrccasts arc' shorvn in Exhibit 3. Sincc wc rlo\v
have data ftrr nrost of rhese forecasc periods, it is of intcr-
cst to usscss thcir cstiruatcs.

Thc last rvr'<r dc'crrdes have been extrcnrcly good
for trnlncial assets, so it is not surprising that lbbotson
.rnd Sinqueficld undc'restirrrate all thcir rcal re-turtrs. But
thcir nrost serious undere'scinration is for fixed-inconre
rssets. whcre thcy filrccast thc real bill rate to .rvcr:lqe
ersserrtitlly zcro and thc rcal rerurn on bonds to be less
thart 2'lu. (iivcn thc sttndard deviation of estinutcs, real-
ized arrnual rcal bond and bill returns have bccn 9.9'%
i.nd 2.9'%. respectivel.r,i siarificarrtly abovc' rheir esrintares.
Sincc' nesatiye real returns on fi-xcd-incorlre assets per-
sisted betr,veen the tq,o surveys, Ibbotson arrd Sinque-
freld rrrorc seriously underestirnirte long-ternr re:rl bill rates
in their 19t12 fbrecasts th:rn thcy did irr 1976.r

Mv purpose hcrc is not to highlight ernrrs in
lbbotson's and Sinquefield'.s past ft>recasts. Thcir anal-
vsis u'as state-ol:the-art. and thcir data have riehtly

EXHTBIT 3
LONG-TERM FORECASTS OF R.EAI RETI.IRNS _
COMPOUND ANNUAL RATES OF RETURN

Forc'ca.i! Pcn<.rd Sttx-ks Ilonds Brl.ls Inflation

le7(r-2()00 Forecrst 6.J (21.5) 1.5 (tl,(J) 0.1(1.6) 6.1(+.lJ)
Actual. l L0 5.3 2.1 l. l l

tc)U2-:001 Forecast 7.6 (21.9) 1.tt (8..1) 0.0 (-1.+) 12.8 (5.1)
Acturl '  l+.6 9.9 2.9 ,1.-1

'[)ata 
throu.sh l99fJ.

St.rndar.l deviations oflnnrral rcturns in parentheses.
Sourcc: Ibbotson and Srnquefield [976, l9tt2].

1 2  t H i .  \ H t i J \ f , t N { ;  h ( l t ' l  t \ '  l , l { f - i l | r  j } ]
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return on equities vcry likely overstates the true
expected rerurn on stocks. Thcy clainr thar usinS; the ex
post equiry rcturns in the Unitcd States to represent
returns expected b.v shareholdcrs is misleading. This is
bec:ruse no investor in the ninetccnth or early nventi-
eth cenrury could knor.v firr certain that thc LJnited Stirtes
lvould be tht' nr.est successful capitalist countrv in his-
tor.v :rnd expcrience the highcst cquity returns.

This "survivorship 
bias" hypothesis, as it has been

called, is exanrined byJorion and (loetznunn [19991 in"Global Stock Markets in the Twentieth Cenrury." Thcy
conclude that of thirry-nine equity markers that exisrccl
in 1921, none ofthenr show as high a real capital:rppre-
ciation as the United States, and nrost of them havc had
substantial disruptions in their operations or have disap-
peared altogether. They report that the rnedian real clp-
ital appreciation of non-lJ.S. nrarkets has becn onh' 0.13,%
per yeer as opposed to 1.3%t in rhe U.S.('

Buc this evidence may be rrrislcading. Toral rerurrrs
of a portfolio, especially over long pcriods of rinre, arc
a very non-linear function ofthc'rentrns ofthe individual
components. Marhematically it can lre shown that if indi-
vidual stock r!'turns are lognornral, the performancc of
the mediau stock is almost always rr,orse than the nurkct
portfolio perflornrance.-

So, it is not surprisine that rhe uredian perftrr-
nunce of individu:rl countries'uvill not nratch the "rr<>rld

porttolio" or the returns in the dorrrinant market. Jorion
and Goetznunn recolyrize rhis ncar thc encl of their study
r.l'hen they shorv that cornpound annual rc.al return on
a GDP-rveighted porcfolio of eqrrides in all countrics falls
onl;' 2tt basis points short of the U.S. return. In fact,
becanse of the real depreciation of thc d<lllar over this
tin're, the conrpclund annual dol/ar return on a GDP-
u.'eighted world is actually 30 basis poirrts /iiglrcr than thc.
rerrlrn on U.S. equitics.s

But examining intemational stock rcturns alone
does not give us a better nrcasurc ofrhe equiry preuriunr.
Thc equiry premium rneasurcs thc diferuttr betr,veen the
returns on stock and safe bonds. A.lthough stock returrrs
nray be lovrcr in foreign countrics rhan the U.S., the real
recurns <ln forr.iS;n bonds are substantiall,v lclwer. Alnrost
all disrupted nrarkets experienced sevcrc inflation, in some
instances wiping out the v:rlue of fured-incomc. assc-ts.
(One could say that the equiry- preuiuur in Germarry cov-
ering any period including che 1922-1923 hyperinfla-
tion is over 100%, sincr' the reai value of fixed-incornc
asscts fell to zero while equiries did not.)

Even invesrors w'ho purchased bonds that

pronrised precinus nrr"ills or foreigr currr'ncv e-xperienced
significant defaults. It is trry belicfthat if one rrscs a world
portftrlio of scocks and tronds, thc cquity prcrnirrrrr u'ill
turn out hrgher, not lorvcr, than ftrund in the [J.S."

TRANSACTION COSTS
AND DryERSIFICATION

I believe th;rt7 .(\"/u per yerr docs approximatc the
long-ternr real renrrn on ccpriw inrlcxes. But thc'r'cttrrn
on equity irtdc.r'c-. does not neccssarilv represcrlt thc rc,l/-
i;ed returrt to the equityholdcr. There arc t\\,o rc.Asolts
for this: transacdon costs and the hck of diversification. l"

Mutual tunds an.-l. nrore re('cntl1'. lovu'-cost
"index funcls" rvere not availablc to inveslors ofthc nine-
teendr <-rr carly tw'entieth centurv. Prior to 1975, bro-
kcragr- conrruissions on bu,ving and scllins inclividual
stocks wcre fixed by the Ne'uv York Stc'rck E-xch:inge. lncl
rvere snbstanrially higher than toda,v. This nrade the acclr-
rnulation and maintenance of l fully dir,'ersiiied portfb-
lio of stocks quire costl,v:

The advcnt of mntual tunds has strbstantiallv klrv-
crccl the cost of nraintainirrg a cliversificd portfolio. And
the cost of invesring in murual iunds has declined ovcr
the last sevcral decades. Rea and Reid [1991t] rcport a
decliue of 76 basis points (iiom 225 to 1.19) in the lver-
agc arlrual fee for equiw rrrunr:rl fturds fionr 1980 to 1997
(sce' ilso Bogle [999, p. (r9]). Inclex funds rvith a cc>st
of lcss than 20 b:rsis points pcr ,vear arr' nou' rvailable to
small investors.

Furthernrore, tht risk expcric'uced try investors
unable to fully diversity their pordblios nrade the risk-
return lrrdL'-off less desir:rblc than th:tt cirlcuhted lionr
stock indexes- On a risk-:rdjusted brsis, ;r icss-th:ur-lirlly
diversified portf<llio has a lor,ver expccted rcnlrn than the
total ruarket.

Givcn trans;rction costs .urcl rnadcquate diversifi-
cation, I assurue that cquiry investors c'xperienccd rc'al
retllrns rnore in the neighborhood of 5iZ, to (r'% over ruost
of the nineteenth aud trt'entieth celltrlry rathcr tharr the
7% c;rlculated fronr indexcs. Assunrins a 3.5% real return
on bonds, thc' historical equity prcuriunr nray bc mote
like 1.5 to 2.5 percentage points, r:rthcr than the 6.0 per-
centage points rccordcd by Mehra and Prescott.

PROJECTING FUTURE EQUITY RETURNS

Future stock returus should not bc vicu'c'd inde-
pendeutly of currcrrt fi.rnclrrrnerrtals, since thc pricc of
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stocks is the present discounted value of all e-xpected
future cash flows. Earnings are the source of rhese 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, thc S&P 500
stock index is 1.327 , and the mean 1999 estimate for oper-
ating earnings of the S&P 500 stock index offifteen ana-
lysts polled by Bloomberg Nervs is 648.47.t1 This lelds
a current P-E ratio on the market of 27.4. But due to
the increased nunrbcr of write-ofB and other special
charges taken bv managcmcnt over the last several years,
operating earnings have exceeded total earninp by 10%
ro 15o/o.12 On the basis of- reported earnings, which is
what most hisrorical series reporc (including Shillcr's), the
P-E rado of the nurket is currently about 32.11

There are rwo long-term consequences of the
high level of stock prices relative to fundamentzrls. Either
1) future stock returns are going to be lower than his-
torical averages, or 2) earninp (and hence other funda-
trrentals 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 concinually without bound,
is ruled out since this rvould cause an unstable bubble
in stock prices that must burst.

If future dividends €irow no faster than they have
in the past, forward-looking real stock returns r.r'ill be
lower than the 7'% historical avera€le. As is wrll known
from the dividend discount model, the rate of return on
stocks can be calculated bi'adding the current dividend
yield to the expected rate of growth of furure dividends.
The current dividend yield on the S&P 500 index is
1.2%. Since 1il7l , the grorvth of real per share dividends
on the index has been 1.-ill0, but since 1946, due in part
to a hieher reinvestnrent rate, growrh has risen to 2.1Vo.
If we assume future grorvth of real per share dividends
t<r be closc to the nrost recent average of 2.7"/o, r.l'e obtain
a 3.3''/o real return on equities, less than one-half the his-
torical average.

A second rnethod of calcularing future real renrrns
yields a sinrilar figure. Ifthe rate ofreturn on capital equals
the return inv'estors require on stocks, the earnings yicltl,
or the reciprocal of the price-earninp ratio, equals the
forward-looking real long-term rerurrn on equiry (see
Phillips [1999] for a more formal developrnent of this
proposition). Long-term data support this contention; a
14 price-to-earninp ratio corresponds to a 7.lt.h earn-
inpp yield, which approxrmates the long-term real rerurn
on equities. The current P-E ratio on the S&P 500 stock

14 r l  l [  \ l , l {  INKIN(; f :QUl rY l ) l t l iMltJ iV

index is between 27 to 32, dcpcnding on rvhether total
or operating earnings lre considered. This indicates a cur-
rent earning yield, and hence a future long-term and
real rerurn, of betu'ecn 3.1'% to 3.7(% on equities.

One way to cxplain thesc'projected lower futrrre
equir_v returns is that investors are bidding up thc' price
ofstock to higher levels as the favorable historical data
about rhe risk and returns in the equiry market becorne
incorporated into in'estor decisions.la Lorver transac-
tion costs furthcr enable investors to assemblc diversi-
fied portfolios of stocks to takc advantage of these
returns, The desirabiliry of stocks may be further rein-
forced by the perception that the business cvclc has
beconre less severe ovcr time and has reduced the inher-
ent risk in eqrrit ies.fi

If these factors are the causc of the currerrt bull
markct, then the revaluation of equiry prices is a one-
time adjustnrent. This means that hrture expccted equiry
returns should be lorver, not higher, than in the past. Dtrr-
ing this period of upward price adjustment, hou'ever,
equiry returns will be higher tlan average, increasing the
historical nreasured rc'turns in the cquiry ruarket.

This divergence between increased historical
returns and lorver future retunrs could set the stagc for
some significant investor disappointment, as survey evi-
dence suggests that many investors expect future returns
ro be highea noc lowe! than in the past (see "PaineWcb-

ber Index of Investor Optirrrisnr" [1999]).

SOURCES OF FASTER EARNINGS GROWTH

Although the irrcreased rccognition of the risks
and returns to equiry nray be part of the explanation for
the bull market in stocks, there must be other reasons.
This is because the fonvard-lookrng rates of return $'e
derive for equities fall below the current 4.0% yield on
infladon-protected governrnent bonds. Although one
could debate whether in the long run stocks ar nominal
bonds are riskier in real terrns, therc should be no doubt
that thc infladon-protected bonds are safer than equities
and should have a lorver expected return,

Hence, sonre part of the current bull nrarket in
stocks must be due to the expectations that future earn-
ingr (and dividend) grow'th u'ill be sitr;nificantly above
the historical average. Optirnists frequendy cite hig;her
growth of real oucput :rnd enhiurced producriviry, enableti
by the technological and cclnurtunications revolution, as

the source of this higher grorvth. Yet the long-ruu rela-
tion between the grort'th of real output urd per shtve earn-

FAIL  te i r i
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ingi; grorvth is quite rveak on both theorerical and empir-
ical grounds. Per share earningp grorvth has beerr pri-
rnarilv determined by the reinvestnrc'nt rate of the firnr,
or the earnin5 yield nrinus the dividencl yield, not rhe
rate of output growth. lr'

The reason why output growth does not lactor
into per share earnings growth is that new shares nrust
be issued (or debt floated) to cover the expansicln ofpro-
duccive rechn<lklgy needed to increasc ourpur. C)r,.er the
long run, the rerurns to tcchnological pr<rgress havc gone
to u'orkers in the fornr of higher real wages, rvhile the
return per unit of capital has remaincd essentially
unchanged. Real output grolr,rh could spur growth in
per share earninp only if ir rvcrc "capital-enhancing,"

in the growth rerminologli which is conrrary to the
labor-augnr.cnting and rvap3e-enhancing technological
change that has marked the historical data (see Diamond

[19991 for a discussion of gror.r'th and real rerurn/-
But there are factors that rrury contribute ro highc-r

furure earnines grorvth of U.S. corporadons, at least tem-
porarily. The United Sutes has ernerged as the leader in
the fastest-growing; se€frnenrs of the rvorld econonry:
technology, cornmunications. pharmaceuticals, and,
rnost recently. the Inrernet and Interner technology. Fur-
thernrore, the penetracion of U.S. brand nanres snch as
Coca-Cola, Procter & (lamblc, Disncy, Nike, and oth-
ers into the global econonty can lead ro temporarily
higher profit grorvrh for U.S. tirrns.

Nonetheless, the level of corporate earning would
have to double to bring the P-E rario down tcl the long-
tcrnr average, or to increase by 50% to bring the P-E
ratio dorvn to 20. A 20 price-to-earninp yield corre-
sponds to a5'% earnings yield or a 5'% real return, a rcftlrn
that I believc approinrates realized historical equiry
returns after transaction costs are subtracted. For per sharc
earninss to temporarily grow to a level 50% above the
long-terrn trend is clearly possible in a world econon]y
rvhere the U.S. plays a donrinant role, but ir is by no
nreans certain.

CONCLUSION

The degree ofthe equity prenrir.rrn calculatcd 6nlm
data estimated fronr i926 is trnlikely to persist in the
future. The rcal return on fixcd-income assets is likely
to be sigrrificantly higher than that estirnated on earlier
data. This is confirnted by the yields available on Tre'a-
sury inflation-linked securities, which currently exceed

:^: ,,:,""ttt"rore' 

despite thc acceleration in earnirtgs
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growrh, the retrrrn on equities n likely to fall fronr irs
historical level due to the verv high level ofequiry prices
relative to fundarncntals. l7

All of this nrakes it very surprising that lvo Welch

[19991 in a survey ofover 200 acade'nric econonrists finds
that rnost estimate the cquiry premiunr at 5 to 6 per-
cenLllle points over the next thirty ye:rrs. Such a prenriruu
u'ould require a9(% to ll'/o real return on stocks. given
the currcnt real yield on Treasury inflarion-indexed secu-
ricies. This ruearrs that real per share dividcnds would have
to grow by nearly tJ.O% to 9.0?6 per year, givc.n the cur-
rcnt l.2o/o dividend yield, to prevcnt the P-E rano tiom
rising flrther frorn is crlrrL'nt rccord levels. This grorvth
rate is rnore than slx times the growth rate of real divi-
dends sincc 1871 and nrore than triple their grorvrh rare
since the cnd of World \!hr II.

tJnless there is a subscantial increase in the pro-
ducriviry of capital, dividend grov"'rh of this magnirude
would nrean an ever-incrcesing sharc of national income
going to profits. This by itsell'nright cause polirical ram-
ificacions that could be neg:rtive for shareholders.

ENDNOTES

Thrs anrc:le is irdapted &orn l paper delivered ar the UCLA

Conference. "The 
Hquiry Prcmium and Stock Market Valurtions."

and a Princcton Center for Ecr>noruc Policy Studres Coni-erence.
"What's 

Up with the Stock Market?" both hclcl in Ma1' 1999. The

luthor thanks panrcipants rn these seruinars and particularll'Jay Rit-

ter, Roben Shiller, and Peter L. Bemstein lbr rheir conunents.
IA Grv econornists believe these high levels ofnsk aver-

sion are not unreasonable; see. e.9., Kandt'l and Starnbaugh [991].
lln rhe capital asset pricing model, equiw risk prcnriuus

are denved from the lntJrnri'rrr and not gcolrreric returns. Corrrpound
rnnr,ral gcomerric rcturns are drrrost rrnivenally usetl rn characteriz-
ina long-tenn returns.

rTheir rvildl,v high 12.8%' long-ternr inflation r'srirnatc tn
1982 is dcrived by subtr;rctrng thr'u lorv historical real -r'ield &orn the

high nonrinal bond rate. This overprediction has no r'ffcct on their

estirnated z'rrl returns.
rBut real rat!.s on shtt-tliltil bonds, fbr rvhir'h umntici-

prted inflation should have beerr less irnportant, rvcrc also cxtremely
lorv berw-een 1926 and 1980
' iI an vcry persuadetl by tht' rcsearch of Canrpbell and
Viceira [998], who argue thet in a rntrltipenod rvorld the propc.r
risk-6ee asset is an inflation-intlcxc-d arurtriry* rlther than the shon-
datcd Trt'asury bill. Thrs conclrrsion cornes frorn interte'rnporal rnod-
els rvhcre agents desire to hcdge against unanticipared changes in the
real rate ofinterest. Tht' cluradon ofsrrch rn indexed annuitv is closely
approxrmatt'd by the tcn-year iuflation-inde-red bonds.

bThey rre unrblc to constnlct divrden.l series for most for-
eign countnes, but thr'y rnake.r not-unreasonablc assumpnon that
drvidend ,r'ields rn the U.S. urere at least as hish as abroad.
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Inrrritivcl_v, thc retunt of the $'innen rnorc thln cor.n-
pcnsJtcs for the lo* er returns of the rnorc numerous losen.

