Edgar Filing: SUW CORP - Form 10-K

SJW CORP
Form 10-K
February 25, 2015

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF

1934
For the fiscal year ended December 31, 2014
OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT

OF 1934
For the transition period from to
Commission file number: 1-8966
SJW CORP.
(Exact name of registrant as specified in its charter)
California 77-0066628
(State. or cher jurisdiction of incorporation or (LR.S. Employer Identification No.)
organization)
110 West Taylor Street, San Jose, California 95110
(Address of principal executive offices) (Zip Code)
408-279-7800
(Registrant's telephone number, including area code)
Not Applicable
(Former name, former address and former fiscal year, if changed since last report)
Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Stock, $0.521 par value per share New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes © No y
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Exchange Act. Yes © No y
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes y No ~
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant's knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. y
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes y No ~
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See definition of “large accelerated filer,” “accelerated filer,” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.
Large accelerated filer © Accelerated filer y Non-accelerated filer © Smaller reporting company ~



Edgar Filing: SUW CORP - Form 10-K

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes " Noy

As of June 30, 2014, the aggregate market value of the registrant's common stock held by non-affiliates of the
registrant was approximately $427 million based on the closing sale price as reported on the New York Stock

Exchange.

Indicate the number of shares outstanding of registrant's common stock, as of the latest practicable date.
Class Outstanding at February 13, 2015
Common Stock, $0.521 par value per share 20,336,409

DOCUMENTS INCORPORATED BY REFERENCE
Portions of the registrant's Proxy Statement relating to the registrant's Annual Meeting of Shareholders, to be held on
April 29, 2015, are incorporated by reference into Part III of this Form 10-K where indicated.




Edgar Filing: SUW CORP - Form 10-K

TABLE OF CONTENTS

PART I

Forward-Looking Statements
Item 1. Business

Item 1A. Risk Factors
Item 1B. Unresolved Staff Comments
Item 2.  Properties

Item 3.  Legal Proceedings
Item 4.  Mine Safety Disclosures

PART II

Market for Registrant's Common Equity. Related Stockholder Matters and Issuer Purchases of
Equity Securities

Item 6.  Selected Financial Data

Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations
Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Item 8.  Financial Statements and Supplementary Data

Item 9.  Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
Item 9A. Controls and Procedures

Item 9B. Other Information

Item 5.

PART III

Item 10. Directors. Executive Officers and Corporate Governance
Item 11. Executive Compensation

Ttem 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
" Matters

Item 13. Certain Relationships and Related Transactions. and Director Independence
Item 14. Principal Accountant Fees and Services

PART IV
Item 15. Exhibits and Financial Statement Schedules

Exhibit Index

Signatures

—_ = = = I |

2N "N TR T =

IS

RERE Rk
I\ I [ > NO oo

RR R kR
~ I~ ~ ~ I~




Edgar Filing: SUW CORP - Form 10-K

PART I

Forward-Looking Statements

This report contains forward-looking statements within the meaning of the federal securities laws relating to future
events and future results of SJW Corp. and its subsidiaries that are based on current expectations, estimates, forecasts,
and projections about SJW Corp. and its subsidiaries and the industries in which SJW Corp. and its subsidiaries

operate and the beliefs and assumptions of the management of SJW Corp. Such forward-looking statements are
identified by words including “expect”, “estimate”, “anticipate”, “intends”, “seeks”, “plans”, “projects”, “may”, “should”, “wil
variation of such words, and similar expressions. These forward-looking statements are only predictions and are

subject to risks, uncertainties, and assumptions that are difficult to predict. Therefore, actual results may differ
materially and adversely from those expressed in any forward-looking statements. Important factors that could cause

or contribute to such differences include, but are not limited to, those discussed in this report under Item 1A, “Risk
Factors,” and Item 7, “Management's Discussion and Analysis of Financial Condition and Results of Operations,” and
elsewhere, and in other reports SJTW Corp. files with the Securities and Exchange Commission (the “SEC”), specifically
the most recent report on Form 10-Q and reports on Form 8-K filed with the SEC, each as it may be amended from
time to time.

SJW Corp. undertakes no obligation to update or revise the information contained in this report, including the
forward-looking statements, to reflect any event or circumstance that may arise after the date of this report.

Item 1. Business

General Development of Business

SJW Corp. was incorporated in California on February 8, 1985. SIW Corp. is a holding company with four
subsidiaries:

San Jose Water Company, a wholly owned subsidiary of SJW Corp., with its headquarters located at 110 West Taylor
Street in San Jose, California 95110, was originally incorporated under the laws of the State of California in 1866. As
part of a reorganization on February 8, 1985, San Jose Water Company became a wholly owned subsidiary of STW
Corp. San Jose Water Company is a public utility in the business of providing water service to approximately 229,000
connections that serve a population of approximately one million people in an area comprising approximately 138
square miles in the metropolitan San Jose, California area.

SIWTX, Inc., a wholly owned subsidiary of SJW Corp., was incorporated in the State of Texas in 2005. SJWTX, Inc.
is doing business as Canyon Lake Water Service Company (“CLWSC”). CLWSC is a public utility in the business of
providing water service to approximately 12,000 connections that serve approximately 36,000 people. CLWSC's
service area comprises more than 240 square miles in western Comal County and southern Blanco County in the
erowing region between San Antonio and Austin, Texas. SJWTX, Inc. has a 25% interest in Acequia Water Supply
Corporation (“Acequia”). The water supply corporation has been determined to be a variable interest entity within the
scope of Financial Accounting Standards Board (FASB) Accounting Standard Codification (ASC) Topic
810—"“Consolidation” with SJTWTX, Inc. as the primary beneficiary. As a result, Acequia has been consolidated with
SIWTX, Inc.

