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Notice of the 2005 Annual Meeting of Shareholders

Meeting Date Tuesday, May 17, 2005
Meeting Time 10:00 a.m., Pacific Time
Meeting Location Hilton Pasadena

168 South Los Robles Avenue

Pasadena, California

Record Date March 25, 2005

Agenda

To elect three Class I directors to the Board of Directors of the Company to serve until their successors are elected and qualified

To approve amendments to the 2003 Non-Employee Directors Stock Plan

To approve amendment to the 2000 Stock Incentive Plan

To ratify the appointment of PricewaterhouseCoopers LLP as the independent auditors

To transact any other business, which may properly come before the meeting or any adjournment thereof

The Board of Directors has nominated the following individuals for election as Class I directors: James L. Anderson, Anne M. Holloway and
Floyd E. Wicks.

By order of the Board of Directors,
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RMJ. Aprorte—

Robert J. Sprowls
Secretary

San Dimas, California
April 12, 2005
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Information about Attending
We will hold the Annual Meeting at the Hilton Pasadena, 168 South Los Robles Avenue, Pasadena, California.

For shareholders of record, the detachable portion of your proxy form is your ticket to the Annual Meeting. Please present your ticket when

you reach the registration area at the Annual Meeting.

For shareholders who hold shares through a brokerage firm, bank or other holder of record, your ticket is the copy of your latest account
statement showing your American States Water Company investment. Please present your account statement to the Company representative at
the Annual Meeting. You will not, however, be entitled to vote your shares at the Annual Meeting, unless you have obtained a legal proxy
from your broker, bank or other shareholder of record. A copy of your account statement is not sufficient for this purpose.

Directions to the Pasadena Hilton
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April 12, 2005
2005 Proxy Statement
General Information

This Proxy Statement is furnished in connection with the solicitation by the Board of Directors of American States Water Company of proxies
to be voted at the Annual Meeting of Shareholders of the Company and any adjournments thereof. This statement and the accompanying
proxy are being sent to shareholders on or about April 12, 2005.

At the Annual Meeting, shareholders will be asked to elect three Class I directors to serve until the annual meeting of shareholders held in
2007 and until their successors are elected and qualified. Shareholders will also be asked to approve amendments to the 2003 Non-Employee
Directors Stock Plan and an amendment to the 2000 Stock Incentive Plan. Shareholders may also be asked to ratify the appointment of
PricewaterhouseCoopers LLP as independent auditors and to vote on any other matter which may properly come before the Annual Meeting
or any adjournment thereof, including any proposal to adjourn the Annual Meeting. Whether or not you intend to be present at the Annual
Meeting, you are urged to vote early using the mail, telephone or on-line methods.

Solicitation of Proxy and Revocability; Voting Securities

Date, Time and Place of Annual Meeting
The Annual Meeting will be held on May 17, 2005 at 10:00 a.m., Pacific Time, at the Hilton Pasadena, 168 South Los Robles Avenue,
Pasadena, California.

Record Date and Voting Rights
Only holders of record of the Company’ s voting securities at the close of business on March 25, 2005 (the “Record Date™) are entitled to
notice of and to vote at the Annual Meeting. At the Record Date, the Company had 16,763,744 Common Shares outstanding. Each Common
Share is entitled to one vote.

Votes cast by proxy or in person at the Annual Meeting will be counted by an inspector of election appointed by the Board of Directors to act
as an election inspector for the Annual Meeting. Shares represented by proxies that reflect abstentions will be treated as present and entitled to
vote for purposes of determining the presence of a quorum. Abstentions, however, will not constitute a vote “for” or “against” any matter.

