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Please each state your name and occupation.
My name is Matt Muldoon. | am the Economic Analysis Program Manager
within the Energy Rates, Finance and Audit (E-RFA) Division of the Public

Utility Commission of Oregon (Commission or OPUC).

. My name is Moya Enright. | am a senior financial analyst in the OPUC E-RFA

Economic Analysis Program.

What is your common business address?

201 High Street SE, Suite 100, Salem, OR 97301.

Please describe your educational background and work experience.
Our educational background and work experience are set forth in our
respective Witness Qualification Statements, provided as Exhibits Staff/1301
and Staff/1302.

What is the purpose of this testimony?

We are responsible for the analysis of three Cost of Capital (CoC) issues in
Northwest Natural Gas Company (NW Natural, NWN or Company)

Docket No. UG 388:

1. Capital Structure;

2. Cost of Common Equity, also known as Return on Equity (ROE); and
3. Cost of Long-Term (LT) Debt.

What is your summary recommendation?
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Staff concurs with All Parties? in the partial settlement as shown herein in

recommending a balanced capital structure of 50.0 percent equity and 50.0

percent LT Debt, a point ROE of 9.40 percent, and a 4.529 percent cost of LT

Debt. Parties differed on best range of reasonable ROEs, but they converge

to recommend said point ROE. When Staff discusses a range of reasonable

ROEs hereafter, it only illustrates how Staff’'s modeling supports the Parties’

compromise agreement.

Did you prepare tables showing NW Natural’s current, NW Natural’s-

earlier proposed and the Staff calculated CoC?

Yes, the following three tables provide that information.

Table 1
NWN Current OPUC Authorized NWN
(UG 344, Order No. 18-419)
Component Percent of Stipulated or |Weighted
P Total Implied Cost |Average
Long Term Debt 50% 5.233% 2.617%
Preferred Stock 0% - -
Common Stock 50% 9.40% 4.700%
100% 7.317%
Table 2
NWN Requested — UG 388 NWN Direct Testimony
Percent of Weighted |RORvs.
Component Total Cost Average Current
Long Term Debt 50.00% 5.233% 2.617%
Preferred Stock 0.00% 0.000% 0.300%
Common Stock 50.00% 10.00% 5.000% ’ °
100.00% 7.62%

1

Parties to the Partial Stipulation are NW Natural, Staff, the Oregon Citizens’ Utility Board (CUB),

and the Alliance of Western Energy Consumers (AWEC), collectively (Parties).
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Table 3
Staff Proposed — UG 388 Testimony in Support of Settlement

Percent of Weighted |RORVvs.

Component Total Cost Average | Current
Long Term Debt 50.0% 4.529% 2.265%

Preferred Stock 0.00% 0.000% .0.352%
Common Stock 50.0% 9.40% 4.700%
100.00% 6.965%

Have you issued data requests (DRs) in this rate case?

Yes. Our CoC analysis is informed by Company responses to 77 multipart
DRs.

How is your testimony organized?

Our testimony is organized as follows:

Issue 1 — Capital StrUCLUIE........cooie i 4
Issue 2 — Cost of Common Equity (ROE) ......cooooiiiiiiiiii, 5
ISSue 3 — COSt Of LT DDt ....vvviiiieieeeieeeeee e 24
(@] 1] 11011 o S USPPPPPPRPIN 31

Did you prepare exhibits in support of your opening testimony?

Yes. Staff prepared the following exhibits:

Staff/1303 ..o, CONFIDENTIAL Capital Structure
Staff/1304 ..o, Value Line (VL) Review of Gas Utilities
Staff/1305 .............. CONFIDENTIAL Cost of LT Debt Table & Maturity Profile
Staff/1306 .....ovvvieeeieeeie e, News that Investors Were Seeing

Does Staff support the Stipulated Terms on CoC?

Yes. The Stipulated Terms reflect Staff’s analysis, other than rounding.
Therefore, Staff recommends that the Commission adopt the Stipulated
Terms on CoC. Staff also note the Company is filing within 13 months of a

prior general rate case going into effect. While NW Natural did not invoke any
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precedent in its filing and hoped to increase the Company’s overall ROR by
30 basis points (bps) as shown in Table 2, this close proximity between rate
cases is still seen by Staff as a material element for the Commission’s
consideration. As noted, in Table 3, the stipulated overall ROR of

6.965 percent is 65 basis points less — materially lower than — the Company
sought in filing this general rate case. Yet all parties agree that the stipulation

is fair and contributes to just and reasonable rates.

ISSUE 1 — CAPITAL STRUCTURE

Q. What is the basis for your recommendation for a capital structure of
50.0 percent Common Equity and 50.0 percent LT Debt?

A. NW Natural requested a continued authorized capital structure of 50 percent
equity and 50 percent long-term debt.? Staff has examined actual and
projected information provided by NW Natural in Exhibit Staff/1303 in
response to Staff DRs 38 and 286, in addition to Staff analysis and review of
NW Natural’s Annual 10-k SEC filing. Staff finds that the stipulated 50
percent common equity capital structure reflects the Company’s actual capital
structure and is consistent with a Commission-preferred balanced capital
structure.®

Q. How has the Commission viewed capital structure?

2 See NW Natural/200 Wilson/8 regarding requested capital structure.

3 See as an example Commission discussion of equity structure in the floatation of PGE Stock
after the Enron Bankruptcy.
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A. The Commission has generally accepted that a capital structure with
50 percent common equity and 50 percent LT Debt balances the lower cost of
borrowing against the credit enhancement represented by equity.
Given that the actual and projected values for capital structure are
consistent with Commission precedent, Staff recommends that the

Commission find a 50 percent common equity capital structure reasonable.

ISSUE 2 — COST OF COMMON EQUITY (ROE)

Q. What point ROE within what range of reasonable ROEs does Staff
recommend?

A. Staff recommends, as do the other Parties, a point ROE of 9.40 percent at the
top of a range of reasonable ROEs of 8.80 to 9.35 percent. Although the
ROE of 9.40 represents the upper limit rounded up, considering other factors
contributing to ROR, Staff finds this settlement to be reasonable.

Q. What are the national trends in ROEs authorized in the contiguous
U.S. last year?

A. Based on data gathered by Regulatory Research Associates, a group within
S&P Global Market Intelligence, the average ROE authorized gas utilities was
9.71% in rate cases decided in 2019, versus 9.59% in 2018. There were 32

gas ROE determinations in 2019, versus 40 in 2018.4

4 See Staff/1306 Muldoon-Enright/9 for “A Deep Dive into US Gas ROE Authorizations in 2019”

by Lisa Fontanella — Regulatory Research Associates (RRA), An Affiliate of S&P Global Market
Intelligence — Feb. 18, 2020
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year-over-year, Staff recommend that the Commission allow no
increase in ROE for NWN?

Staff does not find that the authorizations in the past year could have
reasonably anticipated the market downturn we are currently experiencing. It
is reasonable therefore to recommend caution before presuming that trends
in advance of new information would continue into this year or be appropriate
for the time rates would be in effect following this general rate case.

Does your recommended ROE meet appropriate standards?

Yes. The 9.40 percent ROE Staff recommends is more appropriately
reflective of forward looking conditions and meets the Hope and Bluefield
standards, as well as the requirements of Oregon Revised Statute

(ORS) 756.040.°> Staff recommendations are consistent with establishing “fair
and reasonable rates” that are both “commensurate with the return on
investments in other enterprises having corresponding risks” and “sufficient to
ensure confidence in the financial integrity of the utility, allowing the utility to
maintain its credit and attract capital.”®

Do Staff and the Company agree in this regard?

Yes. Staff and the Company apply the same legal standards. While the

Company and Staff may disagree on what range of ROEs is reasonable, all

See Federal Power Commission v. Hope Natural Gas Co., 320 U.S. 591 (1944) and Bluefield
Water Works & Improvement Co. v. Public Service Commission of West Virginia, 262 U.S. 679
(1923).

See ORS 756.040(1)(a) and (b).
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Parties agree that the 9.40 percent point ROE is appropriate. Staff finds this
ROE commensurate with that of other peer utilities and other investment
opportunities with risk exposure similar to NW Natural. Staff’s position is
predicated upon what was known and knowable at time of settlement. It is
important to recall that CNBC recorded the S&P highest market valuation in
18 years on February 21, 2020.7

Q. What is the primary contributing modeling that supports Staff’s
recommended 9.40 percent point ROE?

A. Staff’s two different three-stage discounted cash flow (DCF) models are the
primary foundation for Staff's recommended point ROE.

Q. Did you perform indicator modeling as a general check on this
recommendation?

A. No. Had Staff and Parties not settled, Staff would have used Single-Stage
DCF Modeling, Capital Asset Pricing Modeling (CAPM), and Risk Premium
Modeling (RPM) analysis as general indicators to further test the proposed
9.40 percent ROE. To keep this testimony in support fairly concise and to
minimize the burden of distributing testimony, Staff testimony in support will
primarily show how Staff’s two primary comprehensive models support the
Parties recommended 9.40 percent point ROE for NW Natural, without

exhaustive examples of usual and customary Staff modeling components.

7 See CNBC https://www.cnbc.com/2020/02/21/the-sp-500-just-passed-its-highest-valuation-
level-in-almost-18-years.html.



https://www.cnbc.com/2020/02/21/the-sp-500-just-passed-its-highest-valuation-level-in-almost-18-years.html
https://www.cnbc.com/2020/02/21/the-sp-500-just-passed-its-highest-valuation-level-in-almost-18-years.html
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PEER SCREEN

Q. How did you select comparable companies (peers) to estimate NW
Natural’s ROE?

A. Staff used companies that met the following criteria as peer utilities to the
regulated gas utility activities of NW Natural:

1. Covered by Value Line (VL) as a gas utility;
2. Forecasted by VL to have positive dividend growth;

w

LT Issuer Credit Rating equal to or better than BBB- from S&P, or
Baa3 from Moody’s;

No decline in annual dividend in last four years based on VL;

Has heavily regulated natural gas LDC revenue;

Has LT Debt under 56 percent in VL Capital Structure; and

N o g &

Has no recent merger and acquisition activity.

Q. NW Natural looked at water investor owned utilities (I0U) followed by
Value Line in addition to natural gas utilities. Did Staff also look at
water utilities?

A. Yes, Staff looked at water IOUs as a sensitivity. Staff’s testimony in support

will not go into substantive detail about sensitivities in Staff’'s modeling.
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Table 4
1 2 3 4 5 6
Sensitivities: VL H20 Utilities passing Staff Peer Screen
Water Utilities VL H20 Utilities passing Company Screen
NWN UG 388
Gas Group
Abbreviated UG 388 UG 388 VL Corporate Name

# Utility Company Staff Water Utility Ticker
1 | American States Yes No American States Water Company AWR
2 | American Water Yes No American Water Works Company, Inc. AWK
3 | Aqua America No No Aqua America, Inc. WTR
4 [ CA Water Yes Yes California Water Service Group CWT
5| CT Water No No Connecticut Water Service, Inc. CTWS
6 | Consolidated H,O No No Consolidated Water Co. Ltd CWCO
7 | Middlesex Water Yes Yes Middlesex Water Company MSEX
8 | SJW Group No No SJW Group SJW
9 | York Water Yes Yes York Water Company, The YORW

The key thinking is that given high recent water IOU valuations, gas

utilities and Staff will likely continue to look at the water utilities as a sensitivity

worthy of tracking to compare with gas utility ROE modeling results. The

differences shown in Table 4 between Staff and Company recommended

water utility peers to NWN are not material at this time. More, this is a flag

that the Commission will be seeing more modeling of water utilities as

sensitivities going forward in future gas utility rate cases.

Q. What peer groups of gas utilities did Staff and Company ROE

modeling primarily depend on, and were there similarities?
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Table 5
1 2 3 4 5 6
Screen: 1 VL Gas Utilities passing Staff Peer Screen 80% Mid Cap
Natural Gas Sensitivities: 2 VL Gas Utilities passing Company Screen
NWN UG 388
Gas Group
Abbreviated UG 388 UG 388 VL Corporate Name

# Utility Company Staff Gas Utility Ticker

1 | Atmos Yes Yes Atmos Energy Corporation ATO

2 | Chesapeake Yes No Chesapeake Utilities Corporation CPK

3 | New Jersey Yes No New Jersey Resources Corporation NJR

4 | NiSource Yes Yes NiSource Inc. NI

5 [ Northwest Natural Yes No Northwest Natural Gas Company NWN

6 [ ONE Gas Yes Yes ONE Gas, Inc. OGS

7 | South Jersey Yes No South Jersey Industries, Inc. SJl

8 | Southwest Gas Yes No Southwest Gas Holdings, Inc. SWX

9 [ Spire Yes Yes Spire, Inc. (Formerly: The Laclede Group, Inc.) SR
No No
11| WGL No No WGL Holdings, Inc. WGL

A. Staff and NW Natural both declined UGI Corporation with its heavy reliance

on propane distribution and WGL Holdings, Inc. However, Staff has a

standard approach to peer utilities and we will cover some key thoughts.