-Furthcnnort', the doller return on rhe lilrergn portfolicr
is rnuch better rncasrrred rh.rn tht' real return. fhesc'drta lre raken
liorn-forion rnd (;or'tzrnann ['/91], Tablcs VI and VlI.

" l o avoid rhc probL-rns u.irh defaulr. gold is consideretl
the "risk-frcc" altcrnarivc in rn:rny countries. But eold's long-tenn
real returrrs.rre neq;rcive in thc U.S. even before onc considcrs stor-
agc .rnd instrrancr' costs. And preciotrs rncrels are flrr from risk-frcc'
in real tenls. 

'l 'hc 
rcal rcrum on gold srnce 1982 has been a ncga-

tive 7'.l,i per vr.ar.
"'l abstract frorn taxes, rvhrch rcdlrce the return on both

boncls and stocks.
r''fhese data rvcrc taken tiom the Bloornbcrs tenninal on

Augr.rsr 16, 1999.
IrFrorn 197() throrrgh l989, operating tirrninqs exceeded

reponed c'nrrungs by an aver:rge of 2.29'1,. Since 1990, the lveragr'
h:rs been 12.93')/;'.

r"Iherc arc other lacton that drst<ln reported earninpp,
sorne upulrd (undt'rre.pornng r)ptlon costs: see Murra.v, Smithen,
ancl Ernerson [998]) and sorut dt>rvnward (overeqrensing R&D;
see Nak.rurura [19991). No clerr bi.rs is evident.

I r'l 'his is particrrlarly tnre on a long-tenu, ;rfter-infladon
brsis.  See Siegel  !998,  Chaptcr  21.

liBcrnstcin 
[998] has enrphasized the rolc of t:conornic

strrbilitv in \tock valuation. Als<, see Ztrnowitz !9991 and Rorner

[999]. Otht'r rc'asons qiven lbr rhe high price of equitics rclv on
clernogrirplic tlctors, specilicall,v the accutnulaiions <>f "hab_v

hoomen." l fus should, hou'c'ver, reduce both stock and hontl rc.ttrrrrs,
vct wc scc rcal bond retums as high if noc highcr thrn historicall;'.

l 'Frorn ltlTl to l99ll, thr. gros'th ofreal per share earn-
inss is onll' 1.7'Ii per vcar, sliglrtlv less tlun obtained hy subtract-
ins the rneclian divrdend .vield of 4.tlifi, from thc rnedirn crrninss
vieltl of 7.2'-,i '.

l-'fhjs should not bc consrrued as prc.dicting that cquiry
pricr's need tall significantly, or that thc expected returns rrn crlui-
tics .rre not hiuher, even at cuncnt lcvcls, than those on fi-recl-rncorne
tn\:cstluents.
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Kentucky-American Water Company
Case No.2004-00f03

Information Request Response to Commission Staff
Respondent: OAG Witress Dr. J. Randall Woolridge

Set I

PSC-I-13. Refer to the Direct Testimony of Dr. J. Randall Woolridge at7 * 8 and Exhibit
JRW-3.
a. Provide August 2004report 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 goup.
c. Explain why Dr. Woolridge did not use a lower percentage of water revenues of total
revenues as a criterion for selecting his comparison goup.
d. State Kenfucky-American's percentage of total revenues derived from water sales.

ResDonse:

a. The requested document is attached as PSC-I-l3A

b. The intention of the water revenue screen is to identifu 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 I - 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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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-l4. Provide a copy of James M. McTaggart, "The Ultimate Poison Pill: Closing
the Value Gup," Commentary (Spring 1988).

Resoonse:

The requested article is included as attachment PSC-I-I4A.



The Ultimate Poison Pill:
Closing the Value Gap

lantes M, MtTaggart, Chairman & Chief Executiue 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 cliversified companies are not
being managecl 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 

Bap," is so large for some companies
that substantial profits can be made even after premiums of 3& 50o/o are
paid to acquire control, This perception, conrbined with a flood of in-
stitutional money into iunk bonds and LBO funds. has produced the
takeover entrepreneur, who can now entice or threaten all but the very
Iargest corporations,

Can it be true? Is the value gap of sufficient size to make a large number
of diversified companies atfractive 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 rnanage-
ment shortcomings that we believe account for most of the gap between
actual and potential market values:

A tendency to invest far too much capital in unprofitable businesses

Poor balance sheet management, and

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.

1 )

2)

3)
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Exhibit 7: Prolitability ol Doro lanes Industrials - lune 1"986

Market-
to-Book
Ratio 5.0

ALD All ied Corp.
AA Aluminum Co. of Am,
AC Anrerican Can
AXP American Express
T American Telephone
BX Bethlehem Steel
CHV Chevron
DD DuPoni
EK Eastman Kodak
XON Exxon Corp.
GE General Electric
GM General Motors
GT Goodyear Tire
IBM lnt'I. Business lvlachines
N Inco Limitcd

9Vc. 12?o 76Vu n%'

Forecast ROE Less Cosl of Equitv

lP Int'I. Paper
trtcD McDonald's Corp.
)viRK lVterck & Co.
MlvlM lvlirrnemla N{ining
MO I'hilip Morri.s
Ol Orvens-ll l inois
PC Proctor & Garnble
5 Sears, Roebuck
TX Texaco, lnc.
UK Union Carbide
X U.S. Steel
UTX UnitedTechnologies
WX Westinghouse
ZZ tVoolworth (F,W.)
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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-ItOE 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 rvill 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 Dorv

Jones Indusrrials, 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 grorvth rate
of a profitable business increases, its market-to-book ratio rises. For an
unprofitable business, increasing grorvth 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 profitabitity of a business is, in turn, determined
by economic forces affecting supply and demand in its product rnarkets,
its competitive position, and the effectiveness of its strategy. The interac-
tion of constantly changing economic forces and competitive strategies
produces a wide varialion in both industry and company profitability,
as can be seen in Exhibits II and IlL Understanding how industrv 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 II: Profitability of 1.4 U,S. Industries - Spring 1.986

Market-
to-Book
Ralio 3.5

3.0

2.5

1.5

1 .0

.5

Exhibit III: Profitability of Pnper and Forest
Praducts Compnnies - Spring 7986
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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 managernent 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 lor'r'-return businesses to invest too much capital, a
process that can actually produce businesses with negative market
values. The second is rvhen management allorvs or causes high-return
businesses to underinvest, which if prolonged usually results in a loss of
competitive position and declining returns. ln both instances, the busi-
ness unit market values are significantly lower than they otherwise
rvould be. This tenciency to rnisallocate capital by allorving 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 807o of
book value. lts portfolio contained five profitable and four unprofitable
businesses. The operating value of each unprofitable business, based on
the prevailing strategies, was less than SAoh of its book value. All told, the
four operating values summed to $115 million, versus a combined book
value exceeding $300 million.

The most unprofitable business, machinery, was actually worth a nega-
tive $i2 miJlion; 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 spencling 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 (fronr 87o to 12Vo), 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 econonrics and profitability
relative to conrpetitors, rve concluded that by changing strategy at each
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Exhibit IV: Prafitability of Conpnnq Portfolio

Forecasl ROE l-ess Cost of Equity
Circlc $ize = Equity Investment

of the four businesses to emphasize profitability rather than gron'th, their
combined market values could be increased by at least $150 million
within two years. In otlrer rvords, tlre current value gap caused by over-
investing in four unprofitable businesses was $120 million, or 4Aolo of the
company's market value.*

As a general rule, strategy changes at the business unit level emanating
from irnproved capital allocation can enhance market values by any-
where from 20-100% within a ferv 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 rnanagement, 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 nrore
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 mrchinery business was subsequently sold in a lcveraged buyout for
book value and has sincc prorpered.

5 i . i
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taxable securities, it is worth less than its face value, Redeploying excess
cash by repurchasing shares, for exampile, geneiates 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 rnore 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 occur.

On the liability side, value can be creatd for equity holders by increasing
financial leverage up to a point. l'his, of course, is one of the sources of
value that LBOs hav'e utilized to recapture purchase price premiurns. The
source of the value creation is the tax saving due to the deductibility of
interest. As a mle of thumb, each dollar of new debt should increase the
firm's equity value by 2Aa5 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,lvhich 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 rnagnitude of the opportunity to increase returns through improved
balance sheet management will, of course, depend on the amount of
nonproductive assets on the cornpany's books and its capacity to borrow.
In the case of Gulf Oil, we estimated that redeployment of over $1 billion
of excess cash and full utilization of the company's debt capacity would
have produced a 20-257o increase in the rnarket value of Gulfs stock.
Focused efforts to reduce underperforrning assets and improve liability
management can result in increases to shareholder value of up to 50%.

lVith 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 accurnulation of overhead through-
out most cornpanies occurs for a variety of reasons. As companies grow,
they face the continuing problern of how to decentralize operating re-
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sponsibility while maintaining sorne centralized control. In many in-
stances, the result is duplication of support functions at corporate, grouP.
and business unit levels, such as accounting, personnel, and planning, In
addition, the overriding objective of most people managing the support
functions is to rnaximize 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" rafio
that is much lower than it should be,

The impact of noneconomic overhead on value can be staggering.
For example, the overhead at Beakice Corp.was estimated at roughly
$150 million annually, or 1.37o of its $12 billion in sales" By contrast,
Esmark, at roughly $5 billion in sales, was spending only $25 million on
overhead functions, less than 0.5%.lf Beatrice could have managed down
its overhead to $50 million, the resulting $100 million in pretax earnings
rvould have createcl roughly $1 billion of shareholder value. This repre-
sents nearly 30o/o af Beatrice's preacquisition market value and 7A?o of the
premium paid to acquire control of the company. This rneans 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

Lr the current environment, with takeover financing readily available,
no company can run for long with a large perceived gap between
acfual 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
posifion, and profitability. Business unit managers cannot be expected to

E i g h l
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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 directty 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 a$set 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 rvell, a diversifiecl company could be worth more than just
the sum of its busine..*s 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 I

PSC-I-l5. Refer to the Direct Testimony of Dr. J. Randall Woolridge at 18. Describe
Kentucky-American's position within the Three-Stage DCF Model.

ResDonse:

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

t3,ffi;l,LTHil'ff:3,"3';J:#ffi 'Si:l-fi r
Set I

16. Refer to the Direct Testimony of Dr. J. Randall Woolridge at20 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 Witress Dr. J. Randall Woolridge

Set I

PSC-I-l7. 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
andprojected EPS data) are as ofthe end ofJuly,2003

b. See attachment PSC-I-I7A

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 o'Results of Operations - 2003 Compared to 2002"

For the year ended December 3l, 2003, the Company's consolidated net income was
$L25 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 $.52 for the twelve months ended
December 3I , 2003, a 5.46 per share decrease from last year. This decrease in
consolidated net income was due to, among other things, approximately SI.l l million in
expenses incurred during 2003 relating to the terminated rnerger with PSC, the pending
regulatory investigations and the eminent domain issue with the City as discussed herein.
Excluding the ffict of those expenses in 2003 and 2002, consolidated net income was
82.02 million, or $.84 per share and 53.53 million, or $1.48 per share, respectively.
Further contributing to this decrease in net income was an 8.7ok 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
Scale

Total operating revenues

Operating income (loss)

Total interest charges

Net income
Weighted average shares outstanding-
diluted

Year end shares outstanding
Net earnings (loss) per common share-
basic
Net earnings (loss) per common share-
diluted

Dividends oer common share

As Reported Annual Balance Sheet
Scale

Net utility plant

Totalassets

Total common shareholders' equity

Long-term debt

Long-term debt - current

Long-term debt net of current

Notes payable to banks

Total current liabilities

Total capitalization

Aqua America lnc (NYS: WTR)

As Reported Annual Income Statement
Scale

Operating revenues

Operating income (loss)

12t31t2003
Thousands

212,669

33,605

18,070

11,892

15,227

15,212.28

0.78

0.78

0.884

12t31t2003
Thousands

602,298

757,475

212,487

229,799

820

228,979

56,000

95,898

442,286

12t31t2003
Thousands

367,233

153,561

12t31t2002
Thousands

209,205

37,648

17,699

20,339

15,157

15,180.84

,1.34

1.34

0.872

12t31t2002
Thousands

563,311

701,650

213,279

231,089

13,305

217,784

35,000

79,520

444,368

12t31t2002
Thousands

322,028

140,504

12t31t2001 12t31t2000
Thousands Thousands

197,514

36,692

15,735

20,447

15,256.50

15,119.44

1.3467

1.3333

0.8667

12t31t2001
Thousands

539,842

683,764

199,982

245,692

800

244,892

20,000

63,636

447,554

307,280

134,340

183,960

32,307

14,122

18,086

14,1  16 .50

15,113.44

1.28

1.2733

0.8567

12t3112000
Thousands

509,096

616,646

192,723

176,452

735

175,717

45,000

80,217

371,095

275,538

1 1 8 , 3 1 3

12t31t2001 1213112000
Thousands Thousands



Interest expense, net

Net income (loss)
Weighted average shares outstanding -
diluted

Year end shares outstanding

Net income (loss) per share-basic

Net income (loss) per share-diluted

Dividends Der common share
Net income (loss)
Retained earnings
Year end shares

As Reported Annual Balance Sheet
Scale

Net property, plant & equipment

Totalassets

Total stockholders' equity

Total longterm debt

Current portion of long-term debt

Long-term debt, excluding current portion

Total capitalization

Note payable

Total current liabilities

California Water Service Grou

As Reported Annual lncome Statement
Scale

Operating revenue

Net operating income

Net interest expense

Net income
Weighted average shares outstanding-
diluted

67
210,915 180,047

92.589.04 84.895.54

44,662

70,795

89,244

92,589.04

0.8

0.79

0.46

12i31t2003
Thousands

1,824,291

2,069,736

659,030

736,052

39,386

696,666

2,131,134

960

232,001

40,396

67,206

86,538.75

84,895.54

0.784

0.776

0.432

1213112002
Thousands

1,486,703

1,717,069

493,097

6't7,175

34,265

582,910

1,727,447

978

226,531

39,859

6 0 , 1 1 1

85,943.75

85,483.09

0.704

0.696

0.4
6 0 , 1 1 1

149,682
483.09

12t31t2001
Thousands

1,368,115

1,560,339

473,833

516,520

990,353

202,635

(DE) (United States) (NYS: CWT)

12t31t2003
Thousands

277,128

30,234

17,517

19,417

15,893

12t3112002
Thousands

263,151

30,297

16,841

19,073

1 5 , 1 8 5

12t31t2001
Thousands

246,820

25,151

16,029

14,965

15,285

40,360

52,890

81,767 .19

83,868.63

0.6528

0.6464

0.3757

123,911
83,868.63

12t31t2000
Thousands

1,251,427

1,414,010

432,347

484,712

15,943

468,769

1 ,401,771

12,000

173,183

12t3'112000
Thousands

244,806

33,196

14,646

19,963

15,173



Year end shares outstanding

Net earnings (loss) per share-basic

Net earnings (loss) per share-diluted

Dividend declared

As Reported Annual Balance Sheet
Scale

Net utility plant

Totalassets

Total common shareholders' equity

Long-term debt, less current maturities

Total capitalization

Total current liabilities

SJW Corp. (ASE: SJW)

