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IN THE MATTER OF THE COMMISSION’S | Docket No. W-00000C-06-0149
GENERIC EVALUATION OF THE
REGULATORY IMPACTS FROM THE USE
OF NON-TRADITIONAL FINANCING
ARRANGEMENTS BY WATER UTILITIES
AND THEIR AFFILIATES.

RESIDENTIAL UTILITY CONSUMER OFFICE’S

COMMENTS

During the Commission’s recent workshop on periodic generalized cost of equity
information that was conducted on June 16, 2011, RUCO rate analyst William A. Rigsby
addressed Commissioners Paul Newman and Brenda Burns and offered to provide a copy of
The Value Line Investment Survey’s (“Value Line”) most recent quarterly update on the water
utility industry. Attached hereto is a copy of Value Line’s April 22, 2011 quarterly update that

Mr. Rigsby offered to provide.

RESPECTFULLY SUBMITTED this 17" day of June, 2011

"‘
Daniel W. Pozefsky Q
Chief Counsel
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1200 West Washington
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Janice Alward, Chief Counsel
Charles Haines, Esq.
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1200 West Washington
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Steven M. Olea, Director

Utilities Division

Arizona Corporation Commission
1200 West Washington
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Thomas H. Campbell
Michael T. Hallam

Lewis and Roca LLP
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Thomas M. Broderick
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American Water
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Graham Symmonds
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Garry Hays )

Law Offices of Garry D. Hays PC
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Phoenix, AZ 85016

Timothy Sabo

Roshka, DeWulf & Patten, PLC
One Arizona Center
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Court S. Rich, Esq.

Rose Law Group PC

6613 N. Scottsdale Road, Suite 200
Scottsdale, AZ 85250

Bryan O'Reilly

SNR Management, LLC

50 South Jones Blvd., Suite 1
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Joseph Harris
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WATER UTILITY INDUSTRY

1785

Water utility stocks have been met with some
resistance since our January review. Indeed, all
but a single issue covered in our Survey gave back
some ground. And the exception advanced less
than 10% in price. As a result, the group, as a
whole, has slipped into the bottom half of the pack
for Timeliness after residing in the top quartile
last time around.

Wall Street’s apprehension is not surprising,
given that most of the companies reported disap-
pointing earnings in the fourth-quarter. (First-
quarter results were not released as of the day of
this report). Indeed, revenue growth, although
healthy thanks to continued progress on the regu-
latory front, seemed to fall short of expectations.
Earnings, meanwhile, were further frustrated by
the increasing costs of doing business.

The group’s growth prospects going forward are
not overly impressive either. With the exception of
American Water Works, not a single stock in this
industry stands out for Timeliness or 3- to 5-year
price appreciation potential. The companies here
face stiff headwinds on the cost front, as many of
the country’s water systems are aging and increas-
ing in the need for repairs and maintenance. Fi-
nancial constraints are of further concern, with
the financial moves that are likely to be made in
order to maintain infrastructures dilutive to
share-net growth.

Insatiable Thirst

As an essential part of life for all forms of life, demand
for water is undeniable. As a result, the delivery of this
liquid, which water utilities are responsible for, is nearly
as vital. Indeed, water providers are responsible for the
safe and timely delivery of water to millions of Ameri-
cans every day. Demand for water ought to continue to
grow along with the population, creating the most favor-
able landscape for companies operating in this area.

Favorable Backing

Although the services of most utilities reach across
state lines nowadays, state regulatory boards have been
put in place to maintain a balance of power between
providers and customers. Among their main responsi-
bilities is to review and rule on general rate case
requests submitted by providers looking to recover costs.
That being said, it is easy to recognize the importance
that they play to utilities. Many boards have become far

INDUSTRY TIMELINESS: 54 (of 96)

more business friendly in recent years, auguring well for
utilities.

Deleterious Costs

Despite a more favorable regulatory climate, providers
still have troubles facing them. Infrastructures are de-
caying rapidly and, in many cases, need complete over-
hauls. The costs to make the repairs are exorbitant
many operating in this space do not have the funds on
hand to foot the bill. Indeed, most are strapped for cash
and will have to look to outside financiers to keep up.
Although consolidation trends present unique opportu-
nities for those with the financial capabilities to throw
their hat in the ring, such as Aqua America, others are
just trying to stay afloat. Unfortunately, the financing
costs to stay in business, whether it be additional share
or debt offerings, will probably drown most and dilute
shareholder gains moving ahead.

Conclusion

The bulk of the stock’s in this group have lost any
luster they had from a growth perspective. Although the
share-price weakness makes for more attractive entry
points, only American States Water stands out for appre-
ciation potential. That said, the dividends of many help
make for worthwhile total return appeal in some cases.
Again American States Water, along with American
Water Works, and newcomer SJW Corp., top the list on
this account. (Readers can see more about SJW in the
pages that follow). That said, we do think that there are
better options out there for investors looking to add an
income-producing stock to the portfolios. The average
Electric Utility stock, for example generates better in-
come. Plus, the financial constraints mentioned above
sit in the back of our heads when it come to thinking
about the payout down the road. Elsewhere Aqua
America is an interesting issue. Its acquisition-friendly
ways, especially its recent venture into the solar power
arena, may interest more risk-tolerant investors. As
always, we advise potential investors to take a more
thorough look at the individual stocks before making
any monetary commitments.

Andre J. Costanza

Composite Statistics: Water Utility Industry Water Utility
RELATIVE STRENGTH (Ratio of Industry to Value Line Comp.)

2007 | 2008 | 2008 | 2040 | 2011 2012 1416 600
36918 | 36133 | 4137.7| 4510| 4785| 5050 | Revenues (Smill 5925
d168.8 | 3720] 3096] 490| 535 490 | Net Profit ($mill) 750 500

NMF | NMF | 38.2% | 30.0% | 39.0%| 39.0% | Income Tax Rate _ 39.0% 400 A

NMF | NMF| 15%| 5.0%] 7.0%| 80%]| AFUDC % to Net Profit 10.0% N\

51.1% | 51.1% | 52.3% | 52.0% | 52.0% | 51.0% | Long-Term Debt Ratio 51.0% / \'\ A

48.9% | 48.9% | 47.7% | 48.0% | 48.0% | 49.0% | Common Equity Ratio 49.0% 300 A ’\\,\_ = P
131346 [12795.2 137440 | 14300 | 14950 ] 15475 | Total Capital (Srmill} 16785 / "\/"""\/
145428 [14542.8 |15611.0 | 17500 18250| 18975 Net Plant ($mill) 21500