The inspector of election will treat shares referred to as “broker non-votes” (i.e., shares held by brokers or nominees as to which instructions
have not been received from the beneficial owners or persons entitled to vote and as to which the broker has physically indicated on the proxy
that the broker or nominee does not have discretionary power to vote on a particular matter) as shares that are present and entitled to vote for
purposes of determining the presence of a quorum. However, “broker non-votes” will not constitute a vote for or against any matter as to
which the broker has physically indicated on the proxy that it does not have discretionary authority to vote (even though those shares are
considered present for quorum purposes and may be entitled to vote on other matters). Any unmarked proxies, including those submitted by
brokers or nominees, will be voted as indicated in the accompanying proxy card.

In the election of directors, the candidates for election receiving the highest number of affirmative votes of the shares entitled to be voted for
them, up to the number of directors to be elected, will be elected. Votes cast against a candidate or votes withheld will have no legal effect. No
shareholder will be entitled to cumulate votes (i.e., cast for any candidate a number of votes greater than the number of Common Shares held
of record by such shareholder) unless such candidate’ s name has been placed in nomination prior to the voting and the shareholder has given
notice at the meeting, prior to the voting, of the shareholder’ s intention to cumulate the shareholder’ s votes. If any one shareholder has given
such notice, all shareholders may cumulate their votes for candidates who have been nominated. If voting for directors is conducted by
cumulative voting, each share will be entitled to the number of votes equal to the number of directors authorized times the number of votes to
which such share is otherwise entitled, which votes may be cast for a single candidate or may be distributed among two or more candidates in
whatever proportion the shareholder may desire. The accompanying proxy card will grant the named proxies discretionary authority to vote
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cumulatively, if cumulative voting applies. In such event, unless otherwise instructed, the named proxies intend to vote equally FOR each of
the three candidates for the office of
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director; provided, however, that if sufficient numbers of the Company’ s shareholders exercise cumulative voting rights to elect one or more
candidates, the named proxies will determine the number of directors they are entitled to elect, select such number from among the named
candidates, cumulate their votes, and cast their votes for each candidate among the number they are entitled to elect. If voting is not conducted
by cumulative voting, each Common Share will be entitled to one vote, and shareholders having a majority of the voting power exercised at
the meeting will be able to elect all of the directors if they choose to do so. In that event, the other shareholders will be unable to elect any
director or directors.

A majority of the Company’ s Common Shares present at the Annual Meeting in person or by proxy must vote in favor of the proposed
changes to the 2003 Non-Employee Directors Stock Plan and the 2000 Stock Incentive Plan and the total vote cast on each proposal must
represent over 50% in interest of all shares entitled to vote on the proposal in order for it to become effective. A majority of the Company’ s
Common Shares present at the Annual Meeting in person or by proxy must vote in favor of any proposal to adjourn the Annual Meeting.

Assuming the presence of a quorum, the shareholders present at the meeting may continue to do business until adjournment, notwithstanding
the withdrawal of shareholders holding sufficient voting power to leave less than a quorum, if any action taken (other than adjournment) is
approved by the requisite vote.

Voting By Proxy
Regardless of whether or not shareholders plan to attend the meeting in person, all shareholders of the Company are urged to use the enclosed
proxy card to vote their shares. All proxies that are properly executed and returned, unless revoked, will be voted at the Annual Meeting or
any adjournment thereof in accordance with the instructions indicated thereon or, if no direction is indicated FOR the election of the Board’ s
nominees as directors and FOR each of the proposals. The execution of a proxy will not affect the right to attend the Annual Meeting or any
adjournment thereof and vote in person.

You may revoke a proxy that you have given at any time before it is exercised at the Annual Meeting by filing with the Company a written
notice of revocation of the proxy bearing a later date or by attendance at the Annual Meeting and voting in person (or presenting at the
meeting such written notice of the revocation of the proxy), provided that you have obtained a legal proxy if you hold your shares through a
broker, bank or other shareholder of record. Attendance at the Annual Meeting will not, by itself, revoke a proxy.