SJW Land Company, a wholly owned subsidiary of SJW Corp., was incorporated in 1985. SJW Land Company owns
undeveloped land in the states of California and Tennessee, owns and operates commercial buildings in the states of
California, Arizona and Tennessee, and has a 70% limited partnership interest in 444 West Santa Clara Street, L.P.
Texas Water Alliance Limited (“TWA”), a wholly owned subsidiary of SJW Corp., is undertaking activities that are
necessary to develop a water supply project in Texas.

Together, San Jose Water Company, CLWSC and TWA are referred to as “Water Utility Services.”

SJW Land Company and its consolidated variable interest entity, 444 West Santa Clara Street, L.P., which operates
commercial building rentals, are collectively referred to as “Real Estate Services.”

Regulation and Rates

San Jose Water Company's rates, service and other matters affecting its business are subject to regulation by the
California Public Utilities Commission (“CPUC”).
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Ordinarily, there are three types of rate adjustments that affect San Jose Water Company's revenue collection: general
rate adjustments, cost of capital adjustments, and offset rate adjustments. General rate adjustments are authorized in
general rate case decisions, which usually authorize an initial rate adjustment followed by two annual escalation
adjustments. General
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rate applications are normally filed and processed during the last year covered by the most recent general rate case as
required by the CPUC in order to avoid any gaps in regulatory decisions on general rate adjustments.

Cost of capital adjustments are rate adjustments resulting from the CPUC's tri-annual establishment of a reasonable
rate of return for San Jose Water Company's capital investments.

The purpose of an offset rate adjustment is to compensate utilities for changes in specific pre-authorized offsettable
capital investments or expenses, primarily for purchased water, groundwater extraction charges and purchased power.
Pursuant to Section 792.5 of the California Public Utilities Code, a balancing account must be maintained for each
expense item for which such revenue offsets have been authorized. The purpose of a balancing account is to track the
under-collection or over-collection associated with expense changes.

On February 28, 2014, San Jose Water Company submitted Advice Letter No. 456. In the advice letter, San Jose
Water Company notified the CPUC that San Jose Water Company was implementing conservation Tariff Rule 14.1.
The CPUC's Tariff Rule 14.1 provides voluntary conservation measures for customers, focusing primarily on outdoor
water use which accounts for 50% of a typical customer's water usage. In addition, San Jose Water Company
requested the implementation of a Mandatory Conservation Memorandum Account (“MCMA”) to track all operational
and administrative costs associated with the implementation of Rule 14.1 and implementation of a Mandatory
Conservation Revenue Adjustment Memorandum Account (“MCRAMA”) to track any revenue shortfall associated with
the implementation of Santa Clara Valley Water District's (“SCVWD”) 20% conservation goal. The advice letter was
approved on March 21, 2014 and the Rule 14.1 voluntary conservation measures, the MCMA, and MCRAMA all
went into effect on March 31, 2014. San Jose Water Company will record the impact of the MCRAMA and MCMA
regulatory accounts in its consolidated financial statements once probability of recovery can be determined and
collection can be assured within 24 months of the year-end in which the revenue is recorded.

On March 17, 2014, San Jose Water Company filed Advice Letter No. 457. In Advice Letter No. 457, San Jose Water
Company requested authorization for a rate base offset for improvements to the Montevina Water Treatment Plant. In
Decision No. 13-07-028, the CPUC authorized San Jose Water Company to file annual advice letters to include in rate
base properly recorded costs of the Montevina Water Treatment Plant upgrade project. This filing was the first such
advice letter. San Jose Water Company will file similar annual advice letters until the project is completed. The
current advice letter filing requested authorization for a revenue increase of approximately $123,000 which would
result in an increase to rates of 0.05%. The CPUC authorized this increase, and the increase became effective on July
21,2014.

On May 23, 2014, San Jose Water Company filed Advice Letter No. 461 seeking authorization to increase revenue by
$9.4 million, or approximately 3.6% to offset increases to the SCVWD groundwater production charges and treated
water charges. The CPUC authorized this increase, and the increase became effective on July 1, 2014.

On August 14, 2014, the CPUC issued Decision No. 14-08-006 in San Jose Water Company's General Rate Case
filing for the years 2013-2015. This Decision resolved all issues in San Jose Water Company's General Rate Case and
closed the proceeding. The Decision authorized an increase of revenue by $22.1 million, or 9.81%, for 2013 and $13.3
million, or 5.21% for 2014, and provided San Jose Water Company authorization to file to increase rates for 2015 in
November 2014. The increases for 2013 and 2014 became effective on August 15, 2014 (via Advice Letter No. 463)
and September 29, 2014 (via Advice Letter No. 464), respectively. Additionally, due to the nearly 20-month delay in
receiving the Decision, San Jose Water Company was authorized to file for a surcharge to true-up the difference
between interim rates (i.e. rates that were actually in effect since January 1, 2013) and authorized rates (i.e. rates that
should have been in effect since January 1, 2013). On August 29, 2014, San Jose Water Company filed Advice Letter
No. 465, seeking recovery of the $46.7 million balance accrued in the 2013 General Rate Case Interim Rates
Memorandum Account over a three-year period via a $0.2888 per CCF surcharge applied to all customer usage as
authorized in the General Rate Case decision. In this filing, San Jose Water Company sought to recover the revenue
which was not collected over the period of January 1, 2013 through August 14, 2014 due to the delayed decision in
San Jose Water Company's General Rate Case Application. The retroactive adjustment reflects the impact of actual
usage compared to what was authorized in the Decision for 2013 and the combined impact of 2013 and 2014 rate
increases for 2014. This recovery was authorized in Decision No. 14-08-006 and the surcharge became effective
September 29, 2014, and accordingly San Jose Water Company recognized $46.7 million in the third quarter of 2014.
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Please also see Note 1 of Notes to Consolidated Financial Statements.