3% | 44%| 44%| 5.0%| 55%| 6.0%]| Return on Total Cap!l 8.0% 200

NMF | 60% | 65%| 70%| 7.5%| 8.0%| Returnon Shr. Equity 9.5%

NMF | 60%| 65%| 7.0%| 7.5%) 8.0%| Retum on Com Equity 9.5%

NMF | 30% | 22%| 3.0%| 3.0%| 3.5% | Retained to Com Eq 45%

NME | 50% | 67%| 65%| 62%| 57%| All Divds to Net Prof 55% ;

NVF | 207| 193 o Avg An'l PIE Ratio 210 100

NWF | 125| 129 ®Vals Line | Relative PIE Ratio 1.40 2005 2006 2007 2008 2009 2010 2011

22% | 24% | 35% estimates | pug Ann'l Divd Yield 26% index: June, 1967 = 100
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Insider Decisions il 15
MJJASOND ‘
wBy 000000000 10
s 006060000 RE
Institutional Declslons °F eStenaper % TOT}E,ETUE,:‘A;,{;L
202010 3Q2010 402010 had STOCK  INDEX
toBuy 134 146 145 1 1yr. 337 234 [
to Sall 107 93 119 LT T 3y, — 490 [
Hid's(000) 154379 149349 145430 ! ; TULELCITT sy — 459
1995 | 1996 | 1997 | 1998 2008 | 2009 {2010 | 2011 [2012 | ©VALUELINEPUB.LLC| 14-16
-- -- -- .- 1461 | 1398 1549 | 1610 16.35 |Revenues persh 17.95
- - -- -- 287 | 289| 356 | 350| 3.80 “CashFlow” persh 410
- -- -- -- - : 1.10 125| 153 170| 1.80 |Earnings per sh A 2.10
- .- -- - - -- -- - -- -- -- -- -- 40 82 86 .90 .94 |Div'd Decl'd per sh B 1.10
-- -- - - -- - - .- -- -- --| 431] 4747 631 450 438| 430| 4.25|Cap’lSpending persh 420
-- -- -- -- -- - -- -- -- -- --| 2386 | 28.39 | 2564 | 2291| 2359 | 2360 23.40 |Book Value persh © 23.60
-- - -- -- -- - -- -- - -- -~ 1160.00 | 160.00 | 160.00 | 174.63 1 175.00 | 180.00 | 185.00 | Common Shs Outst'y | 195.00
.- [ - - - .- -- - .- .- - - --| 189 ] 158 146 | Boid figlres are |Avg Ann'I PIE Ratio 20.0
-- - -- - - - - -- -- -- -- -- - 114} 104 94| Velueline Relative PIE Ratio 1.35
. -- .- - -- .- .- -- - .- -- -- | 19% | 42%| 38% | =UERS  |Avg Ann'l Divd Yield 2.6%
_?At::'g\lats;';l;ggugﬁ Ss of 1%/:;1/1(;201 ol .- -- -- -- -- | 2093.1 | 2214.2 | 2336.9 | 2440.7 | 2710.7 | 2875 | 3025 {Revenues ($mill) 3500
[/ el .5 Milk. Due In rs -3 mill. - - e . -- | d155. 2. 187. . i il
LT Debt $5433.5 mill LT Interest $315.0 mil - - : 8 | d34 3 8 02 20909 26708 3(:0 33;0 Net Profit ($mill) 4!0
(Total interest coverage: 2.4x) (57% of Cap') - - -- -- -- -- | 374% | 37.9% | 40.4% | 39.0% | 38.5% |Income Tax Rate 38.0%
o -- -- -- -- -- -- -- -- 1 12.5% | 10.0% | 10.0% | 10.0% |AFUDC % to Net Profit 15.0%
Leases, Uncapitalized: Annual rentals $25.7 mill. .- - - - -~ 1 56.1% | 50.9% | 53.1% | 56.9% | 56.8% | 56.5% | 56.5% |Long-Term Debt Ratio 56.5%
Pension Assets-12/10 sgg}i.o rg;ll2 85 5 mil - -- -- -- -- [ 43.9% | 49.1% | 46.9% | 43.1% | 43.2% | 43.5% | 43.5% |Common Equity Ratio. | 43.5%
. g. -9 mill. - - -- -- -- [ 8692.8 | 9245.7 | 8750.2 | 9289.0 | 9561.3 | 9850 | 10100 |Total Capital ($mill) 10600
Pfd Stock $23.9mill.  Pfd Div'd NMF S| | e ee| - | 87206 | 93180 [ 99918 | 10524 | 11059 | 11450 | 11875 |Net Plant ($mill 13150
Common Stock 175,211,592 shs. -- -- - -- --| NMF| NMF | 37% | 38% | 44% | 45% | 50% |Return on Total Cap'l 5.5%
as of 2/22111 .- -- - .- --| NMF | NMF | 46% | 52%| 65% | 7.0%! 7.5% [Returnon Shr. Equity 9.0%
o - - -- - -« NMF | NMF | 46% | 52%| 65% | 7.0%| 7.5% |Returnon Com Equity 9.0%
MARKET CAP: $4.9 billion {Mid Cap) - - - - -] NMF| NMF [ 30% | 18%| 28%| 35%| 3.5% |RetainedtoComEq 45%
CUI(iIﬁLl'l.'l)' POSITION 2008 2009 1213110 .- -- -- -- -- -- - X% 65% | 56% | 54% | 53% |All Div'ds to Net Prof 52%

BUSINESS: American Water Works Company, Inc. is the largest

market accounting for over 19% of revenues. Has roughly 7,000

continued operations: ‘08, (4¢).