The proxies may also be voted for a substitute nominee or nominees in the event any one or more of the director nominees named under “Item
1-FElection of Directors” will be unable to serve for any reason or be withdrawn from nomination, a contingency not now anticipated. Shares
for which duly executed proxies are received will be voted according to the Board’ s best judgment upon such matters as may properly come
before the Annual Meeting or any adjournment thereof.

Voting by Mail
Shareholders may sign, date and return their proxy forms in the pre-addressed, postage-paid envelope provided.

Voting by Telephone
You may vote by proxy using the toll-free telephone number listed on the proxy form. Please have the proxy form in hand when calling.

Shareholders whose shares are held through a brokerage firm, bank or other holder of record may vote by telephone only if the holder of
record (broker, bank or other holder of record) offers those options.

Voting by Internet
You may vote by proxy using the Internet. The Internet address is www.proxyvote.com and is also listed on the proxy form. Please have the
proxy form in hand when going online.

Shareholders whose shares are held through a brokerage firm, bank or other holder of record may vote by Internet only if the holder of record
(broker, bank or other holder of record) offers those options.
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Adjournments
The Annual Meeting may be adjourned, even if a quorum is not present, by a majority of the votes of shareholders represented at the Annual
Meeting in person or by proxy. In the absence of a quorum at the Annual Meeting, no other business may be transacted at the Annual Meeting.

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Notice of the adjournment of a meeting need not be given if the time and place thereof are announced at the meeting at which the adjournment
is taken, provided that if the adjournment is for more than 45 days, or if after the adjournment a new record date is fixed for the adjourned
meeting, a notice of the adjourned meeting must also be given. Any business may be transacted at an adjourned meeting, which might have
been transacted at the original meeting.

Solicitation of Proxies

The accompanying proxy relating to the Annual Meeting is being solicited by the Board of Directors of the Company for use at the Annual
Meeting.

The Company will bear the entire cost of preparing, assembling, printing and mailing proxy statements, the proxies and any additional
materials, which may be furnished by the Board to shareholders. The solicitation of proxies will be made by the use of the U.S. postal service
and may also be made by telephone, or personally, by directors, officers and regular employees of the Company who will receive no extra
compensation for such services.

In addition, the Company has retained Morrow & Co., a proxy distribution and solicitation firm, to assist in the distribution and solicitation of
proxies for shares held in the names of banks, brokers and other nominees, for a fee of $7,500 plus reimbursement of reasonable out-of-pocket
expenses.
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Proposal One
Election of Class I Directors

The Company’ s Articles of Incorporation provide that classification of the Board will apply to every election of directors for so long as at
least six directors are authorized under the Company’ s Bylaws and the Company’ s Common Shares are listed on the New York Stock
Exchange. The Company’ s Bylaws provide that the Board of Directors shall consist of not less than five and not more than nine directors,
with the exact number of directors currently set at six. So long as the Board continues to consist of at least six, but less than nine, directors and
the Company’ s Common Shares are listed on the New York Stock Exchange, directors will serve for a term of two years, and one-half of the
directors (or as near to one-half as practicable) will be elected each year.

Under the Company’ s Bylaws, the Board of Directors could increase the authorized number of directors to up to nine without obtaining
shareholder approval. In the event that the number of directors increases during any period that the Company’ s Common Shares are listed on
the New York Stock Exchange, the increase will be apportioned by the Board between the classes of directors to make each class as nearly
equal as possible. If the number of authorized directors is increased to at least nine during any period that the Company’ s Common Shares are
listed on the New York Stock Exchange, the directors will be apportioned by the Board among three classes, each consisting of one-third of
the directors, directors will serve for a term of three years, and one-third of the directors will be elected each year. If the number of authorized
directors is decreased to five, then the Board will cease to be classified, provided the decrease in the number of directors cannot shorten the
term of any incumbent director. Vacancies in the Board, except those existing as a result of a removal of a director, may be filled by a majority
of the remaining directors, though less than a quorum, or by a sole remaining director, and each director so elected will hold office until the
next annual meeting and until such director’ s successor has been elected and qualified. The Company’ s shareholders may elect a director or
directors at any time to fill any vacancy or vacancies not filled by the directors.