As Reported Annual Income Statement
Scale

Operating revenue

Operating income

Interest on long-term debt

Net income

Year end shares outstanding

Net earnings per share-basic

Dividends oer common share
Net income
Retained earnings
Year end shares

As Reported Annual Balance Sheet
Scale

Net utility plant

Total assets

16,932

1 . 2 1

1 . 2 1

1.125

12t31t2003
Thousands

759,498

873,035

244,524

272,226

520,225

63,564

12t31t2003
Thousands

149,732

22,954

8,471

18,677

9,135.44

2.04

0.97

138,058
9,135.M

12t31t2003
Thousands

408,724

511,717

15,182

1 . 2 5

1.25

1 . 1 2

12J31t2002
Thousands

696,988

800,582

199,217

250,365

453,057

9't,541

12t31t2002
Thousands

145,652

20,558

7,803

14,232

9,135.44

1.5567

0.92

128,242
9,135.44

12t31t2002
Thousands

380,343

453,223

15,182

0.98

0.97

1 . 1 1 5

12t31t2001
Thousands

624,342

710,214

196,619

202,600

402,694

78,989

12t31t2001
Thousands

136,083

19,827

6,737

14,017

9,135.44

1.5333

0.86
14,017

122,415
135.44

12t31t2001
Thousands

357,506

431,017

15,146

1 . 3 1

1 . 3 1

1 . 1

12t31t2000
Thousands

582,008

666,605

198,834

187,098

389,407

63,736

12t31t2000
Thousands

123,157

17,925

6,434

10,665

9,135.44

1.1667

0.82
10,665

116,232
9,135.44

12t31t2000
Thousands

323,496

391,930



Averages for Large Water Companies

As Reported Annual Income Statement
Scale

Total stockholders' equity

Long-term debt

Total capitalization

Total current liabilities

Operating revenue

Operating income

lnterest Expense

Net income

Year end shares outstanding

Net earnings per share-basic

Dividends Der common share

As Reported Annual Balance Sheet
Scale

Net utility plant

Totalassets

Total stockholders' equity

Long-term debt

Total capitalization

Total current liabilities

Galculations

AWR - ROA

WTR. ROA

12t31t2003 12t31t2002 12t31t2001 1213'112000

166,368

139,614

305,982

15,076

153,499

110,000

263,499

23,600

12t3112002
Thousands

235,009

57,252

20,685

30,213

31,098.45

1.232675

0.84

12t31t2002
Thousands

781,836

9 1 8 , 1 3 1

264,773

357,851

722,093

105,298

2.899o/o

3.914o/o

149,354

110,000

259,354

24,159

12t31t2001
Thousands

221,924

54,003

19,590

27,385

31,229.99

't.141

0.81

12t31t2001
Thousands

722,451

846,334

254,947

330,380

524,989

92,355

2.990o/o

3.852Yo

144,325

90,000

234,325

26,742

12t31t2000
Thousands

206,865

50,435

18,891

25,401

30,815.88

1.102375

0.79

12t31t2000
Thousands

666;507

772,298

242,057

288,770

599,150

85,970

2.933o/o

3.740o/o

12t31t2003
Thousands

251,691

60,089

22,180

30,195

33,467.19

1.2075

0.86

12t31t2003
Thousands

898,703

1,052,991

320,602

401,649

849,907

101,635

1.570o/o

3.420o/o



CWT - ROA

SJW - ROA

AWR - ROE

WTR - ROE

CWT - ROE

SJW - ROE

AWR - Profin Margin

WTR - Profin Margin

CWT - Profin Margin

SJW - Profin

AWR - Interest Coverage

WTR - Interest Coverage

CWT - Interest Coverage

SJW - Interest

Growth Rates

2.2240/o

3.650%

2.7160/o

5.597o/o

10.742o/o

7.941o/o

11.2260/0

5.592o/o

19.278o/o

7.OO7o/o

12.4740/o

1.860

3.438

1.726

2.710

2.433

3 Year

2.382o/o

3.140o/o

3.084o/o

9.536%

13.6290/0

9.574o/o

9.272%

10.503%

9.722o/o

20.870%

7.248o/o

9.771o/o

2. '127

3.478

1.799

2.635

2.510

5 Year

2.107o/o

3.252o/o

3.050%

10.224%

12.6860/o

7.611%

9.385%

9.977o/o

10.352o/o

19.5620/,

6.063%

10.300%

2.332

3.370

1.569

2.943

2.554

10 Year

2.995o/o

2.721o/o

3.097o/o

9.384%

12.233o/o

10.040%

7.390%

9.7620/o

9.831%

19.195o/o

8.155%

8.660%

2.288

2.931

2.267

2.786

2.568

8.8760/o

11.087o/o 11.903% 11.569% 11.4600/o

AWR - Sales

WTR - Sales

CWT - Sales

SJW - Sales

4.953o/o

10.049o/o

4.220Vo

6.730%

7.511o/o

19.4560/o

8.269%

7,150Yo

6.9610/o

13.752o/o

6.210o/o

4.6500/o

5.841o/o 7.890o/o 6.



AWR - EPS

WTR - EPS

CWT - EPS

SJW - EPS

-15.0710

6.916%

-2.612%

20.473o/o

-6.301%

8.417o/o

-3.554o/o

3 .919%

-3.438o/o

6.314%

-1.089%

5.333%

5.8410A 3.919% 5.333%

AWR - DPS

WTR - DPS

CWT - DPS

SJW - DPS

1.051o/o

6.981%

0.752o/o

5.805%

1.026%

6.'�|190/o

1.008%

4.380%

1.003%

2.851%

1.599%

3.072%

5.805% 3.919% 2.8510/0

AWR - BVPS

WTR - BVPS

CWT - BVPS

SJW. BVPS

0.733o/o

11.778o/o

5.495o/o

4.852o/o

3.996%

11.3610/o

2.838o/o

3.8670/o

3.453o/o

5.7760/0

0.958%

5.587o/o

5.4950/0 3.919% 3.4530/0



12t31t1999
Thousands

12t31t1998
Thousands

12t31t1997
Thousands

12t31t1996
Thousands

12t3111995 12131t1994
Thousands Thousands

173,421

28,514

-12,945

1 6 , 1 0 1

13,436.51

1 . 1 9 3 3

0.8533

148,060

25,061

-11,207

14,623

13,437

1.08

0.84

153,755

23,458

-10,157

14,059

13,437

1.04

0.83

151,529

23,429

-10,500

13,460

13,329

1.1267

0.82

129,813

21,388

-9,559

12,165

11,767 .50

1.0267

0.8067

122,675

18,930

-7,828

1 1 , 3 3 8

11,767.50

0.9533

0.8

12t31t1999
Thousands

12t31t1998
Thousands

12t31t1997
Thousands

12t31t1996
Thousands

12t31t1995
Thousands

12t31t1994
Thousands

449,595

533,181

158,846

167,363

340

167,023

21,OOO

54,965

328,169

414,753

484,671

154,299

120,809

260

120,549

38,000

63,768

277j08

383,623

457,O74

151,053

115,286

231

115,055

26,000

56,180

268,379

357,776

430,922

146,766

107,190

482

106,708

16,000

44,688

256,036

334,968

406,255

121,576

107,455

15,624

91,831

8,500

46,541

231,151

314,879

383,627

118,962

92,891

4,624

88,267

19,500

46,596

214,013

12t31t1999
Thousands

12t31t1998
Thousands

12t31t1997
Thousands

12t31t1996
Thousands

12t31t1995 12t3111994
Thousands Thousands

257,326

101,045

150,977

66,679

136,171

56,799

122,503

49,290

'117,O44

46,109

108,636

40,845



33,698

36,384

80,673.83

80,102.75

0.4557

0.4506

0.3584

18,976

28,819

54,445.31

54,154.30

0.5325

0.5274

0.3418

17,890

23,188

51,314.45

53,712.89

0.4557

0.4506

0.3039

1 5 , 3 1 1

20,743

36,984.38

0.5581

0.4045

14,852

18,400

35,710.94

0.5222

0.3891

12,896

15,638

33,625

0.4608

0.3758
36,384

101,533
28,819
66,447

23,188
56,136

20,743
49,272

36,984.38

18,400
43,345

35,710.94

15,638
38,491
33,62580,102.75 54,154.30 53,712.89

12t31t1999 12t31t1998 12t31t1997
Thousands Thousands Thousands

12t31t1996
Thousands

12t31t1995 12t3111994
Thousands Thousands

1,135,364

1,280,805

368,901

425,946

12,194

413,752

1,220,793

9,200

'183,813

609,808

701,450

234,759

264,278

2,452

261,826

763,315

38,935

44.856

534,483

618,472

194,745

234,919

2,448

232,471

664,583

27,128

44,697

502,938

582,944

180,015

217,518

397,533

45,039

436,905

518,051

156,976

175,395

332,371

47,918

385,709

458,183

143,795

152,195

295,990

29,379

12t31t1999
Thousands

12131t1998
Thousands

12t31t1997
Thousands

12t31t1996
Thousands

12131t1995 12131t1994
Thousands Thousands

206,440

30,610

13,201

19,919

186,273

30,074

12,446

18,395

12,6'�19

195,324

34,349

11,902

23,305

12,619

182,764

30,367

11,907

19,067

165,086

25,392

11,462

14,698

157,271

25,505

11,384

14,408



12,936

1.53

1.085

12,619

1.45

1.45

1.07

12,619

1.83

1.83

1.055

12,620

1.505

1.04

12,538

1 . 1 6 5

1 . 0 2

12,494

1.22

0.99

't2t31t1999

Thousands
12t31t1998

Thousands
12t3111997

Thousands
12t31t1996

Thousands
12t31t1995 1213111994

Thousands Thousands

515,354

587,618

177,182

156,572

337,229

55,511

478,305

548,499

168,804

136,345

308,624

55,528

460,407

53'1,297

164,065

139,205

306,745

43,144

443,588

512,390

154,226

'142,153

299,854

u,794

422,175

484,883

146,949

145,540

295,964

25,830

407,895

464,228

144,447

132,419

276,866

30,128

12t31t1999 12t31t1998
Thousands Thousands

12t31t1997 12t31t1996 12t3'�u1995 1213111994
Thousands Thousands Thousands Thousands

117,001

19,739

6,552

15,884

9,135.44

1.7333

0.81

106,010

18,U7

5,629

1 6 , 0 1 8

9,502.64

1.6833

0.78

110,084

19,314

5,695

'15,216

9,510

1 . 6

0.76

102,593

17,606

5,892

18,560

9,510

1.9167

0.74

97,385

'15,314

4,888

1 1 , 5 3 5

9,753

1 . 1 8 3 3

0.74

99,422

13,767

5,082

9,902

9,753

1.0167

0.74
15,884

1 13,058
1 6 , 0 1 8

104,553
15,216
95,954

18,560 1 1 , 5 3 5 9,902
72,056

9,135.44 9,502.64
87,966 76,569

9,510 9,510 9,753 9,753

12t311'�1999 12t31t1998
Thousands Thousands

12t31t1997 12t31t1996 12t3111995 1213111994
Thousands Thousands Thousands Thousands

302,434

372,427

280,418

359,380

256,349

323,223

234,784

296,536

224,098

280,497

213,432

262,530



143,894

90,000

233,894

16,842

143,149

90,000

233,149

11,754

133,553

75,000

208,553

8,940

120,O28

75,000

195,028

8,954

108,854

76,500

185,354

10,760

104,098

62,500

166,598

15,242

12t31t1999
Thousands

1213111998
Thousands

12i31n997
Thousands

12t31t1996
Thousands

12t31t1995 1213111994
Thousands Thousands

188,547

44,977

10,127

22,072

28,902.67

1.228075

0.78

147,830

35,165

6,461

19,4M

22,428.23

1.18645

0.76

148,834

33,480

6,333

18,942

22,319.72

1.231425

0.74

139,847

30,173

5,653

17,958

18,110.84

1.276625

0.75

127,332

27,051

5,411

14,200

17,442.36

0.9743

0.74

122,001

24,762

5,384

12,822

16,909.88

0.9127

0.73

12t31t1999
Thousands

12t31t1998
Thousands

12t31t1997
Thousands

12131t1996
Thousands

12t31t1995 1213111994
Thousands Thousands

600,687

693,508

212,206

259,945

530,021

77,783

445,821

523,500

175,253

199,785

395,549

43,977

408,716

482,517

160,854

185,770

362,065

38,240

384,772

455,698

150,259

175,291

287,113

33,369

354,537

422,422

133,589

159,216

261,210

32,762

330,479

392,142

127,826

146,578

238,367

30,336

12t31t1999 12t31t1998 12t31t1997 12t31t1996 12r31t1995 1213111994

3.020o/o

2.841o/o

3.017o/o

4.108o/o

3.0760/0

3.749o/o

3.124o/o

3.558%

2.994o/o

3.55204

2.955o/o

3.413o/o



3.390%

4.265Yo

3.354o/o

4.4570h

4.3860/0

4.708o/o

3.721o/o

6.259%

3.031Yo

4.112%

3.104o/o

3.772%

3.379o/o 3.734o/o 4.165% 3.422o/o 3.31104

'lO.136Yo

9.8637o

11.242o/o

11.039%

9.477Yo

12.2760/0

10.897o/o

11.190o/o

9.3o7o/o

11.907o/o

14.205o/o

11 .393%

9.17 ' t%

11.523%

12.3630/0

15.4630/o

10.006%

11.722o/o

'10.002o/o

10.597%

9 .531%

10.8750/o

9.9750/o

9.512o/o

10.570o/o 10.960% 11.703o/o 12.130% 10.582% 9.973%

9.284o/o

14.139%

9.649%

13.576%

9.876%

19.088%

9.875o/o

15.110%

9.144o/o

17.029o/o

11.9310/o

13.822o/o

8.883%

16.933%

10.433o/o

18.091%

9.371o/o

15.721o/o

8.903%

11.845o/o

9.242Yo

14.395o/o

9. '1610/0

9.960%

11.662% 13.487% 12.981% 13.585% 11.4600/o 10.689%

-2.203

2.999

2.319

3.013

-2.236

3.514

2.416

3.348

-2.310

3.175

2.886

3.391

-2.231

3.219

2.550

2.988

-2.237

3.105

2.215

3.133

-2.418

3.167

2.240

2.709

1.532 1.761 1.786 1.632 1.554 1.425



12t31t1993
Thousands

12t31t1992
Thousands

12t31t1991
Thousands

12t31t1990 12t31t1989
Thousands Thousands

108,506

20,050

-8,378

12,026

11,707.50

1 . 1 0 6 7

100,660

19,098

-7,890

12,142

9,964.50

1.2't33

90,660

16,825

-7,593

15,363

9,910.50

1.56

90,398

14,733

-6,421

8,907

9,408

0.9333

85,564

14,814

-7,673

8,730

9,387

0.92

12t31t1993
Thousands

12t31t1992
Thousands

12t31t1991
Thousands

12t31t1990
Thousands

12t3111989
Thousands

294,990

358,533

116,463

84,286

4 1 7

83,869

12,OOO

32,668

202,949

277,525

312,491

88,229

84,195

1 , 0 1 3

83,182

14,668

40,599

174,664

258,558

293,M4

83,162

82,6U

3,175

79,459

27,180

168,076

235,713

268,028

7't ,141

67,246

599

66,647

7,500

26,195

140,707

214,465

2il,346

68,602

67,767

635

67,132

20,228

138,729

12t31t'�1993
Thousands

12t31t1992
Thousands

12t3'U1991
Thousands

12t31t1990 1213111989
Thousands Thousands

101,244

37,430

93,307

u,337

88,048

31,637

82,267

27,743

133,517



1 3 , 1 0 8

13,835

33,486.33

0.4337

0.3473

15,068

4,292

28,804.69

0.1705

0.3533

14,781

4,889

23,541.02

0.2114

14,305

4,089

22,863.28

0.1807

13,760

7,786

22,083.98

0.3584

13,835
35,490

33,486.33

4,292
33,2U

28,804.69

4,889 4,089 7,786
37,858 40,828 44,380

23,541.02 22,863.28 22,083.98

12t31t1993
Thousands

12t31t1992
Thousands

12t31t1991 12t31t1990 12t3111989
Thousands Thousands Thousands

366,230

439,679

135,934

145,292

281,226

24,370

345,610

365,949

106,971

153,509

260,479

26,700

320,974

350,560

85,621

168,076

253,697

19,096

306,702

352,037

85,456

175,885

261,341

25,448

288,443

337,741

85,886

163,133

249,019

24,614

12t31t1993
Thousands

12131t1992
Thousands

12131t1991
Thousands

12t31t1990
Thousands

12t3111989
Thousands

151,716

27,855

12,627

15,501

139,805

23,774

11,414

12,529

127,176

24,321

10,777

13,928

124,387

23,370

9,657

14,366

117,488

22,338

9,236

13,772



11,378

1 . 3 5

0.96

11,378

1 . 0 9

0.93

11,378

1 . 2 1

11,378

1 . 2 5

11,378

1 . 2

0.9 0.87 0.84

12t31t1993
Thousands

12t31t1992
Thousands

12t31t1991
Thousands

12t31t1990 143111989
Thousands Thousands

391,703

446,619

123,999

133,083

257,082

37,956

374,613

403,448

119,574

125,544

245,118

33,670

349,937

393,609

117,779

106,980

224,759

33,868

325,409

369,055

114,244

108,380

222,624

20,658

307,802

339,348

109,929

89,487

199,416

27,093

12t31t1993
Thousands

12t31t1992
Thousands

12t31t1991
Thousands

12t31t1990 1213111989
Thousands Thousands

95,045

14,960

4,489

11,767

9,753

1.2133

0.7167

89,109

14,123

4,002

10,227

9,768

1 . 2

0.77

76,281

12, '152

3,865

8,M8

8,514

0.9933

0.7133

70,458

11,587

3,504

8,539

8,514

1

0.7233

56,044

6,774

3 , 8 1 6

4,307

8,514

0.5

0.7467
11,767
68,980
9,753

10,227
63,850

8,448
59,667
8,514

8,539
56,668
8,514

4,307
53,433
8,5149,768

12t31t1993
Thousands

'12t31t1992

Thousands
12t31t1991

Thousands
12t31t1990

Thousands
12t31t1989

Thousands

203,653

256,85't

188,841

230,198

176,650

197,095

170,663

188,313

163,892

185,905



103,130

M,000

167,130

9,410

96,155

58,503

154,658

12,592

77,374

41,248

118,622

17,365

74,374

35,193

109,567

18,427

38,138

1 1 0 , 5 8 1

15,792

12t31t1993
Thousands

12t31t1992
Thousands

12t31t1991
Thousands

12t31t1990 12t31t1989
Thousands Thousands

114,128

25,074

5,462

13,282

16,581.21

1.025925

0.67

105,720

22,833

5,649

9,798

14,978.80

0.91845

0.68

95,691

21,2U

5,460

10,657

13,335.88

0.993675

0.81

91,878

19,358

5,261

8,975

13,040.82

0.841

0.80

98,153

14,642

4,785

8,649

12,840.75

0.7446

0.79

12t31t1993
Thousands

12t31t1992
Thousands

12t31t1991
Thousands

12t31t1990 1213111989
Thousands Thousands

314,144

375,421

119,882

141,474

227,097

26,101

296,647

328,022

102,732

137,769

208,730

28,390

276,530

308,677

90,984

132,791

19'�1,289

24,377

259,622

294,358

86,304

130,394

183,560

22,682

243,651

279,335

88,139

120,911

174,436

21,932

12t31t1993 12t31t1992 12t31t1991 12t31t1990 1213111989

3.354o/o

3.147o/o

3.886%

1.'1730/o

5.235o/o

1.395%

3.323%

1.1620/o

3.432o/o

2.305o/o



3.471%

4.581%

3.105o/o

4.443o/o

3.539%

4.2860/o

3.893%

4.534o/o

4.058o/o

2.317o/o

3.638% 3.152% 3.6140/o 3.228o/o 3.428o/o

10.326%

10.178o/o

12.501Yo

11.410o/o

13.7620/0

4.012o/o

10.478Yo

10.636%

18.474%

5.710Yo

11.8260/o

10.918o/o

12.520o/o

4.785o/o

12.575o/o

11.481o/o

12.726%

9.066%

12.528%

#VALUE!