Next eamings report due early May. Quarterly | able. Earnings Predictability 10
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. . 13.1
Other _4082 4768 _521.2 | jnvestor-owned water and wastewater utility in the U.S., providing employees. Depreciation rate, 2.5% in '10. BlackRock, Inc., owns
Current Assets 4177 4991 5343 | services to over 15 million people in over 30 states and Canada. ts 6.9% of the common stack outstanding. Off. & dir. own less than
Bc%ttsgayable gggg }932 122% nonregulated business assists municipaliies and military bases 1%. President & CEOQ; Jeffrey Sterba. Chairman; George Macken-
Othar ¢ 3002 2055 53005 | With the maintenance and upkeep as well. Regulated operations  zle. Address: 1025 Laurel Oak Road, Voorhees, NJ 08043, Tele-
Current Liab. 11048 6074 7745 | Made up over 89% of 2010 revenues. New Jersey is its biggest phone: 856-346-8200. Internet: www.amwater.com.
Fix. Chg. Cov. 197% _210% 237% | American Water Works closed out a with military bases, and these non-
ANNUAL RATES  Past Past Est'd’08-10| healthy 2010 campaign in solid, albeit regulated ventures should remain profita-
of change (persh)  10¥rs. 5 Y¥rs. “g‘;}/‘ not as strong as we predicted, fashion. ble, but the company remains for all in-
Cach Flow’” o .. 50% | The country’s biggest water utility posted tents and purposes, a heavily regulated
Eamings -- -- 85% | share earnings of $0.23, 10% better than business. Although regulatory commis-
, B'V"‘j(e\'/‘dls -- -- Bg://z the year before, but half of what we were sions have been far more-business friendly
00K Vaue _ S anticipating. Revenues advanced a slower- of late, there is no way of getting around
Cal- | QUARTERLYREVENUES(§mil) | rul [ than-expected 11%, to roughly $665 mil- the need to maintain the nation’s water-
endar | Mar.31 Jun.30 Sep.30 Dec.31| Year| lion, benefiting from new rate awards and ways and pipelines. These infrastructure
2008 5068 5804 6722 568.5( 23369 greater military demand. costs, and the associated financing ex-
2009 | 5502 6127 6800 507.8 2440.7] We look for growth to continue slow- penses, ought to keep share-earnings
2010 | 5881 6712 7869 6645 27107 ing this year. The high end of manage- growth in single-digit territory next year
1 | 620 715 820 725 | 2875 | ment’s earnings guidance ($1.65 to $1.75 a and thereafter out to mid-decade.
2012 | 65 750 865 _ 760 | 3025 share) appears a little too bullish in our These shares are ranked 1 (Highest)
Cal- EARNINGS PER SHARE A Full | opinion, given the tough comparisons and for Timeliness, thanks to recent
endar (Mar.31 Jun.30 Sep.30 Dec.31| Year | the continuously rising costs of doing busi- share-price momentum. They have been
2008 (04 28 55 23| 110| ness in this space. Indeed, infrastructure on a steady climb upward since last sum-
2008 | 19 32 52 21} 125] expenses are likely to remain on an up- mer, and are up nearly 30% in all.
010 | 18 42 71 28| 153| swing, as many systems are decaying and This issue looks to be undervalued ac-
01 .2 46 .75 .27 | 170| i need of significant, if not complete, cording to our projections. Despite the
M2 | M 49 .79 .28 | 180/ Gyerhauls. American is not exactly flush financial constraints we envision, price ap-
Cal- | QUARTERLYDIVIDENDSPAID®= | Fyli | with cash though and will need to look to preciation potential out to mid-decade is
endar |Mar31 Jun.30 Sep.30 Dec31| Year| oyside financiers to foot the bill. The in- on par with the Value Line average. Trac-
2007 | -- -- - e -- | creased debt load and/or higher share tion in nonregulated areas ought to help
2008 | -- -- 20 20 A0 count will dilute share-net gains. pick up some of the slack. Meanwhile, the
2009 .20 20 2 2 42| We have introduced our 2012 es- dividend adds to the issue’s 3- to 5-year
2010 | .2 21 2 2 86| timates with similar trends in mind. total-return appeal.
2011 2 True, American continues to make inroads Andre J. Costanza April 22, 2011
(A) Diluted eamings. Excludes nonrecurring | eamings may not sum due to rounding. (C) In millions. Company'’s Financial Strength B
gains (losses): '08, ($4.62); '09, ($2.63). Dis- | (B) Dividends to be paid in February, May, Au- | (D) Includes intangibles. In 2010: $1.251 bil- | Stock’s Price Stability 85

gust, and November. = Div. reinvestment avail- | lion, $7.15/share.

Price Growth Persistence NMF
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coverage: 4.4x)

Pension Assets-12/10 $90.2 miil.
Pfd Stock None.

Common Stock 18,654,106 shs.
as of 3/9/11

Leases, Uncapitalized: Annual rentals $3.3 mil.

Oblig. $118.8 mill.

(LT interest earned: 4.9x: total interest

(44% of Cap')
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to Se 55 51| traded L T 3yr. 8.7 490 [
Hids(000} 10863 11185 11088 i [ Sy. 100 459
1995 [ 1696 [ 1997 | 1998 | 1999 ] 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 ] 2008 | 2009 | 2010 | 2011 | 2012 | ©VALUE LINE PUB.LLC[14-16
103| 11.37] 1144 11.02] 1201] 1247] 1306 | 1378 | 1398 | 1361 | 14.06 | 1576 | 1749 | 1842 | 1948| 2141 | 21.05| 22.05 |Revenues persh 25.00
175 175| 185| 204] 226| 220| 253| 254| 208| 223| 264| 289 331| 337 | 340| 434| 415 435|"CashFlow” persh 485
103 143] 104| 108| 119| 128 135( 134| 78| 105 132 133| 162| 155| 162| 225| 210| 220 |Eamings persh A 260
81 82] s3] 84| 85| 86| 87| 87| 88| 89| 90| 9| 9| 100| 101| 104] 1.08| 112|DivdDecldpershBs | 1.25
219 20| 258| 347| 430| 303| 318| 268] 376| 503| 428 | 391 | 289 | 445| 418| 424| 415 435 CaplSpendingpersh | 500
1029) 11.01| 1924| 1148| 11.82| 1274| 1322 | 1405 1397 | 1501 | 1572 | 1664 | 1753 | 1795 | 1939 | 2026 | 20.80| 20.50 |Book Value per sh .75
TI77| 1333 1344 1344| 1344| 1542] 1512 1518 | 1521 16.75| 16.80 | 1705 17.23 | 17.30 | 1853 | 1863 | 19.25| 19.50 |Common Shs Outstg C | 20.00
T6| 126 145| 155] 174| 158| 67| 13| 39| 232| 29| Z7| 20| 226| 21.2| 155 | Boid fighres are |Avg Ann'l PIE Rafio 190
78| 79| 84| 81| 97 103 86| 100 182| 123| 147| 150 427| 136| 141| 100| VewelLine |Relative PIE Ratio 1.25
67% | 58%| 55%| 50%| 42%) 42%| 39% | 36% | 35% | 36% | 31% | 25% | 25% | 29% | 29% | 30% | "™ |avgAmniDivdYield | 2.5%
CAPITAL STRUCTURE as of 12/31110 . 1975 | 2002 [ 2127 ] 2080 | 2362 | 2686 | 3014 | 3187 | 3610 | 3989 | 405| 430 |Revenues ($mill 500
Total Debt $361.2 mil. Due in 5 Yrs $296.9 mill. 04| 23] M| 65| 25| 231 | 280 268 | 205| 427| 40.0| 43.0 |Net Profit (Smill) 52.0
LT Debt 5200.8 mill. LY Interest $21.6 mil. 43.0% | 36.0% | 435% | 374% | 4T.0% | 40.5% | 426% | 37.6% | 38.9% | 426% | 42.0% | 40.0% |Income Tax Rate 0.0%