On September 15, 2014, San Jose Water Company filed an application for rehearing of Decision No. 14-08-006 to
address a limited set of issues from San Jose Water Company's General Rate Case Decision No. 14-08-006.
Specifically, San Jose Water Company sought rehearing on the duration of the interim rate period used to determine
the General Rate Case true-up recovery and rehearing on the treatment of excess capacity labor in the provision of
non-tariffed products and services. A decision is expected on this request during the first quarter of 2015.

On November 7, 2014, San Jose Water Company filed Advice Letter No. 467 seeking authorization to increase rates
by $8 million, or 2.91%, via a step rate increase for the escalation year 2015. Subsequent to this filing, due to changes
in
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escalation factors, San Jose Water Company filed Advice Letter No. 467A revising the requested increase to $8.1
million, or 2.94%. The revised request was approved by the CPUC and became effective on January 1, 2015.

On November 14, 2014, San Jose Water Company along with three other California water utilities (the “Joint Parties™),
filed a request for a one year postponement of their 2015 Cost of Capital (“COC”) filings scheduled for March 31, 2015.
Pursuant to the CPUC's rate case plan, the Joint Parties are required to file their COC applications on a triennial basis
with the next scheduled filing due on March 31, 2015. Postponing the filing for one year would alleviate
administrative processing costs on the Joint Parties as well as the CPUC staff. On January 8, 2015, the CPUC's
Executive Director (“ED”) granted the extension request subject to two conditions: (1) The Joint Parties agree to
postpone adjustments to the water cost of capital mechanism for one year, and (2) the Joint Parties obtain the
agreement of the other Class A water utilities to postpone their 2016 COC proceedings for one year from March 31,
2016 to March 31, 2017. On January 20, 2015, the Joint Parties submitted a letter to the CPUC ED agreeing to the two
conditions and verifying the agreement of the other Class A water utilities, thereby postponing the Joint Parties
scheduled COC filings to March 31, 2016.

On January 5, 2015, San Jose Water Company filed General Rate Case Application 15-01-002 requesting authority for
an increase of $34.9 million, or 12.22%, in 2016, $10 million, or 3.11%, in 2017, and $17.6 million, or 5.36%, in
2018. This General Rate Case filing also includes several “special requests”, including but not limited to: (1) recovery of
the under-collected balance of $4.8 million in the balancing accounts, (2) disbursement of the over-collected balance
of $1 million accrued in various memorandum accounts, and (3) implementation of a full revenue decoupling Water
Revenue Adjustment Mechanism and associated Modified Cost Balancing Account. A General Rate Case is a
year-long proceeding before the CPUC that involves a discovery phase led by the CPUC's Office of Ratepayer
Advocates and customer intervenors that are assigned party status, settlement meetings, as well as possible evidentiary
hearings. A final decision is expected to occur in the second half of 2015 with new rates becoming effective at the
beginning of 2016. If a decision is not reached by the end of 2015, the CPUC has mechanisms in place that will allow
San Jose Water Company to request interim rates, effective January 1, 2016, until such time a decision is adopted.
Effective September 1, 2014, CLWSC became subject to the economic regulation of the Public Utilities Commission
of Texas (“PUCT?”). Prior to that time CLWSC was subject to economic regulation by the Texas Commission on
Environmental Quality (“TCEQ”). Both the PUCT and TCEQ authorize rate increases after the filing of an Application
for a Rate/Tariff Change. Rate cases may be filed as they become necessary, provided there is no current rate case
outstanding. Further, rate cases may not be filed more frequently than once every 12 months.

On October 3, 2013, CLWSC filed a rate case with the TCEQ. The filing contained a request for an average
system-wide rate increase of 23.1%, or $2.4 million. With the exception of customers served within the City of
Bulverde, the new rates became effective on December 2, 2013. Subsequently, effective March 1, 2014, a rate
settlement agreement was reached with the City of Bulverde with rate increases being phased-in over a 28-month
period. On December 18, 2014, the PUCT voted unanimously to approve a final order in the case. As approved, the
final decision settles all issues with the Coalition for Equitable Water Rates (a customer intervenor group), the PUCT
and the Office of Public Utility Counsel regarding the 2013 rate case for all customers located outside the City of
Bulverde's jurisdiction. The decision authorized the requested average system-wide rate increase to be phased-in
annually beginning January 1, 2015 through January 1, 2018. The decision further provides that no refunds or credits
will be owed to customers for rates in effect between December 2, 2013 and December 31, 2014. It also allows for the
filing of additional applications to recover increases in purchased water supply costs for such customers. As part of the
settlement, CLWSC has the option to file a general rate case application after September 1, 2017 to establish a new
rate increase. If the Company elects this option prior to December 31, 2017, the January 1, 2018 scheduled rate
increase in the decision will not become effective. As part of the settlement of the rate case, CLWSC agreed to drop
its appeal of the 2010 rate case final order. Therefore, upon motion of CLWSC, such appeal was subsequently
dismissed by the District Court of Travis County on January 16, 2015.

Please also see Item 1A, “Risk Factors,” Item 7, “Management's Discussion and Analysis of Financial Condition and
Results of Operations,” and Note 1 of Notes to Consolidated Financial Statements.