11.104% 9.722o/o 11.732o/o 10.340o/o #VALUE!

11.083%

13.665%

10.217%

12.380%

12.0620/0

4.6000/o

8.962%

'11.477%

16.946%

5.5150

10.952o/o

11.075o/o

9.853%

4.970o/o

11.549o/o

12 .119o /o

10.203%

5.831%

11.722o/o

7.6950/0

11.836% 9.275% 11.122o/o 9.623% 8.860%

-2.393

2.856

2.206

3.333

-2.421

2.279

2.083

3.529

-2.219

2.140

2.257

3144

-2.295 -1.931

1.939 #VALUE!

2.420 2.419

3.307 1.775

1.500 1.368 1.331 1.343 #VALUE!



Artesian Resources Corp. (OTG: ARTN B)

As Reported Annual Income Statement
Scale

Total operating revenues

Operating income

lnterest charges

Net income

Weighted average shares outstg - diluted

Year end shares outstanding

Net income (loss) per share - basic

Net income (loss) per share - diluted

Dividends oer common share

As Reported Annual Balance Sheet
Scale

Utility plant, at orig cost less accum depr

Totalassets

Total stockholders equity

Total long-term debt

Total capitalization

Notes payable

Total current liabilities

Gonnecticut Water Service, Inc.

As Reported Annual Income Statement
Scale

Operating revenues

Total operating expenses

Operating Income

Total interest & debt expenses

12J31t2003
Thousands

12t31t2003 12t31t2002
Thousands Thousands

(United States) (NMS:

12t31t2003 12t31t2002
Thousands Thousands

cTws)
12t3'�I2001 1213112000

Thousands Thousands

36,295

8,529

4,889

3,917

3,993

3,900.81

0.99

0.96

0.7975

12t31t2002
Thousands

34,597

8,175

4,388

4,167

3,612

3,861.50

1.1667

1 . 1 4

0.7733

167,338

183,072

51,176

64,391

115,246

3,163

9,531

45,830

33,996

11,834

4,534

31,987

7,401

4,537

3,321

3,108

3,059.97

1.0733

1.0533

0.74

12t31t2001
Thousands

152,356

163,534

34,445

50,698

84,015

1 6 , 1 1 8

25,498

45,392

34,078

11,314

4,632

27,551

6,211

4,055

2,451

3,066

3,019.74

0.7933

0.78

0.7333

12t3112000
Thousands

134,038

144,407

32,829

50,717

83,846

2,000

9,498

41,512

30,353

11,159

4,541

12t31t2001 1213112000
Thousands Thousands

187,893

216,324

52,691

80,746

133,249

12,499

19,674

47,115

35,584

1 1 , 5 3 1

4,635



Net income applicable to common stock
Weighted average shares outstanding-
diluted

Year end shares outstanding

Net earnings (loss) per share-basic

Net earnings (loss) per share-diluted

Dividends per share

As Reported Annual Balance Sheet
Scale

Net utility plant

Totalassets

Common stockholders' equity

Long-term debt

Total capitalization

lnterim bank loans payable

Total current liabilities

Middlesex Water Co. (United

As Reported Annual Income Statement
Scale

Operating revenues

Operating income

Total interest charges

Net income
Weighted average shares outstanding-
diluted

Year end shares outstanding

Earnings per share-basic

Earnings per share- diluted

9,172

8,002

7,967.38

1 . 1 5

1 . 1 5

0.825

12t31t2003
Thousands

235,098

277,546

83,315

u,754

148,916

9,700

15,111

States) (NMS:

12t31t2003
$

64,111,214

11,500,139

5,227,030

6,630,596

10,818,435

10,566,937

0.61

0.61

0.649

8,742

7,771

7,939.71

1 . 1 3

1 . 1 2

0.81

12t31t2002
Thousands

229,097

264,799

79,975

64,734

145,556

6,950

15,478

MSEX)

12t31t2002
$

61,932,786

12,466,938

5,143,463

7,765,353

10,623,441.33

10,356,489.33

0.7275

0.7275

0.6337

8,401

7,662

7,649.36

1 . 1

1 . 1

0.804

12t31t2001
Thousands

202,330

231,714

70,783

63,953

135,583

1,825

12,656

59,638,145

11,493,316

5,042,292

6,952,984

10,474,O48

10,168,002.67

0.66

0.66

0.6225

7,925

7,308

7,279.O0

1.0867

1.0867

0.7953

12t31t2000
Thousands

186,971

215,399

64,906

64,658

130,336

1 , 1 5 0

8,574

54,476,543

9,938,129

4,997,022

5,305,060

10,387,436

10,097,068

0.505

0.505

0.6125

12t31t2001 12t31t2000

Dividends share



As Reported Annual Balance Sheet
Scale

Utility plant - net

Totalassets

Totalcommon equity

Long-term debt

Total capitalization

Notes payable

Total current liabilities

12J31t2003
$

226,784,785

263,191,935

79,643,1U

97,376,847

181,083,093

12,500,000

27,695,486

207,943,404

2M,604,232

76,501,245

87,483,382

168,047,689

17,650,000

29,578,603

196,063,459

236,373,673

72,290,312

88,140,459

164,493,833

13,225,000

25,970,586

12t31t2000
$

188,278,311

219,399,959

70,635,193

82,109,297

156,807,552

6,050,000

18,006,641

23,671,476

9,215,920

1,991,488

3,682,661

2,363,348.82

2,343,978.70

1.5639

1.5564

0.7293

12t31t2000
$

68,437,556

82,880,006

28,595,633

12t31t2002 12t31t2001

Pennichuck Gorp. (NMS: PNNW)

As Reported Annual Income Statement
Scale

Total revenues

Operating income

Interest expense

Net income (loss)
Weighted average shares outstanding -
diluted

Year end shares outstanding

Net income (loss) per common share-basic
income (loss) per common share-

common share
Net income (loss)
Year end shares outstanding
Retained accumulated

As Reported Annual Balance Sheet
Scale

Property, plant & equipment, net

Totalassets

Total stockholders' equity

12i31t2003

21,388,000

5,195,000

1,969,000

'l,247,000

2,398,198

2,396,140

0.52

0.52

0.838989792
1,247,000
2,396,140

13,178,000

12t31t2003
$

85,727,000

97,210,000

30,172,000

12t31t2002
$

23,421,556

7,647,272

1,977,U6

2,340,579

2,411,781

2,391,439

0.98

0.97

0.813
2,340,579
2,391,439

13,941,337

12t31t2002
$

79,672,205

90,981,914

30,433,541

22,754,338

8,552,142

1,980,926

3,6't1,704

2,400,088

2,387,634

1.52

1 . 5

0.76

12t31t2001
$

73,960,044

87,840,541

30,595,099

12t3112001 12t31t2000

3,611,704 3,682,661
2,387,634 2,343,978.70

13,544,696 12,342,510



Long-term debt, less current portion

Total capitalization

Note payable to bank

Total current liabilities

26,879,000

57,051,000

5,424,000 2,930,547

12t31t2003 12t31t2002 12t31t2001 12t3112000
$

20,888,536

9,333,579

2,759,228

83,655

2,842,883

4,448,296

6,419,230

0.7

0.55

19,553,211

8,333,219

2,759,609

71,671

2,831,280

3,790,347

6,364,803

0.6

0.53

19,402,542

8,934,637

2,759,985

183,429

2,943,414

4,006,067

3,154,332

0.65

0.51

18,481 ,163

8,472,539

2,739,902

113,709

2,853,611

3,757,787

6,009,466

0.625

0.49

12t31t2003 12t31t2002 12t31t2001
$

12t31t2000
$

101,752,782

113,351,492

35,891,474

32,690,343

68,581,817

2,000,000

4,841,217

96,443,665

116,386,607

32,437,755

32,728,220

65,165,975

2,648,946

5,764,095

York Water Go. (United States) (NMS: YORW)

As Reported Annual Income Statement
Scale

Total water operating revenues

Operating income

lnterest expense on long-term debt

Interest expense on short-term debt

Total interest expense

Net income

Year end shares outstanding

Earnings per share - basic

Dividends per share

As Reported Annual Balance Sheet
Scale

Utility plant, net

Totalassets

Stockholders' equity

Long-term debt

Total capitalization

Short-term borowings

Total current liabilities

't15,802,244

127,508,458

39,056,529

29,913,445

68,969,974

7,153,119

14,047,246

26,959,795

57,293,336

106,217,261

118,408,387

37,216,708

32,652,087

69,868,795

2,737,976

5,494,279

27,071,798 26,9'17,860

57,666,897 55,513,493

3,556,268 2,472,952

Averages for Small Water Gompanies



As Reported Annual Income Statement
Scale

Total operating revenues

Operating income

Total interest expense

Net income

Year end shares outstanding

Earnings per share - basic

Dividends per share

As Reported Annual Balance Sheet
Scale

Utility plant, net

Totalassets

Stockholders' equity

Long-term debt

Total capitalization

Total current liabilities

Averages for SmallWater Companies

As Reported Annual Income Statement

Total operating revenues

Operating income

Total interest expense

Net income

Year end shares outstanding

Earnings per share - basic

Dividends per share

1A31t2003
Thousands

37,960

9,218

3,913

5,083

6,250

0.794

0.7321

12t31t2003
Thousands

170,261

196,356

56,976

59,934

117,854

16,390

37986

37959.55

9217.7436

3912.5826

5082.9784

6250.1

0.794

0.732097958

12t31t2002
Thousands

37,067

9,691

3,775

5,361

6,183

0.92084

0.7120

12t31t2002
Thousands

158,054

180,373

55,060

55,224

111,202

12,602

37621

37066.9106

9691.2858

3774.8778

5361.0558

6182.789067

0.92084

0.712

35,835

9,539

3,827

5,259

5,284

1.00066

0.6873

'145,292

166,563

48,801

52,511

102,068

14,504

37256

35834.805

9539.019

3827.1264

5258.551

5283.859533

1.00066

0.6873

33,138

8,999

3,688

4,624

5,750

0.91478

0.6721

134,834

155,695

45,881

51,426

98,334

8,863

36891

33138.4364

8999.3176

3687.6242

4624.3016

5749.85004

0.91478

0.67208

12t31t2001 1213112000
Thousands Thousands

12t31t2001 12131t2000
Thousands Thousands



As Reported Annual Balance Sheet
Scale

Utility plant, net

Totalassets

Stockholders' equity

Long-term debt

Total capitalization

Total current liabilities

Galculations

ARTN B - ROA

CTWS - ROA

MSEX - ROA

PNNW - ROA

YORW - ROA

ARTN B - ROE

CTWS - ROE

MSEX - ROE

PNNW - ROE

YORW - ROE

ARTNB-Pro f inMarg in

CTWS - Profin Margin

MSEX - Profin Margin

PNNW - Profin Margin

YORW - Profit Margin

12t31t2003 12t31t2002 12t31t2001 12t3112000

37986
Thousands

170261.0058

196356.0786

56975.5426

59933.8584

117853.8134

16390.3464

37621
Thousands

158053.574

1B0373.1066

55060.4988

55224.0528

111202.364

12602.4858

37256
Thousands

145292.457

166562.7412

48800.977

52510.72

1 02068.1 094

14504.4142

36891
Thousands

134833.7064

155694.5144

45880.7162

51426.0754

98333.804

8863.1376

1.811o/o

3.305%

2.519o/o

1.2830

3.489o/o

2.481%

7.434o/o

11.009o/o

8.325o/o

4.133%

8.921o/o

7.964%

10.792o/o

19.467%

10.342o/o

5.830%

13.391%

2.276%

3.301%

3.175o/o

2.573o/o

3.201o/o

2.905o/o

8.142%

10.931o/o

10.151o/o

7.691%

9.737o/o

12.044o/o

'19.075o/o

12.538o/o

9.993%

14.4630/o

2.031%

3.6260/o

2.942o/o

4 .112o /o

3.534o/o

3.249o/o

9.6410/o

11.8690/o

9 .618%

11.805o/o

10.776%

10.382%

18.508%

11.6590/o

15.873o/o

14.674o/o

1.6970/o

3.679%

2.418o/o

4.443%

3.229%

3.093%

7.4660/0

12.210%

7.511o/o

12.878%

10.O79o/o

8.896%

19.091%

9.738%

15.557o/o

13.954o/o

9.330% 10.742o/o 10.029%



11.965% 13.6230/o 14.219% 13.447%

ARTNB-Retent ionRate

CTWS - Retention Rate

MSEX - Retention Rate

PNNW - Retention Rate

YORW - Retention Rate

ARTN B - Interest Coverage

CTWS - lnterest Coverage

MSEX - Interest Coverage

PNNW - Interest Coverage

YORW - Interest

GroMh Rates

16.927o/o

28.2610

-6.393%

-61.344o/o

21.429Yo

1.745

2.488

2.200

2.638

3.283

3 Year

32.167o/o

27.6790/o

12.893o/o

16.1860/0

11.6670/o

1.863

2. i lo

2.424

3.867

2.943

5 Year

29.745%

26.909%

5.6820/o

49.333%

21.538o/o

1 .631

2.443

2.279

4.317

3.035

10 Year

5.987o/o

26.815o/o

-21.287%

53.142o/o

21.6000/0

1.532

2.457

1.989

4.628

2.969

-0.224o/o 20.118o/o 26.641o/o 17.251o/o

2.471 2.741 2.741 2.715

ARTN B - Sales

CTWS - Sales

MSEX - Sales

PNNW - Sales

YORW - Sales

9.6230/o 7.344o/o 5.9620/o

4.311o/o 4.436% 2.138o/o

5.578o/o 8.287o/o 6.095%

-3.325o/o 4.220o/o 8.232%

4.1660/o 4.039o/o 3.934o/o

Averaqe 4.071% 5.665% 5.272Yo

Median 4.311o/o 4.4360/o 5.9620/o

ARTN B. EPS

CTWS - EPS

MSEX.  EPS

PNNW - EPS

- EPS

7.1660/0 -0.139% -0.100%

1.905% 2.428o/o 2.6090/0

6.499To -2.853% -0.8600/o

-30.610% -15.338% -0.674%

3.850% 5.7220/o 3.091%



Averaqe -2.238o/o -2.0360/o 0.813o/o

Median 3.850% -0.139% -0.100%

ARTN B - DPS

CTWS - DPS

MSEX - DPS

PNNW - DPS

YORW. DPS

2.837o/o 4.281o/o 14.834o/o

1.230o/o 1.180o/o 1.2460/o

1.948o/o 2.451o/o 2.075o/o

4.7810/ 7 .1500/0 10.091%

3.9260/0 3.415o/o

Averaqe 2.944o/o 3.695% 7.0620/.