- . - -- -- [ 122% | 85% | 6.9%

32% | 5.0% | 5.0% | 5.0% |AFUDC % to Net Profit 5.0%

54.9% | 52.0% | 52.0% | 47.7% | 50.4% | 48.6% | 46.9% | 46.2%
44.7% | 48.0% | 48.0% | 52.3% | 49.6% | 51.4% | 53.1% | 53.8%

45.9% | 44.3% | 43.0% | 45.0% |Long-Term DebtRatio | 49.5%
54.1% | 55.7% | 57.0% | 55.0% |Common Equity Ratio 50.5%

4476 | 4444 | 4423 | 4804 | 5325 | 5516 | 5694 | 577.0 | 665.0| 6774 700 725 [Total Capital ($mill) 825
5308 | §63.3 | 6023 | 664.2 | 713.2 | 7506 | 7764 | 8253 | 8664 | 9052 950 | 1000 | Net Plant ($mill) 1150
6% | 65% | 46% | 52% | 54% | 60% | 67% | 64% | 59%( 7.5% | 7.5% | 7.5% |Return on Total Cap'l 8.0%

10.1% | 95% | 56% | 6.6% | 85% | 81% | 9.3% | 856%
104% | 9.5% | 56% | 6.6% | 85% | 8.1% | 93% | 86%

8.2% | 11.3% | 11.0% | 11.0% [Return on Shr. Equity 12.5%
8.2% | 11.3% | 11.0% | 11.0% |Returnon Com Equity | 12.5%

MARKET CAP: $650 million (Small Cap)

CURRENT POSITION 2008
(SMILL.

36% | 3.3% | NMF| 1.0% | 28% | 27% | 39% | 3.1%
65% | 65% | 113% | 84% | 67% | 67% | 58% | 64%

32% | 62% | 50%| 55% |Retainedto ComEq 6.5%
61% | 45% | 52% | 51% |All Div'lis to Net Prof 48%

2009 12/31110

BUSINESS: American States Water Co. operates as a holding
company. Through its principal subsidiary, Golden State Water
Company, it supplies water to more than 250,000 customers in 75
communities in 10 counties. Service areas include the greater
metropolitan areas of Los Angeles and Orange Counties. The com-
pany also provides electric utility services to nearly 23,250 custom-

ers in the city of Big Bear Lake and in areas of San Bernardino
County. Acquired Chaparral City Water of Arizona (10/00). Has
703 employees. Officers & directors own 2.6% of common stock
(4/10 Proxy). Chairman: Lloyd Ross. President & CEO: Robert J.
Sprowls. Inc: CA. Addr: 630 East Foothill Boulevard, San Dimas,
CA 91773. Tel: 909-394-3600. Internet: www.aswater.com.

Cash Assets 7.3 1.7 4.2
Other _ 833 _ 943 2008
Current Assets 7806 ~ 960 2050
Accts Payable 36.6 33.9 36.2
Debt Due 75.3 18.1 61.4
Other 255 _ 477 81.2
Current Liab. 1374 99.7 178.8
Fix. Chg. Cov. 203% 352%  441%

ANNUAL RATES Past

Book Value 4.5%

Past Est'd '08.'10
of change {per sh) 101rs " 5Yrs.° to'1416

Revenues 6.0% 4.5%
“Cash Flow” 50% 8.0% 5.5%
Eamings 4 0% 8.5% 8.0%
Dividends 15% 25% 3.5%

5.0% 3.0%

Cal- | QUARTERLY REVENUES ($ mill) Full
endar | Mar.31 Jun. 30 Sep. 30 Dec.31| Year

2008 | 689 803 853 842 318.7]
2009 | 796 936 1015 863 361.0
2010 | 884 955 1113 1037 | 398.9
2011 | 93.0 102 115 850 | 405
2012 [ 950 110 125 100 | 430
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun. 30 Sep.30 Dec.31| Year
2008 30 53 28 43| 15
2009 28 64 52 18 162
2010 45 A7 62 M| 225
2011 45 55 65 45| 210
2012 47 .58 .69 46 2.20

Cal- | QUARTERLY DIVIDENDS PAID B= Fult

2007 | 236 235 235

2008 | 250 .250 .250

2009 | 250 250 250

2010 | 260 .260 .260
| 2011 260

endar | Mar.31 Jun.30 Sep.30 Dec.31] Year

250 96
250 | 1.00
260 | 1.01
260 | 1.04

Favorable regulatory backing enabled
American States Water to have a
blowout fourth quarter. Indeed, the
water utility posted earnings of $0.71 a
share, nearly four times the year-before
tally. Revenues jumped 20%, to $103.7
million, thanks to the recognition of
retroactive revenues from earlier in the
year associated with rate increases handed
down by the California Public Utilities
Commission (CPUC) in regard to general
rate cases for Regions IT and III.
Growth will be tough to come by this
year due to the stiffer comparisons
.. Although the benefits were all real-
ized in the final quarter of the year, the
CPUC's ruling added $0.30 a share to the
bottom line for the full-year 2010. AWR is
subject to regulatory rulings so the gain is
considered typical and not looked at as a
nonrecurring. But we do not expect a
similar occurrence this year.
... as well as the continued escala-
tion of infrastructure costs. AWR’s op-
erating costs remain on the rise and are
not likely to slow anytime soon, given that
its water systems are growing older and
require attention. Its pockets are all but

empty, however, and the company will
have to continue to seek outside financiers
to stay afloat. Debt and equity issuances
have become commonplace, and will likely
remain a drag on earnings growth going
forward. As a result, we look for share
earnings to take a step back this year and
to show modest improvement in 2012.
That said, the company is slated to file a
general rate case for all three regions in
July of this year. A ruling is expected to
take 18 months. A favorable verdict could
prove our 2012 estimate conservative.
Capital projects are likely to remain a
longer-term concern too. There is no
end in sight to the infrastructure invest-
ment that is necessary. This industry is
capital intensive, but unfortunately AWR
is cash-strapped. As a result, the stock
does not stand out for price appreciation
potential for the coming six to 12 months
or the 3 to 5 years ahead. The financial
constraints lead to concerns about the
company's dividend, which despite being
above the average offering in our Survey,
loses some luster when compared to other
utilities.