Financial Information about Industry Segments

See Note 12 of Notes to Consolidated Financial Statements for information regarding SJW Corp.'s business segments.
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Description of Business

General

The principal business of Water Utility Services consists of the production, purchase, storage, purification,
distribution, wholesale, and retail sale of water. San Jose Water Company provides water service to approximately
229,000 connections that serve customers in portions of the cities of San Jose and Cupertino and in the cities of
Campbell, Monte Sereno, Saratoga and the Town of Los Gatos, and adjacent unincorporated territories, all in the
County of Santa Clara in the State of California. San Jose Water Company distributes water to customers in
accordance with accepted water utility methods. CLWSC provides
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water service to approximately 12,000 connections that serve approximately 36,000 people in a service area
comprising more than 240 square miles in the growing region between San Antonio and Austin, Texas. TWA has
entered into arrangements with certain landowners in Gonzales County, Texas that provide for the development of a
water supply project. In connection with the project, TWA applied for groundwater production and transportation
permits to meet the future water needs in the Canyon Lake Water Service Company's service area and to the central
Texas hill country communities and utilities adjacent to this area. In January of 2013, TWA's permits were approved
by the groundwater district in Gonzales County. The permits were subsequently received in March 2013.

San Jose Water Company also provides non-tariffed services under agreements with municipalities and other utilities.
These non-tariffed services include water system operations, maintenance agreements and antenna leases.

In October 1997, San Jose Water Company commenced operation of the City of Cupertino municipal water system
under the terms of a 25-year lease. The system is adjacent to the San Jose Water Company service area and has
approximately 4,600 service connections. Under the terms of the lease, San Jose Water Company paid an up-front
$6.8 million concession fee to the City of Cupertino that is amortized over the contract term. San Jose Water
Company is responsible for all aspects of system operation including necessary capital improvements.

The operating results from the water business fluctuate according to the demand for water, which is often influenced
by seasonal conditions, such as summer temperatures or the amount and timing of precipitation in Water Utility
Services' service areas. Revenue, production expenses and income are affected by changes in water sales and the
availability of surface water supply. Overhead costs, such as payroll and benefits, depreciation, interest on long-term
debt, and property taxes, remain fairly constant despite variations in the amount of water sold. As a result, earnings are
highest in the higher demand, warm summer months and lowest in the lower demand, cool winter months.

Water Supply

San Jose Water Company's water supply consists of groundwater from wells, surface water from watershed run-off
and diversion, reclaimed water, and imported water purchased from the SCVWD under the terms of a master contract
with SCVWD expiring in 2051. Purchased water provides approximately 40% to 50% of San Jose Water Company's
annual production. San Jose Water Company pumps approximately 40% to 50% of its water supply from the
underground basin and pays a groundwater extraction charge to SCVWD. Surface supply, which during a year of
normal rainfall satisfies about 6% to 8% of San Jose Water Company's annual needs, provides approximately 1% of
its water supply in a dry year and approximately 14% in a wet year. In dry years, the decrease in water from surface
run-off and diversion, and the corresponding increase in purchased and pumped water, increases production expenses
substantially.

The pumps and motors at San Jose Water Company's groundwater production facilities are propelled by electric
power. Over the last few years, San Jose Water Company has installed standby power generators at 32 of its strategic
water production sites. In addition, the commercial office and operations control centers are outfitted with standby
power equipment that allow critical distribution and customer service operations to continue during a power outage.
SCVWD has informed San Jose Water Company that its filter plants, which deliver purchased water to San Jose
Water Company, are also equipped with standby generators. In the event of a power outage, San Jose Water Company
believes it will be able to prevent an interruption of service to customers for a limited period by pumping water with
its standby generators and by using purchased water from SCVWD.

In 2014, the level of water in the Santa Clara Valley groundwater basin, which is managed by the SCVWD,
experienced a decline due to: (1) an increase in groundwater pumping by various water retailers in the region, and (2)
a reduction in groundwater recharge efforts on the part of the SCVWD due to limited surface water supplies necessary
to support normal recharge operations. On January 1, 2015, SCVWD's 10 reservoirs were 40.2% full with 67,961
acre-feet of water in storage. As of December 31, 2014, San Jose Water Company's Lake Elsman contained 1,181
acre-feet or approximately 79% of the five-year seasonal average. In addition, the rainfall at San Jose Water
Company's Lake Elsman was measured at 23.89 inches for the period from July 1, 2014 through December 31, 2014,
which is 144% of the five-year average. Local surface water is a less costly source of water than groundwater or
purchased water and its availability significantly impacts San Jose Water Company's results of operations. San Jose
Water Company believes that its various sources of water supply will be sufficient to meet customer demand in 2015,
however, additional conservation measures which may include water rationing may be necessary if the drought
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continues.

In response to the driest year (2013) in recorded California state history, on January 17, 2014, Governor Edmund G.
Brown Jr. proclaimed a State of Emergency and directed state officials to take necessary actions to prepare for drought
conditions. On February 25, 2014, the SCVWD set a target of a 20% reduction in water use for 2014 in accordance
with its adopted water shortage contingency plan and recommended that its retail water and municipal customers
implement mandatory measures to meet the target. Effective March 1, 2014, the SCVWD reduced all treated water
deliveries to 80% of monthly contract allocations through December 31, 2014. On March 31, 2014, San Jose Water
Company received CPUC authorization

6
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to implement water conservation rules as defined in Tariff Rule 14.1. Rule 14.1 focuses primarily on outdoor water
use which accounts for 50% of a typical customer's water usage. On July 29, 2014, the State Water Resources Control
Board adopted new emergency regulations requiring California urban water systems to implement mandatory outdoor
residential water use restrictions. San Jose Water Company's water conservation rules, which mirror those of the State
Water Board's, have been in effect since March 31, 2014, as ordered by the CPUC. On August 14, 2014, the CPUC
provided additional guidance to its investor-owned water utilities to comply with the State Water Board's rules by
requiring customer notification, monthly reporting of water usage data and coordination with local law enforcement
agencies to enforce the rules. San Jose Water Company is complying with the CPUC's resolution and is working with
local governments as well as the SCVWD to communicate consistent messages to the public. On November 25, 2014,
the SCVWD Board of Directors passed a resolution to continue the reduction on treated water deliveries through June
30, 2015. For the months of October, November and December, San Jose Water Company's regulated water
production was down 17%, 18% and 26%, respectively, compared to the same three months in 2013. SJW Corp. and
San Jose Water Company, provide additional information on their web sites relating to ongoing water conservation
measures taken or to be taken in response to the historical drought conditions in California, including information on
customer water usage. The web sites are accessible at www.sjwater.com and www.sjwcorp.com. SJW Corp. intends to
update the web sites as appropriate during the period in which the water shortage contingency plan of the SCVWD
remains in effect.