Pursuant to California law, members of the Board of Directors may be removed by the Board of Directors for cause (defined to be a felony
conviction or court declaration of unsound mind), by the shareholders without cause or by court order for fraudulent or dishonest acts or gross
abuse of authority or discretion. Generally, no director may be removed by the shareholders if the votes cast against such removal (or, if done
by written consent, the votes eligible to be cast by the non-consenting shareholders) would have been sufficient to elect such director if voted
cumulatively at an election at which the same total number of votes were cast (or, if the action is taken by written consent, all shares entitled
to vote were voted) and the entire number of directors authorized at the time of the director’ s most recent election were then being elected (the
“Relevant Number of Directors™). The Relevant Number of Directors, in the case of classified boards, is the greater of (i) the number of
directors elected at the most recent annual meeting of shareholders and (ii) the number sought to be removed.

Three directors have been nominated for election as Class I directors for a two-year term expiring at the end of the annual meeting of
shareholders in 2007, or until their successors are elected and qualified. The terms of the remaining directors will continue as indicated below.
The ages of the directors reported below are as of March 25, 2005.

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

Nominees for Class I Directors with Terms Expiring in 2007

The Board of Directors recommends that shareholders vote FOR each of the nominees for Class I directors listed below.

James L. Anderson

Senior Vice President of Americo Life Inc. since September 1996. Prior to its acquisition by Americo Life
Inc., Mr. Anderson had served for ten years as President and Chief Executive Officer of Fremont Life
Insurance Company. From 1975 to 1982, Mr. Anderson served as President and Chief Operating Officer of
National American Insurance Company of California, a property and casualty company. Mr. Anderson, age 61,
is a member of the Company’ s Nominating and Governance Committee and ASUS Committee, which reviews
contract services of the Company and its subsidiaries, and Chair of the Compensation Committee and has
served as a director of the Company since 1997.

Anne M. Holloway

Having served as a Partner in Navigant Consulting, Inc., a provider of financial and strategic consulting
services to Fortune 500 companies, governments, and governmental agencies from 1999 to 2000, Mrs.
Holloway retired from 25 years of active service in the finance profession. Mrs. Holloway served as President
of Resolution Credit Services Corp. a subsidiary of Xerox Financial Services from 1992 to 1998. Prior to
joining the Resolution Group, Mrs. Holloway was employed for nine years in various management positions
with Shawmut National Corporation, a financial service company. Mrs. Holloway, age 52, is a member of the
Company’ s Audit and Finance Committee, ASUS Committee and Compensation Committee and Chair of the

Nominating and Governance Committee. She has served as a director of the Company since 1998.

Floyd E. Wicks

President and Chief Executive Officer of the Company since April 1992. Mr. Wicks served as President of the
Company from April 1990 to March 1992, and as Vice President of Operations from January 1988 to March
1990. Mr. Wicks, age 61, has served as a director of the Company since 1992 and has also served as President
of each of the Company’ s subsidiaries during the past five years (or such lesser period of time as the
subsidiaries have been owned by the Company). Mr. Wicks is a member of the ASUS Committee.
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Class II Directors with Terms Expiring in 2006

N.P. Dodge, Jr.

President of the N.P. Dodge Company, a full service real estate company in Omaha, Nebraska since September
1978. Mr. Dodge is a director of the Omaha Public Power District and is a director of Bridges Investment
Fund. Mr. Dodge, age 68, is a member of the Company’ s Audit and Finance Committee, Compensation
Committee and Nominating and Governance Committee and serves as Chair of the ASUS Committee. He has
served as a director of the Company since 1990.