Andre J. Costanza April 22, 2011

(A) Primary eamings. Excludes nonrecurring | rounding. (C) In millions, adjusted for split. Company’s Financial Strength B++
gains/(losses). ‘04, 14¢; ‘05, 25¢; ‘06, 6¢; '08, | (B) Dividends historically paid in early March, Stock’s Price Stability 85
June, September, and December. & Div'd rein- Price Growth Persistence 70

(27¢); 10, (55¢). Next eamings report due ear-

ly May. Quarterly egs. may not
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0010 30201 201 STOCK  INDEX
1B T2 o Porcent 21— 1y, M2 234 [
to S 119 101 94| paded _ TR M | 3y 335 490 [C
Hids{io0) 60654 59791 55463 a } 5y, 61 459
1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 [ 2002 | 2003 | 2004 [ 2005 [ 2006 [ 2007 [2008 | 2009 {2010 | 2011 [2012 | ©VALUE LINE PUB.LLC[14-16
184 186 202 209| 241 246 270 285| 297) 348 | 385| 403| 452| 463| 491| 52| 560| 590 |Revenues persh 6.80
A7 50 56 61 12 R(] 86 R 96 108| 12 126 | 137 142 161 178 1.85) 1.95 |“Cash Flow” per sh 235
29 30 34 A0 42 47 51 54 57 ) i 10 N 73 R 80 951  1.05 |Earnings per sh A 135
22 23 24 26 21 .28 30 .32 35 37 40 M A48 .51 55 .59 .63 .67 |Div'd Decl'd per sh Bn 79
52 48 58 .82 80| ti6f 109| 120] 132| 154 184 205[ 179 198[ 208 237 245[ 1.55 |Cap'l Spending persh 280
246| 269| 284| 321| 342 385 415| 436| 534| 5689| 630| 69| 732| 782| 812| 851| 875| 9.10 |Book Value persh 10.50
63741 6575] 6747 7220 106.80 | 111.82| 113.97 [ 113.19 | 123.45 | 127.18 | 128.97 | 132.33 | 13340 | 135.37 | 13649 | 137.97 | 138.90 | 39.90 |Common Shs Outsfg © | 142.90
1201 156 178 28] 212] 182| 236 286| 45| 51| 318 347 | 320 249 237| 211 Boldfigiresare |AvgAnn'l PIE Ratio 210
80 98| 103| 147( 121{ 148 12| 129 140| 33| 169| 187 170| 150 | 1.54| 136| Valeline |Relative P/E Ratio 1.40

62% ) 49%| 39%| 29% | 3.0% ) 33% | 25% | 25% | 25% | 23% | 1.8% | 18% | 21% | 28% | 31% | 31%| *™["* |AvgAnn'Divid Yield 25%
CAPITAL STRUCTURE as of 12/31/10 3073 | 3220 | 367.2 | 4420 | 4968 | 5335 | 6025 | 627.0 | 670.5( 7261 775 825 |Revenues ($mill) 975
Total Debt $1560.4 mill. Due in § Yrs $316 mill 565 | 627 | 67.3| 800 12| 920 950 | 979 | 1044 1240 130 | 145 |Net Profit ($mill) 190
}-LTT'?;':‘rjs‘f:;,:eg""" 5x!':n|:|tmﬁ7g££te- 30.3% | 385% | 39.3% | 394% | 384% | 30.6% | 38.9% | 39.0% | 30.4% | 39.2% | 40.0% | 40.0% [Income Tax Rate 40.0%
45%) PR T%ofCap) L= ==l =) -] -] o] -] --| 20%]| 34%| 25% | 25% AFUDC%toNetProfit | 1.5%

52.2% | 54.2% | §1.4% | 50.0% | 52.0% | 51.6% | 554% | 54.1% | 55.6% | 56.6% | 56.0% | 56.0% |Long-Term Debt Ratio 54.0%
Pension Assets-12/10 $159.2 mill. AT.T% | 45.8% | 48.6% | 50.0% | 48.0% | 48.4% | 44.6% | 45.9% | 44.4% | 434% | 44.0% | 44.0% [Common Equity Ratio | 46.0%
Oblig. $234.9 mill. (9904 | 1076.2 | 1355.7 | 1497.3 | 1690.4 | 19044 | 21914 | 23066 | 24955 | 2706.2 | 2790 | 2880 |Total Capital ($mill) 3210
B K o 37 968,188 shares 13681 | 1490.8 | 1624.3 | 2069.8 | 22800 | 2506.0 | 2792.8 | 20974 | 3227.3 | 3469.3 | 3640 | 3815 |Net Plant ($mill 495
25 of 2H1/41 o : T8% | T6% | 64% | 6.1% | 6.0% | 64% | 59% | 5.7% | 56% | 59% | 6.0% | 6.5% |ReturnonTotalCapl | 7.5%
MARKET CAP: $3.0 billion {Mid Cap) 123% | 12.7% | 10.2% | 10.7% | 11.2% | 10.0% | 9.7% | 9.3% | 94% | 10.6% | 11.0% | 11.5% |Return on Shr. Equity 13.0%
CURRENT POSITION 2008 2009 12/31/10 |_124% | 12.7% | 102% | 10.7% | 11.2% | 10.0% | 9.7% | 9.3% | 9.4% | 10.6% [ 11.0% | 11.5% |Return on Com Equity | 13.0%
(SMILL) 51% | 52% | 42% | 46% | 49% | 37% | 32% | 28% | 27% | 37% | 35% | 4.0% [Retained to ComEq 5.5%
Gash Arssets 142 219 591 co% | So% | 59% | 57% | 56% | 63% | 67% | 70% | 72% | 65%| G67%| 64% [AIDdstoNetProf | 59%
&‘{%}ww (AvgCst) 1?3 151’2 ﬁ% BUSINESS: Aqua America, Inc. is the holding company for water others. Water supply revenues *10: residential, 59.4%: commercial,
Current Assets 121'0 121'6 7 45' 1 and : tewater utilit[es tha't serve approxi!nately. th(ee million resi-  14.5%; industrial & other, 26.0%. Ofﬁcgrs and direptors own 2.0%
Accts Payable 50'0 57'9 45'3 dents in Pepnsylvar)la, Ohio, North Carolina, llllm?ls, Texas, New of the common stock (4/1 1' Proxy). Chairman & Chief Executtve Of-
Debt Due 879 870 28.5 | Jersey, Florida, Indiana, and five other states. Divested three of ficer: Nicholas DeBenedictis. Incorporated: Pennsylvania. Address:
Other 55.3 56.1 1499 | four non-water businesses in '91; telemarketing group in '93; and 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania 18010. Tel-
Current Liab. 1932 "201.0 ~223.7 | others. Acquired AquaSource, 7/03; Consumers Water, 4/99; and  ephone: 610-525-1400. Intemet: www.aquaamerica.com.
Fix. Chg. Cov. S20% 6% 200% Aqua America is slated to improve Shale. As the drilling requires significant
ANNUAL RATES Past Past Estd'oa-0 | Steadily in 2011. Earnings growth is like- water use, we expect drilling-related water
ofchange (persh) 10¥rs.  5¥rs. to'416 | Ly to be driven by purchases, as well as fu- consumption to increase in the future,
Revenues 80% 75% 65% | ture favorable rate rulings. adding to the revenue stream. Further-
poash Fs|°W" %55";//0 %-gz: 1%8';/% Acquisitions remain the backbone of more as the Marcellus Shale is set to pro-
Didesds 78% 80%  6.0% ﬁrowth. With its strong balance sheet, vide impetus to many states that the com-
Book Value 9.0% 7.0% 50% qua America is poised to continue growth pany serves, we anticipate organic growth