California also faces long-term water supply challenges. San Jose Water Company actively works with SCVWD to
meet the challenges by continuing to educate customers on responsible water use practices and conducting long-range
water supply planning.

CLWSC's water supply consists of groundwater from wells and purchased and treated raw water from the
Guadalupe-Blanco River Authority (“GBRA”). CLWSC has long-term agreements with the GBRA, which expire in
2037, 2040, 2044 and 2050. The agreements, which are take-or-pay contracts, provide CLWSC with an aggregate of
6,900 acre-feet of water per year from Canyon Lake and other sources at prices that may be adjusted periodically by
GBRA.

Please also see further discussion under Item 1A, “Risk Factors” and Item 7, “Management's Discussion and Analysis of
Financial Condition and Results of Operations.”

Franchises

Franchises granted by local jurisdictions permit Water Utility Services to construct, maintain, and operate a water
distribution system within the streets and other public properties of a given jurisdiction. San Jose Water Company
holds the necessary franchises to provide water in portions of the cities of San Jose and Cupertino and in the cities of
Campbell, Monte Sereno and Saratoga, the Town of Los Gatos and the unincorporated areas of Santa Clara County.
None of the franchises have a termination date, other than the franchise for the unincorporated areas of Santa Clara
County, which terminates in 2020.

Seasonal Factors

Water sales are seasonal in nature and influenced by weather conditions. The timing of precipitation and climatic
conditions can cause seasonal water consumption by customers to vary significantly. Demand for water is generally
lower during the cooler and rainy winter months. Demand increases in the spring when the temperature rises and rain
diminishes.

Competition

San Jose Water Company and CLWSC are public utilities regulated by the CPUC and PUCT, respectively, and
operate within a service area approved by the regulators. The statutory laws provide that no other investor-owned
public utility may operate in the public utilities' service areas without first obtaining from the regulator a certificate of
public convenience and necessity. Past experience shows such a certificate will be issued only after demonstrating that
service in such area is inadequate.

California law also provides that whenever a public agency constructs facilities to extend utility service to the service
area of a privately-owned public utility, like San Jose Water Company, such an act constitutes the taking of property
and is conditioned upon payment of just compensation to the private utility.
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Under the California law, municipalities, water districts and other public agencies have been authorized to engage in
the ownership and operation of water systems. Such agencies are empowered to condemn properties operated by
privately-owned public utilities upon payment of just compensation and are further authorized to issue bonds
(including revenue bonds) for the purpose of acquiring or constructing water systems. To the Company's knowledge,
no municipality, water district or other public agency has pending any proceeding to condemn any part of its water
systems.
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Environmental Matters

Water Utility Services' produces potable water in accordance with all applicable county, state and federal
environmental rules and regulations. Additionally, public utilities are subject to environmental regulation by various
other state and local governmental authorities.

Water Utility Services is currently in compliance with all of the United States Environmental Protection Agency's (the
“EPA”) surface water treatment performance standards, drinking water standards for disinfection by-products and
primary maximum contaminant levels. These standards have been adopted and are enforced by the California State
Water Resources Control Board, Division of Drinking Water and the PUCT for San Jose Water Company and
CLWSC, respectively.

Other state and local environmental regulations apply to our Water Utility Services' operations and facilities. These
regulations relate primarily to the handling, storage and disposal of hazardous materials and discharges to the
environment. In 2008, as part of routine replacement of infrastructure, San Jose Water Company identified legacy
equipment containing elemental mercury which was released into the surrounding soil. San Jose Water Company has
determined the release posed no risk of contamination to the water supply, notified the appropriate authorities and
remediated the affected area. San Jose Water Company also identified 10 other potentially affected sites. Five of these
sites have been remediated and San Jose Water Company is continuing its assessment of the remaining sites in
conjunction with its infrastructure replacement program. SJW Corp. believes there will be no material financial impact
related to this matter. In 2013, as part of routine maintenance and replacement of infrastructure, San Jose Water
Company identified certain non-soluble contaminants that could become a hazard if released into the environment. As
a precautionary measure, San Jose Water Company developed and implemented a plan to remove the source of the
contaminants and expects to complete the plan in 2018. SJW Corp. believes there will be no material financial impact
related to this matter.

San Jose Water Company is currently in compliance with all state and local regulations governing hazardous
materials, point and non-point source discharges and the warning provisions of the California Safe Drinking Water
and Toxic Enforcement Act of 1986. Please also see Part II, Item 7, “Management's Discussion and Analysis of
Financial Condition and Results of Operations.”