Robert F. Kathol

Executive Vice President of Smith Hayes Financial Services Corporation, an investment banking firm in
Omaha, Nebraska since 2001. Prior to its acquisition by Smith Hayes, Mr. Kathol had been Executive Vice
President of Kirkpatrick, Pettis, Smith, Polian, Inc. since 1985. Mr. Kathol, age 64, is a member of the
Company’ s Compensation Committee and ASUS Committee and is Chair of the Audit and Finance
Committee. He has served as a director of the Company since 1995.

Lloyd E. Ross

Self-Employed, L. Ross Consulting since 2003. Managing Partner of Invermex, L.P., a company developing
hotels in the southwestern United States and Northern Mexico from 1997 to 2003. For more than 35 years prior
to becoming Managing Partner of Invermex, L.P., Mr. Ross was associated with SMI Construction Co., a
commercial and industrial general contracting firm in Irvine, California, having served as its President and
Chief Executive Officer since 1976. Mr. Ross is also a director of PacifiCare Health Systems. Mr. Ross, age
64, has been Chairman of the Board of Directors of the Company since April 1999 and has served as a director
of the Company since 1995.
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Jean E. Auer
Jean Auer, who passed away in January 2005, also served as a Class II director of the Company during 2004.
Her contributions to the Company are many and her talent and knowledge will be sadly missed.

As a result of her passing, the Board of Directors approved a reduction in the number of directors to six.
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Security Ownership of Directors and Executive Officers

Information regarding the number of Common Shares beneficially owned by the directors and executive officers is shown in the following
table.

The holdings include shares that the directors and officers will have the right to acquire as of May 31, 2005 through the exercise of stock
options and stock units under the Company’ s 2003 Non-Employee Directors Stock Plan and the 2000 Stock Incentive Plan.

Security Ownership Table

Name Total Percent of Class
James L. Anderson 7,124.2428(1) *
Susan L. Conway 43,529.2544® *
Joel A. Dickson 53,362.7359) %*
N.P. Dodge, Jr. 9,092.35611 *
James B. Gallagher 33,922.93864 *
William C. Gedney 7,774.61950) %*
McClellan Harris I1I 42,160.30924) %*
Anne M. Holloway 7,141.35611D *
Robert F. Kathol 6,542.35611) *
Roger F. Kropke 16,772,9761(6) *
Denise L. Kruger 39,463.8173(7) *
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Lloyd E. Ross 7,128.6905(1) *

Patrick R. Scanlon 18,374.6554() *
Robert J. Sprowls 328.7058®) *
Bryan K. Switzer 2,910.3977® *
Eva G. Tang 13,149.1386(9) *
Roland S. Tanner 9,975.4549%) %*
Floyd E. Wicks 93,899.6037(1%) %
Directors and Executive Officers as a Group 412,653.6087(“) 2.4%

*Less than one percent

M

@)

©)

4)

The holdings include 3,000 Common Shares which each non-employee director has a right to acquire on or prior to May 31, 2005
through the exercise of stock options pursuant to the 2003 Non-Employee Directors Stock Plan and 92.3561 Common Shares with
respect to stock units credited to the dividend equivalent account of each non-employee director on the date hereof with respect to
Stock Options. The holdings do not include Common Shares relating to stock units which have been credited to the stock unit account
or dividend equivalent account with respect to such stock units which each non-employee director only has a right to acquire upon
termination of service as a director. The holdings also do not include an additional 2,000 Common Shares which each non-employee
director will have a right to acquire on or prior to May 31, 2005 through the exercise of stock options pursuant to the 2003 Non-
Employee Directors Stock Plan if the proposed amendments to the 2003 Non-Employee Directors Stock Plan is approved by
shareholders at the annual meeting.

The holdings include 33,150 Common Shares which this executive officer has a right to acquire on or prior to May 31, 2005 through
the exercise of stock options pursuant to the 2000 Stock Incentive Plan.

The holdings include 36,150 Common Shares which this executive officer has a right to acquire on or prior to May 31, 2005 through
the exercise of stock options pursuant to the 2000 Stock Incentive Plan.