Q. What is the primary goal when evaluating potential peer utilities?

Staff is looking for utilities that most closely resemble the regulated Northwest

Natural Gas Company, not that are most like Northwest Natural Holding

Company. That means Staff seeks potential peer utilities that are very highly

regulated.

Q. Why doesn’t Staff also look at diversified utilities as potential peers

for NW Natural Gas?

A. Diversified utilities with exposure to oil and natural gas exploration and other

potentially profitable, but riskier business lines can boost returns, but there is

much more volatility or variability in cash flows year to year than pure-play

local gas distribution companies (LDC). In modeling, Staff seeks clarity and
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Staff/1300

to be informed. Clarity is best in least complicated focused utilities rather
than in complex conglomerates.

How does Staff determine to what extent a gas utility is regulated?
Staff looks at the proportion of total operating revenues that come from
regulated utility operations, as shown in the Company’s last annual report
SEC Form 10-K.

Why doesn’t Staff look at the portion of assets that are associated
with regulated utility business?

Utilities are asset intensive. In contrast, many other businesses are what
Enron called “asset light”. As an example, consider a holding company that
has three divisions: florists, heating and air conditioning installation, and a
natural gas regulated utility. The florists may require almost no assets to
generate its income. The installation company may also have little
investment in assets compared to the utility.

The installation company may have variation in annual cash flows more
reflective of the general economy than the regulated gas utility. In a downturn
in the economy, fewer customers may upgrade their heating and air
conditioning systems. Looking at assets can mask riskier business lines that
require less capital spending to operate the business.

Did Staff’s peer group for three-stage DCF modeling reasonably

address peer utility capitalization size?
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A. Yes. Most of Staff’'s peer group is the small to mid-cap market capitalization
size like NW Natural. Staff therefore makes no adjustments for capitalization
size in its three-stage DCF modeling.

Q. Is there a pattern to Staff’s approach?

Yes. The closer the peer group is to NW Natural’s actual regulated gas utility
experience, the less outboard adjustment is required to generate modeling
that is reasonably predictive for NW Natural.

What are the results of your multistage DCF models?

See Table 6 below for the results from Staff’s three stage DCF modeling.

Table 6
y .
Results of Staff’s 3-Stage DCF Modeling

Common Stock Flotation Costs Adjustment Shifts Range of Reasonable ROE's Upward by : 12.5

Range of Modeled Results 8.25% to 9.35% ROE

Midpoint 8.80%
Best Fit Range of Reasonable ROEs 8.80% to 9.35% ROE
(Best fit is Staff's Hamada adjusted screened gas utilities that have most similar characteristics to AVA regulated gas operations in Oregon)
Midpoint 9.1% ROE

Staff Point ROE Recommendation:
Top 9.4% ROE

GROWTH RATES

Q. What long-term growth rates did you use in Staff’s two three-stage
DCF models??8
A. Staff used three different long-term growth rates, with different methods

employed in developing each.

8  Methods used here related to GDP-based growth rates are similar, if not identical to methods
Staff has used in past proceedings. See, as an example, Staff's discussion of these methods
and, to a limited extent, their conceptual underpinnings in Docket No. UE 233, Exhibit Staff/800,
Storm/46 — 52.

bps
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The first method uses the U.S. Congressional Budget Office’s (CBO)
4.0 percent nominal 20-year GDP growth rate estimate.

Staff's second Composite Growth Rate applies a 50 percent weight to
the average annual growth rate resulting from estimates of long-term GDP by
the U.S. Energy Information Administration (EIA), the U.S. Social Security
Administration, PricewaterhouseCoopers estimate for long-run (10- to
30-years from now), and the CBO, with each receiving one-quarter of that
50 percent weight.® The remaining 50 percent is the average annual
historical real GDP growth rate, established using regression analysis, for the
period 1980 through 2017 to which we apply the TIPS inflation forecast
discussed above.

Staff’s third “Near Historical” Stage 3 annual growth rate, is an equal
weighted average of the earlier described U.S. Bureau of Economic Analysis
(BEA) derived projection which presumes the future will look much like the

past. Table 7 below captures LT GDP growth rates Staff used.

Q. Did your analysis reflect a synthetic forward curve?
Yes, Staff utilized synthetic forward curve using UST Treasury Inflation

Protected Securities (TIPS) break-even points. This reflects implied market-

9 The EIA is the Energy Information Administration within the U.S. Department of Energy (DOE),
OMB is the Office of Management and Budget, and CBO is the Congressional Budget Office.
EIA and OMB’s estimates are of nominal GDP. We applied to CBO’s estimate of real GDP as
an inflation rate for the relevant timeframe developed using the Treasury Inflation-Protected
Securities method described by Staff in testimony in multiple recent general rate case
proceedings.
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©

>

based inflationary expectations. Staff's recommendations are consistent with
market activity indicating investor expectations of future inflation.

Staff assumes for purposes of its three-stage DCF modeling that LDC
utility growth is bounded by the growth of the U.S. economy, and more
specifically impacted by challenges regarding U.S. population and productivity
in the long-run (20-year) modeling period.

Assume one presumed that future U.S. GDP growth would look like
the past 30 years. Would a ROE based on that assumption still fall
within Staff’s recommended range?

Yes, Staff extracted and ran regression on data from the U.S. Bureau of
Economic Analysis (BEA) to generate the annual real historical GDP growth
rate. Staff recommended range of ROEs includes values that presume GDP
growth over the next 30 years would look like that of the past 30 years

informed by other federal projections.

Table 7
Growth Rates Staff Relied Upon

Stage 3 — Long-Term Annual Dividend and EPS Growth Rates

Real TIPS 20-vr . Weighted
Component Inflation Nominal Weight
Rate Rate
Forecast Rate

Energy Information Administration 2.00% 1.99% 4.03% 12.50% 0.50%
PricewaterhouseCooper 1.80% 1.99% 3.83% 12.50% 0.48%
Social Security Administration 2.20% 1.99% 4.23% 12.50% 0.53%
Congressional Budget Office 4.00% 12.50% 0.50%
BEA Nominal Historical 2.76% 1.99% 4.80% 50.0% 2.40%
Composite 100% 4.41%
Congressional Budget Office o o o
Long-Term 20-Year Budget Outlook 4.00% 100.0% 4.00%
BEA Nominal Historical 2.76% 1.99% 4.80% 100.0% 4.80%
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How do your methods employed in this case differ from those utilized
by Staff in recent general rate cases?

Staff's methods and modeling parallel those employed by Staff in recent
general rate cases, with the exception that we spent more time in this case
working with water utilities as a sensitivity addition to the primary analysis.
Describe the two three-stage DCF models on which you primarily rely.
Staff’s first model is a conventional three-stage discounted dividend model,
which Staff denotes as a “30-year Three-stage Discounted Dividend Model
with Terminal Valuation based on Growing Perpetuity” (referred to as

“Model X”). This model captures the thinking of a money manager at a
pension fund or insurance company, or other institutional investor, who
expects to keep the Company’s stock indefinitely and use the dividend cash
flow to meet future obligations.

Staff’'s second model is the “30-year Three-stage Discounted Dividend
Model with Terminal Valuation Based on P/E Ratio” (referred to as
“Model Y”). This model best fits the investor who has a goal they are working
towards. In addition to the income stream from dividends, this investor
intends to sell the stock as the goal is reached.

Both models require, for each proxy company analyzed by Staff, a
“current” market price per share of common stock, estimates of dividends per
share to be received over the next five years calculated from information
provided by Value Line, and a long-term growth rate applicable to dividends

10- to 30-years out. On this last point, Staff always recommends the
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Commission always be patrticularly vigilant for any substitution of a short-term
growth rate for a long-term 20- to 30-year growth rate. Some growth rates
labeled “long” may be supported by information looking at the next ten years
or less into the future.

For a smooth transition, Staff steps the rate of dividend growth between
the near-term (the next five years) and that of long-run expectations.

Q. How does Model X calculate the terminal value of dividends as a
perpetual cash flow into the future?

A. Model X includes a terminal value calculation, in which Staff assumes
dividends per share grow indefinitely at the rate of growth in Stage 3
(“growing perpetuity”). In contrast, Model Y terminates in a sale of stock
where the price is determined by our escalated price/earnings (P/E) ratio.

Q. Why is thirty years the primary horizon for financial decision-making?
Investors focus on the 30-year U.S. Treasury (UST) Bond against alternate
investment opportunities. Thirty years is a generally accepted period for
economists to ascribe to one generation. Itis a common length of time for
mortgages of plants, equipment, and homes. Many institutional holders of
utility securities match the cash flows from utility dividends to future
obligations, such as the payout of life insurance, preparing to meet future
pension and post-retirement obligations, and interest service for borrowing.
Individuals plan for the education of their children, ownership of their home,

and provision for their retirement on this same multi-decade timeframe.
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Staff uses five years for Stage One as that is the timeframe for which
Value Line estimates of future dividends are available. This is as far as Value
Line projects near-future trends. We use five years for Stage Two as a
reasonable length of time for individual companies’ dividend growth rates that
are materially different from the growth rate used in Stage Three (and
common to all companies) to converge to a LT dividend growth rate more
representative of all gas utilities.

How do you address dividend timing?

Each model uses two sets of calculations that differ in the assumed timing of
dividend receipt. One set of calculations is based on the standard
assumption that the investor receives dividends at the end of each period.

The second set of calculations assumes the investor receives dividends
at the beginning of each period. Each model averages the unadjusted ROE
values to generate an Internal Rate of Return (IRR) produced with each set
of calculations for each peer utility. This approach accounts for the time value
of money, closely replicating actual quarterly receipt of dividends by investors.
What accounts for differences in peer capital structures?

Each model employs the Hamada equation'® to calculate an adjustment for
differences in capital structure between each peer utility and Staff-proposed

capital structure for the Company. When few peer utilities are available, the

10

Dr. Robert Hamada’s Equation as used in Staff/1304 separates the financial risk of a levered
firm, represented by its mix of common stock, preferred stock, and debt, from its fundamental
business risk. Staff corrects its ROE modeling for divergent amounts of debt, also referred to as
leverage, between the Company and its peers.
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Hamada equation ensures Staff’'s analysis addresses differences in peer
utility capital structures.

What price do you use for each peer utility’s stock?

Staff used the average of closing prices for each utility from the first trading
day in January, February, and March 2020, to represent a reasonable
snapshot of utility stock prices.

To recap, do you capture both the perspective of a buy and hold
investor and an investor who plans to sell in the future?

Yes. The stipulated 9.40 percent point ROE is consistent with findings
modeling the perspectives of both types of investors through Staff’s two
different three-stage DCF models.

Does this approach capture a reasonable set of investor expectations
similar to Staff’s analysis in other recent general rate cases?

Yes, Staff modeling captures the expectations of investors who think that: A)
the non-partisan CBO is reliable, B) blended federal agency expert analysis
also informs the historical track record, and C) one should be optimistic about
the economy’s long-run growth, provided there are still enough non-retired
adult Americans to make it happen 20 years from now.

Is it appropriate to use estimates of long-term GDP growth rates to
estimate future dividends for gas utilities?

Yes. In many of the Company’s prior rate cases, Staff has shared plots of

U.S. gas demand growth since 1950 on a three-year moving average. This
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downward trending consumption curve allows GDP growth to be a
conservative proxy for both gas sales and dividend growth rates.

Q. Canrelying on along-term GDP growth rate overstate required ROE?
Yes. Itis possible that Staff modeling anticipates greater growth than may be
realized and so overstates required ROE to attract investors. Our highest
growth rate presumes return to near historical U.S. GDP growth rates.

Q. Isitimportant to distinguish between long-run 20- to 30-year rates
and rates over the next five years?

A. Yes. Over-extrapolating a snapshot of short-term data undermines
confidence in modeling results. For example, Value Line, Blue Chip, and a
variety of other financial resources focus most on the next five years. The
next five years may be affected by recent events. Over the long run, people

and productivity are the key drivers of economic growth.

Q. In Staff’s two different three-stage DCF models, Staff is looking for
growth rates for a period between 10 and 30 years in the future, or an
average of 20-years out. Why can’t Staff just use a 5- or 10-year
projection?

A. Staff could, but there is better information available. If a primary concern is
whether enough Americans are both working and highly productive 20 years
from now to support a robustly growing economy, 10-year data is not yet
impacted by retirement of persons born in 1960 or persons not immigrating
and not being born to U.S. families now. A better solution is to use data that

is projected with those difficulties in mind.
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HAMADA EQUATION

Q. Your application of the Hamada Equation to un-lever peer utility
capital structures and to re-lever at NW Natural’s target capital
structure increases required ROE. Why is this adjustment
reasonable?

A. Staff employs the Hamada Equation as a check on the reasonableness of its
modeling results. This allows Staff to better compare companies with
different capital structures driven by differing amounts of outstanding debt.
As earlier discussed, our screening criteria already identify peers that have a
very close capital structure to the Company. Use of the Hamada adjusted
results helps ensure that Staff has captured all material risk in our analysis
because it captures additional risk associated with varying capital structure.