Median 2.837o/o 3.415o/o 6.083%

ARTN B - BVPS

CTWS. BVPS

MSEX - BVPS

PNNW - BVPS

YORW - BVPS

7.214o/o 5.173o/o 3.933%

5.442o/o 4.0960/o 3.8'l1o/o

2.6810/o 0.212o/o 3.424o/o

1.309% -2.1900/o 4.630%

4.0720/ 3.601% 3.924o/o

Average 4.143o/o 2j790 3.944o/o

Mledian 4.O72Yo 3.6O1Vo 3.924%



12t31t1999
Thousands

12t31t1998
Thousands

12t31t1997
Thousands

12l31/1996
Thousands

12t31t1995 12t31t1994
Thousands Thousands

26,777

6,090

3,298

2,980

2,994

2,997.03

0.9867

0.9733

0.7067

25,466

5,667

3,162

2,720

2,724

2,705.77

0.98

0.9667

0.6467

22,U0

4,407

2,580

'l,gg5

2,662.49

2,670.41

0.7133

0.7133

0.6133

20,891.99

4,100.92

2,535.85

1,658.66

2,622.43

0.7067

22,631.28

3,933.36

2,758.50

1,207.43

1,556.24

0.7067

0.42

21,012.29

3 , 8 1 4 . 1 6

2,334.28

1,485.78

1,526.10

0.8933

0.40.6

12t31t1999
Thousands

12t31t1998
Thousands

12t31t1997
Thousands

1431t1996
Thousands

12t31t1995 12t31t1994
Thousands Thousands

122,481

132,482

32,356

34,529

67,285

7,617

16,539

109,780

119,376

27,933

32,053

60,486

7,704

14,O51

97,694

107,867

26,587

32,103

59,290

1,164

6,247

88,993.07

99,708.15

25,487.48

26,258.98

52,843.16

25

5,650.62

83,160.42

96,841.17

15,395.90

17,558.30

34,198.40

9,225

21,846.51

73,237.89

87,453.24

14,727.80

24,653.23

40,772.73

1,525

7,335.44

12t31t1999
Thousands

't2t31t1998
Thousands

12131t1997
Thousands

12l31/1996
Thousands

12t31t1995 1213111994
Thousands Thousands

42,624

31,397

1'�t,227

4,526

37,924

27,620

10,304

4,316

38,501

28,167

10,334

4,304

38,592

28,464

10,128

3,967

39,350

29,328

10,022

3,946

38,129

28,474

9,655

3,940



7,456

7,272

7,258.19

1.0267

1.0267

0.7867

6,927

6,802.50

6,804

1.O2

1.02

0.778

6,766

6,786

6,790.50

0.995s

0.9955

0.7687

6,565

6,777

0.9733

0.7553

6,325

6,675.75

0.9645

0.7467

6,459.75

0.9245

0.7333

5,842

12131/1999
Thousands

12t31t1998
Thousands

12t31t1997
Thousands

12131/1996
Thousands

12t31t1995 12t31t1994
Thousands Thousands

181,342

210,885

62,495

65,399

128,666

2,411

13,874

167,326

194,586

57,945

62,501

121,2'18

1,895

12,156

163,757

189,277

56,069

54,532

1 1 1 , 3 7 3

8 , 8 1 1

't8,794

153,898

184,640

54,395

54,430

109,597

5,795

15,212

146,536

176,459

51,788

54,460

'107,020

2,646

12,310

'140,784

171,241

47,583

54,600

103,335

2,700

12,053

12131/1999
$

12t31t1998
$

12t31t1997
$

12t31t1996
$

12t3'�u1995 12t3111994

53,497,153

10,665,479

4,695,445

7,88't,041

10,296,306

10,001,178

0.77

0.76

0.595

43,057,966

9,149,461

4,423,601

6,521,226

9,160,610

9,794,138

0.71

0.705

0.575

40,294,118

8,793,137

3,336,697

5,860,906

8,764,690

8,538,434

0.665

0.665

0.5625

38,024,669

9,222,M6

3,280,154

5,167,460

8,409,898

0.6

0.5525

37,846,899

8,912,391

3,114,762

5,703,744

8,273,944

0.68

0.5425

36,122,475

8,564,800

3,043,697

5,495,372

8,061,668

0.665

0.5285



12t31t1999
$

12t31t1998
$

12t31t1997
$

12t31t1996
$

12t31t1995 12131t1994

179,721,639

215,035,665

70,489,358

82,329,592

156,882,012

2,000,000

14,305,266

159,116,392

203,501,256

66,729,466

78,031,513

149,756,614

1,000,000

13,200,061

135,070,736

159,760,773

51,225,549

52,918,245

109,139,429

564,701

11,577,608

'121,244,520

148,659,522

49,215,813

52,960,953

104,843,071

9,926,511

117,932,632

144,822,207

28,820,844

52,960,000

103,2F9,966

8,810,546

108,743,013

132,412,758

27,151,673

49,500,000

97,141,200

8,380,997

12l31/1999
$

12t31t1998 12t3'�1t1997
$ $

1213111996
$

12131/1995 12131t1994

17,809,258

6,075,904

2,024,601

2,615,665

2335,426.47

2,323,047.16

1.1278

1.1203

0.69' t7

17,394,794 11,840,700

5,719,124 3,809,577

2,263,636 1,773,580

2,106,053 1,290,091

1,765,419.39 1,506,931.23

2,274,065.92 1,508,794.56

12,202,688

3,613,913

1,630,581

1,238,485

1,487,302.43

0.8421

11,486,183

3,480,764

1,703,570

1,094,970

1,439,588.01

0.7669

10,215,780

3,305,712

1,716,226

972,548

1,429,411.52

0.66170.8622

0.8571

0.5314

1.2105

1 . 1 9 5 5

0.594 0.4526 0.39700.5081
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

12t31t1999 12t31t1998 12t31t1997 12131/1996 12t31t1995 12131t1994
$ $ $ $ $ $

63,004,773

75,580,844

26,257,309

58,389,304 47,094,203 43,338,395 41,446,173 40,101,650

70,838,181 55,089,595 50,069,698 47,893,193 46,528,250

24,811,169 '�t3,833,278 13,196,402 't2,247,211 11,846,081



27,223,378

53,480,687

3 , 1 3 0 , 1 1 6

28,001,997

52,813,166

2,281,496

25,435,826

39,269,104

1,761,462

20,995,000

34,191,402

2,128,579

20,88'1,078

33,128,289

1 , 8 3 1 , 1 6 8

16,733,097

28,579,178

4,645,000

5,710,430

12t31t1999
$

12t31t1998
$

12t31t1997
$

12t31t1996
$

12t31t1995 12131t1994

17,511,251

7,255,698

2,715,505

31,026

2,746,531

3,154,073

5,978,182

0.525

17,137,029

5,650,674

2,718,950

36,605

2,755,555

3,135,389

5,959,444

0.53

0.465

16,996,706

5,676,783

2,719,950

35,589

2,754,539

3,120,061

5,869,564

0.535

0.455

15,721,462

5,239,531

2,718,950

286,322

3,005,272

2,759,756

5,801,048

0.525

0.45

15,449,296

4,909,557

2,789,721

175,424

2,965,'t45

2,312,247

5,098,992

0.4575

14,755,707

4,818,760

2,832,887

21,926

2,854,813

2,444,678

5,037,472

0.4888

12t31t1999
$

12t31t1998
$

12t31t1997
$

12t31t1996
$

12t31t1995 1213il1994

91,725,068

108,600,110

30,829,654

32,765,943

63,595,597

1,431,119

3,926,446

86,041,217

102,479,091

30,380,436

32,000,000

62,380,436

2,374,508

83,155,036

98,854,074

29,150,786

32,000,000

61,150,786

843,000

3,201,776

80,334,138

96,736,434

28,002,757

32,000,000

60,002,757

1,237,000

3,494,614

76,819,549

90,459,706

21,771,767

32,000,000

53,771,767

4,164,000

6,231,288

73,107,138

86,967,330

21,251,914

32,000,000

53,251,914

1,302,000

4,829,605



12t31t1999
Thousands

12t31t1998
Thousands

12t31t1997
Thousands

12t31t1996 12t31t1995. 121311'�1994
Thousands Thousands Thousands

31,644

8,263

3,458

4,817

5,712

0.88724

0.6950

28,196

7,298

3,384

4,282

5,507

0.8901

0.6117

25,995

6,604

2,950

3,804

5,076

0.7542

0.5862

25,087

6,261

2,884

3,478

5,020

0.72942

0.5732

25,353

6,252

2,898

3,329

4,609

0.71512

0.5405

24,047

6,032

2,778

3,248

4,503

0.72666

0.5147

12t31t1999
Thousands

12t31t1998
Thousands

12t31t1997
Thousands

12t31t1996
Thousands

12l3r11995 12131t1994
Thousands Thousands

127,655

148,517

44,485

48,449

93,982

10,355

116,131

138,156

41,560

46,518

89,331

8,813

105,354

122,170

35,373

39,398

76,044

8,316

97,562

115,963

34,059

37,329

72,295

7,282

93,179

11 ' l ,295

26,005

35,572

66,278

10,206

87, ' t95

104,921

24,592

35,497

64,616

7,662

36525

31643.7324

8262.8162

3458.1 154

4817.3558

5711.525332

0.88724

0.695025

36160

28195.9578

7298.0518

3384.1584

4281.9336

5507.483684

0.8901

0.61174

35795

25994.5048

6604.0994

2949.7632

3804.4116

5075.539812

0.7542

0.58618

35430

25086.5624

6260.9618

2883.7714

u77.87'�12

5019.535185

0.72942

0.573189259

35064

25352.7322

6251.614

2897.5944

3328.6778

4608.903002

0.71512

0.540451991

34699

24047.0508

6031.6864

2777.8028

3248.O752

4502.879403

0.72666

0.514709729



36525
Thousands

127654.896

148516.7238

44485.4642

48449.3826

93981.8592

10354.9656

36160
Thousands

116130.5826

138156.1056

41559.8142

46517.502

89330.8432

8812.613

35795
Thousands

105354.195

122169.6884

35373.1226

39397.8142

76044.4638

8316.3692

35430
Thousands

97561.6252

115962.7614

34059.491

37328.986

72295.478

7282.4642

35064
Thousands

93178.9552

111295.0544

26004.7442

35571.8756

66277.6842

10205.9014

34699
Thousands

87194.7376

't04920.5148

24592.0942

35497.265

64616.0046

7661.8948

12t31t1999 12t31t1998 12t31t1997 12t31t1996 12t31t1995 1213111994

2.249o/o

3.536%

3.665%

3.461%

2.904%

2.279Yo

3.560%

3.205o/o

2.973Yo

3.060%

1.M|o/o

3.575%

3.669%

2.342o/o

3.1560/0

1.6640/o

3.556%

3.476%

2.474o/o

2.8530/o

1.247o/o

3.584%

3.938%

2.2860/o

2.5560/o

1.699%

3.412%

4.15oo/o

2.0900h

2.811%

3.163% 3.015% 2.9160/o 2.804Yo 2.7220/o 2.832%

9.210o/o

11.931o/o

11.180Yo

9.962%

10.829%

9.738o/o

11.954o/o

9.773%

8.488%

10.303%

7.4660/o

12.O67o/o

11.441o/o

9.3260/0

10.755o/o

6.508%

12.069%

10.500%

9.385%

10.211o/o

7.8430

12.213o/o

19.790o/o

8.941o/o

12.800%

10.088%

12.175o�/o

20.240Vo

8.210o/o

13.208o/o

10.622% 10.051% 10.211o/o 9.735o/o 12.317o/o 12.7940/0

11.129%

17.492%

14.732o/o

14.687o/o

15.224o/o

10 .681%

18.2650/0

15.145o/o

12.107o/o

15 .186%

8.885%

17.574Yo

14.545o/o

10.895%

14.635%

7.939%

17.011%

13.590%

10.149o/o

13.863%

5.335%

16.074o/o

15.071%

9.533%

13.129o/o

7.071o/o

15.322o/o

15.213o/o

9.520o/o

13.5070/0



14.6530/o 14.277o/o 13.307o/o 12.511o/o 11.828o/o 12.127o/o

27.391o/o

23.376%

2 1 . 7 1 1 %

38.258%

#VALUE!

33.'102o/o

23.725%

'l8.Mlo/o

50.3140/o

12.2640/o

14.019o/o

22.783o/o

15.414o/o

38.000%

14.9530�/

#VALUE!

#VALUE!

#VALUE!

#VALUE!

14.2860/o

#VALUE!

#VALUE!

#VALUE!

#VALUE!

#VALUE!

#VALUE!

#VALUE!

#VALUE!

#VALUE!

#VALUE!

#VALUE! 27.5690 21.0340/0 #VALUE! #VALUE! #VALUE!