The holdings include 30,150 Common Shares which this executive officer has a right to acquire on or prior to May 31, 2005 through
the exercise of stock options pursuant to the 2000 Stock Incentive Plan.
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The holdings include 5,247 Common Shares which this executive officer has a right to acquire on or prior to May 31, 2005 through the
exercise of stock options pursuant to the 2000 Stock Incentive Plan.

The holdings include 10,825 Common Shares which this executive officer has a right to acquire on or prior to May 31, 2005 through
the exercise of stock options pursuant to the 2000 Stock Incentive Plan.

The holdings include 31,140 Common Shares which this executive officer has a right to acquire on or prior to May 31, 2005 through
the exercise of stock options pursuant to the 2000 Stock Incentive Plan.

The holdings include 2,000 Common Shares which this executive officer has a right to acquire on or prior to May 31, 2005 through the
exercise of stock options pursuant to the 2000 Stock Incentive Plan.

The holdings include 2,500 Common Shares which this executive officer has a right to acquire on or prior to May 31, 2005 through the
exercise of stock options pursuant to the 2000 Stock Incentive Plan.

The holdings include 72,820 Common Shares which this executive officer has a right to acquire on or prior to May 31, 2005 through
the exercise of stock options pursuant to the 2000 Stock Incentive Plan.

The holdings include 296,782.25 Common Shares which the directors and executive officers as a group have a right to acquire on or
prior to May 31, 2005 through the exercise of stock options pursuant to the 2003 Non-Employee Directors Plan and the 2000 Stock
Incentive Plan and 461.7805 Common Shares with respect to stock units credited to the dividend equivalent account of each non-
employee director on the date hereof with respect to stock options.
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Certain Relationships and Related Transactions

No director, or executive officer or any of his or her immediate family members had any indebtedness to the Company, any business
relationship with the Company or any transaction or any proposed transaction with the Company in 2004 in excess of $60,000. No director,
executive officer or any member of his or her immediate family, at any time during the past three years, has been employed by any entity,
including a charitable organization that, has made payments to, or received payments or charitable contributions from the Company for
property or services in an amount which, in any single fiscal year, exceeded the greater of $1 million or 2% of the other entity’ s consolidated
gross revenues reported for that fiscal year. Smith Hayes Financial Service Corp. received $565 from the Company during 2004 for stock
brokerage services to the Company. Mr. Kathol, a director of the Company, is an executive vice president of this firm.

Board Committees and Meetings
During 2004, directors met as a Board fourteen times. No director attended less than 75% of the meetings of the Board.

The Company has adopted a policy that each director should make every reasonable effort to attend each annual meeting of shareholders. At
the 2004 annual meeting, all directors were present.

The Board of Directors has an Audit and Finance Committee, a Nominating and Governance Committee, and a Compensation Committee.
Each of these committees operates under a charter, which identifies the purpose of the committee and its primary functions and
responsibilities.

The Board of Directors may establish, from time-to-time, other committees on an ad hoc basis to address strategic or business related
opportunities. There were two such committees in 2004, the Special Projects Committee and the ASUS Committee which replaced the Special
Projects Committee at the end of 2004. Members of ad hoc committees are paid for their services in accordance with policies of the Board.

The Chairman of the Board is an ex-officio member of all committees of the Board and is the presiding director for non-management sessions
of the Board. The Board has affirmatively determined that a majority of the Company’ s directors and all of the members of the Audit and
Finance Committee, Nominating and Governance Committee and Compensation Committee are independent directors under the corporate
governance listing standards of the New York Stock Exchange. In making this determination, the Board of Directors took into account the
stock brokerage services provided by Smith Hayes Financial Service Corp. and concluded that the provision of these services did not affect
Mr. Kathol’ s independence because the payments made by the Company to Smith Hayes Financial Service Corp. were de minimis and Mr.
Kathol was not involved in providing any of these services to the Company.