Cal- | QUARTERLY REVENUES(Smill) | Ful via purchases this year. Though no con- to increase over the next few years.
endar |Mar.31 Jun.30 Sep30 Dec.31| vear | Crete details are known at this time, we do Long-term prospects look bright for

2008 | 1393 1510 1771 1896 | 627.0] anticipate seeing a string of transactions, Aqua America, It looks ever likely that

2009 |1545 1673 1808 1679 | 6705 | Similar to the previous year. . the company will benefit both from

2010 11605 1784 2078 1793 | 7260 | Rate rulings should provide an addi- acquisition-driven growth and organic

2011 (180 185 215 195 | 775 | tional boost to the bottom line. The growth. Finally, Aqua America’s diver-

2012 (195 200 230 200 825 | company has implemented a rate recovery sification into other sectors continues. It is

cal- EARNINGS PER SHARE A Fan | Program, with most of its rate cases likely looking at three to four more solar opera-
endar |Mar31 Jun.30 Sep.30 Dec31| Year | to receive favorable rulings. It already has tions this year, and is quite likely to ramp

2008 | 11 17 % 19 73| several major cases on the horizon, though up production frt_)m 2012 onward, as these

200 | 14 19 25 20 ‘77| there have not been any filings. States projects are turning out to be quite profita-

20101 16 2 32 2 ‘oo | that the company plans to file in include ble in the near and long term. The compa-

2014 16 2 34 .23 .05 | Pennsylvania, New Jersey, Ohio, Illinois, ny is also cutting down on costs, which

2012 18 24 36 27 | 105] and Texas. In the best-case scenario, the should ai;i in boosting the bottom line over

Ba increase in revenues should boost the bot- the next few years.

eﬁ:’;, Mg%:! TTBY_?:,VI%EP'N;:OPMSQC_31 ;:;Ir tom lines from 2012 onward. Income investors should fil',ld this is-

007 | 415 A5 A% A25 8 The Marcellus Shale project ¥rovides sue of interest. This equity’s dividend

208 | 125 125 125 135 51| many growth opportunities. The com- yield is well above the industry average.

2009 | 135 135 135 = 145 55| pany has already implemented a new pro- Furthermore, the company has a history of

2010 | 145 145 445 155 59| gram of “water stations” to fill the trucks steady dividend increases.

2011 | 155 that service the drillers in Marcellus Sahana Zutshi April 22, 2011
(A) Diluted egs. Excl. nonrec. gains (losses): | ings report due mid-May. (C) In millions, adjusted for stock splits. Company's Financial Strength B+
‘99, (11¢); '00, 2¢; '01, 2¢; 02, 5¢; ‘03, 4¢. {B) Dividends historically paid in early March, Stock’s Price Stability 100
Excl. gain from disc. operations: '96, 2¢. Earn- | June, Sept. & Dec. = Div'd. reinvestment plan Price Growth Persistence 70
ings may not add due to rounding. Next eam- | available (5% discount). Earnings Predictability
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o 02010 302010 40201; Percent - sTock " MDex
o » B 5 shares i 'hm ok sy, 72 a0 [
Hids(20)) 8640 9706 10125 i il THTHIH Sy. 43 45.9
1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 [ 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [2008 [ 2009 | 2010 {2011 [2012 | ©VALUELINEPUB.LLC[14-16

1347 1448 | 1548| 1476 1596 | 1616 16.26 | 17.33 | 16.37 | 17.48 | 1744 | 1620 | 17.76 | 19.80 | 21.64 | 2210 | 21.75| 21.00 |Revenues persh 23.15

207 250 292| 260 275| 252| 220| 265 251 283| 303| 27 312 | 372| 387| 386| 4.00| 3.90|“CashFlow” persh 4.05

1471 151 183| 1457 1583 13 8 125 12 146 | 147 | 134 150 | 190 195] 1.81 200 | 215 |Earnings per sh A 235

102 1.04| 1.06| 107 109 110| 142| 1.42| 142| 143] 144 | 145] 146 | 1147 118 | 119| 1.23| 1.27 |Divid Decl'd per shBa 1.38

27| 283 261| 274| 334| 245| 400| 582| 439 373| 401 428 368 482 533| 595| B5.55| 5.20|CaplSpending persh 5.55

172 1222| 13.00] 13.38| 1343 | 12.90| 12.95( 1312 | 1444 | 1566 | 1579 | 1845 | 1850 | 1944 | 2026 | 2091 | 20.85| 22.80 |Book Value persh© 23.70

1254 | 1262 1262 1262 1294 1515 1548 ] 1518 16.93 | 18.37 | 18.39 | 20.66 | 20.67 | 20.72 | 20.77 | 20.83 | 23.00 | 25.00 |Common Shs Outstg © | 27.00

137 119 126| 178] 178] 196] 271 198 221 201 | 249 292 264 19.8 187 20.3 | Bold fighres are |Avg Ann'l PJE Rafio 20.0
92 75 13 93| 101 1271 139 108} 126| 1.06| 433| 158 139| 119 1.31 130 | Value|Line Relative P/E Ratio 1.35

BA% | 58% | 46%| 4.2% | 40%| 43% | 44% | 45% | 42% | 39% | 31% | 29% | 30% | 31% | 31% | 32% | P iavgAnn'I Divd Yield 29%
CAPITAL STRUCTURE as of 12/31110 2468 | 2632 | 277.1| 3156 3207 | 3347 | 3671 | 4103 | 4494 | 4604 500 525 | Revenues ($mill) 650
Total Debt $505.3 mill. Due in 5 Yrs $43.9 mill. 144] 191 194 260 272 256 | 312| 3908| 406| 377 47.5| 520 |NetProfit {$mill) 63.0
LT Debt $470.2mill. LT Interest $27.9mil.  |~3955 1 3575, | 359% | 30.6% | 424% | 374% | 39.9% | 37.7% | 40.3% | 395% | 39.0% | 39.0% [Income Tax Rate 30.0%
(LT interest samed: 3.4x; total nt. cov.: 3.2x) | - 103% | 32% | 33% | 106% | 83% | 86% | 76% | 42% | 100% | 10.0% AFUDC%toNetProft | 100%