Employees

As of December 31, 2014, SJW Corp. had 395 full-time employees, of whom 354 were San Jose Water Company
employees and 41 were CLWSC employees. At San Jose Water Company, 122 were executive, administrative or
supervisory personnel, and 232 were members of unions. In November 2013, San Jose Water Company reached a
three-year collective bargaining agreement with the Utility Workers of America, representing the majority of all
employees, and the International Union of Operating Engineers, representing certain employees in the engineering
department, covering the period from January 1, 2014 through December 31, 2016. The agreements include a 2%
wage increase in 2014, 2% in 2015 and 3% in 2016 for union workers as well as increases in medical co-pays and
employee cost-sharing. As of December 31, 2014, CLWSC had 41 employees, of whom 7 were exempt and 34 were
non-exempt employees. Non-exempt employees are subject to overtime but are not represented by a union.
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Officers of the Registrant

Name

D.R. Drysdale

AR. Gere

C.S. Giordano

P. L. Jensen

D.M. Leal

J.P. Lynch

S. Papazian

W.R. Roth

J.B. Tang

Age

59

48

58

55

50

55

39

62
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Offices and Experience

San Jose Water Company—Vice President, Information Systems. Mr. Drysdale has served
as Vice President of Information Systems since 2000. From 1998 to 1999, Mr. Drysdale
was Director of Information Systems. From 1994 to 1998, Mr. Drysdale was Data
Processing Manager. Mr. Drysdale joined San Jose Water Company in 1992.

San Jose Water Company—Vice President, Operations. Mr. Gere has served as Vice
President of Operations since 2013. From 2008 to 2013, Mr. Gere was Chief of
Operations. From 2006 to 2008, Mr. Gere was Director of Maintenance. From 2005 to
2006, Mr. Gere was Director of Operations and Water Quality. From 2003 to 2005, Mr.
Gere was Manager of Operations and Water Quality. Mr. Gere has been with San Jose
Water Company since 1995.

San Jose Water Company—Vice President, Engineering. Mr. Giordano has served as Vice
President of Engineering since April 2013. From June 2007 to April 2013, Mr. Giordano
was Chief Engineer. From August 2000 to June 2007, Mr. Giordano was Director of
Engineering and Construction. From January 1994 to August 2000, Mr. Giordano was
Assistant Chief Engineer. Mr. Giordano has been with San Jose Water Company since
1994.

San Jose Water Company—Senior Vice President, Regulatory Affairs. Mr. Jensen has
served as Senior Vice President of Regulatory Affairs since October 2011. From July
2007 to October 2011, Mr. Jensen was Vice President of Regulatory Affairs. From 1995
to July 2007, Mr. Jensen was Director of Regulatory Affairs. Mr. Jensen has been with
San Jose Water Company since 1995.

San Jose Water Company—Vice President, Human Resources. Ms. Leal has served as Vice
President of Human Resources since 2013. From 2001 to 2013, Ms. Leal was Director of
Human Resources. From 2000 to 2001, Ms. Leal was employed as a Human Resources
Manager at Micrel Semiconductor, Inc. From 1989 to 2000, Ms. Leal worked in various
capacities for San Jose Water Company.

SJW Corp.—Chief Financial Officer and Treasurer. Mr. Lynch has served as Chief
Financial Officer and Treasurer since October 2010. He is also Chief Financial Officer
and Treasurer of San Jose Water Company, SJW Land Company, SIWTX, Inc. and Texas
Water Alliance Limited. Prior to joining the Corporation, Mr. Lynch was an Audit Partner
with KPMG LLP. Mr. Lynch was with KPMG LLP for 26 years. Mr. Lynch is a certified
public accountant.

SJW Corp.—General Counsel and Corporate Secretary. Ms. Papazian has served as General
Counsel and Corporate Secretary for STW Corp. and San Jose Water Company since
April 2014. From February 2005 to April 2014, Ms. Papazian was Corporate Secretary
and Attorney. She is also Corporate Secretary of SJW Land Company, SJWTX, Inc. and
Texas Water Alliance Limited. She was admitted to the California State Bar in

January 2000 and thereafter was an Associate Attorney at The Corporate Law Group from
March 2000 until February 2005.

SIJW Corp.—President, Chief Executive Officer and Chairman of the Board of Directors of
SIJW Corp., San Jose Water Company, SJW Land Company and SJWTX, Inc. Mr. Roth is
also Chief Executive Officer and Chairman of the Board of Directors of Texas Water
Alliance Limited. Mr. Roth was appointed Chief Executive Officer of SJTW Corp. in 1999
and President in 1996. Mr. Roth has been with San Jose Water Company since 1990.

San Jose Water Company—Vice President, Government Relations and Corporate
Communications. Mr. Tang has served as Vice President of Government Relations and
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A.F. Walters
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Corporate Communications since October 2014. From 2012 to October 2014, Mr. Tang
was Director of Government Relations and Corporate Communications. From 2009 to
2011, Mr. Tang was Manager of Government Relations and Corporate Communications.
SIJW Corp.—Controller. Ms. Avila-Walker has served as Controller of San Jose Water
Company since September 2009. Ms. Avila-Walker is also Controller of STW Corp. since
October 2014. From August 2008 to September 2009, Ms. Avila-Walker served as
Director of Compliance. From May 2005 to May 2008, Ms. Avila-Walker served as
Director of Reporting and Finance.

San Jose Water Company—Chief Administrative Officer. Mr. Walters has served as Chief
Administrative Officer since January 31, 2014. Prior to joining San Jose Water Company,
Mr. Walters was a managing director and a senior acquisitions officer in the Infrastructure
Investments Group of JP Morgan Asset Management from January 2009 to June 2013.
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Financial Information about Foreign and Domestic Operations and Export Sales

SJW Corp.'s revenue and expense are derived substantially from Water Utility Services' operations located in the
County of Santa Clara in the State of California and Comal and Blanco Counties in the State of Texas.

Available Information

SJW Corp.'s Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, and
amendments to these reports, are made available free of charge through SJW Corp.'s website at
http://www.sjwcorp.com, as soon as reasonably practicable, after STW Corp. electronically files such material with, or
furnish such material to, the SEC. The content of SJW Corp.'s website is not incorporated by reference to or part of
this report.

You may also obtain a copy of any of these reports directly from the SEC. You may read and copy any material we
file or furnish with the SEC at their Public Reference Room, located at 100 F Street N.E., Washington, D.C. 20549.
The phone number for information about the operation of the Public Reference Room is 1-800-732-0330. Because we
electronically file our reports, you may also obtain this information from the SEC internet website at
http://www.sec.gov.