Audit and Finance Committee
The Audit and Finance Committee provides advice and assistance to the Board of Directors on accounting and financial reporting practices of
the Company. The Committee reviews the scope of audit work and findings of the Company’ s independent registered public accounting firm
who serves as auditors of the Company and also monitors the work of the Company’ s internal auditors. The Committee also reviews the
qualifications of, and recommends to the Board of Directors, a registered public accounting firm and reviews and approves fees charged by
this firm of independent auditors.

The Audit and Finance Committee conducts its responsibilities pursuant to its charter adopted by the Board of Directors. The Board of
Directors has determined that the members of the Audit and Finance Committee are “independent” as determined under the standards of the
New York Stock Exchange. The Board of Directors has also determined that Robert Kathol is an “audit committee financial expert” within
the meaning of the federal securities laws. No Audit and Finance Committee members served on more than three public company boards.

During 2004, the Audit and Finance Committee, consisting of Robert F. Kathol - Chair, N.P. Dodge, Jr. and Anne M. Holloway, met six times
to review and discuss with management, the internal auditor and the Company’ s independent auditors, the interim financial statements, annual
audited financial statements and certain other matters. The Committee has received disclosures from and discussed with the Company’ s
independent auditors, PricewaterhouseCoopers LLP, the auditors’ independence as required by Independence Standards Board Standard No.
1. No committee member attended less than 75% of the meetings of the Audit and Finance Committee.
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Nominating and Governance Committee
The Nominating and Governance Committee assesses qualifications of and makes recommendations as to candidates to fill vacancies on the
Board of Directors. Nominees for director are selected on the basis of a number of qualifications, including:

A reputation for integrity, honesty and adherence to high ethical standards

Holding or have held a generally recognized position of leadership. Prior service on this Board will be considered in connection with
this qualification

Demonstrated business acumen, business or governmental experience and an ability to exercise sound business judgments in matters
that relate to the Company’ s current and long-term objectives

The interest and ability to understand the sometimes conflicting interests of the various constituencies of the Company, which include
shareholders, employees, customers, regulators, creditors and the general public, and to act in the interests of all shareholders

A demonstrated ability to work constructively with groups with diverse perspectives and have a demonstrated ability to tolerate
opposing viewpoints

You may submit the name of a person for election as a director either by submitting a recommendation to the Nominating and Governance
Committee or by directly submitting a name at a shareholders meeting. In either event, you must submit the name of the nominee in writing to
the Corporate Secretary of the Company at the Company’ s corporate headquarters. The Corporate Secretary must receive your
recommendation or nomination between February 1 and February 16, 2006 in order for your nominee to be considered for election as a
director. If the annual meeting date is changed by more than 30 days or a special meeting is held, you will have another opportunity to submit
nominations. In this case, the Corporate Secretary must receive the nomination at the Company’ s corporate headquarters no later than the
close of business on the 10th day following the earlier of the date on which the meeting notice is mailed or public disclosure of the meeting
date is made. The notice must contain all information that the Company would be required to disclose in its proxy statement about the
nominee, a consent by the nominee to be named in the proxy statement and to serve as a director if elected, the name and address of the record
and beneficial owner, if any, of the shares and the number of shares held. If you are submitting a name for consideration by the Nominating
and Governance Committee, you should also be prepared to provide other information requested by the Company reasonably related to the
recommended individual’ s qualifications as a nominee and the person recommended should be able to, upon request and with reasonable
advance notice, meet with one or more members of the Nominating and Governance Committee and/or the Board of Directors to inquire into
the nominee’ s qualifications and background and to otherwise be interviewed for purposes of the nomination. The manner in which the
Nominating and Governance Committee evaluates a nominee will not differ based on whether the potential nominee is recommended by a
shareholder. If you will be submitting the name directly for nomination as a director at the shareholders meeting, you must comply with all
requirements of the Securities Exchange Act of 1934 in connection with soliciting shareholders to vote for your nominees.