1.847

2.481

2.271

3.001

2.642

1.792

2.387

2.068

2.527

2.051

1.708

2.401

2.635

2.148

2.061

1.6 ' t7

2.553

2.507

2.216

1.743

1.426

2.540

2.861

2.043

1.656

1.634

2.451

2.814

1.926

1.688

2.448 2.165 2.191 2.127 2.105 2.103



12t31t1993
Thousands

12t31t1992
Thousands

12t31t1991
Thousands

12t31t1990 12t31t1989
Thousands Thousands

20,340.25

3,823.30

2,434.05

1,625.82

1,502.63

1

0.2

18,216.19

3,088.57

2,232.75

766.024

1,481.89

o.42

17,684.20

2,723.97

2,394.66

390.765

1,479.65

0 . 1 8

15,924.28

2,558.90

2,269.57

-99.636

1,308.88

-0.1933

't4,433.81

2,275.53

2,042.11

245.641

1,279.74

0 . 1 1 3 3

12t31t1993
Thousands

12t31t1992
Thousands

12t31t1991
Thousands

12t31t1990
Thousands

12l31/1989
Thousands

66,787.40

81,926.81

13,800.86

24,677.48

39,917.55

50

4,081.36

64,851.70

76,815.99

12,468.71

17,812.37

31,766.78

5,600

9,762.47

63,372.62

73,469.94

1 1,869.99

18,179.03

31,581.21

4,500

8,681.52

59,797.09

70,861.99

10,419.29

18,722.21

30,719.20

4,600

8,550.52

54,870.90

65,275.90

11,107.28

19,016.81

3'�1,747.29

1,200

5,059.52

12t31t'�t993
Thousands

12t31t1992
Thousands

12t31t1991
Thousands

12t31t1990 12t31t1989
Thousands Thousands

38,131

28,148

9,983

4,338

37,190

27,157

10,033

4,872

37,372

26,970

10,402

5,321

32,301

23,589

8,712

5,650

29,804

21,031

8,773

5,206



5,529

6,277.50

0.8889

0.7289

5,111

6,189.75

0.8311

0.7155

4,839

6,099.75

0.8

0 .7111

2,945

6,003

0.5778

0.6978

3,683

4,878

0.76

0.6933

12/31t1993
Thousands

12t31t1992
Thousands

1213111991
Thousands

12t31t1990
Thousands

12t31t1989
Thousands

137,568

163,080

45,160

51,600

100,508

3,950

't0,479

135,697

149,696

43,138

51,600

98,510

4,993

1 1 , 0 1 0

135,132

148,625

41,490

52,412

97,771

6,413

12,247

133,103

145,379

40,146

52,953

97,485

3,936

10,053

127,440

140,555

33,104

54,067

92,142

7,000

1 1 , 8 8 9

12t31t1993
$

12t31t1992 '�t2t31t1991 12t31t1990 12t31t1989
$ $ $ $

35,478,810

8,224,631

3,014,477

5,479,626

7,958,774

0.665

7,781,942

0.6

7,005,124

0.5675

6,911,960

0.48

6,845,032

0.455

30,860,626 29,853,248 26,416,556 23,499,414

7,247,898 7,056,138 6,012,885 5,315,066

3,267,490 3,155,664

4,462,203 4,104,574

2,828,268 2,998,152

3,467,024 2,986,836



12t31t1993
$

't2t31t1gg2

$
12t31t1991

$
12t3111990 12t31t1989

105,392,452

125,676,223

42,838,680

24,500,000

71,290,180

9,000,000

29,359,911

100,582,966

113,842,995

40,039,013

38,800,000

82,856,513

1,050,000

12,822,330

85,472,221

100,014,459

33,068,290

45,350,000

80,958,290

6,772,896

84,258,149

93,092,852

31,974,003

39,350,000

73,930,003

1,500,000

7,492,903

79,386,893

92,058,393

31,524,820

39,350,000

73,546,820

7,089,199

12t31t1993
$

12t31t1992
$

12t31t1991
$

12t31/1990 12131/1989

9,696,362

3,034,595

1,602,057

870,587

1,423,574.15

0.5564

0.3208

9,196,669

2,232,839

1,567,726

466,094

1,422,435

0.2707

0.3790

8,381,000

1,938,000

1,647,000

247,000

1,422,435

0 . 1 1 0 3

0.3035

9,394,000

2,820,000

1,694,000

793,000

1,422,435

0.4912

10,471,044

4,138,000

1,566,000

1,563,000

1,422,435

1.0276

0.4893
870,587

1,423,574.15
6,049,745

466,094
1,422,435
5,714,000

247,000
1,422,435
5,787,000

793,000 1,563,000
1,422,435 1,422,435
6,194,000 6,097,000

12t31t1993
$

12131t1992
$

12t31t1991
$

12t31t1990 12t31t1989

38,832,483

45,389,505

11,399,672

36,385,000

43,745,000

11,058,000

33,843,000

42,062,000

1 1,132,000

33,465,000

41,754,000

11,539,000

32,781,000

40,664,000

11,442,000



1 1 , 5 8 0 , 1 0 9

22,979,781

3,350,000

'10,043,234

15,726,000

26,784,000

2,370,000

4,654,000

16,341,000

27,473,000

1,875,000

3,493,000

14,083,000

25,622,000

2,000,000

5,190,000

16,139,000

27,581,000

855,000

2,374,000

12t31t1993
$

12t31t1992
$

12t31t1991
$

12t31t1990 12t31t1989

14,201,756

4,324,642

3,116,741

2,599

3,119,340

2,550,883

4,974,536

0.5163

13,2'16,692

4,518,649

2,606,206

19,286

2,625,492

2,168,118

4,911,112

0.4638

13,021,354

4,366,687

2,665,700

24,844

2,690,il4

2,026,368

4,409,944

0.4625

12,242,010

4J95,2'�t5

2,321,424

150,338

2,471,762

2,094,646

4,351,752

0.485

11,882,267

4,052,217

2,567,692

49,253

2,616,945

2,018,575

4,298,008

0.4725

12t31t1993
$

12t31t1992
$

12t31t1991
$

12t31t1990 12t31t1989

67,937,662

84,738,162

20,597,440

32,000,000

52,597,440

452,000

3,560,423

63,245,524

80,330,004

19,832,098

34,966,327

54,798,425

4,428,307

61,696,391

69,613,666

16,692,820

29,531,111

46,223,931

288,000

2,872,089

59,285,384

70,162,724

16,313,909

29,743,855

46,057,764

3,449,394

52,140,111

64,733,052

15,866,505

23,442,372

39,308,877

8,031,281



12t31t1993
Thousands

12i31n992
Thousands

12131t1991
Thousands

12t31t1990 1213111989
Thousands Thousands

23,570

5,878

2,902

3,211

4,427

0.72532

0.4166

21,736

5,424

2,9'�t3

2,595

4,357

0.51712

0.5472

21,262

5,297

3,042

2,322

4,083

0.42406

0.5073

19,256

4,860

2,983

1,840

4,000

0.36814

0.5936

1 8 , 0 1 8

4,911

2,886

2,099

3,745

0.56568

0.6933

't2t31t1993

Thousands
12t31t1992

Thousands
12t31t1991

Thousands
12t31t1990 12131t1989

Thousands Thousands

83,304

100,162

26,759

28,872

57,459

1 1 , 5 0 5

80,152

92,886

25,307

31,781

58,943

8,535

75,903

86,757

22,851

32,363

56,801

6,813

73,982

u,250

22,078

30,970

54,763

6,947

69,324

80,657

20,609

30,403

52,865

6,889

34334

23569.6348

5878.0326

2901.5846

3211.1822

4427.403629

0.72532

0.416566667

33969

21736.0346

5424.1906

2913.0924

2594.6878

4357.4256

0.51712

0.547246884

33603

21262.3604

5297.3592

3041.773

2321.5414

4083.3805

0.42406

0.507296829

33238

19255.5694

4859.8006

2982.72

1840.0068

3999.6046

0.36814

0.593550898

32873

18018.0976

4910.762

2885.8416

2099.4104

3744.6424

0.56568

0.6933



34334
Thousands

83303.5988

100162.14

26759.3308

28871.5186

57458.5894

11504.7858

33969
Thousands

80152.4382

92885.998

25307.'t642

31780.9388

58943.143

8535.4214

33603
Thousands

75903.2456

86757.0124

22850.619

32362.628

56801.487

6813.3016

33238
Thousands

73981.7244

84250.1126

22078.4402

30970.4134

54762.7936

6947.1638

32873
Thousands

69323.7802

80657.2688

20608.9206

30403.0362

52865.1968

6888.5996

't2t31t1993 12t31t1992 12i31n9fi 12t31t1990 12t31t1989

1.9U%

3.390%

4.3600/o

1.918o/o

3.010%

0.997o/o

3.414%

3.920o/o

1 .065%

2.6990/0

0.532o/o

3.2560/o

4.104o/o

0.587o/o

2.911o/o

-0.141o/o

2.026o/o

3.7240/o

1.899%

2.985%

0.3760/o

2.620%

3.245o/o

3.U4o/o

3.118o/o

2.933% 2.419o/o 2.278o/o 2.099o/o 2.641%

11.781o/o

12.243Yo

12.791%

7.637%

12.000o/o

6.144o/o

11.848o/o

't1.145%

4.215%

10.253%

3.292o/o

11.663%

12.412%

2.219o/o

10.160%

-0.956%

7.336Yo

10.843%

6.872o/o

8.334o/o

2.2'l2o/o

11.126Yo

9.475o/o

13.660%

10.1870/o

11.290o/o 8.721o/o 7.949o/o 6.486% 9.332o/o

7.993Yo

14.500o/o

15.445%

8.978%

13.624%

4.205%

13.743o/o

14.459o/o

5.068%

11.937%

2.2'�10%

12.9480

13.749%

2.9470/o

10.919%

-0.626%

9.117%

13.124o/o

8.442o/o

9.556%

1.702o/o

12.357o/o

12.710%

14.927o/o

11.6520/o



12108% 9.883% 8.555% 7.923o/o 10.670o/o

#VALUE!

#VALUE!

#VALUE!

#VALUE!

#VALUE!

#VALUEI

#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

2.301

2.728

1.894

1.386

1.383

2.059

2.218

1.424

1.721

1 . 1 3 8

1.955

2.236

1. '177

1.623

1 . 1 2 7

1.542

2.126

1.665

1.697

1 . 1 1 4

1.685

1.773

2.642

1.548

1.976 1.761 1.626 1.631 1.753
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At 3r46Pil er: A,82 * O.
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Dc-(x Dec-05

TVA I\UA

0

NA IVA

lvA wA

wA wA

wA wA

Mtr.Od JunO4

t{/A wA

0.18 0.24

Curiil Year
Os-04

1 .19

2

1 . 1 8

1 . 1 9

o.96

%

Curnnt Ylar
D.c-04

1. ' t9

1.28

1.28

1 .4

1 .4

Cwront Yeer
Orc4f

0

0

2

2

S€dd

1 . 1 %

8.5%

lLxt Yst
De.06

1 .41

2

1.37

1 .4

1 . 1 9
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D3c{5

1.41
' | .41

1.41

1 . 4 1

1.41

N€rt Yeat
OB05

0

0

o

0

s&P 500
'14.9"h

15.6%
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Analyst Ertimatec

E mlngs Est

Avg. Esllmaie

llo. of Analysts

Lorv Estimatg

High Eslimale

Ys61 A0o EPS

Ret enuo E3t

Avg. Estirnate

No. of Analysts

Low Estirmie

High Estifilale

Yoar Ago Sales

Sales Growlh (yearlest)

Eltnlngs Hlrtory

EPS E3I

EPS Aclual

Dillerence

Surprise %

EFS T.ond!

Currenl Eslimate

7 Days Ago
g) Days Ago

60 Days Ago

90 Oays Ago

EPIS Roylslont

up t"*t 7 Days

Up test 30 Days

Down [a$ 90 Da]6

Down Last 90 Da!,s

Grourlh E3t

Current Qtf.

Next Olr.

Cuilent ott
Sap4l

0.46

1

0.46

0.t16

o.m

Curilt Qt,

S€p-(x

wA
0

N/A

wA

9.23M

wA

SoFtKt

rvA
0.26

Cuilant otr
Sep4l

0.116

0./t6

0.t16

0.46

0.4tt

Curst Otr
s'P'04

0

0

0

0

ARTNA

78.9h

36,4"/"

NdtOtt
D*O4

0.30

1

0.30

0.30

o.22

tlert Olf

Oc4'l

NA
0

wA
IVA
wA
tvA

D*-03

fl/A

o.2

%

NcnOtr
De44

o.30

0.30

0.30

0.30

0.30

Nen Ok
Oc-O4

0

0

0

0

In(tuslry

12.40h

6.4%

Entlr Symbol(r): l-
e.9, YHoo, ̂ Dll 
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This Year

t!e)d Year

Past 5 YcaB.(per annum)

tlext 5 Yeer8 (pcr antxJm)

Prica/Eamings (avg. lor
comparison categories)

PEG Ratio (avo. fot
conpadson categpries)

24.Vh

18.5%

4.5'/o

8.5%

20.9

2.$

10.1%

10.3%

rvA
9.50o/"

2.61

2.38

3.97o

8.10/"

fl/A

4.89"h

14.35

2.ty

18.97o

10.104

wA

10.7t7"

16.07

1.49

,;gi 
Add to Portbllo '4I 

Set ruen [!l Ernail to a Friend

clt Anrtvrt !'ttm.t.' ior Andhs syrt,, llllffisvmbd Lookup

. Conterenc€ Calls

Cogydght C 2004 Yghool |rc. Al dohb reded. Pd.vroy.P-olicy - ftfnsdsafvle - coovrlghl Pdicv

Quot6 d.lrycd, except wherc indldtcd otheruls.
Delay tlms !rc 15 mins for NASOAQ, 20 mins tor IYSE and Amex. S€c abo dday dflE3 for Olbelg,qhaoggt.

Quote data prwld.d by 8g8e6.Analy3t oplnlon d.t (rccomm€nd3tiil summrry, prlce target3, 6varag. lbt) arc Drovldld by lhffison Flnancl.l Network. based golcly

upon rcscarch Iniofmatlfi prorldrd by thlrd p.rty analysts. Yahool h.s not Bilw€d, and In no way rr|do|ses the valldlty of skh dab. Yahoo! .nd ThomsonFN shall not
be llabL for arry acdons taken In nllrnce ther.on,Analyst Summrry Informruon (uporadca/dorngradca module) pfovlded W Brbtlng.com.Data and Inbrmatlon ls

provld€d fof Iniomatbnal purpos.s only, lnd ls mt hEnded fs tradhg purpos.s. Nelth.r YEhool nor rny ot lts datt or content provlders ($ch a3 Reutss, CSI and
ach.nges) shall bc lhbl! br any enors d delays ln the cdltdt, or for any acdons urkan in rdllnae thecon. By rccesslng the Y.hool dte, a uscr agrres not to

rldl3trlbute the Informe0on 6ound thcrdn.



REUTERS'iE
frinter-f riendly versiOn

sponsoEd byr

Estimates
EPS Estimates FoRFFi'!i:q @ symbor Lookup

Prh*eF rl€ndly vctlion
B.ck to full sita

Printable version

ARTESTAN RESOURCES CORP (UTC)

) FGe ofbr al AnGrilrade ) S7 Trrd€ at S@tlrade ) Introducing Sciwab Trader CT

RISK AIETT : ARTESIAT N,ESOURCES CORP

-Jffllldi-ml
b vl*RiskAlertT6ts ) AboutREung

EPS Estim.tes

Ouarlor Ending 06/04
Quarl€r Ending Og/(X
Year Ending 12lo4
Year Ending 12D5
LT Growth Rat€

Earnings Surprises

Earnlngr P.r Sharo Ertlm.tor
In US Dollar
#ot Mean
Esls, Est.

2 0.30
2 0.8
3 1.26
3 1.38
2 8.00

Hlgh Low Sld. Proi-
Ebt. Esl. Dev, PIE

0.30 0.30 0.00
0.46 0.46 0.(n
1.31 1.24 0.04 20.85
1.44 1.32 0.06 19.13
8.00 8.00 0.00

li *. about EPs Estimat6

March 2004
Oecember 2003
Seplember 2003
June 2003
March 2m3

Estimate Revisions

Ou.rt3rly Eamln gr Swprleer
Ertm.ird w. Actull Errnlng! Per Sharo

ln US Dollar
Eslimale Ac{ual

o-21
o.31
0.i|3
o.27
o.20

0.18
o.2
0.26
0.31
0.18

Diflerence
-0.02
-0.o9
-o.17

0.o4
-o.o2

G L6rn about Earnings 5urpils6

E rnlng. Pcr Shrc Etllm.t.r Rcvl||on. Summery
L'ttWcck

Revised Revised
Up Oo|iln

0 0
0 0
0 0

L!!t 4 Weokt
Revised Revised

Up
Quarter Ending 06/O4
Quarter Ending 09/04
Year Endlng 12O4

'|
0
0

0
1
3



l >

Meshn Resourcas Corporation op€ral€s as the par€nt hdding company of Meslan Wabr @mpany, Inc a rsgulated public water
utllity. Art€sian Wa'er prorrides wats u0lity service to arsbrners witt in its estrrHished seMce bnitory in portions d New Castle County,
Delaware.

Pnauvoruma ,Jet',
52{Ylr High

Low
PriceChg-YTD

-YTD(Rel)
Avg DlyVol
Exn Retun/Rlsk
lmpl RcFYld+Gr
Beta

$29.50
$22.79
-goh
-50h
6 000s

11Yo
o.17

Shateholder Da|n
Shares Out 3.9 MM
fnstftutioris 10.34o/o
lnaiders 8.79o/o

W YrrYr
FY EPS PIE EPS GT

f2103 Act 0.96 29.O -160/o
lZ04 Est 1.20 21.'l 25To
tz05 Est 1.38 18.5 140/0
Last cYr 1-/o

fext 36Yr (Es0 8o/o
g@eLlreL@glles

Gurrent
P/E (12 Mo) 28.2
Ref P/E 145Vo
Net ttlargin 'loo/o

ROE 6.8%
LT DebUGap 6'l%

5-YOar
Avg
20.6

10.SYo
8.6%
56%

Broker
Recommendatlons

STR BUY HOI-O SELL STR
BUY SELL

' T TL-WA ' E'< STL|

ndustrv # 196

,mruEtyconp',nb
Prchgl  PrE lerscr
YTD I(12ilo)l SYrErt

l€s lmpl

I Pdcd I Prtco, I e*n I n*l I Dlv I ret | | oeutr
r Book I saler i GF I PrE I Yleld lilargln I RoE i Gap

lt{ I EtilAN t(ED

NDUSTRYAVG-
;&P 500

' 1 4

-gYo

4%

| 2E.2

| 24.1

| 1e.5
ies in ind

AYo

BYo
104/o

1.E | 2.7 | 13.o I o.4u I 3.3% | v'rYo I tYo I or%
2.'t I | 12.7 | 0.48 | 3.3% | s.7% | 10% |
4 . 1  |  |  |  1 1 . 8 % l  l z a w l

9.
Lat€81 07/01m3 Ex-Oiv. Oale: 05/06/(X

Zacks lnvestment Research



Yattrl lrtv Yahool lhil

W.lcomc, Gucrt lslon lnl

Quotes & lnfo

Middlesex Water Co (MSEX)

Analyrt Ectlmates

"i#",1"f"T:iffil

MFrrtflcEffi**r* Anance Home - Help

Tu$dty, August 10, 2004, 10:37pm ET - U.S. iLd(Cts Closcd.

To EaCk stocl

E|mlngr Est

Avg. Estimate

tlo- of Analysl3

Low Estimale

High Eslimale

YearAgo EPS

Rovonuo Eal

Avg. Estirnate

tlo. ot Analysls

Low Estitnate

Hlgh Eslimalo

Year Ago Sales

Sales Growth (yaar/€sl)

Ermlngr Hl.tory

EPS Est

EPS Actual

Datference

Surprbe%

EPSTFnd.

Cunent Estimale

7 Oays Ago
g) Day3Ago

60 Days Ago

90 Days Ago

EPS R.vltlon!

Up Lasl T Days

Up Lasl 30 Da)'s

Down Lasl 30 Dal,3

Down last 9o Days

GrorYttr EA

Orrrent Qlr.

l$xl Cltr.

This Year

t'lex| Year 10.4%

Past 5 Y6arE (per annum) -1 6ozi,

flexl 5 Years (per anrum) 6.0%

Crry{ o|t
Sotro{

0.27

1

o.27

o.27

0.22

Cwrtnl Olr
Sep-01

NUA

0

lVA

lVA

ll/A

lVA

Setr(B

NA

o.22

%

CuEnl Olr
Sop.o4

o.27

0.27

0.27

o.zf

0.26

Cu.renl Qtr
S.p-04

0

0

0

0

MSEX

22.7/o

n.Th

9.8%

ibn o|'
Dc.04

0,14

1

0,14

0.14

0 .11

ibn or
O.cO4

N/A

0

rvA
wA
wA

t{/A

Ds{Xl

lvA

0.11

%

Nen Qir
O€c4l

0 .14

0.14

0.r4

0.14

0.23

NrnOt'
D.cO4

0

0

0

0

Infustrt

12.4%

4.4%

10.1%

10.396

lvA

9.5096

%

Cuffil Yolt

0sc{4

0.87

0.67

o.73

o.73

o.88

qlmlYas

thc-O4

0

0

0

S.cb.

1 .1%

8.5%

397c

8.104

rvA
4.89%

Entcr Symbol(r): l-
e .9 .  YHOO,  ^DJ l  

l - ._ .  - . .  - . . . . I 
svmuor lookup I Ftnrn€. s.r.ch

At4:OOPMET:17. /18 fO.

c€t An.trr :'rrn.r- ".' fll

qrratYou

D.c.Ot

0.67

1

0.67

0.67

0.61

Curml Yeu
Dcc-04

wA
0
tvA

lvA
wA
wA

M!r04

wA ir/A

0.09 0.16

Nari Yct
D.c-G

0.74

t

o.74

0.74

0.6-l

NulYat
Dc-05

lvA

]vA
NUA

NUA

wA

Ju04

%

i,lsd Yaar
De.05

0.74

o.74

0.79

0.79

No, Y*t

Dao()5

0

0

0

1

sEP 500

14.9o

15.696

18.9?5

10.1%

lVA

fi.7r4



REUTERS'S
printer-friendly Yersion

s9on$reo Dy:

Estimates
EPS Estimtrlgs FoR Fiffi@ SymborLookup

Prlnter-filcn.lly YCt1s|on
Brck to tuil sit€

Prlntable version

M I DDLESEX wArE;!_ |o_f [J]9-* -

' -*- 
r F*ffi4;"rttrd"-;'it? r;;;ffi

Rlrk Alert : ilIODLESEX WATER CO

-dff[_
b vlil Risk AlertT6ts ) ruout nattng

EPS Estimttes

Ouarter Ending 0gO4
Ouarter Ending 09/04
Year Ending 12lO4
Year Ending 12rO5
LT Growlh Rate

Earnings Surprises

Eamlngr Pcr Shara Ertlmrter
In US Dollar
*of Mean
Ests. Est.

