DO

From: , o Bob Golembe [anthemkld@cox net] -

Sent: : Sunday, April 11, 2010 5:21 PM:~~

To: Mayes- WebEmarl Kennedy- Web Newman Web Pierce-Web; Stump- Web
Cc: v Utilities-Div. - Mailbox

Subject: Comment on AZ Amer Financial 2009 (Docket W- 01303A 09-0343)

Attachments ; AZ Amer Fmancrat 2009, pdf S o) - D! 303 R-OF- 5303

Dear Chair'woman Mayes and CommissiOners: s
; Thank you for attending Anthem on the 7th of Aprll to host a Pubhc Comment Session.
I belreve that the financial well being of Arrzona Amerrcan Water Company is the collective revenue and

expenses flowing to coporate headquaters at Amerrcan Water in New Jersey. Having worked in a multi-billion

dollar company with many divisions worldwrde 1 belreve rt is the "bottom line" that the stockholders look for
in therr investment. '

. Attached is the 2009 financial statement from the parent company, American Water. Thev look pretty healthy L
- at th|s time. : e

“Admitting | am not a financial guru, it appears that therr proposed rate increase that doubles our monthly b||l
is completely unwarranted (to be polite).

Once again, THANK YOU for coming to Anthem,v

Bob Golembe
Anthem, AZ

PS: The attached information was provided to mefrom a fellow Anthem resident, Mr. Ken Cohen.
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Cash flows from eperating activities have been a reliable, steady source:of funding, sufficicut o meet
operating reguirements. owr dividend payments and 8 portion of our capital expenditures requirements. We will
seek dm ss to debt and equity capital markets 1o meet the balance of our eapital expenditure requirements as
needed. There can be no assurance that we will be able 10 aceess such markets successtfully on favorable terms or
at all. Operating cash fJows can be negatively affected by changes in our rate regulatory envirenments or changes
in our cusiomer economic outlook and ability to pay for service in a timely manner. We can provide no assurance
that sar customers” historical payment pattern will continue in:the future.

The {following tahle provides a summary of the major items affecting our cash flows from operating
activities for the periods indicated:

2009 2008 2007
: S {in thousands)
Netincome (JO88} o oouint ot ciiiin Lol $(233,083) 0§ (5624210 $(342.820)
©Add (subfract): ) i . :
Non-cash operating acovities(ly . o000 PR 1,016,826 1214120 881,013
Changes in working capitald2) .. 000 L ; 601415 7 5523 16,770
Pension and postretitement healthcare wmnbutwns RN {127,446) (105,053) (81.245)
Net cash flows provided by operations .0, o0 0 iie i % 596,156 %552 1()9 3473712

(1) Includes (gain loss on sale of businesses, depreciation and amonization; impairment charges, removal costs
net of salvage, provision for defesred income taxes, amortization of deferred investment taxeredits,
provision for losses on utility acconnts receivable, dllowance for other funds used during construction,
{gainiloss on sale of assets, deferred regulatory costs, amortization of ddcmd charges and other non: -cash
irems, ner, Jess pension-and postretirement bealthcare contributions,

{2)  Changes in working capital include changes 1o accounts receivable and unbilled unhty evenue, taxes

receivable (including federal income), other current assets, accounts pa;ablc taxes acerued {including -
o federal income), INCIest aeerue d and other current lwbﬂt(;c

Fhe increase 1o cush flows from operations during‘ 2009 cmn;mréd 1o 2008 was primarily due 10 increused

wvem'm offset by changes in working capital mainly driven by ¢hanges in taxes receivible and taxes uccrved.
he change i taxes bs primarily due to the Tact that & $35.0 million tax refund. includi mg intevest, was received in
D cember 2008, No similar amoun( was received af the end o.2009.
N ; SR

In December 2608, the Company tiled 2 rc'queﬂ with the Titernal Rcvcnuc Service (JRS) o change its 1ax
accounting method for repair und maintenance cost on its utility assets: The IRS partially approved the request in
October 2009, with the Company receiving tinal approval in February 2010, As # result of this change we expect
1o yeceive cash refunds of approximately 543,71 million, mdudmg a carryback claim for alternative minimum tax
of $25.2 million which will be filed for in “()l[) R

The increase in cush flows {rom x)['xrmi&m» during 2008 compared to 2007 was primarily due to increased
revenues partially offset by higher contributions to our pension-and postretivement healtheare trusts.