Within the confines of Staff’s testimony, one can see the steps to un-
lever and re-lever a peer company’s capital structure as the equivalent of
removing debt of peer companies with varying capital structures, and then
adding enough debt back to equal the Company’s balanced target capital
structure in this general rate case.

Q. Did you use robust and proven analytical methodologies?

Yes. Staff’'s methods are robust, proven, and parallel Staff’'s work over the
last decade.

Q. Describe how you performed your analysis.
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A. Using the cohort of proxy companies that met our screens, Staff ran each of
Staff’s two three-stage DCF models three times, each time using a different
long-term growth rate.

Q. Was your analysis consistent with a top supportable finding of 9.40
percent point ROE?

A. Yes.

BALANCED APPROACH TO ROE IN A PANDEMIC

Q. Do you believe your results are robust even given the uncertainty
around the impact of COVID-19?

A. While Staff believes there is a downward glide path for ROE in Figure 1
below, that trajectory is not linear and may pause through the uncertainties
surrounding COVID-19 pandemic impacts on the economy. So, while there
may be some macro indicators variously pointing upward or downward, all
parties agree that the stipulated ROE is reasonable in the near term when

rates will take effect.
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Figure 1
Downward Parallel Glide Paths of Utility ROE and 30-Year US Treasuries!

Average electric and gas authorized ROEs and number of rate cases

s Electric rate cases decided  Gas rate cases decided Electric ROE

14.00 e (Gas ROE = »30-Year U.S. Treasury 140

12.00 70

100
10.00

80
8.00
60

6.00
- 40

Authorized ROE (%) and U.S. Treasury (%)

4.00 20

Data compiled July 16, 2018.
Source: Regulatory Research Associates, an offering of S&P Global Market Intelligence

Q. What trend is Staff seeing?

A. Since 1990, according to Regulatory Research Associates (RRA), Gas and
Electric Utility authorized ROE’s have declined as the 30-year US Treasury
(UST) has also declined. Now the COVID-19 Coronavirus Pandemic has

driven Federal Reserve near tem UST interest rates to near zero, while

spreads over UST for A and B rated utility bonds are elevated but falling.

11 See “Average U.S. Electric, Gas ROE Authorizations in H1'18 Down from
20177 published on August 2, 2018 by Regulatory Research Associates
(RRA), an affiliate of S&P Global Market Intelligence.
https://www.spglobal.com/marketintelligence/en/news-
insights/research/average-u-s-electric-gas-roe-authorizations-in-h1-18-down-
from-2017

Cases decided (#)


https://www.spglobal.com/marketintelligence/en/news-insights/research/average-u-s-electric-gas-roe-authorizations-in-h1-18-down-from-2017
https://www.spglobal.com/marketintelligence/en/news-insights/research/average-u-s-electric-gas-roe-authorizations-in-h1-18-down-from-2017
https://www.spglobal.com/marketintelligence/en/news-insights/research/average-u-s-electric-gas-roe-authorizations-in-h1-18-down-from-2017
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Were a “great recession” like that experienced in 2007-2009 to follow, it could
be some time before we see a rising interest rate environment again.
Conversely, utilities have ridden out the market uncertainty better than many
other sectors.

Q. How certain are market projections looking into this summer?

The full economic impact of COVID-19 is unclear at this time, but while ROEs
have generally been trending lower with lower interest rates, recessions have
not generally resulted in large decreases to US Investor Owned Utilities (I0U)
authorized ROEs and what we are observing right now is an increased
premium over treasuries (spread) for debt issuances.

Q. What factor likely has the biggest impact on IOU credit ratings and
liquidity?

A. According to EEI and S&P Global Market Intelligence, investment banks,
market analysts and rating agencies are closely observing utility commission
relationships with utilities. Their determination that Commission jurisdictional
energy utilities operate in a constructive regulatory environment may help
maintain credit ratings and mitigate future financing issues.12 These are
some of the reasons that a balanced approach is reasonable for ROE at this

time.

12 Source: Edison Electric Institute (EEI) “COVID-19 - Market Impacts on the
Energy Sector and its Customers” April 1, 2020.
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SSUE 3—-COSTOF LT DEBT

Briefly summarize Staff’s recommendation for NW Natural’s Cost of LT
Debt.

Staff recommends a Cost of LT Debt of 4.529 percent. This represents the
cost of all outstanding and forecasted debt, as of the 2021 test year. See
Confidential Exhibit Muldoon-Enright/1305 page 1 for a summary table, which
displays the LT Debt instruments included in Staff’s calculation of LT Debt,
along with Staff’s calculation thereof.

How has Staff calculated NW Natural’s Cost of LT Debt?

Staff compiled a comprehensive table of NW Natural’s outstanding and
forecasted LT Debt as of the 2021 test year, using independent data sources
including Bloomberg, SNL, and the Company’s SEC filings.

Staff first identified outstanding debt using Bloomberg, and tracked
individual debt issuances using their unigue CUSIP numbers.*® Staff
exported the details of each issuance, including issuance and maturity dates,
yields, issued and outstanding debt amounts, and credit ratings from the
Bloomberg database. This data was cross-referenced against the Company’s
latest SEC filing, and the records available through SNL. As a final step, the
data included in the table was confirmed by NW Natural through discovery as

being fully accurate.

13

14

A CUSIP number is a nine-character alphanumeric code, which identifies financial securities.
The acronym “CUSIP” is derived from the Committee on Uniform Security Identification
Procedures, a committee of the American Bankers Association.

See Exhibit Staff/1305 page 4 for NW Natural's confidential response to DR 152.
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Staff used this information to compile a fully comprehensive table of NW
Natural's LT Debt, to calculate the yield to maturity of each debt issuance,
and finally, to calculate the Company’s carrying cost of long-term debt.

Q. NW Natural provided a table of LT Debt in its initial filing. Why not use
that?

A. Staff's approach of independently compiling a table of LT Debt is beneficial
because it ensures that a clear and impartial record is created. Publicly
available information can provide valuable insight and aid with the verification
process. For example, the Company's SEC filing includes standardized
information, in contrast to a General Rate Case for which no such
standardized model exists, and some information may be missed.

Staff's thorough research ensures that when the Cost of LT Debt is
calculated, it fully encapsulates the Company's debt issuances, permitting
Staff and the Commission to place their full confidence in the integrity of the
data therein.

Q. Is this table updated to reflect the anticipated composition of NW
Natural’s LT debt in the 2021 test year?

A. Yes. Staff has made specific adjustments to NW Natural’s current LT Debt
holdings to reflect the Company's anticipated debt structure come 2021.
These changes include:

¢ Planned debt issuances [BEGIN CONFIDENTIAL] JIIEGEE (=D

CONFIDENTIAL] have been incorporated.
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The current portion of LT Debt has been excluded.®

Q. How has Staff forecasted interest rates for forecasted debt issuances?

A.

Staff has forecasted the usual synthetic forward interest rate for NW Natural's
forecasted debt issuances. This is shown in Exhibit 1305, page 2.

Staff began this process by surveying forward US Treasury (UST)
interest rates'® over a five-week period, and calculating the average
forecasted rate during that period. By taking this approach, Staff ensured that
volatility within the month did not bias the forecast, as might have happened if
the forecasted rate as observed on a single day was used.

The second step of this process involved calculating the spread between
A-Rated Utility bonds and US Treasuries. The “spread” is the difference in
borrowing costs for A-Rated utilities compared with less risky US Treasuries.
In financial modeling and market or debt securities issuance projections, the
UST rates are often called risk free rates. A variable with a subscript RF
usually refers to a UST bond or note of applicable tenure.

Finally, Staff applied the spread over UST to the forecasted UST interest
rate for like maturity, resulting in the forecasted interest rate for NWW Natural's
debt issuances [BEGIN CONFIDENTIAL] NG (END

CONFIDENTIAL].

15 The current portion of LT Debt includes any debt maturing within one year of the test year.

18 Forward US Treasury rates reflect the market's best estimate borrowing costs on a date in the
future. As NW Natural expects to issue debt in {BEGIN CONFIDENTIAL]
I [END CONFIDENTIAL], Staff focused its analysis on forecasted forward interest rates for
these dates.
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Staff favors the approach described above because liquidity in the UST
market is high. The large number of buyers and sellers of these securities
increases the accuracy of the forecast. The addition of the spread adjusts the
forecast to refiect borrowing costs typical of other utilities issuing first
mortgage bonds with comparable credit ratings to NW Natural.

Q. Did you prepare a debt maturity profile for NW Naturai?

Yes. In Exhibit Staff/1305 page 3, Staff has provided a debt maturity profile
for the test year, reflecting Staff's proposed Cost of LT Debt table. This
profile shows that the Company’s forecasted issuances of [BEGIN
coNFIDENTIAL] GG [=ND CONFIDENTIAL] will
avoid maturity concentrations.

Q. Does the table reflect discounts or premiums, debt issuance costs, and
hedging losses and gains?

A. Yes. The table fully encompasses discounts or premiums, debt issuance
costs, and debt insurance costs. Staff has tied each individual cost back to
the associated issuance, and calculated the net proceeds of each debt
issuance. The net proceeds of each debt issuance is used to caiculate the
Yield to Maturity of that issuance, which feeds into Staff's calculation of LT

Debt carrying costs.

[BEGIN cONFIDENTIAL] NG
I

7 See Exhibit Staff/1305 page 4 for NW Natural's confidential response to DR 152,



10
11
12
13
14
15
16
17
18
19
20
21

22

Docket No: UG 388 Staff/1300
Staff Cost of Capital Testimony in Support of Partial Stipulation Muldoon-Enright/28

B (=D CONFIDENTIALL

Q. Please detail Staff’s investigation of the Company’s historic issuance
costs.

A. Staff investigated the costs that have historically been incurred by the
Company when issuing LT Debt. These costs included legal, shelf, rating
agency, accountancy, printing, and underwriting costs.

Through this investigation, Staff determined that the Company's

forecasted issuance cost of [BEGIN CONFIDENTIAL] GG

[END CONFIDENTIAL].

8 See Exhibit Staff/1305 page 6 for NW Natural's confidential response to DR 157.
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Did Staff focus its attention on any specific aspect of LT Debt issuance
costs?

Yes. Staff paid particular attention to the legal and shelf fees incurred by the
Company when issuing LT Debt.

What purpose does Staff’s analysis of debt issuance costs serve?

This analysis is beneficial in two ways:

- It allows Staff to ensure that the debt issuance costs incurred by the
Company are reasonable®®.

- It informs Staff’s forecast of the Company’s pro forma debt issuance costs,
serving as a check on the forecasted costs provided by the Company.

Have any debt instruments relating to the Company’s ownership of Gill
Ranch Storage LLC (GRS) been included in the cost of LT Debt?

No. NW Natural Holding Company arranged to sell its holding in GRS in
2019. During its ownership, $40 million of debt was issued and repaid by
GRS. NW Natural was not a party to this debt issuance, and as such, neither
the Company nor Staff included the cost of GRS debt instruments in the
calculation of the Company’s cost of LT Debt.?° The deadline for completed
of the GRS deal has been extended to allow for remotely coordinated

discussion.?!

19 Ex: NW Natural issuance of $150 million of 3.60 percent 30-year notes on Mar 31, 2020

20 See Exhibit Staff/1305 page 7 for NW Natural’s response to DR 151.

21 NWN filed a Form 8K Current Report with the SEC (accessed by Staff on March 25, 2020) noting
the extension to May 15, 2020, as identified under Item 1.01 “Entry into Material Definitive
Agreement”.
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Q. What is Staff’'s summary recommendation for NW Natural’s Cost of LT
Debt?

A. Staff recommends a Cost of LT Debt of 4.529 percent. This recommendation
is supported by comprehensive analysis by Staff and is therefore a value in

which the Commission can place high confidence.
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CONCLUSION

Q. What is Staff’s recommendation regarding Capital Structure?

Staff recommends a 50.0 percent Equity and 50.0 percent LT Debt Capital

Structure, reflecting best available information at this time.?2

Q. What is Staff’s recommendation regarding ROE?

Staff recommend that the Commission adopt a point ROE of 9.40 percent
consistent with the findings herein, and with the recommendation of Al
Parties, despite authorized gas ROEs trending higher last year. The

stipulated ROE better matches economic conditions looking forward to 2021.

Q. What is Staff’s recommendation regarding LT Debt?

Staff recommends a Cost of LT Debt of 4.529 percent, which is beneficial to
customers and a reasonable compromise between perspectives on forward

markets. Again, All Parties support Staff's work in this regard.

Q. What Rate of Return (ROR) is generated by the above

recommendations?

A. Staff’s calculations generate a 6.965 percent Overall Rate of Return. Though

65 bps lower than the Company sought as it filed its rate case, all Parties

agree that this is a fair and reasonable recommendation to the Commission.

Q. Does that conclude your testimony?

Yes.