2 0.24
2 0.27
2 0.71
2 0.a2

' I 6.00

Hlgh Low Std. Proi-
Est. Esl. Dev. PIE

o24 0.23 0.01
o.z7 0.26 0.01
0.73 0.69 0.03 27.13
0.8!i 0.79 0.04 23.49
6.00 6.00

t Lern about EPS Estirot€s

Outrterly Eernlngr Suprlter
Edlmrtod vr. Actual E|lnlngs Pcr Sharc

In US Dollar
Estimale Actual

0 .13
0.16
0.26
0.20
0 . t  1

March 2004
Dec€mbe.2003
Soptember 2003
June 2m3
March 20Gl

Estimate Revlslon3

0.09
o.11
o.22
o.17

Ditference
'o.04
o.05
-o.04
-o.04

o.00

t L@n about Earnings surgds

Quart€r Ending 0904
Quarter Ending 09/04
Y€ar Endlng 12,04

Ermlngr Per sh.rc Ertlmrto Revl.lon. Summlry
t rt W.ck Lrlt tl Weckl

Revleed R6\rised Revised Revised
Up Do,vn Up Down

0 0 1 0
0 0 1 0
0 0 0 0



Broker
Recommendatlons

STR B[JY HOLO SELL STR
BUY SELL

Middleso< Water Company treats, sbres and distibutes wder fur reidentlal, cornmercial, indusbial and fire prwenliot purposes.

EnsglQym?JBB
52-Wk High

Low
Prlcechg-WD

-YID(Rel)
Avg DlyVol
Etro Refunr/Rlsk
lmpl RetEYld+Gr
Beta

$21.56
$16.70
-160/o
-120h

22 000s

1Oo/o
0.25

Sharchdd*Data
Shares Out 10.6 MM
Inslltutlons 16.830/o
Insiders 3.65%

W YJ'YI

FY EPS P'E EPSGT
f2r03 Act 0.61 33.3 -160/o

l2l04Esr 0.76 22.6 25%
f2l05 Est 0.74 23.2 -3%
lsst sYr
Next3-Sfr(Estl 6%
]IwselgggEvrt

Gurreni
P/E (l2ltro)
Rel P/E
Net l{argln
ROE
tT DebUGap ilo/o

c-Ygar
Avg
25.7

11.8o/o
8.4o/o
41o/o

, . ,L -WAT EK . , -L f

ndustv# 196

hcrusty@mp',n b
r rchs l  PtE lenscr
YTD l(l2ilo)l svrert

bs lmpl
Pdcer l Pdcer l Pdcer l Ret l Dlv I uet I l oeutr
Book I saler I cF I PrE I Yleld lMargin I RoE j Gap

'III,rJLEI'EX lYAI EK

iIDUSTRYAVG'
i&P 5{'0

14

-16% i I
| 24.1 |

4% I 1e.s I
lomoanies in ind

6%
87o
100h

ustry qrou

1 3 . 6 % l  |  1 5 4 %
0.48 | 3.3% | s.7o/o | 1V/" I

| 1.8% | | 26o.h I
I).

2 . 3  l z . s  1 1 3 . s
2.1 | | 12.7
4.1 | |

LalestsDlils: 111'17103 1333 01/03rO2 1.500 1On2/€2 2.0m Er-Div.Daie: 05/12/(XSplits:

Zacks lnvestment Research



Y.h@l Mv Yah6l Utf,

a1lmo[nlffi flCE ffi flrft***EEl
Tucsdry, August 10, 20O,t, 1o:39pm E? - U,S, t|larket3 Cbs€d.

wd@m., Gsrt [sh!-!!l

Quotes & Info

York Water Co (YORW)

Suryrl.. SormorE Spelrl

Analy.t Edlmatsa

E mlng[ E r

Avg. Estirnale

No. of Anavsts

l-ow Eslirnate

tllgh Estmab

Yeqlgo EPS

Rown]F Ed

Avg. Eslirnele

Ilo. of Analysts

l-ow Eslirnale

High Estlmale

YearAgo Sal6s

Sal€s Growlh (yerr/esl)

E mlng. Hlltory

EPS Esl

EPS Aclual

Ditferencc

Surpdss %

EPS Tr€.rda

Curr€nt Estirmle

7 Days Ago
g) Days A0o

60 DaF A0o

90 Days Ago

EPS R€vlrlon

Up Last 7 Dayg

Up tast g) Oays

Do{vn Lasl 30 Days

Down |.3sl90 Dayg

Grwtl Ed

Cunent Q{r.

Nexl Qir.

Cmdotr
S€pO4

lVA

0

rvA
wA
fvA

Cure.l Ot.
Sdp4l

wA

0
rvA

NA
5.79M
wA

SoF@

wA

'fc

CurBnt Ol.

S.FOr

rvA
0

N/A

IUA

lVA

t{A

0

rvA
rvA
rvA
il/A

rvA

ihn ot
Dr44

0

0

0

0

Indlt.y

't2.4%

6.4%

l{€! Olr Cw,trn Ya.r
DGO{ D644

Enter symbol(r)! l-
e.g. YHoo, ̂ oJI 

L. .-

1"'1**l-:$i*ffifii&l
Flnance Homc - Hclo

To tfitct stal

f 
svmmr bokup I Fimncescrrch

At 3:35Pttl er: 17.fi1 I O.

G€t lnrlyrt Irtlmtt t tor:

N.n Ot
Ihc-O4

0.75

0.75

0.75

0.70

CurEi Yalt

Dc-(X

N/A

0

lVA

'\UA

wA

rvA

M!roa

MA

%

Cu|onl Yaet
DG4I

o.76

0,75

0.76

0.75

0.73

qrrsi Yalr
Dc4a

0

0

0

0

Scror

1 . 1 %

8.5%

llqt Yaal
o6{6

o.Tl

t

o.Tl

o.T7
0.75

N.nYu
Dc.{15

rvA

lVA

il/A

N/A

NUA

Ju41

lVA

%

lSnYs
Dac.6

0.77

0.77

o.77
o.T7

NeIl Yaal

De{'5

0

0

0

0

s&P 5@

14.9%

15.6%

Dsdl

%

l{utOtl
DE{X

0

0

0

0

Cqtrrolt
SotrOa

YORW

IVA

tl/A



Thh Year

Next Ysar

Pasil 5 Yeals (per annum)

tlext 5 Y6ars (per annum)

Price/Eamings (ar€. lor
cotrparbon calegories)

PEG Ratlo (arrg. for
cofipatlson cat€gortos)

7.1y"

2.7%

2.5%

7.Ov"

n.9

3.27

10 .1%

10.3%

rvA
9,50%

2,84

2.38

3.9%

8.1%

N/A

4.89%

14.35

2.94

18.9%

10.1%

wA

10.77v"

10.07

1.49

Ei Add to Portlolio '0 
Set Alen El Email o a Frbno

l--ilsvmbot Lmr',DGet Anrlytt E tlnrtct fior Anothlr Symbol:

. Conlerence Calls

Like 5tcks? Saa lob opanlnoa at Yahool Rnarcc.

Cogytight C 20O{ Ya|trol lE All rlghl! raaryad. Pdv&y Pdir . T.m ol Sedic. - copyriotil Pollry

Quctaa daLtad, axc€pt whcc Indi@tcd othGillsc.
D.lay tlms aG 15 mtns tor ilASDAQ, 20 mlns tor ilYSE and Am!x. Sc also d.ley dms for gl[ggcihttrgE.

Quot! datr ptwtded by ReuteG.Analystopinlon d*a (rlcommandadon runmary, grl€atarg.ts, cov€raga llst) aE pror,lded by Thdnson Fhanclal l{atro.k, b|s.d elely
upon r€3eardt Into.rnttlon grnvldGd by thlrd party analysts. Yahoot hai not Hlc*Gd, .nd In no way €ndorsa3 thc v.lldtty of such datr. Yahool .nd ThormonFil shall mt

bc liablc br any actiors trken In rcllaf,e thffi,AnalFt Summary tnfom$on (uporad.3/dilngradcs tno.lula) pfovldcd by 8rl.nn9,@m,Dat and Inbmatbn ls
prov|dGdioftnform!t|on.|9ur9o5Gson|y'and|snot|ntddGdio.tndhg9urporcs'iG|thrrY|hootno'anyof|tsd.t!ordtcntprov|der(sucha3Rctlte]r,cslatd

exchanges) shrll bc [rblc foa any cnors or dclays In thc contrnt. or for .ny actlons takln In rall.ncc thclcon. 8y lcclsslng ttE Yahool site, a user acE$ not to
r€dlndbuta $e Inlbrmdon found thctrln.



prlnter-frlcndly vqsron

sponsored bY:REUTEnS,'D

Estimates
EPS Estimates FoB ffiffi@ symbotLookup

Pdntar-trlstdly varulon
gsck !o tull slte

Prlntable version

YORK WATEB CO (UTC)

' Frse otbr at AmeritEds ' $7 Tredes at Scoftde t Inlrodrchg Schrab Ttador CT

R||k A3.rt r YORX WA?ER cg

-Jt
) vidRiskAtertl6ts D AloutR.ttng

EPS Estimat€s

Quarter Endlng 06/04
Quarter Ending 09h4
Year Endlng 12lO4
Year Ending 12D5
LT Growth Raie

Earnings Surprlses

Earnlngi Pcr Sh.rc E.tlrnrlc3
ln US Dollar
*ol Mean
Esls. Est.

1  0 . t 6
1 0.25
2 0.74
1 0.77
1 7.00

High Low
Est. Est.

0 .16  0 .16
0.25 0.25
0.75 0.72
o.T7 0.77
7.00 7.00

Std. PtoJ-
D€v. PIE

o.o2 26.53
- 25.32

f tarn aoout ees Estim.t6

March 2004
Decamber 20O3
Soptembsr 20Gl
Jun6 2003
March 2003

Esthat€ Rcvislons

Ou.rtcrly Earnln gr Surp.lae.
Ertmrtod Yr. Act|rl Efnhg3 Pcr Shrrc

In US Dollar
E6limato Actual

o.15
0.15
424
0.16
o.15

0.25
0.18
024
0.16
o.12

Diflerence
0.10
0.03
0.00
0.00
.o.03

Q Lern aoout tarnings surpdses

Eunlngr Pcr ShrrG Ertlmdca Rcvlrlon. Summ.ry
L.st W.ck

Revised Fevised
Uo Down

0
0
1

0
0
0

t d tl W!.kl
Revised Revleed

Up Down
Quarter Endlng 06/04
Quarter Ending 09/04
Year Ending 12O4

0
0
1

0
0
0



The Yo* Water Company lmpounds, pudfies and distribubs water. They ate regulabd by lhe Pennsylvania Publlc Utility Commission
in lho arcas of billing, payment pfocodures, dispute proc€osirE, tefininations, s€Mbs tenihy, and nate settirg. Th€y must obtain PPUC
approt/al beicl€ cfiangir€ any of the afuienpntion€d proced|'ee.

Broker
Recommendatlons

STR BTJY HOLD SELL STR
BUY SELL

Pricdlloume Dea
52-YYk High

Low
Pdcechg-YTD

-YrDfiel)
Avg DlyVol
tuoRetunlRlsk
lmpl RetaYld+Gr
Beta

tharcholtuData
Shares Out
lnstltutions
Insiderc

$20.99
$17.00
-6%
-2Vo
12 000e

,10%

0.05

6.4 MM
10.270h
3.6806

EPS.PIE and gnowtn Ketes YrrYr
FY EPS PIE EPS Gr

12103 Act 0.70 26.0 17oA
12l04Est O.74 23.3 soh
l2l05 Est 0.77 22.3 5%
La$ Syr -z-/o

[ext3-5Yr{Est} Ioh
q.tner ney teesunes

Current
f/E (12 Mo) 22.9
Ref PIE 117oh
lfet Margln 24%
ROE 17.Ooh
LT DebttCap 43%

5-Year
Avg
24.4

19.7o/o
11.4o/o
48o/o

, I lL-lYAl EK Jl'Lf

ndustrv# 196
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BUSINESS: Connecticut Water Services, Inc. acts as the
parEnt company of The Connecticut Water Co. and other
subsidiarics, which supply water for residential, commcr-
cial, indusgial, and municipal purposes in Connecticut.
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and operates 10 water filtration treatment plants, including
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Has 195 employees. Chairman, C.E.O. & President: Mar-
shall T. Chiaralucc. Inc.: CT. Address: 93 West Main Street,
Clinton, CT 06413. Tel.: (860) 669-8636. Intcmet:
http://www.ctwater.com.
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DUSIITIESS: Middlesex Water Company, through its sub-
sidiarics, engagcs in the ownership and operation of rcgu-
Iated walcr utiliry systems in central and southern Ncw
Jcrscy, and in Delaware, as well as a regulated wastewater
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System also provides water service under contract to mu-
nicipalitics in central New lersey. The company operatcs the
water supply system and wastewater system for the city of

Fbc.l
Yaar

EARIS}ICS PER SHARE
lo 20 ixr {o

Ful
YT'

Perth Amboy rn New Jersey m partnershrp wlth lts subslcl-
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NCW J€rsey SUDSldaneS provloe waler ano wastewater
scrvices to residents in Southampton Township. The com-
pany's Delaware subsidiaries compris.ing Tldewater Utili-
ties, Inc. and Southern Shores Water Company, LLC offer
wat€r services to retail customers in New Castle. Kent. and
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Sussex Counties. Has 209 cmployees. C.E.O. & Presidcnt:
J. Richard Tompkins. Inc.: NJ. Addrcss: 1500 Ronson Road,
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BUSINESS: York Watcr Company engages in the im-
pounding, purification, and distribution of water in York
County, Pennsylvania. The company has two reservoirs,
Lake Williams and [ake Redman, which togethet hold up to
2.75 billion gallons of watcr. It supplics water for domcstic,
commcrcial, industrial, and fire protection purposes. The
company serves approximately 156,000 pcople in 33 mu-
nicipalitics in York County, Pennsylvania. It supplies
through the company's own disfibution system to the city
of York; thc boroughs of Nonh York: West York; Manches-
tcr; Mount Wolf; New Salcm; Hallam; Jacobus; l,oganvillc;
Yorkana; Seven Valleys; East Prospect; fcffcrson; Glen
Rock; New Freedom, Railroad; and portions of the town-
ships of Manchester, East Manchestcr, Wcst Manchcster,
North Codorus, Shrewsbury North Hopewcll, Hopewell,
Springcttsbury, Spring Gardcn, Conewago, Springficld,
Ymk. Hcllam, Windsor, Lower Windsor, Dover, and fack-
son. Has 92 cmployees. C.E.O. & President: William
Monis. Inc.: PA. Addrcss: 130 East Market Stre€t, York, PA
n40l. Tcl.: (717) 845-3601. Intemet:
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American States Water Go (Holding Co) (AWR)

Analyrt Edimatcr

Eilnlngs Ert

Avg. Estimale

l.,lo. ottulalFts

Low Eslirnate

High Estlrnate

Ys3s lgo EPS

Rar€nue Eat

Avg. Estirnate

1,0o, ot Analysts

low Estirnato

High Eslimate

Y63v 1'99 Sales

Sales Growth (yearlest)

Eamlng. Hlrtory

EPS Est

EPS Actual

Difference

Surpdse %

EPS Trcnd.

Cun€nt Estimate

7 DaFAgo

3() DaysAgo

60 DaysAgo

90 Days Ago

EFS R.vblom

Up Lsst 7 Days

W Last3o Days

Down Last30 Days

Down lest90 Days

ThF Year

ilext Year

Growth E.l
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Nextotr. wA

Past 5 Years (per annum) -9.5%
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0
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EPS Estlmates

E hlngs P.r Sh.rc E.Sm.Lt
ln US Dolhr
*of Mean
Ests. Est.
' 

1 0.42
1 0.58
2 1 .&
1 r.50
1 3.@

f lo- auout tes tttiratee

Quarter Endlng 06/04
Quart€. Ending 09/04
Year Endlng 12/04
Year Ending 12O5
LT Grcwlh Rate

Earnlngs Surprlses

HlSh Low Std.
Est Est. Dev.

o.42 0.42
0.s8 0.58
l.U 1.35 0.06
1.50 1.s0
3.00 3.00

Proi-

16.42
15.2:.

March 2004
December2003
Septemb€r 20C3
June 2003
March 2003

EstimatG RCvlslons

Ourrbrly Elmlngr Surpr|lcs
Estlln|bd vr. Actu.l E.mlngr P.r Shlre

ln US Dolbr
Eslirnalo Ac'tual

o.21
o.2
0.57
0.38
o.25

0.08
o.27
0.51
0.19
o.N

Diltgrenco
{.15
0.05
-0.06
-o.19

o.05

fr lorn about Earnangs Surpris

E.rnlng. P.r Sh.rc E3tlmrt . Rrvlrlonr Summary
L[tW..k h.t4 W..k

Revlsed Rovlsed Revised Rovised
Up Down

0
0
0

Up
Ouarler Ending odoa
Quarter Ending 090tl
Year Ending 12O4

0
0
0

0
0
0

0
0
I

AMERTCAN STATES WATER CO (NYS)



American States is a public utility compeny eng4ed pdncipally in the purchase, prodldion, distribution and sale of water. The
company also distriMes electicity in som€ @rmuniti6s. In tho cudornor sewioe seas br bofi wEter and ehc'Uic, rates and
operations are st^bjed to the judsdidion of lhe Califomia Rrblic Utilities Comnission.
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-0.12
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Inslders

W YdYT

FY EPS PIE EPSGr
f2r03 Act 0.78 32.'l 42o/o
12N1Est 1.35 16.3 73oh
12105 Est 1.50 14.7 110/o
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Current Avg
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Aqua America Inc (WTR)

Andytt Ertimator

Ernlng||E|t

Avg. Eslimato

No. olAlalysts

l-ou, Eslimate

High Eslimab

Year Ago EPS

R.Y.nue Eat

Avg. Esdmete

t{o. ot Anatysts

tow Estirnata

High E3timab

Y63lrgo Sales

Sales Growlh (!rear/ost)

E.mlngr Hlriory

EPS Est

EPS Ac,tual

Difter€nc

SuDris€ %

EPS Tr.ndr

Curr€nl Estirnat€

7 Days Ago

30 oays Ago

80 Days Ago

90 Days A9o

EPIS Rayldonr

W tasl 7 Days

tJp tasl 30 Days

Down tasl30 Days

Down t3st90 Days

Groulh Etl

Cur€nt Otr.

t',|€xl Otr.