There were no material changes to these procedures for the nomination of directors in 2004.

The Company did not pay any fee to any third party to identify or evaluate or assist in identifying or evaluating potential nominees for director
at the Annual Meeting. The Company has not received any recommended nominee from a shareholder or from a group of shareholders.

During 2004, the Nominating and Governance Committee, consisting of Jean E. Auer - Chair, James L. Anderson and Anne M. Holloway,
met four times. No committee member attended less than 75% of the meetings of the Nominating and Governance Committee.
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Compensation Committee
The Compensation Committee reviews and makes recommendations to the Board of Directors as to appropriate compensation for the
President and other executive officers of the Company and determines the awards to be made under the Company’ s Annual Incentive Plan
and the 2000 Stock Incentive Plan. The Compensation Committee also administers the 2003 Non-Employee Directors Stock Plan.

During 2004, the Compensation Committee, consisting of James L. Anderson - Chair, Jean E. Auer, N.P. Dodge, Jr., Anne M. Holloway and
Robert F. Kathol met five times. No committee member attended less than 75% of the meetings of the Compensation Committee.
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Special Projects Committee
Prior to November 2004, the Special Projects Committee reviewed potential changes to the regulated and contract services operations of the
Company. In November 2004 the Special Projects Committee was dissolved and the ASUS Committee was created. The ASUS Committee
reviews the contract services operations of the Company and makes recommendations to the Board of Directors as to the financial and
operational impact of changes in these services.

During 2004, the Special Projects Committee consisting of N.P. Dodge, Jr. - Chair, James L. Anderson and Robert F. Kathol met three times.
All directors were present at these meetings. The ASUS Committee did not meet in 2004.

Remuneration for Directors

All directors (except Mr. Wicks) were paid an annual retainer of $15,000 in 2004, payable in equal monthly installments. The annual retainer
has been increased to $20,000 for services rendered in 2005. In addition, each non-employee director received a $1,200 fee in 2004 for each
meeting attended, which was reduced to $600 for telephonic meetings attended. The regular and organizational meetings of the board are
counted as one meeting for purposes of the per meeting fee. In addition, each outside director who was a member of the Compensation
Committee, Nominating and Governance Committee, Special Projects Committee (the ASUS Committee in 2005) or the Audit and Finance
Committee, other than the chair of the committee, received a $1,200 fee in 2004 for each meeting attended, which was reduced to $600 for
telephonic meetings attended. These fees are unchanged for services rendered in 2005.

In 2004, the chair of the Compensation Committee, Nominating and Governance Committee, and Special Projects Committee received a fee
of $2,400 for each committee meeting attended, which was reduced to $1,200 for telephonic meetings attended. The chair of the Audit and
Finance Committee, in 2004, received a fee of $3,600, which was reduced to $1,800 for telephonic meetings attended. In 2005, the chair of the
Audit and Finance Committee, the Compensation Committee, the ASUS Committee and the Nominating and Governance Committee will
receive an additional annual retainer of $15,000, $7,500, $7,500 and $5,000, respectively. In addition, the chair of each of these committees
will receive a $1,200 fee in 2005 for each meeting, which will be reduced to $600 for telephonic meetings.

Chairman of the Board Mr. Ross earned an additional $74,583 as chair for the year 2004 which has been increased to $80,000 in 2005. Mr.
Wicks did not receive any separate compensation as a director or a member of the ASUS Committee.

Each of the non-employee directors also received a stock option for 1,000 Common Shares pursuant to the terms of the 2003 Non-Employee
Directors Stock Plan which is described in more detail below. Each non-employee director also had stock units credited to his or her account
in 2004 with respect to services provided as a director in 2004 in the amount set forth below pursuant to the terms of the 2003 Non-Employee
Directors Stock Plan:

Name Amount of Stock Units"
James L. Anderson 903.7280
N.P. Dodge, Jr. 290.8500
Anne Holloway 880.3440
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