22

This capital structure is consistent with Figure 16-1 of Chapter 16, Relationship between Capital
Structure and the Cost of Capital, in the earlier mentioned text, “New Regulatory Finance” by Dr.
Roger A Morin, Ph.D., when a finance practitioner seeks to balance minimization of the Cost of
Capital against credit and liquidity cost and risk.
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NAME: Matthew (Matt) J. Muldoon
EMPLOYER: PUBLIC UTIILTY COMMISSION OF OREGON
TITLE: Senior Economist

Energy — Rates Finance and Audit Division

ADDRESS: 201 High Street SE, Suite 100
Salem, OR 97301

EDUCATION: In 1981, | received a Bachelor of Arts Degree in Political
Science from the University of Chicago. In 2007, | received a
Masters of Business Administration from Portland State
University with a certificate in Finance.

EXPERIENCE: From April of 2008 to the present, | have been employed by
the OPUC. My current responsibilities include financial and
rate analysis with an emphasis on Cost of Capital. | have
worked on Cost of Capital in the following general rate case
dockets: AVA UG 186; UG 201, UG 246, UG 284, UG 288,
UG 325, and UG 366; NWN UG 221, UG 344, and current
UG 388; PAC UE 246, and UE 263; PGE UE 262, UE 283,
UE 294, UE 319, and UE 335; and CNG UG 287, UG 305,
and UG 347.

From 2002 to 2008, | was Executive Director of the
Acceleration Transportation Rate Bureau, Inc. where |
developed new rate structures for surface transportation and
created metrics to insure program success within regulated
processes.

| was the Vice President of Operations for Willamette Traffic
Bureau, Inc. from 1993 to 2002. There | managed tariff rate
compilation and analysis. | also developed new information
systems and did sensitivity analysis for rate modeling.

OTHER: | have prepared, and defended formal testimony in contested
hearings before the OPUC, ICC, STB, WUTC and ODOT. |
have also prepared OPUC Staff testimony in BPA rate cases.

Abbreviations: AVA — Avista Corp., CNG — Cascade Natural Gas Company, IPC — Idaho Power Company,
NWN — Northwest Natural Gas Company, PAC — PacifiCorp, PGE — Portland General Electric Company
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Energy Risk Professional Certification (part-qualified).
Global Association of Risk Professionals.

M.Sc. Political Science, 2015.
University of Amsterdam.
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Dublin City University.

B.A. International Business and Languages, 2008.
Dublin City University through a joint curriculum with
Ecole Supérieure de Commerce de Montpellier.

Senior Utility and Energy Analyst at OPUC since
January 2019.

Energy Trader for Meridian Energy from 2015 to 2019.
Meridian Energy is a power generator and retailer
operating both in New Zealand and Australia.

Trading and Operations Analyst at Tynagh Energy from
2011 to 2013. Tynagh Energy is an independent power
producer operating in the Republic of Ireland.

Senior Electricity Market Controller at EirGrid from 2008
to 2011. EirGrid is the Irish electricity Transmission
System Operator. It operates the Single Electricity
Market for the Republic of Ireland and Northern Ireland.

Accounts Assistant roles from 2004 to 2008, including
Audit Intern at KPMG in Northern Ireland.
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547

Several stocks in Value Line’s Natural Gas Util-
ity Industry have enjoyed a nice run-up in price
since our last review in November, We attribute
those movements partly to company-specific de-
velopments, like brightened earnings prospects, It
appears that occasional volatility across the finan-
cial markets (veflecting such factors as tensions in
the Middle East and fears about the possible im-
pact of the coronavirus) has also boosted the per-
formance of these equities. That's largely because
of their stable, healthy amounts of dividend in-
come, which tend to provide a measure of stability.
Consider, too, that there are some standouts for
price appreciation poteniial in the 18-month pe-
riod. Nonetheless, at the recent elevated quota-
tions, capital gains possibilities out to 2023-2025
are not spectacular.

The Weather

Climate is a factor that affects the demand for natural
gas, especially from small commercial businesses and
consumers. Not surprisingly, earnings for utilities are
vulnerable to seasonal temperature patterns, with con-
sumption normally at its peak during the winter heating
months, Unseasonably warm or cold weather can cause
substantial volatility in quarterly operating resulis, But
some companies strive to counteract this exposure
through temperature-adjusted rate mechanisms, which
are available in a number of states. Therefore, investors
interested in utilities with more-stable profits from one
year to the next are advised to lock for companies that
are able to hedge this risk.

Natural Gas Pricing

Natural gas quotations are nowhere close to the
heights reached in the early 2000s, and the situation
might not change very much for some time. Even though
this scenario does not augur well for companies that
produce this commodity, regulated utility units gener-
ally benefit. That's partially because diminished gas
prices tend to lead to lower prices for customers, which
may bring down bad-debt expense. Moreover, there is an
increased possibility that homeowners will convert from
alternative fuel sources, such as propane or oil, to
natural gas. (At the present time, it's estimated that
more than 50% of all households within the United
States use natural gas.) It should be mentioned, how-
ever, that nonvegulated operations {see below) tend to
underperform when gas pricing is at subdued levels,

Nonregulated Businesses

Some of the companies in our group have devoted
substantial resources to the nonregulated arena, includ-
ing pipelines and energy marketing & trading, and we
see this trend continuing in the future. Indeed, these
units offer opportunities for utilities to diversify their
revenue streams. What's more, the fact that nonregu-
lated segments can provide potential upside to earnings
per share is notable, since the return on equity is
established by the regulatory state commissions (gener-
ally in the 10%-12% range) on the regulated divisions.

INDUSTRY TIMELINESS: 55 (of 95)
Appealing Payouts

The main attraction of utility equities is their dividend
income, which tends to be well covered by profits. (It's
important to state that the Financial Strength ratings
for more than half of the 10 companies in our category
are A, and the lowest is a respectable B+.) At the time of
this industry report, the average yield for the group was
about 2.7%, versus the Value Line median of 2.2%.
QOutstanding selections include South Jersey Industries,
UGI Corp., and Southwest Gas. When the financial
markets face heightened volatility, solid dividend yields
act like an anchor, so to speak.

Earnings Prospects Out To Mid-Decade

We are optimistic, in general, about the sector’s oper-
ating performance over the long term. Natural gas ought
to remain an abundant resource in the United States,
brought about partially by new technologies, so a short-
age does not seem probable anytime soon. Too, there are
limited alternatives for the services the companies in
this category offer. Furthermore, it’s a challenge for new
entrants in the market, given such factors as the size of
existing competitors and the substantial initial capital
outlays that are required. Finally, the country’s popula-
tion ought to remain on a steady, upward course, which
augurs well for future demand for utility services.

Conclusion

No stocks here are ranked favorably for Timeliness.
That comes as no surprise, though, since historical price
movements of this typically defensive sector have tended
to be on the steady side. Nevertheless, these stocks
ought te draw the attention of income-oriented investors
with a conservative tilt, given that those good-yielding
issues boast high marks for Price Stability, and the
majority are ranked 1 (Highest) or 2 (Above Average) for
Safety. And, as mentioned above, there are some geod
choices for price action in the 18-month period. As
always, our subscribers are advised to carefully examine
the following reports before committing funds.

Frederick L. Harris, IIT

Natural Gas Utility
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to Pioneer shareholders. Energas changed [™143 7" T4&| 168 158 161 175 208 | 220 217 232 Bokifiglres are [Avg ANNIPIE Hallo 240
iis name to Almos in 1988, Atmos acquired | 84| 90| 10f| 88! 85| 88 180 | 111] 147| (27] Velelibe | Helative PIE Ratio 1.35
Trans Lovisiana Gas in 1986, Westemn Ken- | 7% | 42% | 1% | 35% | 3% | 20% | 2% | 23% | 22% ) 25% | “"F™ | jvg Ann'l Divid Yield 21%
tucky Gas Utlly in 1967, Greeley Gas in"q7a07 | i3i75 | 34365 | 38863 | 49409 | 4142.1 | 53499 | 27597 | 31155 | 2901 | 3060 3200 | Revenues (Senf) A 5500
1993, United Cilies Gas in 1997, and others. | “ag12 | 1993 | 1922 | 2307 | 2898 | 151 | 501 | 8627 | 4443 | 5114 | 60| 635 |niet Profit (Smill} 870
CAPHAL STRUCTURE as of 12131/19 385% | 364% | 338% | 385% | 302% | %8.3% | 36.4% | 36.6% | 27.0% | 21.4% | 225% | 225% Income Tax Rate 240%
Total Debt $4324.4 mil. Due in S Yrs S465.0 mil. | 423 | 46% | 56% | 59% | 59% | 7.6% | 105% | 139% | 143% | 17.6% | 19.0% | 19.8% |Net Profit Margin 15.6%
T it oot S50, g0 % | Ao3% | 168% | M5% | 5% | 7% | 440% | 943% | 380% | 40.6% | 40.0% |Long-Term Debt Ralo | 400%
coverage 73 SA% | 508% | 54.7% | 512% | 55.7% | 56.5% | 61.3% | 56.0% | 65.7% | 62.0% | 60.0% | 600% |Common Equity Ratio | 60.0%
Leases, Uncapitalized Annwal rentals $21,0 mif. | 3987.9 | 44615 | 43155 | 5008.1 | 55422 | 5650.2 | 56518 | 6065.7 | 72636 | 0278.7 | 11000 | 12000 |Total Capiiat {§mill 16000
Pid Stack None 47931 | 5147.9 § 54756 | 60307 | 6725.9 [ 7430.6 | 82805 | 9250.2 | 1037¢ | 11788 | 73000 74200 |NelPlant (Srmifl 18060
Penslan Assets-8/19 $530.1 milt. ) 69% | 6.1% | 6.1% | 59% | 64% | 66% | 7.2% | 64% | 69% | 61%| 65%| 65% |Reluw on Tolal Cap'l 6.5%
Common Stock 122 266%"1‘%9&'?5773 il 92% | 88% | 8.1% | 6.0% | 04% | 90% | 10.0% | 96% | 93% | 60% | 90% | 0.0% [RelononShr.Equly | 9.0%
5 of 1131/20 e ' 8.2% | §8% | 81% 1 89% | 9d% | 99% | 104% | 98% | 93% | 89% | 0.0%| 8.0% [ReturaonComEquity | 9.0%
MARKET CAP: $14.7 billion (Large Can) 35% | 3% | 28% | 40% | 47% ! 49% | 5.1% | 49% | 48% | 46% | 45%| 4.5% |Refainedto ComEg 45%
7010 1203ia | 62% | 62% | 65% | 66% | 50% | B1% | 50% | 50% | 48% | 48% | 50% | 50% [AWDiv'dstoNet Prof 50%

BUSINESS: Atmos Energy Corporation s engaged primarily in the

clal; 5%, industial; and 2% other. The eompany soid Atmos Energy

Gash Assets wrd Y 1832 isirbuton and salo of aatural gas fo over three milfon customars  Marksling, 1/17. Officers and diealors owm approsimalely 14% of
Curren! Assels 478.9 4580 812.1 | lhough six regulaled nalural gas ulifity operations: Louisiana Divi-  common stock (1249 Proxy). President and Chiet Executive Of-
Accls Payable 217.3 2850  308.1 | sion, West Texas Divisior, Mid-Tex Division, Mississippi Division,  ficer: Kevin Akers. Incorporaled: Texas. Address: Three Lincoln
Babt Due 1150.8 4648 -1t Colorado-Kansas Division, and KentuckyMid-States Divislon. Gas  Centre, Suite 1800, 5430 LBJ Freoway, Dallas, Taxas 75240, Tele-
Other 547.0 4735  537.0 1 cales breakdown for liscal 2019; 68%, residential; 27%, commer-  phona: $72-034-9227. Intarnat: wwav.atmosenzrgy.com,

Gurrent Liab. 19153 12084 8453 ‘ - -

Fix. Chg. Cov. 926% 9000% o05% | Atmos Emnergy began fiscal 2020 in the safety and reliability of the company’s
ANNUAL RATES Past past Estd’17019| decent shape, (The year ends on Septem- natural gas distribution and transmission
olchange (persh)  10¥rs.  5Wis.  to23'35 | ber 30th.) Indeed, first-quarter share net systems. Supported its strong finances, we
Revenues 90% -98%  65% | of $1.47 was 6.5% higher than the fiscal think this geal is quite achievable.