Item 1A. Risk Factors

Investors should carefully consider the following risk factors and warnings before making an investment decision. The
risks described below are not the only ones facing SJW Corp. Additional risks that STW Corp. does not yet know of or
that it currently thinks are immaterial may also impair its business operations. If any of the following risks actually
occur, SJW Corp.'s business, operating results or financial condition could be materially harmed. In such case, the
trading price of SJW Corp.'s common stock could decline and you may lose part or all of your investment. Investors
should also refer to the other information set forth in this Form 10-K, including the consolidated financial statements
and the notes thereto.

Our business is regulated and may be adversely affected by changes to the regulatory environment.

San Jose Water Company and CLWSC are regulated public utilities. The operating revenue of San Jose Water
Company and CLWSC is generated primarily from the sale of water at rates authorized by the CPUC and the PUCT,
respectively. The CPUC and PUCT set rates that are intended to provide revenues sufficient to recover normal
operating expenses, provide funds for replacement of water infrastructure and produce a fair and reasonable return on
shareholder common equity. Please refer to Part I, Item 1, “Regulation and Rates” for a discussion of the most recent
regulatory proceedings affecting the rates of San Jose Water Company and CLWSC. Consequently, our revenue and
operating results depend upon the rates which the CPUC and PUCT authorize.

In our applications for rate approvals, we rely upon estimates and forecasts to propose rates for approval by the CPUC
or PUCT. No assurance can be given that our estimates and forecasts will be accurate or that the CPUC or PUCT will
agree with our estimates and forecasts and approve our proposed rates. To the extent our authorized rates may be too
low, revenues may be insufficient to cover Water Utility Services' operating expenses, capital requirements and SJW
Corp.'s historical dividend rate. In addition, delays in approving rate increases may negatively affect our operating
results and our operating cash flows. For example, San Jose Water Company's most recently approved general rate
case was delayed by approximately 20 months. This delay caused San Jose Water Company to increase its use of a
line of credit which increased interest expense and decreased net income. After approval of the general rate case, San
Jose Water Company applied for and received CPUC approval to recover the revenue which would have been
collected over the period of January 1, 2013, the decision due date, and August 14, 2014, the date the decision was
received (“2012 general rate case true-up”), over a three-year period (that commenced October 2014), via a $0.2888 per
CCF surcharge. This surcharge was based on all customer usage as authorized in the 2012 General Rate Case
decision. If actual usage is less than usage authorized in the 2012 General Rate Case decision, collectability of the
2012 general rate case true-up will be delayed which will negatively impact San Jose Water Company's cash flows.

In addition, policies and regulations promulgated by the regulators govern the recovery of capital expenditures, the
treatment of gains from the sale of real utility property, the offset of production and operating costs, the recovery of
the cost of debt, the optimal equity structure, and the financial and operational flexibility to engage in non-tariffed
operations. If the regulators implement policies and regulations that will not allow San Jose Water Company and
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CLWSC to accomplish some or all of the items listed above, Water Utility Services' future operating results may be
adversely affected. Further, from time to time, the commissioners at the CPUC and the PUCT change. For example, in
California, CPUC President Michael Peevey's term ended in December of 2014. Governor Edmund G. Brown Jr.
subsequently appointed Michael Picker as President of the Commission and appointed Liane M. Randolph to fill the
vacant seat. Such changes could lead to changes in policies and regulations. There can be no assurance that the
resulting changes in policies and regulation, if any, will not adversely affect our operating results or financial
condition.
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Recovery of regulatory assets is subject to adjustment by the regulatory agency and could impact the operating results
of Water Utility Services.

Generally accepted accounting principles for water utilities include the recognition of regulatory assets and liabilities
as permitted by FASB ASC Topic 980—Regulated Operations.” In accordance with ASC Topic 980, Water Utility
Services record deferred costs and credits on the balance sheet as regulatory assets and liabilities when it is probable
that these costs and credits will be recovered in the ratemaking process in a period different from when the costs and
credits were incurred. Please refer to Note 1 of the Notes to Consolidated Financial Statements for a summary of net
regulatory assets. If the assessment of the probability of recovery in the ratemaking process is incorrect and the
applicable ratemaking body determines that a deferred cost is not recoverable through future rate increases, the
regulatory assets or liabilities would need to be adjusted, which could have an adverse effect on our results of
operations and financial condition.

Changes in water supply, water supply costs or the mix of water supply could adversely affect the operating results
and business of Water Utility Services.

San Jose Water Company's supply of water primarily relies upon three main sources: water purchased from SCVWD,
surface water from its Santa Cruz Mountains watershed, and pumped underground water. Changes and variations in
quantities from each of these three sources affect the overall mix of the water supply, thereby affecting the cost of the
water supply. Surface water is the least costly source of water. If there is an adverse change to the mix of water supply
and San Jose Water Company is not allowed by the CPUC to recover the additional or increased water supply costs,
its operating results may be adversely affected.

SCVWD receives an allotment of water from state and federal water projects. If San Jose Water Company has
difficulties obtaining a high quality water supply from SCVWD due to availability, environmental, legal or other
restrictions (see also Part I, Item 1, “Water Supply”), it may not be able to fully satisfy customer demand in its service
area and its operating results and business may be adversely affected. Additionally, the availability of water from San
Jose Water Company's Santa Cruz Mountains watershed depends on the weather and fluctuates with each season. In a
normal year, surface water supply provides 6% to 8% of the total water supply of the system. In a season with little
rainfall, water supply from surface water sources may be low, thereby causing San Jose Water Company to increase
the amount of water purchased from outside sources at a higher cost than surface water, thus increasing water
production expenses. In 2014, the record drought in our California service area continued. If this drought condition
continues throughout 2015, we may be required to rely more heavily on purchased water than surface water, which
would increase our costs and adversely affect our results of operations.