50.3% | 55.3% | 50.2% | 48.6% | 48.3% | 43.5% | 42.9% | 41.6% | 47.1% | 52.4% | 50.0% | 47.0% |Long-Term Debt Ratio 49.0%

Pension Assets-12/10 $139.0 mill. 48.8% | 44.0% | 49.1% | 50.8% | 51.1% | 55.9% | 56.6% | 58.4% | 52.9% | 47.6% | 50.0% | 53.0% |Common Equity Ratio | -51.0%

Oblig. $269.9 mill. 4027 | 4531 | 4984 | 5659 ) 568.1 | 6701 | 6749 | 6904 | 7949| 9147 975 | 1070 (Total Capital {($mill) 1250

Pid Stock None 8243 | 697.0 | 7595 | 800.3 | 8627 | 9415 [ 10102 | 11124 | 11981 | 12043 | 1370 | 1350 |Net Plant (Smil) 1625
Common Stock 20,833,303 shs. 53% | 59% | 56% | 6.1% | 63% | 52% | 59% | 7.4% | 65% | 55%] 65% | 6.5% |RetumonTotal Capl | 7.0%
as of 2/24111 72% | 94% | 78% | 89% | 9.3% | 6.8% | 81% | 99% | 9.6% | 8.6% | 10.0% | 9.0% |Returnon Shr. Equity 10.0%

72% | 95% | 79% | 90% | 93% | 6.8% | 81% | 9.9% | 9.6% | 8.6% | 10.0% | 9.0% |Return on Com Equity 10.0%

MARKET CAP: $750 million (Smalt Cap) NMF | 1.0% T 21% | 21% | 10% | 18% | 38% | 38% | 3.0% | 45%| 3.5% [Retainedto ComEq 4.0%
CURI}‘%.IIJ-T POSITION 2008 2009 12/31M0 | 119% | 90% | 9% | 77% | 78% | 86% | 77% | 61% 60% | 66% | 57% | 61% |AllDiv'ds to Net Prof 59%
Cash Assets 13.9 9.9 42.3 | BUSINESS: California Water Service Group provides regulated and  breakdown, '10; residential, 72%; business, 20%; public authorities,
Other _ 659 _ 823 _ 83.9| nonregulated water service to roughly 470,200 customers in 83 4%; industrial, 4%. 10 reported depreciation rate: 2.3%. Has
Current Assets 798 922 1262 | communities in California, Washington, New Mexico, and Hawaii. roughly 1,127 employees. Chairman: Robert W. Foy. President &
30‘3‘5 Payable 15-1 43.7  39.5 | Main service areas: San Francisco Bay area, Sacramento Valley, CEO: Peter C. Nelson (4/11 Proxy). Inc.: Delaware. Address: 1720

er?érDue 3§g %?9 :‘;?; Salinas Valley, San Joaquin Valley & parts of Los Angeles. Ac- North First Street, San Jose, California 95112-4598. Telephone:

Current Liab. 1239 1104 7073 | Quired Rio Grande Corp; West Hawaii Utilities (9/08). Revenue 408-367-8200. Intemet: www.calwatergroup.com.

Fix. Chg. Cov. 398% 430% 390% | We look for California Water Service intensive. Costs of maintenance are add-
ANNUAL RATES  Past Past Estd’08'10| Group to bounce back nicely this ing up as many systems require significant
ofchange (persh)  18Yrs. ~ 5Yrs. 1046 | year. The water utility disappointed in investment. CWT is reasonably cash-
Bg;’:ﬁ‘,’:?gwn :43'80//: ggo//;’ 1134’ the fourth quarter of 2010, reporting earn- strapped, though, and will probably have
Eamings 30% 65% 30% | ings of $0.23 a share, well befow the year- to continue seeking outside financing.
Dividends 10% 10%  25% | earlier mark and estimates. The top line Though necessary, such ventures come at
Book Value 45% S55% 25% dipped 1%, as the net effect of WRAM and a price, and the initiatives will probably

Cal- | QUARTERLYREVENUES($mil)E | rui | the MCBA resulted in a decrease of $2.9 cause earnings growth to begin slowing.
endar |Mar31 Jun30 Sep.30) Dec.31| Year | million in revenue. These usage of these We do not recommend this issue to
2008 | 728 1056 131.7 1001 | 4103 | methodologies added $5.2 million to the most. The financing costs should weigh on
2008 | 866 1167 1392 1069 | 4494 | books in the same period last year. But shareholder gains for the foreseeable fu-
2010 | 903 1183 1463 1055 | 4604 | there should not be any lagging effects ture. Although the steadily increasing div-
01 | 950 130 160 115 | 500 | with the transition to a three year general idend is a boon, it is not enough to make
2012 1100 135 170 120 | 525 | rate case cycle in California now in the up for the lack of earnings power in our

Cal- EARNINGS PER SHARE A Full | rear view mirror. In fact, the regulatory opinion. There are better income vehicles
endar |Mar.31 Jun.30 Sep.30 Dec3!| Year | landscape ought to be complementary out there, especially in the Electric Utili-

2008 { .01 48 106 35 | 190| after the California Public Utilities Com- ties Industry. We also worry that the

2009 | 12 88 M 31| 195 mission recently approved CWT'’s rate case dearth of cash on hand could potentially

0101 10 50 9% 28| 181| authorizing the company to recognize an affect the dividend payout if the operating

2011 A 55 105 29 | 200| additional $25 million in annualized reve- environment remains so capital intensive.

12 | 12 .60 141 .32 | 215] nyeq and another $8 million in funds to be It should be noted that CWT announced a

Cal- | QUARTERLYDVIDENDSPAD®a= | gy | obtained at the conclusion of certain 2-for-1 stock split and a stock offering that
endar |Mar.31 Jun.30 Sep.30 Dec.d1| Year | projects. With that, we look for a 10% looks to be contingent upon approval of the

2007 | 290 290 .290 290 | 1.16| share-net advance in 2011, despite the ris- former action. If granted shareholder ap-

2008 ( 293 293 293 293 | 1.47] ing costs of doing business (see below). proval, both are slated to go through in

2009 | 295 205 205 295 | 118 Growth will likely taper off in 2012 June. Our presentation does not account

2010 | 2075 2975 2975 .2075| 119] and thereafter, however. U.S. water in- for the split at this time.