Eca?r?itn: Fé“""’ 2{5’4: gg,;? ?gg,‘g 2019 figure of $1.38. One contributor was Prospecis out to mid-decade are solid,
Divideﬁds 40% 5% 7% | the natural gas distribution unit, which in our view., Atmos ranks as one of the
Bock Value 65%  85% 75% | benefited from higher rates, mainly in the nation’s biggest natural gas-only dis-

Fiscal | QUARTERLY REVENUES(smijs | Ful | Mississippi, Mid-Tex, Louisiana, and West tributors, with over three million custom-

g’gg; Dec.3 Mar3l Jund0 Sepd F{.gg?’ Texas divisions. Customer growth, largely ers across several states, including Texas,

2017 7602 9882 G065 4p4g o767 | in the Mid-Tex operation, also helped. Louisiana, and Mississippi. Furthermare,

2018 |860.2 12104 5622 4447 |31155 | Elsewhere, the performance of the pipeline we think the pipeline and storage unit has

2019 8778 10946 4857 4437 [2901.8 | and storage division enjoyed an increase in  healthy overall growth possibilities, given

2020 (8756 1150 5744 460 (3060 | revenue from a Gas Reliability Infrastruc- that it operates in one of the most-active

2021 (900 1205 615 480 (3200 | ture Program filing approved in fiscal drilling regions in the world. In the compa-

Flscal | EARNINGS PER SHAREABE Full | 2019, Assuming a continuation of general- ny's current configuration, annual bottom-

peat |Decat Mardl Jun3 Sepdo| BES¥| ly favorable trends, full-year profits stand line increases may be hetween 6% and 8%

017 | 0 T8 6 a4 | 360] to advance about 7%, to $4.65 a share, rel- over the 2023-2025 span,

2018 | 140 157 64 41 | coo| ative to the fiscal 2019 total of $4.35. The equity has traded at historic

218 § 138 182 68 49 | 435] Regarding next year, share net might rise highs over the past few months. It

2000 | 147 185 .77 .56 | 465| another 5% or so, to $4.90, as operating seems that Afmos’ decent start to fiscal

221 | 155 187 .85 .63 | 4.80| margins expand further. 2020 is a factor. Consider, also, the 1

Cal- | QUARTERLY DIVIDENDS PAID O rui | Total eapital spending from fiscal (Highest) .S.afef:y rank and top score for
endar |Mar31 JunJ0 Sepdd Decdt| Year | 2020 through fiscal 2024 is projected Price Stability

3016 40 40 42 45 1.71 to be $10 billion_to $11 bhillion. (Putting But 3- t? H-year total return potentia]

2017 | 45 45 45 4851 14| that info perspective, this year’s target is doesn’t impress. This reflects the recent

2018 | 486 485 485 525 1.48| between $1.85 billion and $1.95 billion.) stock-price action, Also, the dividend yield

2018 525 5% 5% 575 215 Similar to prior periods, a substantial por- is subpar for a natural gas utility.

2020 | 575 tion of the funds are to be used to enhance Frederick L. Harris, III February 28, 2020
(A} Fiscal year ends Sept. 30th. (B) Diluted | due early May. {B} In miions. Company’s Financlal Strength A+
shrs, Excl. nonrec, items: '10, 5¢; '11, (1¢);'18, { {C) Dividends hisloricallgpaid.in early March, | {E} Qlrs may rol add due to changa in shrs | Slock's Price Stability 100
$1.43. Excludes discontinued operations: '11, | June, Sepl., and Dec. w Div. reinvestmant pian. | outstanding. Piice Growth Persfstence 85
10g; '12, 27¢; °13, 14¢; '17, 13¢. Next egs. spl. | Direct stock purchase plan avail, Earnings Prediclabllity 100

© 2020 Valug Line, Inc. Al nghls reserved. Faclual maleria! is oblaned from sources befeved lo be re%able and is
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRCRS OR OMISSIONS HEREIM. m;iepob
of it may be regroduced, resch, stored or ransmitted dn any printed, electronic of other form, or used for generating of masketing any printed of electonic pubfcaton, senice or prodict,

provided withoul warrantes of an{
\caton is slrictly for subscriber's own, non-commercial, internal use. No parl
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RECENT PE Trailing: 26.9 Y| RELATIVE OIvD 0

CHESAPEAKE UTIL. wvsecre " 99.51 i 27.7 Gelie B as 15415 1.7% 00
melness 3 wsn | U] 535] 5ol AT 6] 18] A ] 8 4| AT |0 e s e
SAFETY 2 Meughlls LEGENDS

= 1.00 X Dividends p sh
TECHNIGAL &} Lowered 20820 dhrded by Irieres! Hale 200
«+++ Re'atize Price Slrength 160

BETA 60 (1.00=Markel) goeaspr wie T [T T T
18-Month Targel Price Range 3 ar_iei:'area_ indcales recession R DU E—_— T 100
Low-High  Midpaint (% to Rid} |51 X, T '.'“!,."‘hil"_,_ 80
$81-5127  $104{5%) I WO A rid 2

702325 PROJECTIONS A e e A 40
. Ann'l Total gl ag

. Price  Galn  Relura T T
High 150 ¥+1sg::;,} 12% : »

oW ! +10% { ol aren b e e bl % TOY. RETURN 1/20
Institutional Decisions RO (i, I S e THS VL ARITHS

1 SI0CK INDEX

Tl B et 151 i T ; X 1y, 80 71 [
108l 92 88 75 | fradsd = & / T ayr, 548 188 [T
Ridsiois) 10679 10886 11001 i sy 1166 410
2004 | 2005 | 2006 | 2007 | 2008 | 2009 [ 2010 [ 2011 (2012 ]2013 {2014 [2015 {2016 [2017 2018 [2019 | 2020 | 2021 | ©VALUELNE PUB. LLC[33-35

2070) 26.02( 2305 2541 2846 19.07; 2883 ( 2013 | 27.26 | 3073 | 3419 3607 | 3060 | a7.79 | 4381 | 37.25| 3880 | 4055 |Revenues per sh 60.00

226 235 218 252 2500 215 350 3691 3955 435 473| 505| 516 542 547 B85 210 7.55 | “Cash Flow" per sh 10.00
1.09 118 1.15 1.29 13 143 1.82 1.91 199 226 247 268 | 286 288 345 340 365{ 385 [Eamings persh A 5.50
15 76 i 75 81 B3 B 4 86 1.01 1.07 1.12 118 1.26 139 1.55 1.69 1,83 | DIv'ds Decl'd per sh Be 230
26/ 3.74] 487 308] 300 18s| 18| 328) 50| 672 666] 947 | 1042 1073 | 1647 #0.75] 71057 1745 |CapTSpending per sh 12.80
9067 966| 11.08) 11.76] 12.02 | 14.83| 1584 [ 1678 | 17.82| 1828 | 2059 | 2345 27.36 | 2975 | 3185| 3505 4085 4390 Book Value per sh 56.90
8.60 8821 1003| 107 1024 1405[ 1428 | 1435 | 1440 | 1446 1458 | 1527 | 1630 | 16.34 | 1638 | 1650| 1700 17.50 Commaon Shs Quistg® | 20.60
150 16.8 179 16.7 14.2 14.2 122 142 14.8 15.6 17.7 19.1 281 278 229 27.1| Bold figires are | Avg Ann'} P/E Ralio 235
il 89 2 .89 85 45 78 89 R 48 k) 98 .14 .40 124 148 Vahie Line Relaliva P/E Ratia 130

46% | 38% | 38% | 36% | 41% | 41%  39% | 34% | %% | 29% | 24% | 22% | 16w | 7% | 18] 1| P | Avg Ann'l DIV Yield 1.8%
CAPITAL STRUCTURE as of 9/3019 4275 4180 3925 | 4443 4988 | 4502 | 4880 | 6176 | 7175 515 G660 710 | Revenues (Smill} 1200
Tolal Debt SB?BJ_m\'II. Duein5 Yrs $44€§-Q mill, 261 276 284 328 36.1 40.2 4.7 | 438 56.6 560 6201  67.5 {Net Profil {Smilf) 110
%LTT[.I’:I"ES‘@B”’;"Q‘_'S S merest SISO g | HA% | A01% | A02% | 300% | 5% | 386% |395% | 20.1% | 25.0% | 26.5% | 26.5% [mcome Tax Rale 27.0%
Soverage:6.7x) (1% of Capry |_61% | 88% | 7% | 7a% | 72% | 86% | 90% | 7.0% | 7% | 90%| 94% | 9.5% |NetProfitMargin 9.2%
Leases, Uncapilalized Annual rentals$2.4 mill, 284% | 314% | 284% | 20.7% | 345% | 204% | 235% [289% | 37.9% | 41.0% | 39.0% | 40.0% Long-Term Debt Ratio 35.0%
Pfd Stock None 71.6% | 68.6% | 71.6% | 70.3% | 65.5% | 70.6% ! 76.5% | 71.1% | 621% i 59.0% | 61.0% | 60.0% [Comman Equity Ratio 65.0%
Pension Assets-12A18 $52.3 mil. 3158 | 3511 | 3585 | 3064 | 4588 | 5075 | 5630 | 6837 | 8345 680] 1130| 1260 |Totel Capita) (Smif 1750
Comman Stack 16 403%?’59;;1570" . 4628 | 487.7 | 5418 | £31.2 | 6890.8 | 855.0 | 9857 |11260 ; 13840 | 714901 7650 1815 | Net Plent (Smil) 2475
asof 10BIHY e 01% | 8%% | 88% | 88% | 85% | 89% | 86% | 13% | 78%| 0% 65%) 65% RelunonTotalCapl | 7%

10.5% | 11.8% | 19.2% | 11.8% | 120% | £1.2% | 10.0% § 9.0% | 109% | 95%| 9.0% i 9.0% iRelurnonShr, Equity 8.5%

MARKET CAP: 51.6 biflion (Mid Cap) 11.5% ¢ 11.5% [ 11.2% | 190.8% | 120% | 11.2% | 10.0% | 9.0% | 109% | 95% | 9.0% 1 9.0% {RefurnonCom Equily 9.5%

6B% | 66% | 64% | V1% | V4l | 68% | 6.1% | 49% | 67% | 55%| 50%| 4.5% |Refainedio ComEq 5.5%

CUHSF;&:T POSITION 2047 2018 9/3019 42% 7 4R% | 43% | 40% | 38% | 40% | 39% | 45% 3% ] 46% ) 46% | 47% |AIlBiv'ds to Net Prof 42%
Cash Assets 5.8 6.1 4.3 | BUSINESS: Chesapeake Ulililies Corporation consists of twa units:  wholesales and distributes propane; markets naturaf gas; and nro-
Giher 1730 1854 1106 | Hegulated Energy and Unreguiated Energy. The Regulated Erergy  vides other unregulaied energy services, including midstream serv-
Cureent Assets 1786 1915 1149 | seqment (45% of 2018 ravenues) dislibiles nalural gas in Dela-  ices in Ohic. Officers and directors own 4.2% of common stock: T,
gcglgslfayabie 2"{3’3-3 %ggg 3335 ware, Maryland, and Florida; distributes electricity in Flarida; and  Rowe Price, 13.7%; BlackRock, 9.2% (4/19 Proxy). CEO: Jeflry M.
ther ue 779 ano g27 | Wiansmits natural gas on the Delmarva Peninsula and in Florida. Householder, Ins.; Delaware. Address: 909 Sitver Lake Boulevard,
Cusrent Liab. 7550 E2B2 4465 | The Unregulaled Energy operation {55% of 208 revenues) Daver, DE 18904, Tel: {302) 734-6799, Intemet: wwnr.chpk.com,
Fix. Chg. Cov. 749% 636% 645% | Chesapeake  Utilities  Corporation to purchase Elkton Gas, a subsidiary of
ANNUAL RATES  Past Pasl Estd’16"18 | stands to deliver hetter results in SJI, which delivers natural gas to approxi-
olctangeipersh)  WV¥is.  S¥rs, {0225 | 2020, This ought to be brought about part- mately 7,000 residential and commercial
ﬁgg?ﬂ”ﬁg\. . ot 5% L% |1y by the Regulated Energy segment, aided customers within Cecil County, Maryland.
Earnings 9.0% 80% 90% | by such factors as service expansion Subject to approval by the Maryland Pub-
DlVidendIS 5.0%  80%  90% | projects and internal growth within the lic Service Commission, the transaction is
Boak Valie 0.0% 105% 100% | hatural gas distribution business, Another slated for completion in the first half of

Cal- | QUARTERLY REVENUES {5 mill} Full | positive is the relatively low effective in- this year. (Financial terms were not avail-
endar |Mardi Jund0 Sepdt Bec31| Year | come tax rate. Thus, we expect the compa- able to the public.) Acquisitions should

2017 11852 125¢ 1269 1804 | 6176 | ny's bottom line to advance around 7%, to continue to be a key component in man-

2018 12394 1867 1403 2011 | 7175 | $3.65 a share, relative to last year’s $3.40 agement’s business strategy, even though

2009 12276 1309 926 1638 ) 615 | estimate. (Fourth-guarter numbers were many uncertainties prevent us from in-

2020 237 145 103 175 1660 | not released when this report went to ecorporating future ones into our figures.