In addition, San Jose Water Company's ability to use surface water is subject to regulations regarding water quality
and volume limitations. If new regulations are imposed or existing regulations are changed or given new
interpretations, the availability of surface water may be materially reduced. A reduction in surface water could result
in the need to procure more costly water from other sources, thereby increasing overall water production expenses and
adversely affecting the operating results of San Jose Water Company.

Because the extraction of water from the groundwater basin and the operation of the water distribution system require
a significant amount of energy, increases in energy prices could increase operating expenses of San Jose Water
Company. The cost of energy is beyond our control and can change unpredictably and substantially as occurred in
2001 when California attempted to deregulate the energy market. Therefore, San Jose Water Company cannot be
certain that it will be able to contain energy costs into the future.

San Jose Water Company continues to utilize Pacific Gas & Electric's time of use rate schedules to minimize its
overall energy costs primarily for groundwater pumping. Optimization and energy management efficiency is achieved
through the implementation of Supervisory Control and Data Acquisition system software applications that control
pumps based on demand and cost of energy. An increase in demand or a reduction in the availability of surface water
or import water could result in the need to pump more water during peak hours which may adversely affect the
operating results of San Jose Water Company.

San Jose Water Company has been granted certain balancing accounts by the CPUC to track various water supply
expenses and revenues. There is no assurance that the CPUC will allow recovery or refund of these balances when
submitted by San Jose Water Company.
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CLWSC's primary water supply is 6,900 acre-feet of water which is pumped from Canyon Lake at two lake intakes
and other sources, in accordance with the terms of its contracts with the GBRA, which are long-term take-or-pay
contracts. This supply is supplemented by groundwater pumped from wells. While the contract provides a committed
long-term water supply for future demand, CLWSC customers currently do not use the volume of water allowed under
the contracts which increases the cost of water for existing customers, and there is no assurance that future demands
up to the committed supply volume will occur. Texas faces operating challenges and long-term water supply
constraints similar to California as described above. (See also Part I, Item 1, “Water Supply”).
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Fluctuations in customer demand for water due to seasonality, restrictions of use, weather, and lifestyle can adversely
affect operating results.

Water Utility Services' operations are seasonal, thus quarterly fluctuation in results of operations may be significant.
Rainfall and other weather conditions also affect the operations of Water Utility Services. Most water consumption
occurs during the third quarter of each year when weather tends to be warm and dry. In periods of drought, if
customers are encouraged or required to conserve water due to a shortage of water supply or restriction of use,
revenue tends to be lower. Similarly, in unusually wet periods, water supply tends to be higher and customer demand
tends to be lower, again resulting in lower revenues. Furthermore, certain lifestyle choices made by customers can
affect demand for water. For example, a significant portion of residential water use is for outside irrigation of lawns
and landscaping. If there is a decreased desire by customers to maintain landscaping for their homes, residential water
demand could decrease, which may result in lower revenues.

Conservation efforts and construction codes, which require the use of low-flow plumbing fixtures, could diminish
water consumption and result in reduced revenue. In addition, in time of drought, water conservation is a regulatory
goal and may become a political mandate. For example, on January 17, 2014, Governor Edmund G. Brown Jr.
proclaimed a State of Emergency for the State of California in response to the driest year (2013) in recorded state
history. In February 2014, in response to the proclamation, the SCVWD set a target of a 20% reduction in water use
for 2014 and recommended that its retail water and municipal customers implement mandatory measures to meet the
target. The implementation of such mandatory conservation measures has resulted in lower water usage by our
customers which has adversely affected our results of operation. If the current conservation measures continue, we
may experience further reduction in customer water usage. Furthermore, while the CPUC approved memorandum
accounts that would allow us to capture the reduction in customer water usage revenue impact and certain costs related
to conservation measures, such memorandum accounts are subject to a review and approval process by the CPUC,
which can be lengthy, and there is no assurance that we will be able to recover the cost incurred as a result of water
conservation programs. (See also Part I, Item 1, “Water Supply”).

A contamination event or other decline in source water quality could affect the water supply of Water Utility Services
and therefore adversely affect our business and operating results.

Water Utility Services is required under environmental regulations to comply with water quality requirements.
Through water quality compliance programs, Water Utility Services continually monitors for contamination and
pollution of its sources of water. In addition, a watershed management program provides a proactive approach to
minimize potential contamination activities. There can be no assurance that Water Utility Services will continue to
comply with all applicable water quality requirements. In the event a contamination is detected, Water Utility Services
must either commence treatment to remove the contaminant or procure water from an alternative source. Either of
these results may be costly, may increase future capital expenditures and there can be no assurance that the regulators
would approve a rate increase to enable us to recover the costs arising from these remedies. In addition, we could be
held liable for consequences arising from hazardous substances in our water supplies or other environmental damages.
Our insurance policies may not cover or may not be sufficient to cover the costs of these claims.

Water Utility Services is subject to litigation risks concerning water quality and contamination.

Although Water Utility Services has not been and is not a party to any environmental and product-related lawsuits,
such lawsuits against other water utilities have increased in frequency in recent years. If Water Utility Services is
subject to an environmental or product-related lawsuit, they might incur significant legal costs and it is uncertain
whether it would be able to recover the legal costs from ratepayers or other third parties. Although Water Utility
Services has liability insurance coverage for bodily injury and property damage, pollution liability is excluded from
this coverage and our excess liability coverage. A pollution liability policy is in place, but is subject to exclusions and
limitations. Costs for defense are included within the limit of insurance on the pollution liability policy.

New or more stringent environmental regulations could increase Water 