21 | 3075 frastructures are extremely capital- Andre J. Costanza April 22, 2011
(A) Basic EPS. Excl. nonrecurring gain (foss): | (B) Dividends historically paid in early Feb., gc) Incl. deferred charges. In '10: $2.2 mill., Company’s Financial Strength B+
'00, {7¢); ‘01, 4¢; '02, 8¢. Next eamings report | May, Aug., and Nov. = Div'd reinvestment plan | $0.11/sh. Stock’s Price Stability 20

available. (D) In millions, adjusted for split. Price Growth Persistence 70

(E) Excludes non-reg. rev.
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.98 143 127 1.26 143 123 1.75 189 | 221 238 230 | 244 221 237 | 240| 240 |“Cash Flow” persh 2.60
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35 37 38 39 40 Ll A48 51 .53 57 61 .65 66 .68 .69 .74 | Div'd Decl'd per sh Bm 82
96 106] 127 181 1771 189 .| 341 2.31 283 387 662] 379 37| 565 5.15] 5.00 |Cap’l Spending per sh 4.80
558 631 702 753| 788| 790] 817) 840 941 | 1041 1072 | 1248 | 1290 | 13.99 | 1366 | 13.75| 14.90 | 15.70 |Book Value per sh 17.00
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66 43 65 68 88| 215 95 94 88 1.04 105 | 127 177 1.58 1.91 1.89 ValuejLine Relative P/E Ratio 1.65
60% | 57%| 43% | 39%| 30%| 2% | 30% | 34% | 35% | 30% | 24% | 20% | 17% | 23% | 28% | 28%| =" |AvgAnnIDivid Yield 2.5%
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42.4% | 41.7% | 45.6% | 43.7% | 42.6% | 41.8% | 47.7% | 46.0% | 49.4% | 53.7% | 51.0% | 50.0% [Long-Term Debt Ratio 47.0%
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Co:-nfn;raﬁtockw,ﬁﬂ,oﬂ shs. 94% | 9.3% | 100% | 8.7% | 106% | 9.7% | 82% | 8.0% | 60%| 6.4% | 6.0% ! 6.5% [Return on Com Equity 7.5%
as g . 41% | 38% | 47% | 36% | 56% | 52% | 3.5% | 33% | 12% | 12% | 1.5% | 2.0% [Retained to Com Eq 2.5%
:3:::;::;-3;";5"'""“2‘;';;5"‘““2:::’mmo 56% | 5% | 53% | 58% | 47% | 46% | ST% | 59% | 80%| 81% | 74% | 74% |ADivdstoNetProf | 67%
($MILL.) BUSINESS: SJW Corporation engages in the production, pur- Austin, Texas. The company offers nonregulated water-related
Cash Assets 34 14 1.7 | chase, storage, purification, distribution, and retail sale of water. It-  services, including water system operations, cash remittances, and
Other 286 _ 266 _ 363 provides water service to approximately 226,000 connections that maintenance contract services. SJW also owns and operates com-
Current Assets 320 280  38.0| gerve a population of approximately one milion people in the San mercial real estate investments. Has 375 employees. Chairman:
S‘é%‘ts‘;jagabb 13? gg gﬁ’ Jose area and 8,700 connections that serve approximately 36,000 Charles J. Toeniskoetter. Inc.: CA. Address: 110 W. Taylor Street,
er 184 185 18,6 | residents in a service area in the region between San Antonio and  San Jose, CA 95110. Tel.: (408) 279-7800. Int:www.sjwater.com.
Curent Liab. 433 320 292} We welcome newcomer SJW Corp to We are a little wary of the company'’s
Fix. Chg. Cov. 293% 362% 400% | The Value Line Investment Survey in near-term prospects. Operating costs
— ] 3 4 prosp P 2
ANNUAL RATES ~ Past Past Est'd’08-16( this issue. Although it dabbles in com- are likely to remain on the rise, given the

ofchange [persh) 10¥rs.  SY¥rs.  t0M°16 | oorcia)l property, the company, for all in- shape that many water systems appear to

Bé‘a’;’ﬂ‘f:?iwu 2822 ggn;: 2:2«{2 tents and l:]))ur[)),oses. is a water utility, be in across theyUnited Sytates. Tl’rl)gt said,
Eamings 20% -15% 90% | engaging in the production, purchase, SJW, like many of its bedfellows, is not ex-
gg’éf(e\;‘glﬁe 28,2 gg,ﬁ; ;g,}/z storage, purification, distribution, and sale actly flush with cash and will probably

- el - of water. It offers nonregulated services have to turn to outside financing to make

Cal- | QUARTERLYREVENUES§mil) | Full [ via agreements with municipalities and the improvements. The costs associated
endar {Mar.31 Jun.30 Sep.30 Dec.31) Year [ other utilities, but the bulk of its business with additional debt or share offerings,

2008 | 413 600 695 495 | 2203 js regulated. Operations are centered however, will be dilutive, likely keeping

2009 | 400 582 693 486 | 2164 around San Jose, California, where it pro- growth under wraps going forward. Note,

gg}? :gz 2:; ;gg ggg 2;36 vides more than 225,000 connections that however, that growth may look decent

02 | 470 630 810 500 | 250 | SETVE population of roughly one million against depressed 2010 comparisons.

- - - - people. Services are not exclusive to the We advise investors to take a pass on

Cal- EARNINGS PER SHARE A Full | Golden State, however, with another 8,700 this issue. SJW is ranked 4 (Below Aver-
endar |Mar.31 Jun.30 Sep.30 Dec.3| Vear | connections serving 36,000 residents in age) for Timeliness and lacks 3- to 5-year

2008 1 15 .4 44 15 | 1.08] the state of Texas. appreciation potential, as well. Meanwhile,

009 | 0 2B 48 81| The company’s inaugural appearance the balance sheet is highly leveraged, add-

gg}? gg gg :‘; ,1’; 83 is forgettable. It posted earnings of $0.11 ing some skepticism about the

012 | o7 28 50 45| fpo| in the fourth quarter of 2010 (March- sustainability of the stock’s only saving

- - v - ~— period results are due out next week), a grace at this time, its dividend. Although

Cal- | QUARTERLYDVIDENDSPAID®s | Fuli | few pennies below the prior year’s tally, the steady stream of income is not likely to

endar |Mar31 Jun.30 Sep30 Dec.3| Year| ,frer stripping out gains we déem as non- dry up completely, the financial con-

2007 (15 45 A5 15 60 recurring in nature. Sales inched up mod- straints alluded to above could prompt the

008 | 16 16 16 16 6841 estly in the quarter, but the costs of doing company to use the funds to make capital

§009 165 165 165 165 66| business in this capital-intensive industry improvements instead.

2212 };3 A 88 continued to take a toll. Andre J. Costanza April 22, 2011
(A} Diluted earnings. Excludes nonrecurring | add due to reunding. (C) In millions. Company's Financial Strength B+
losses : 03, $1.97; '04, $3.78; '05, $1.09; '06, | (B) Dividends historically paid in early March, Stock’s Price Stability 70
§16.36; '08, $1.22; '10, 46¢. Next eamings | June, September, and December. m Div'd rein- Price Growth Persistence 80

report due April 28th. Quarterly egs. may not
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