202t |20 150 15 195 | 716 press.) Looking at 2021, a b5%-or-so in- The stock has soared to fresh highs

cal- EARNINGS PER SHARE A Full | crease, to $3.85 a share, appears possible, since our last full.page report in No-
endar |Mardt Jund0 Sepdd Decd!| Year | gupported by incremental benefits from vember, We think market optimism sur-

2017 | 17 @ 42 721 26B| prior acquisitions. (Some of the more rounding Chesapeake’s 2020 prospects is

2018 ¢ 164 39 M 108 | 345] yecent deals ave discussed below.) General- one driver behind the price action. Other

2009 1 174 50 38 .78 | 3401 Iy favorable weather conditions would also positives include the below-market Beta

2020 | 185 55 41 B84 365 help Chesapeake. coefficient and relatively high Price

021 | 196 .60 A6 .88 | 385| There has been movement on the ac- Stability grade. However, the dividend

Cal- | QUARTERLY DIVIDENOSPAID®s | pull | quisition fromt. The company recently yield is unspectacular for a natural gas
endar |Mar31 Jun30 Sepd0 Decdl| Year | hought, for an undisclosed amount, the utility. Also, appreciation potential out to

2016 288 288 305 .305| 1.19| propane operating assets of Boulden 2023-2025 iz limited. Capital gaing possi-

2017 ¢ 305 305 3% 3| 126| Brothers Propane, serving around 5,200 bilities in the 18-month period ave lack-

2018 | 325 85 47 37 | 1991 residential and commercial customers hister, too. Meanwhile, the Timeliness

2019 137 3 45 405} 155 throughout Delaware, Maryland, and rank sits at 3 (Average).

2020 405 Pennsylvania. Moreover, there are plans Frederick I.. Harris, III February 28, 2020
{A} Diluted shrs. Excludes nonrecursing items: %B)»Dividends historically paid in eaily Januasy, 1(C} in millions, adjusted for split. CemEany’gs Financial Strength A
'08, d7¢; *15, 6¢; 17, 87¢. Excludes discontin- [ Apyil, July, and Oclober. w Dividend refnvest- Stock's Price Stability a0
ued cperations: '04, die; '19, d8¢, Next eam- [ menl plan. Direct stock purchase plan avail- Price Growth Persistence a0

ings report due eary May.

gble.
© 2020 Value Ling, Inc. Al rights reserved. Faclual malerial is oblaned from sources beleved fo be relable and is provded withoul warrantes of any
THE PUBLISHER 18 KOT RESPONSIBLE FOR ANY ERRCRS OR OMISSIONS HEREIN. This publicalion s stricly for subscrbier's own, non-commercial, intemal use.
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TRIELINESS 3 Losered 91718
SAFETY 1 Rasedgiisns

TECHNIGAL D Lonersg 20820
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High:
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21.2
15,0

389 454
306 337

252i 251
19.8] 193

23.8
185

321 3449
21.9| 258

220
8.7

2or2

18-Month Target Price Range
Low-High  Midpoint (% to Mid)
$36-866 846 (5%)

5 Ann'l Total
Price  Gain
Righ 45 (+5%. 4%
low 35 {-20%) -2%

2023-25 PROJECTIONS
Retizn

LEGENDS
—— 110 x Dividends
divided by

Interest Rale
- Relatve Price Slrength
spit 298
2-for-1 spit 3f15

ngl;gns: Yes
ded area indicates recession
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Target Price Range
2023 | 2024 2025
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40.6
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Institutional Decisions

108 2001
16 Buy 125 127
LES 117 102
Hdgoon) 59010 BOVHT

Percen
shares
{raded

% TOT. RETURN 1/20
THIS  VEARTH
STOCK  HOEX

1

1y, 128 7.1

2004 | 2005 | 2006

2008

EnmImmiEnim)
2010 | 2011

2014

3yr. 18.4 199
Sy, 48.4 410

2020 {2021 | SVALUELINEPUB.LLC| 23-25

3044 3810
125 1.3
85 88
A3 45

45.37
1.8¢

2012

36.30 | 27.08

170 186

1201 136
72

4440
273
2.08

86

2835
3.30
225
134

26.55 30.05
3.05
205

1.27

Revenues per shA
“Cash Flow” per sh
Eainings per sh®
Div'ds Decl'd per sh Cu

72 64
562| 530

J7
113

1.26
936 980
§2.89

152
1148
86.32

470
20.65
95.00

410
2200
§7.00

Cap'l Spending per sh
Book Value per sh @
Common Shs Ouist'g &

83.22| 82564

8420

53] 158
B 89
3% 31%

87

2% | 30%

3.3%

83.05
168 168
1.05

1.07
3.3%

224
113
27%

1.7
62
35%

Avg Ann't /€ Hatio
Relative P/E Ratio
Avg AnnDiv'd Yietd

Bold fig
Vaiue,
eslin]

res are
Line
ales

133
25%

LT Debt $1537.6 i,
Ingl, $38.6 mill. capitalized leases.

B.0x)
Pension Assets-9/19 $372.6 mil,

d $1ock None

Common Stack 95,570,817 shs,
as of 2/4/20

CAPITAL STRUCTURE as of 123119
Total Debl $1850.1 mill, Due In 5 Yrs $420.5 mill.
LT Interest $47.1 mill,

(LT interest eamed: 5.0x; tolal inferest coverage:

HARKET CAP: $4.2 biltion (Mid Cap)

2268.6
1454

34%
3009.2 | 22489 | 31981
08,5

137

37381
1769

2750
220

2550
195

Revenues (Smit) A
Net Prafit {§milly

25820
1780

30.2%
4.7%

17.2%
6.6%

1i24
30.2%

1% | 25.4%
3.5%

3.6%

15.0%
7.8%

Income Tax Rate
Nel Prafit Margin

HMF
6.7%

15.0%
8.0%

44.6%
55.4%

47.7%
52.3%

5.0%
355% | 38.2% | 36.6%
64.5%

634%

38.2%
61.8%

44.0%
56.0%

44.5%
55.5%

49.8%
50.2%

L.ong-Term Debt Ralia
Common Equity Ratio

Ohlig. $620.5 mil.

60.8%
12031 | 1339.0 22301
1295.9

24007

2233.1
2609.7

14603
16431

1564.4
1884.1

3535
3100

3835
3165

Tolal Capital {Smif)
Net Plant ($mill)

3088.9
30412

1484.9
9.7%

9.2%
18.7% | 13.8%
18.7%

6.9%
11.8%

1.7%
12.1%

9.0%
128%

12.1%
18.3%

6.5%
10.0%
10.0%

8.5%
10.5%
10.58%

6.4%
11.3%
11.3%

Relurr on Total Cap't
Returr on Shr. Equity
Return on Com Equily

CURRENT POSITION 2018
(SMIELY

Cash Assels 1.5
ther 768,86

2018 1

2.7
508.9

2131118
15.7

138% | 128% | 183% 11.8% | 12.1%
6.2% | 62% | 52% | 11.0% 48% | 6.0%
52% 7 BB% | BA% | 59% | 40% 60% | 59%

48% | 4.0% i 4.0% |Retained o Gom Eq
59% | 62% | 59% |AIfDivids to Nef Prof 65%

676.9

Current Assels 770.1

3735
2755
101.¢

Accls Payable
Debt Due
Other

Current Liab. 750.9
Fix. Chg. Cov. 545%

511.6

2859
46.9
1036

4464
545%

692.6

3036
412.5
89.4

805.5

BUSINESS: New Jersey Resources Corp. is a holding company
providing retailiwholesale energy sves. o customars in NJ, and in
states from the Gulf Coast to New England, and Canada, New Jer-
sey Natural Gas had 547,600 cust. al 9/30/19. Fiscal 2019 volume:
232 bl cu. B, (17% interriptible, 17% res., 9% commercial & elec.
ttiity, 40% capacity release programs). N.J. Nalural Energy subsid-

iary provides unregulated relailiwholesale nalural gas and related
energy sves. 2019 dep. rate: 2.6%. Has 1,108 empls. Off./dir. own
1.3% of commen; BlackRock, 13.4%; Vanguard, 10.4% {i2/19
Proxy). GEQ, President & Diector: Sleven D. Westhovan. In-
corporated: New Jersoy. Address: 1415 Wyckoff Road, Wall, NJ
07719, Telephone: 732-938-1480. Web: www.njresources,com,

550%

ANNUAL RATES  Past
of change (persh) 10 'Yrs.
Revenues -2.5%
vCash Flow"
Earnings

Dividends

Book Valie

0]

Past Est'd’17-'19
5Yis.

23785
4.0%

3.8%

25%
6.0%
6.5%

Fistal
Year

Ends Junag

Dec.31 Mar3t

QUARTERLY REVENUES {§ mill} A

Sep.30

Full
Fiscal
Year

New Jersey Resources posted lower-
than-expected fiscal first-quarter re-
sults (ended December 31st). To that
end, revenues fell 24.2%, to $615 million,
due to a roughly 35% downturn in non-
utility volumes, partially offset by a 9.8%
vise in utility sales. On the profitability
front, operating expenses increased 470
basis points as a percentage of the top

457.5
543.4
434.4
485
535

207
2018
019
2020
2021

1.1 7335
7053 1019.0
811.8 8663
8160 910
665 965

536.5
647.3
4791
540
585

2268.6
26151
2592,0
2550
2750

Fiscal
Yoar

Ends |Decd1 Mardl Jun30

EARNINGS PER SHARE » 2

Sep.30

Full
Fiscal
Year

Iine. After accounting for a sizable in-
crease in shares sutstanding, coupled with
a rise in interest costs and a drop in other
income, NJR’s share net feill alinost 26% in
the first quarter, to $0.44. This was below
our call for earnings of $0.68 a share.

Consequently, we have reduced our

2017
2018
201¢
2020
2021

47 1A 20
156 162 d0§
81127 d20
44 145 dd
S0 150 410

d.14
d.3
28
i
.35

1.73
274
1.96
205
225

outlook  for  fiscal 2020. 'The
retail/wholesale energy services provider
appears poised to log a low single-digit
revenue decline this year. However, this

Cal-

endar iMar31 Jun30 Sep.3d

QUARTERLY DIVIDENDS PAID S =

Dec.d!

Full
Year

downturn is more reflective of the drop in
commuodity prices as it weighs on the com-
pany’s nonutility business. And while it

2016
2017
2018

.24 24 M
255 255 255
2713 73 2
2019 | 2925 2825 2028
2020 | 3125

255
273
2025
3125

93
104
114
1.18

does lower overall top-line wolumes, the
drop in natural gas pricing will also reduce
cost of goods sold. Meantime, the New Jer-
sey Natural Gas regulated utility segment
continues to grow by adding new customer

accounts, That unit added 2,282 meters in
the first quarter of the year. It also added
just under 10,000 accounts last year. Still,
on balance, the lacklusier earnings in the
first quarter prompted us to shave a dime
off our annual bottom-line estimate, to
$2.05 a share. This falls within manage-
ment’s reiterated guidance range of $2.05-
$2.15.

Meanwhile, we have introduced our
2021 top- and bhottom-line estimates at
$2.75 billion and $2.25 a share, respec-
tively. This ought to be supported by con-
tinued growth at the NJNG utility seg-
ment, coupled with an eventual improve-
ment in the global macroeconomic frends
that are pressuring commodity prices. The
utility segment is anticipated to add
28,000-30,000 new customers between fis-
cal 2020 and fiscal 2022,

At its recent quotation, shares of New
Jersey Resources appear fairly
valued. NJR is trading near the top end
of our 3- to 5S-year Target Price Range,
suggesting that it alveady reflects much of
the earnings progress that we envision for
that time frame.

Bryan J. Fong February 28, 2020

{A) Fiscat year ends Sept. 30th,

cary May.
{B] Diluted earnings. Qlly. sales and egs. may | (C} Dividends historically paid in early Jan.,

ol sum {o total due o rounding and change in | April, July, and October, = Dividend reinvest-
shares outstanding. Nexl eamings repon dug
© 2020 Va'ue tire, lnc. ANl sighls reserved. Factual material s obtaned from sources befeved 1o be relable and is provided without wartantes of ar
THE PUBUISHER |5 NOT RESPUNSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publicaton is sliictiy for subscriber's owa, non-commercial, internal use. No part
ol it may be reproduced, resold, stored or transmitted in any printed, elactron'c of other form, of

million, $5.56/share.
{E} ln millions, adjusted for

men plan available,

{D} Includes regulalory assets in 2019: $496.6

lor generatng o marketng any prnted or electronc pablication, senvce or poduct.