The Compuny currently expects 1o make pension and postretirement benefit contributions to the p plan trusts
of 51199 million in 2010, of which $22.6 was already made in Tobruary 2010, In addition, we cwrently estimate
that contridutions will smount to $147.9 million in 2001,°%155.8 million in "0!2, $1238 1 2013 and $118.8
million in 2014, Actual amounts wmnbmcd could ch‘mgc mdmmll} from rhmc estimates.

’i"hc inevease in the 2000 contributions wias the m:mh. of the Compzmy’a‘; 2008 ma‘i‘nnded status of its pension
plan, which increased significantly primarily due to Jower than expected 2008 asset returns, Bused on the then
current phn assets and expected future asset retdams, the Company estimated in‘early 2009 the increase ta
pension and postietiremient expense (et of capitalized azm:mms}in 2009 10 be ka}i'pmximawl,;; $372 mflion,
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IXECUTIVE COMPENSATION
09 Summary Compensation Table

Change in
Pension Valoe

and
Nonqualified
. : Non-Equity Deferred
Stock QOption {acentive Plan Compensation All Other
Salary Bowus Awards: 7 CAwards Compensation Earnings ‘Compensation
we and Principal Pasition ($:3) (KM) o (s}gﬁ‘) ($)6) - (SK7) (,3';;(9_; v
gl Ly Carrel] CE (e T BT s LS
: -8 $ 3
$.5 _ 3 5
n O Wolf WS S 49462 § S WIS 2TH9 5 2588 S 15,799 s
Senior Vice President and Chief T e e v
Fipancial Officer | 2008 & 475558 %278000 0§ 401,664 % 581418 % . 91()‘950 3 $650 § 106,403 . $
o § 4598688 o § L gt e § 0 D3RS87S RO 46578 $
S B &
§ s ; :
30 , ) Aasses g e : L A9T4as
73 You 2009 S 44342208 5 160024 $ 160027 S 7512 S 6s12s8 S 18348 § 1608402
Chied Water Technology Officer, L2008 0% 422061 82472000 % 357030 © % S16818 . % ! 769,218 8§ S50.453 % . 17481 §- 2880801
Pregudent, Armendan Witer Services & : ‘ : : :
el Previdens, Amierican Water Works
Servioe Company(2) - Sl : R B & . BT e
2007 % 408,771 % UG S T R 06927 28700 § 26,188 § - 850,581

)mew,?&ﬁs . 5B i , o e e s \7{?:{?;88?

Mr. L ymh has served s our Presiden and Chief Operaning Officer, keau!awd Upemtions smw March l ”01(3 (prmr to ﬂmt dmt Mr. Lynch was President of Regu!aled ()]xammns)

Mr. Young has %rm‘.ﬂ ag our Chied Water Technology Officer sinee'Marei 1, 20 li) the thtﬁuu of Anwcan Water bemwa since July 28, 2008 and the Presydcm of Ammmn Water -
Works '%ﬂnm‘ Companmy since Fabruary 1, 20 U (M. Young was our ¢ hw nymimg {fficer from (Mu%:mr 1. "{‘:OS i July 27, 2008, : : :

T areunts x?umn iy this column represent the discretionary portion of &h wmplermn h(%nusmvnbk i »a»h named executive officer in umnumm with our mma! public: umrmg
¥

§ rliod wiis pavable ac the discretion of RWE, based on its Judgment of cach exechtive’s feadershipand support i positively marketing tha business and preparing for ol initral
. wnid therefore 13 considered abonus award disclosable in this column pursEnt 1 nules of the Securities and Exo hange Commission. The other portion of each named

s complietion honus, which was cqual to 5U% of cach named executive 6iicer's base eaiaxg was payahte hasad solely on the consummution of the initial puhliz

e, il therefore is considerad 2 non-equity award pursuant t rules uf the Securities .md Bxehange Commission and is dl\dnscd in the “Non-Equity ncentive. Plan
Compansation™ column