This Year

Nexl Year

Pasl 5 Y€ars (perannum)

Naxt 5 Yeaf3 (per annum)

Cwranl Qlt
SeFOI

0.27

2
0.28
o.?3
0.24

CurLrl Otr
Sopol

122.4M

1

122.40M

12-&M

102.r5M
r9.8%

SctrGl

0.26

0.24

4.02
-7.7%

C[Ent Otr
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0.27

o.2a

0.8

o.n
o.27
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0.24

2
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0.u
0.19

|Lx Orr
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1

11g.$M
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wA

IUA
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0.19
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o.a
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o.21
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5
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0.79
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2
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wA

N/A
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4
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7.5%

s.5%

1
'I

0

0

Irdtaty

12.4%
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Year Ending '12O5

LT Growth Rate

Earnlngs Surprascs

Eunlngr P.r Sh.rc E.tlmrial
ln US Doller
#of M6an
Ests. EBt.

4 0.20
4 0.28
7 o.cl
6 0.96
6 8.83

High Low Sd. P'oi-
Est. Est. Dev. PIE

o.21 0.19 0.01
0.30 0.26 0.02
0.90 0.8.{ 0.o2 21.88
0.98 0.92 0.02 19.98

10.00 6.00 1.60

* [srn about EPS Estimrts

Ou|]tctly Elmlng! Surptl.Gs
Edlmrt d yr. Actud E rnlngs Pcr Sharc

ln US Dollar
Estimale Actual

o.17
o.20
0.26
o.18
0.16

Difference

AQUA AMERTCA tNC (NYS)

tlll [4:02 PM ET] GHIIOE

March an4
Decembor 2(ns
Septomber 2003
June A)G3
March 2003

Estimatr Revisions

o.17
0.20
0.26
0.18
o.15

0.00
0.m
0.01
0.m
0.00

I uern about earnings surpris

Quarter Ending Od(X
Qrartor Endhg 09(X
Yosr Ending '12104

Errnlngr Pu Sharr Ertlmatcr Roylllom Summrty
t n Wc.k ]r.t 4 Wecks

Revlsed Revised Rovised Revised
Up Down Up Down

0 0 0 2
0 0 2 0
0 0 0 2



Aqua America is the large8t puuidy-trad€d U.S.Sas€d weter utiliV seruing residents in Pemsylmnia, Ohio, lllinois, Te)€s, Ndv Jer8ey,
Indiana, Virginia, Flodda, Norlh Carolina, Meine, Mi8souli, NewYod<, Sonlh Garolina and Kentud<y. The company has been committed
to th€ preservation and impovemant of the envircnment thro4hout its history, wtich spans more lhan 100 years.
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Low
PriceGhg-YTD

-YTD(Rel)
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12103 Act 0.79 28.0 2%
1?04 Est 0.87 22.7 11o/o
12105 Est 0.96 20.7 10%
Laal 9Yr v-/o
tfext 3€Yr (Est) */o
SI4IIA?I.EETEIIISI

Gurront
?tE(12 Mo) 24.0
Rel P/E 124Yo
ifet Margin 'lBoh

ROE 11.5o/o
LT[lebUCap 53%

c-r6ar
Avg
23.4

18.6%
12.8o/o
530h

Broker
Recommendatlons

STR BUY HOLD SELL STR
BUY SELL

llfL-WAIEll I'',��LY

nduetrv# 196

,nqtggysomnnDtas rmpl
prChsl ptE I srsor I rncor l Pdcc, l Pdc., I R"t I Dtu | tt t I I D"bt
YTD l(r2ro) lsYrElt  I  Book lsatcr I  cF I  PrE I  Ylold l targinl  RoE I  Gap

lr.auAAtutEtt tNu
iIDUSTRYAVG'
t&P 500

' 1 4

-1O% 
| 24.{J

| 24.1
4% | 1e.5

lomoanies in inc

9 Y o  I  Z . r  |  4 . b  1 1 5 . U  l U . 4 r 5  l z . 4 ' / o  1 1 6 . C % l  1 1 %  l c 5 %
s o h  I  z . t  I  l l 2 . T l o . 4 s l s . s o z o l s . z z l t o x l
1 0 %  |  4 . 1  |  I  |  1 1 . 8 % l  l 2 6 v o l

lustry orouo.
Latestsplits: 12Jouo3 1.250 fngol 1.2fi 12lul0o 1.250 E(-oiv. Dab: o5l12lo4

Zacks Investment Resoarch



wFrflrfleEffi*fft***E@l
f.rcsday, August 10, 20Oa, 10:50pm ET - U.S. llr*.tr Closod,

Wdcom+ GuG.t [Slon lnl

Quotes & lnfo

Galifornia Water Service Group Holding (CWT)
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CALTFORNTA WATER SERVTCE GROUP (NYS)

ire'f t+nc pl,r rr: ofirnt 
*l;| 

k^t"'rr*cr'r.t.|
I

i 27.60 uso

EPS Estimat€s

Quarter Ending 06D4
Quarier Ending 09/O4
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LT Growlh Rate

Earnings Surprlses

Errnlngt Pcr Sh.rc Ertlmrtrr
In US Dollar
#of Mean
Ests. Est.

3 0.40
2 0-74
3 1.59
3 1.67
1 3.00

Hlgh Low
Esi. Esl.

0.44 0.35
0.78 0.70
1.66 1.55
1.75 1.52
3.00 3.00

Proi-
PIE

srd.
Dev.

0.05
0.06
0.06
o.07

16.95

16.08
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March 2004
Docomb€r 2003
Seplembor 2003
June 2003
Marcfi 2003

Estimate Rcyloions

Oulrt rly Elmlngr Surpr|t.r
Eatlmltad w. Actlrl Ermlngr Pcr Sh!r.

In US Dolhr
Eslimal€ Aclual

o.s2
o.25
0.60
0's0
0.'ts

o.08
o.4l
0.53
o.30
-0.05

Ditference
o.06
0.16

{.07
-o.20
-020

G [srn .bo!t E!.nings surpris

Quarl€r Ending 06/04
Qrarter Endng 09&4
Year Ending'l2r04

Ermlngs P.r Sh.r. E3tlmbr Revlrlonr Summrry
h.twrck tltt4 W€ek3

Revised Revised Revised Revlsed
Up Dorvn Up Down

0 0 0 0
0 0 0 0
0 0 0 0



Calibmia Wator Service Companfs bueines, whidr ia canied on thro4h its operating suboidiades, consists of the plodudion,
punfiase, slorago, rurification, di$ribution and sale cil water br domestic, indwtrial, public and inigation uses, and br fire protection. lt
also prwkles water rslated sanrices under agrcements with munidpelities and other private cdnpanieE. The nonregulat€d services
indude full water system operaton, and t illirp and m€fier readirg s€n ic6s.
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Debr ord 48.3 5€.8 47.9
Other 19.6 20.3 21.1
Cunent Liab. 79.5 95.90 82.4
Fix. Cho. Co/. 285% 255% zWA

Statgs Whtsr Co. oFntos ae a holdlrB
coorpany. IhruO b Fhdpsl s|i6r:dEry, Souhetn celtoda
Wahl Co.rp8ny, h Elilb6 wabr to 75 cofiinliti€s in 10
counliEs. Sofirico aEas induda ths gsstn mtmpolbn rnas ol
tG Ang6h3 and Olbngo Count!8. The conpany abo pro/ld68

22,000 (r,stofirolg in th6 dy

d Big B€at Lake and in at€as of San Bomaldino Comty. Acqdl8d
Chspanal qV Watsr ol Atizo.re (tO!0); l1,,lOO qatomeB. Has
abod 520 €md0y€6s. Otl. & dir. om l6ss thsn 'l% ol commdl
slod( (4tX Pro[y). Chahmafi Uoyd R6s. PEsH€nt & CEO: Floyd
Itl|ds. hcdporeted CA" Add.: 630 Erst Foothl Boulsvard, Sarl
Dirus, CA 9123. T0l.: 90&@+500. Wob: rvrw.asr€l6.com.

Amerlcan States Water Company con-
tlnues to dlcappolnt. The company
reported first-quarter earnings of $0.08 a
share. nearlv 70% lower than we
anticlpated aird 60o,6 lower than 2003's
lackluster total. Revenues were flat in the
quarter due to a delav in the rate increase
th the Regon III cus-tomer service anea of
the companv's Southern California Water
Company (SCW unit. The lncrease, whlch
was expected to be in place for the flrst
quarter, was not effective until late in
March. Making matters worse was an in-
crease in supply costs due to more pur-
chased water ln SCW's resource mix. As a
result, we have lowered our 2004 earnings
estlmate bv $0.20, to S1.25 a share.
The Catlfornla Publlc Utllltles Com-
mlsslon (CPUC) ought to provlde
more favorable rullngc golng forward.
Aside from the aforementioned rate hike,
which should be included in the company's
second-quarter results (not yet releas-ed
when we went to press), American recently
announced that another decision bv the
CPUC on Julv 8th should result in a $5,2
million pre tdx gain. In addition, the com-
pany has reached an agreement with the

commission that will provide for increased
revenues ln the Recion II customer service
area of SCW antidpated to begin in Sep-
tember. The rate case should generate an
addltional three vear increase in revenues
of t3l5 million. \AIe believe tiat the current
administrations focus on deliverinc more
timely decisions augurs well for AWR's top
line going forward.
A thhter regulatory envlronment,
thoufh, wtll piobablj dtlute some of
these galns ln 20O5. Wlth regulatory and
infrastructure costs on the rise, AWR is
looking to a share offering to fund the
needed upkeep. About $30 million in stock
will ltkelv be offered within the next vear.
As such,-we are leavlng our 2005 boitom-
line estimate untouchedat $1.55 a share.
We do not recommend Amerlcan
shares. They are ranked to underperform
the broad market in the year ahead and
thev offer little in the wav of appreciatlon
pot6ntial our to 2007-20091 In addition, the
oompany will be hard-pressed to increase
its dividend pavment substantiallv as cash
flow witl lik'elv continue to be limited bv'the 

rising maintenance costs.
Andre J. Costanza JuIv 30. 20(M
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BIrSI{ESS: Aqua Amear, hc. '6 $e holdlng co.rpany l0r w8l0r
rnd vadoxslBr dttios thet son,o epgorimahty 2.5 ryillion rgsi.
donb h P€n'lsylvcrh, Oilo, N€tr J€cay, ilkris, lhinr, f,lortl
Carolha, T€Irs, Eodde, Kontucly, {d live o$or shtss. Di\r6ted
hr€o d to.rt no|}r6ter hr6he8s08 in '91; hlsmadatlng grcup ln
'S; 6nd 0bd8. A.auind Cmsufiers WEter, {,90: Aqasqrce,

7,03; and 0fi96. Weter 6uppv rsvsnues m: rssibntlal, 59%i
commorcld, 17%i indrstrhl & oth€(, 24%. Ottlcors and d|rclo{s
ovm 1.,f,16 d 0D comndl 8io* (1/01 Prwy). chsinnro & chhl Er.
€cu0yo Off c€c llidrolas DoBenodic{s. lncorpoiat€d: P€nns}/'lvanb.
Addru€s: 7@ West Lancsstgr Avenue, &yn Mawr, Pemq/lvania
19010. Tolephono: 61G525-1400. l0temet rffir.aquaarngdca"corn.

Aqua Arnerlca contlnues to grow
through acqulcltlons. The company
recently announced the completion of its
purchale of Heater Utiltties,'addtns more
than 50.000 new customers tn Nort6 Caro-
llna to lts total. A deal was also finalized
to purchase water and wastewater sys-

ulated subsldlarles ln varlous states.
Operations in Illinols were recently grant-
ed a 2196 increase in rates, totalins aD-
proximately $2.1 million. Appllca-ttoris
have been filed in Pennsvlvania, New Jer-
sey, and Texas for anriual revenue in-
cr6ases of $25 million, $2.6 millton, and
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various smaller purchases, the company is tionally, rate negotiatlons take a number
more than half way to managements goal of months, and the rate increase that is
of 30 acquisitlons for the year. We expect awarded is subject to change based on an
annual revenue growth of approximately expected r€turn on equity and capital im-
7% for the next 3 to 5 years as acqulsitions provements. Therefore, we do not expect
from 2003 forward are inteqrated. How- new rates to take effect until the second
ever, 

- 
half of the year, but they should help reve-

Marqlns are belng pressured by ln- nue qrowtli for the next-few years.
tegrltlon expensei dnd hlgher lhter- Aqui Amerlca shares offer ltttle ap-
est rates. As new management ls put in preclatlon potentlal through ZOOT-
place, redundant operations are being 2(X)9. Gmwth through acquisition should
trlmmed, but not before a period of over- contlnue to improve results, but the regu-
lapping operations. Penslon expe,nses and lated nart,re of_the industry may well limit
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labor forces also Dressure marglns. Too, as
interest rates ds;. the cost of-debt for ac-
quisitions mav hurt results.
Rate negottitlons are ongolng for reg-

U T E  J P E E S

accretive to earnings. But this unfavorably
ranked stock does offer predictable returns
and a growing dividend.
Matthew B. V Albrecht July 30, 2004
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Callfornta Water Servlce Groupb re-
3ulti are lmprovlng. The company
reDorted earninqs of $0.08 a share in the
firbt quarter, co-mpared to a loss of $0.05
last year and our estlmate of $0.03. The
outp6rformance was revenue driven, as
tha' f t rm'< fnn l inc inrrpaed 77 on a

announced plans to sell 1,25 million
shares of corhmon stock at $27.25 a share
in the second quarter. The nearly $34 mil-
lion in proceeds are slated to be used to
pay for the aforementioned purchase, es-
calating infrastructure costs, and addi-
f idnal Acdrr is i t inns
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year-over-veai basis, due primarily to fa-
vorable rdte increase rullriss by the Cali-
fornia Public Utility Comm-issirin (CPUC).
Indeed, approximaiely $7 million of the
top-line adnance was a result of rate in-
creases, wlth the rnajority stemming from
th€ 2001 general rate case. On a down
note, the higher water usage rate hurt
CWT's operatlng margin, as it forced the
company to purchase water to meet
demand.
The fragmented Induotry ls produclng
oDDortunltles. In fact, CWT subsidiary
Nc-* Mcvlcn ltrIatar Scruice Cnmnanir

Favorable general rate case rullngs
augur well for Callfornla. The company
received a $4,4 million step-nate increase
in January, whlch likelv went into effect
during the second quartir. Plus, a decision
on the 20O2 ceneral rate case was awarded
by the CPUC in April, altowtng for an in-
crease of $3.5 mtllion on an annualized
basis. As such. we have added a dime onto
our 2004 share-net call. Still,
These untlmely shares offer llttle ap-
peal at thls tlme. Any galns we foresee
from further CPUC rulings and the robust
nonrrlation orowth of the state of Califor-
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capltal expenditures. How-
ever, CWT may be attractive to income-
oriented invest6rs because of its solid divi-

New Mexico Water's Middle Rto Grande
water system and 950 customers south of
Albuqu6rque. The deal increases New
Mextio Water's customer base by 40%.
A stock offertng ls llkely, Tlie company
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BUSINESS: SJW Corp. operates as the holding company
of San Josc Watcr Company, SJW Land Company, and
Crysal Choice Water Service, LLC. San Jose Water pro-
vides water service to a population of approximately one
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and retail sale of water, It also provides nonregulatcd
watcr-relatcd services under agreemcnts with municipali-
tics, SJW Land owns and operates parking facilities, which
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are located adjac€nt to San Jose Water's headquarters and
the HP Pavilion in San Jose. Califomia. It also owns
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partnership interest in 444 Wcst Santa Clara Street, L.P., a
real estate limited partnership that owns and operates an
officc building. Has 301 employees. Chairman: Drew Gib-
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son. Inc.: CA. Mdress: 374 West Santa Clara Strcct, San
Jose. CA 95196. Tel.: (408) 279-7800. Internet:
http://www.sjwater.com.
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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-I8. Refer to the Direct Testimony of Dr. J. Randall Woolridge at22 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 curent 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 growttr ov€rthe 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 leld 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 overstaternent of the equlty cost rate
estimate derived from the DCF model because both the adjusted dividend yield and the
gowth component are overstated.

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



Kentucky-American Water Company
Case No.2004-00103

Information Request Response to Commission Staff
Respondent: OAG Witress Dr. J. Randall Woolridge

Set I

PSC-I-l9. 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. Identiff any event or occunence since July 2004 that lowers or lessens ROE
expectations for a regulated utility.

Resoonse:

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.



Kentuclqy-American Water Company
Case No.2004-00103

Information Request Response to Commission Staff
Respondent: OAG Witress 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 ofequity.