Campany's Financial $trength
Stock’s Price Stability

Price Growth Persistence 70
Eamnings Predictabitity 45

To subscrlbe call 1-800-VALUELINE .
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splils,
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RECEMT PE Trailing: 24.2 Y | RELATIVE DD BO/
NISOURCE INC, MYSE-NI PRICE 30-21 RATI0 21 ,1 Median: 200 /| PIE RATIO 1.17 YLB 2: 0
xar High:| 168} 18.0| 24.0| 262 335) 449)] 492] 269 278 281 30.7 | 306 !
TIHELINESS 3 somered 45019 Lo 78 14.1] 77 2951 25al| 331 1601 o0l 17| 54| vl 275 'E%rg;t Zrolgs Rzagagg
SAFETY 2 Raised 1172019 LEGENDS
4 ey e A £ 80
TECHNICAL & lowrediing | gvded iy llsest Ree
BETA 55 (1.00=Markel) Optons: Yes &
n haded area indoales recession ——= = HH
18-Month Targel Price Range [ e — = —— - s
OSSN T -
Low-High  Midpeint (% to Mid} |—rt— Tt ! T R TI TEILALL T A 20
$04-634 $29{-5%) T Tt jrvreHe l1“l HITT =+ |4 aan Dg
N ) Ty L
2023-25 PROJECTIONS M RS VAT Lk : i 15
. Al Total b 'I. el R IR 2
Price  Gain Relurn __f|;-”s, - R T Pl 10
Eigh gg (*3%"'} 10?’;2 = li - (LB AT A TTHY . 75
d (. )3 B Y Y T DT, % TOT.RETURN #/20 [
Institutional Decisions B - TS VL AR
162018 2018 30019 i STOCK  WOEX |
wsy 235 o7 o2s| et 30t . | T : tye 108 74 [
to Sl 185 187 1921 yaded 304 3y 432 199 [
HHS{035) 350564 346571 343385 : Syr. 218 410

2004 [ 2005 | 2006 | 2007 | 2008 | 2008 2010 | 2011 {2012 12013 [2014 |2015 (2016 |2017 [ 2018 [ 2019 | 2020 | 2021 | SVALUELIREPUR. 1G] 23-25

2463 | 2897 | 2737 2886 3236 24021 2299| 21331 1631 | 1804 | 2047 | 1458 | 1390 | 1446 | 1374 1415| 1485 1540 |Revenues persh 18,85
347( 314 338y 320 332 285 319} 288 313y 41| 360 227 271 | 207 282| 280 360 3.20|"CashFlow” persh 418
162 1081 14| t114] 134 84, 5061 105 1371 1857 167 8 100 39 1.36| 125 40| 1.55|Eamings pershA 225

92 82 92 2 92 82 82 42 84 881 L2 83 B4 70 78 86 £6 .82 | Div'd Decl'd per shBm 116
191 217 233] 283 354| 281 283| 393 483 589] 642 426) 457 503 488 4607 460 460 CapiSpending persh 4.85
1769 1809 1832 1852 i7.24} 17.54| 17.63| 17.71 | 17.90| 18771 1954 | 1204 | 1260 | 12821 13081 13.65) 13.90] 14.50 {Book Value persh® 15.35
27063 | 27262 | 273.65 | 27418 | 274.26 1 276.73 | 279.20 | 282.18 | 310.28 | 313.68 [ 316.04 {310.11 | 323.16 [ 337,02 | 57236 | 374.00 { 370.00 ] 370.00 [Common Shs Gulstg? | 350.00

T30 204 162 E|VET] T 143 83| 194| 79| 188 | 227 i3] 232 | NUF | 1931 22.3] Bold nighros are | AvQ AnTIPIE Ralio 6.0
68| 14| 1ed| too| 73] 95| 871 12| 4] 06| 49| 188 1221 NMF| 104] 25| |Vaustie  [Relative P/E Ratio 90
44% | Aok | Ao | 43 57| 78% | B7% [ 45% | 38% | 28w | 2% | a5% | 28% | 28% | 1% | 29% | %S| Avg Ana'l Div'd Yield 1.2%
CAPITAL STRUCTURE as of 8/30/19 64220 | 6019.1 | 5061.2 | 5657.3 | 64705 | 46518 | 44025 | 48746 | 51145 | 5300 5500 57060 |Revenues ($mill) 5085
Tofal Dabt$94?9.8.mill. Due |n5Yrs52100_ mifl. 2046 | 3038 4106 4909} 5307 | 1986 | 3281 1 1286 | 4833 465 520 575 {Net Prafil ($mill) 785
LT Debt §7858.8mill. LT Interest 5370 mill 3549 | 35.0% | 344% | 345% | 360% | 416% | BBI% | FI0% | 19.7% | 20% | 20.6% | 20.0% [Income Tax Rale 21.0%

. 9 ;
(Interes! cov. gamed: 22¢) - (57% of Cep) - - o) o] -] oww| 20%| 20%| 20% [AFUDC%loNetProlit | 2.0%
Leases, Uncapitalized Aanval rentals $11.1 mill, 54.7% | 556% | 55.1% | 56.3% | 56.9% | 60.7% | 59.8% | §3.5% | 55.3% | 55.0% | 54.0% | 55.0% Long-Term Deht Ralio 55.0%

Pension Assets-12/18 52.1 bill. Oblig. $2.0 bill. 453% | 44.4% | 44.9% | 43.7% | 43.1% | 39.3% | 40.2% | 36.5% | 37.9% | 45.0% | 46.0% | 45.0% [Common Equity Ratio 45.0%
) . ) 10859 | 11264 | 12373 | 13480 | 14331 | 97920 | 16320 | 11832 | 12856 | 14180 | 14460 14715 [Tolal Capilal ($miif) 15040
Prd Stock $880 mill.  Ptd Div'd $28.5 mill 1097 | 11800 | 12916 | 14365 | 16047 | 12942 | 13068 | 14360 | 15543 | 16000 | 16500 | 16750 |Net Plant (Smill} 17250
45% | 44% | 50% | 52% | 53% | 40% | 50% | 26% | 50% | 35% | 35% | 4.0% |Retun on Total Cap'l 5.0%
Common Stock 373,542 659 shs. 60% | 6% | 74% | 03% | 86% [ 52% | 81% | 3.0% | 81% | 80%| 85% 9.0% {RetunonShr, Equity 12.5%
as of 10/22119 60% | 6% | 74% | 83% | B6% | 52% | B.1A% | 3.0% | 83% | 80% ! 85% | 9.0% iRetwnonCom Equily 12.5%
MARKET CAP: $11.3 billlon {Large Cap) 8% 9% | 28% | 31% | 34% | MNMF | 30% | NMF | 37%| 25%] 35% 35% {Relained fo Gom Eq 5.5%
CURF}&ENT POSITION 2017 2018 913019 B7% 85% | 67% 62% | 61% ; NMF | 63% | NMF B1% 0% E4% 64% tAHDiv'ds 1o Net Prof 55%
Cash‘Ass'ets 200 1i28 26.0 { BUSINESS: NiSource Inc. Is a holding company for Northern Indi-  other, less than 1%. Generaling sources, 2018: coal, 68.4%; par-
Other 17343 19426 1350.31 ana Public Service Gompany (NIPSCO}, which supplies electricity chased & olher, 30.6%. 2018 reporled depreciation rates: 2.9%
Current Assets 17633 20854 1378.31 and gas to the northern third of Indiana. Customers: 472,600 elec- electric, 2.2% gas. Has B,087 employees, Chairman: Richard L.
gvggg’avable ’ ggg-g agggg 1%22‘3 fric in Indiana, 3.5 miliion gas in Indiana, Ohlo, Pennsyivania, Ken-  Thompson. President & Chief Executive Officer: Joseph Hamrock.
O 8 j0B58 (1558 1oigp ] tucky, Viginia, Maryland, Massachuselts through its Celumbia sub-  Incorporated: Indlana. Address: 801 East 86th Ave., Merrillille, In-
Current Liab. 31784 40368 35547 | sidaries. Revenue breakdown, 208: electrical, 33%; gas, 67%; diana 46410, Tel.: 877-647-5990. Internel: wwav.nisource.com.
Fix, Chg. Cov. 259% 246%  255% | Since our November review, shares of about $1.75 billion in investments. At the

ANNUAL RATES  Past Past Es'd't6°18| NiSource have risen nicely. Over that same time, once approved, the Maryland
ofchangz (persh)  10¥rs. s, !°§3632 time frame, the equity’s price advanced base-rate case should add $3.7 millien to

53;’?%?3‘#. :g:g;’;: .';;’.‘g;:‘,f gg5% | more than 16%. We think this recovery the top line. Another base-rate case has

Earnings 0% -75%  25% | reflected investors taking advantage of the been filed for NIPSCO electricity, and
[B)é)vs?(e\?gie %g:ﬁv 5.58%  75% | near-term weakness in the stock’s price. should help that unit generate about 10%

A% 40% | That said, the public utilities holding on recent capital improvement projects.
Cal- | GUARTERLYREVENUES(mil) | Fuil | company will probably register mixed These factors may well drive earnings 12%
endar |Mar3t Jund0 Sep30 Decdl| Year | finaneial vesults for 2019. Note: higher, to $1.40 a share. Finally, we have
2017 (15086 9907 997.0 13883 |48746| NiSouwrce was expected to release its fourth- introduced our 2021 top- and bottom-line
2018 |1750.8 1007.0 8950 14617 |51945| guarter and year-end financials shortly estimates at $5.7 billion and $1.55 a share,
201% 118698 10104 9315 14883 | 8300 | qfter this report went to press. On the plus respectively.

2020|1960 1100 1000 1500 | 5500 | side, solid contributions from the Gas Dis- The balance sheet is in decent shape.
2021 (1950 1180 1050 1850 | 5700 | tribution, Corporate, and Electrie opera- At the end of the third guarter, the last

cal- EARNINGS PER SHARE A Full | tions likely equated to a mid-single-digit period for which finaneial information was
endar [Mardt Jund0 Sepd0 Dec3l| Yeer | revenue gain last year. However, cost available, NUs cash reserves sat at $28
M7 1 65 ¢4 4 dis 30| overruns, margin compression, and stock million and the long-term debt load
208 ¢ 77 07 0 38| 13| jssuances probably resulted in a roughly represented 57% of total capital.

2019 1 82 05 .- 38 | 1251 4% downturn in shave net, to $1.25. On balance, these shares do not stand

220 | 85 0 10 35| 140! Wa continue to look for earnings to out at this juncture. The recent uptick
2N B3 18 .1 39| 1%L yehound this year. NiBource appears in NI's quotation places it just inside our
Cal- | QUARTERLYDIVIDEKCSPAID®= | Ful | poised to post a roughly 4% rise in reve- Target Price Range, leaving the stock with
endar |Mar31 Jun30 Sep30 Decdl; Yexr | nues in 2020, to $5.5 billion. The primary below-average capilal appreciation poten-
2016 55 185 165 .165] 64| driver here should be a large chunk of cap- tial for the pull to 2023-2025. Meanwhile,
2017 Ji5 95 75 475{ 70| ital expenditures slated to come on line. our Timeliness Ranking System suggests
2018 {195 195 195 185) 78| The company has multiple wind projects this equity will just mirror the broader
19 | 200 200 200 200 80| and joint ventures in the works in Indi- market averages in the coming year.

020 2 ana. Those growth initiatives represent Bryan J. Fong February 28, 2020
{A) Dil. EPS, Excl. nonrec. gains glosses): '05, | egs. may not sum to 1atal dus {0 rounding. $5,13fsh, (:omﬁang’s Finaneial Strength B+
{4¢); gains (losses) on disc, ops.: '05, 10¢; '08, %B) Divids histerically paid in mid-Feb., May, D} In mil. Steck's Price Siability 95
ine); '67, 3e; '08, (§1.14); 15, (308} '18, ug., Nov, m Divd reinv, avai, E) Spun off Columbia Pipefine Group (715} | Price Growth Persistence 25
$1.48). Next egs. report due [zle May, Ql'y | (C) Inck intang in '18: $1911.4 million, Earnings Predictability 35

© 2020 Vaive Line, Inc. Al righls reserved. Faclual maleral is oblained from soUrces befaved lo ba relable and is provided withou! wamantes of any kind,
THE PUBLISHER [S NOT RESPONSIBLE FOR ANY ERBORS OR OMISSIONS HEAEIN. This publication is strctly for subscriber’s awn, non-commergial, internal use, No part
of il may be reproduced, resold, stored of Uansmited in any printed, elecronic or oher form, of used for generatng or marketing any printed o electronc pubfcation, senvice of product.
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RECENT P Trailing: 34.5 | RELATIVE DV'D {y ‘VALUE:

N,W, NATURAL NYSE-NWN PRICE 76-90 RATIO 33-6(lled\’an: 21,0/ | PfE RATIO 1.87 Lo 215 i CLINE
metness 3wt | ve| 155] O8] 8T RS mS A Ao ws| 2| 0g] 4] Tg e e
SAFETY 1 masedsta0s [ LeGENDS ) 12

— 110 x Dividends p sh o
TECHNICAL 4 Loered 2820 gided by lneres! Rale = 100
« Re'alive Prica Strangth Pl SOV S e, ot S e 0 RPS: SRR I NN AT F ey Jpepepg 80
BETA 55 (1.00= Markel) Optons: Yes - T et T I A R D DY P ad
" haded area indcales recession I [T AT
18-Monti: Target Price Range SR N W S I 4 48
Low-High  Biidpaint (% to fig) [ <L {0 " I SR T »
$64-880  S77(0%) kit el 24
2023-75 PROJECTIONS e RESU ACaC — 20
| Annl Total | OV IS WP A2 W I S o
Price  Gain  Retumn | =70 A I
w5 e % :

i (10% e % TOT, RETURN 120 |..8

Institulional Decislons R I M VAR
019 20200 30w 4 :

oy 152 gl Pofcent 18 T . 7 T " L A N

dsom_s0008 21562 zteon | 29 S mf“[ [l sy 713 40 |
2004 ; 2005 | 2006 | 2007 | 2008 | 2003 | 2010 [ 2011 | 2012 {2013 2014 [2015 [2016 [2017 [2018 | 2019 | 2020 | 2021 | ©VALUELHE PUBG. LLCIJ3-25