£ wmounts shown i s solimi reflecy the gram date fair valus of me pertormance-hased restncied stock unit awerds granéd to the named exeoutive offivers. In 2008 two grants

At made in connection with vur inital public offering. The amounts disclosed represent-the value at the grant date based upon e probable aurcoing of the performance conditions.
CThese amounts reflect the Company® gregate compensation cost expected (o be récorded in our financial staements over the seryice peried for such awards determined at the grant

daten accordance with opic T8 The toltowing table shows the grant date (mr wlm of me awards al the grant date assuming the highest tevel of performiarice conditions . -+
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canrely wpon cash flows

Dividends

“Our buard of directors has adopted a dividend policy to distribute 10 our stockholders a portion of our et
cash provided by operating activities as regular quarterly dividends, rather than retaining that cash for other
purposes. Generally, our policy is to distribute 50% to 70% of our net income annually. We expect that dividends
will be puid every March, June, September and December of each fiscal year 10 holders of record approximately

15 days prior to the distribution date. Since the dividends on our common stock will not be cuniulative, only
declared dividends will be paid. '

During 2009 and 2008, we paid $137.3 mithon and $64.1 mithon in dividends, respectively. For 2009, we

paid a dividend of $0.21 per share on December 1, 2009 and September 1, 2009 and $0.20 per share on June 1,

2009 and March 202009, For 2008, we paid a dividend of $0.20 per share on September 2, 2008 and
Deceraber 1, 2008, There were no common dividend payments made for 2007,

Subject w applicable law and the diseretion of our board of directors, we will pay cash dividends of
approximately $0.21 per share per quarter in 2010, 0 be piid approsimately 60 days afier the end of each fiscal
guarter. The quarterly and anmual average aggregate dividend amounts for the four quarters would be $36.7
million, and $146.7 million annually. The aggregate dividend mmounnts are based upon 174.7 mitlion shares
outstanding as of February 23, 2010, Under Delaware faw, our board of directors may deelare dividends only to
the extent of our “surplus™ (which is defined ag total assets at fair market value min total Habilities, minus
statutory cupital) o, if there 38 0o surplus, out of our net profits for the then current and/or immediately preceding
fiscal year. Although we believe we will have sutficient net profits or surplus to pay dividends at the anticipated
levels during the nest four quariers, our board of directors will seek perindically w assure itself of this before
actuatly declaring any dividends. In future periods. our board of directors may seek opinions from outside
viluation firms to the effect that our solvency or assets are sufficient 1o allow puyment of dividends, and such
opinfons may not be fortheoming, 1 we sought and were not able to abtain such an opinion. we Likely would not
be able 1o puy dividends.

GroJanuary 29, 2610, our board of directors declared a quarterly cash dividend payment of $0.21 per share
payable on Murch 1 2010 w all sharcholders of record as of Februawry 18, 2010,
C Current Credit Market Position

The Corapany believes it has sufficient lquidity should there be a disruption of the capital und credit
markets. The Company funds hguidity needs for capital investment, working capital and other Imancial.

—eommitments through cosh lows from operations, public and private debt offerings, commerciad paper markets

and credit facilities with $850.0 miliion in aggregate total commitments from a diversified group of banks. As of '
February 24, 2010, we had 38018 niillion available to fulfill our short-term liguidity needs, to issue Jetters of
credit and-back our $58.9 millien outstanding commercial paper. As of February 24, 2010, the Company can
issue sdditional commercial paper of $641.1 million which is backed by the credit facilities. The 2008 market
disruptions caused the Company 1o redeem its tax exermpt bonds in variable rate structures and remarket as fined
Company clasely monitors the financial condition of the financial institut ions associated with

rate secarities, The Ce
its credivfacilines.

ent ravket disruptions will dmpact ity longterm ability 10
obtain finencing. The Company expects to have access to liguidity in the capital markets on favorable terms
before-the matarity dates of its current credit facilities and the Compary does not expect & signiticant sumber of
its lentders to defaulton their cormitments thereunder, In addition, the Company can delay major capital
investiments o1 pursue {inancing from Other sources 1o preserve liquidity, if necessary. The . Company believes it
rom aperations 10 meet fts oblizations and fund its minimum required capital
investments foras extended periad of Hme. e )

At this ime the Company does not believe re
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