25691 3301 87200 3943 3946 | 2847| 2056 3172 2734 | 2802 2764 | 2630 | 2361 | 2852 | 2445 | 2425 | 25.05| 2645 Revenues per sh 2340

asz| 43i 4Wmi 54 531 520) 518 500] 484 5.04 5.05 7 498 483 1.04 5.28 4501 4807 535 {“CashFlow" persh 6.45
1.86 2.1 235 276 257 283 273| 239 222| 294 216 1861 212 | d1.4 2.33 216 240| 270 |Eamings persh A 3.50
1.30 1.32 1.39 144 152 1.60 1.68 1.75 1.79 1.83 1.85 1.88 1.87 148 189 1.90 1.1 1.52 | Div'ds Decl'd per sh 2n 197
5521 348| 356 4481 382, 509 935; 376 491 13| 440 4377 487 743 743 6501 4850 6.65 [Cap'FSpending per sh 825
2064 21.28| 2201 2252 2371 | 2488| 260081 2670 | 2723 | 2777 | 2842 | 2847 2071 2585 | 26.4%| 2580 2650 2775 Book Value per sh P 29.85
2055 | 2768 27241 2641 2650 26531 2658 2676 | 2692| Z708 | 2728 | 2743 | 2663 | 2844 | D888 | 3050 37.00| 31.00 |Common Shs Quist'g © | 3200
16.7 17.0 159 6.7 18.1 152 170 8.0 211 19.4 207 27| 269 .- 266 | 322 Bod tiglres are |Avg Ann'l PIE Ratio 220
88 91 B8 59 1.08 1.01 1,08 119 1.34 1.09 109 1.19 14 .- 1.44 1.75 ValugLine Retalive P/E Ralio 1,20

42| 37%; 87% | 4% | 33% | 37| 38% | A9% | 8% 1 A% | 41% | 40% | 3% | 80% | 30% | 26%;  "TE® aug Aned Divd Yield 25%
CAPITAL STRUCTURE as of 9/30H9 8121 8488 | 7306 | V585 7540 | 7238 | 6760 | 7622 | 706.1 740 780 820 |Revenues ($nll} 940
Total Debt 3866.53 mil. Duein5 Yrs 5350.0_ mill, 727 639 | 5981 605 687 537 | 688 | 4568 673 65.01 75.0) 850 iHet Prolit {$mill) 950
LT Debt $806.0mill. LT Interest 400l [~35 554045, | 424% | 408% | 415% | 4000 [40.8% | -- | 254% | 210% | 210% | 31.0% Twcome Tax Rae 71.0%
(Totalinteres! coverage: 354} 89% | 75% | B2% | 80% | 78% | 74% | 87% | NuF | 95%| 7% | 96%| 102% |NetProfiMargh | 719%

46.1% | 47.3% | 48.5% | 47.6% | 44.8% | 42.5% | 4d4% [ 479% | 489% | 48.0% | 48.0% | 47.5% |Long-Term Debl Ralio 47.5%

Pension Assets-12/18 $257.8 mill. 53.9% | 52.7% | 51.5% [ 524% | 85.2% | 67.5% | B5.6% | 52.1% | 51.9% | 52.0% | 520% | 52.5% |Common Equity Halio 52.5%
Oblig. $455.6 mill. 12843 [ 13562 | 1424.7 | 14336 | 13800 | 13577 | 1529.8 | 14260 | 14689 | 1520 | 1580| 1645 |Total Copital {Smill 1825

Pid Stack Nane 18542 | 18030 | 16736 | 20629 | 21218 | 21897 | 22809 | 22560 | 24214 | 2500] 26201 2725 |Net Plant (smill 3065
Comman Stack 30435575 shares 0% | 62% | 57% | 58% | 58% | 5% | 51% | NMF | 58% | 55%| 60%| 60% [RelumonTolalCapl | 7.5%
as of 10/25/189 105% | 89% | 82% | 81% | 76% | 60% | 6.9% | NMF | 88%( 89%| 9.0%| 9.5% |Relun onShr Equlty 1.5%
105% | 89% | 82% | 81% | 7.6% | 68% | 69% | NMF | 88% | 80%| 90%| 9.5% |Relurn on Com Equily 11.5%

MARKET CAP $2.3 blllian {Mid Cap} 40% | 24% | 6% | 15% | 1.1% 6% F% | NMF | 23% 1 10%| 20% ] 25% |Relainedto ComEg 50%
CU?SI?IIIEL?.T POSITION 2017 2018  9f30/18 61% | T3% B80% Bi% 85% 2% | 87% | NMF 16% 90% 79% 72% M Div'ds to Net Prof 56%
Gash‘Ass'}ets 3.5 i2.6 10.5 | BUSINESS: Northwest Natural Holding Co. distributes natural gas  Pipeline system. Owns local underground storage, Rev. breake
Other 2664 _283.3 _192.2 15 1000 communities, 750,000 customers, in Oregen (89% of cus-  down: residential, 37%; commercial, 22%: induslrial, gas trans-
Current Assets 2699 2958 2027 | omers) and in soullwest Washington State. Principal cilies served:  portation, 41%. Employs 1,167, BlackRock Inc. owns 15.0% of
*\Dgﬂf&?'ablﬁ E%g ;f_;g 1;8% Portland and Eugens, OR; Vancouver, WA. Senice area popula-  shases; officers and directors, 1.1% {4/19 proxy). GEQ: David H.
Other 1187 1455 121.9| tor: 37 mil (77% in OR). Company buys gas supply from Canadi-  Anderson. dc.: Oragon. Address: 220 NW 2nd Ava., Porlland, OR
Gurren: Lish. 3819 5091 3584 | @n and US. producets; has transportalion rights on Norhwiest 97209, Tel. 503-226-4211, Interel: www.nematural.com.

Fix. Chg. Cov. 362% 857% _346% | Northwest Natural Holding likely re- in Oregon. If approved, the company
ANNUAL RATES  Past Past Estd't6-18| corded mixed fourth-quarter results. would achieve $71.4 million in additional
dehangefpersh)  10Yis.  §¥is.  10°20%5 | Revenues probably rose to $241.0 million, revenues to offset the cost of strengthening

58;’5,’1“,’:?&,‘. _'g_'géj :g:gof g_'gcﬁ as cooler weather, along with a higher its natural gas system and improving the

Earnings -105% -18.0% 225% | user base, helped out. However, costs like- system through upgrades. Meantime, the

DiVidke\?dIS 25%  1.0% 4% | ly remained elevated as the company company will likely benefit from a full
Baok Value 2.0% - 15% | Worked to integrate its recent purchases of year of ownership of several water

Cal-  QUARTERLY REVENUES(Smil) | Full | water utilities. Higher natural gas usage, facilities bought over the past year. These

endar_;Mardt Jund0 Sepdd DecdT| Year | hoth in residential and industrial settings, factors ought to allow for a sizable in-

2017 12973 1363 882 2404 | 7622 | probably helped improve gross profits, and crease. Overall, we think that profits will

2018 12647 1248 612 2267 | 706.17 the Mist storage facility likely added to the advance to $2.40 per share in 2020, $2.70

2019|2853 1234 903 2410 | 70 | sum. Still, we think that the cost structure per share in 2021, and $8.50 per share by

2020 1285 135 100 20 |70 | was higher, limiting bottom-line gains. All the 2028-2025 period.

22 305 M5 Mo 260 | 820 told, we believe share earnings reached Shares of Northwest Natural Holding

cal- EARNINGS PER SHARE A Full | $1.14 during the quarter. are neutrally ranked for Timeliness.

endar |Mar.31 Jun30 Sep30 Decd!| Year | The company extended the sale date The stock price has risen considerably aver

017 | 140 40 430 d314 | d18¢| on its Gil Ranch storage facility. It had the past few months, leaving little upside

18 | 146 d01 439 127 | 233) glready agreed to divest the property, as potential at the recent guotation. Too, we

2018 | 150 07 d61 1147 270| Northwest has worked to improve its asset expeci earnings to expand at a steady rate

090 3 L8005 dd0 125 ) 240 mix, which will Jikely be completed by the over the coming years, and the price-te-

2021 | 160 .10 d35 135 | 2W| onf of the first quarter and should result earnings ratio is well above the historical

Cal- | QUARTERLY DMOENDSPAIDEa | fFyl | in a gain. norms. The dividend yield also does not

endar iMardt Jun30 Sepdd Decdi| Year | The company ought to benefit from a compare favorably to others in the indus-

2006 | 4675 4675 4675 470 | 187 few positive developments. The Port- try. All told, we think that most interested

2017 | 470 470 470 47261 1488 land area will continue to grow in popula- accounts would be best served waiting for

2018 | 4725 4725 4725 475 | 183| tion, while natural gas will be used more a dip in price before making new equity

2019 | 475 475 4T3 ATI5| 190f for water heating and other uses. Addi- commitments.

2020 | 4775 tionally, the company filed a new rate case John E. Seibert III February 28, 2020
(A) Diluled eamings per share. Exciudes non- | {8) Dividends historicalfy paid In mid-February, | (D) Includes intangibles. In 2018: $371.8 mil- Cam{‘)any‘s Financial Strength A
recursing fems: ‘06, ($0.06); '08, ($0.03); ‘09, | May, August, and November, Hon, $12.87/share, Stock's Price Stability 95
€¢. May nol sum due fo younding, Nexl eam- | » Dividend reinvesiment plan available. Pilce Growth Persistence 30
ings repori due in early May. {C) In milfions. Earnings Predictability 5
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REGENT PE Trailing: 26.3 Y RELATIVE V' 0

ONE GAS! INC, NYSF-0c8 PRICE 96.69 RATIO 26.4 (Median:HMF) P/E RATI) 1.47 YLD 2-3 /Om:
THELINESS 3 Loetarne ] EREHEH AR IR it
SAFETY 2 Hewsoi? LEGENDS

= 1.30 x Dividends p sh
TECHNICAL 3 Lowered 20 divded by nlerest Rale 200
- Ae'atve Price Strength 160
BETA .60 (1.06=Markel) Y "22&‘2‘*,23; nticates cecassion e e SR s R

18-Manth Target Price Range {———1— 7 _ "Nm SO SR S FUTY PO 100
Low-High  Midpoint (% to Kid) R A _— 80
$855126  $106 (10%) — ity : &

202325 PROJECTIONS . |— i TTTITLL 40
" Anni Total| - i 30
Price  Gain Return

W 10s  (#10% ° I AT S P % TOT. RETURN 1120

Institutional Declsions { e TS VLARNHS
1021 19 sithbaett STOCK  IhDEX

woy g et 2 T weoronE
Wedmy 008 40275 dodvs | “ded 7 H [I_[_[[m_ﬁ[[[l[[[ﬂﬂ[t Sy 1416 4o [©

The shares of ONE Gas, Inc. began trad- | 2010 | 2011 {2012 (2013 |2014 [2015 {2016 |2017 [2018 | 2019 [2020 [ 2021 | ©VALUELINE PUR. LC[23-25
ing “regular-way” on the New York Stock - -- 3492 | 2062 | 2730 | 2943 3108 3120{ 3250| 33.70 |Revenues persh 40.00
Exchange on February 3, 2014. That hap- . -- 452 | 482 | 543 | 586 | 632| 695 740| 765 |"CashFlow” persh 430
pened as a result of the separation of - . -- 207 | 224 | 265, 802| 325| 351| 265| 385 |Earmings persh A 4.75
ONEOQK's natural gas distribution oparation. . <] B4) 120| 140 | 168 | 184| 200| 216| 232 |DivdsDecldpersh Pu | 280
Regarding the details of the spinaff, on Jan- - 570 { 563 580 6B(| 750|785 | 40| 8.60|CapTSpending per sh 935
vary 31, 2014, ONEOK distributed ane - - 2445 | 3524 | 3612 | 9747 | 9886| 39.95| 4160| 43.35 |Book Value per sh 1960
share of OGS common stoek for every four - -= 5208 | 52.26 | 52.28 | 5231 | 5257 | 53.08| 53.50| 5400 [Common Shs Oulstg C | Z5.00
shares of ONEOK commen stock held by - : 1781 1981 271 R5| 21| 253 sokdfigres are |Avg ANt PIE Ralio %5
ONEQK shargholders of record as of the - e . 840 1007 148 118 125 18| \Velugliee  [Relative P/E Ratio 145
close of business on January 2i. It should el o 23] o | 23] 24% ¢ ok 2sm | SRR g AnniBiv'd Yield 2%
ba mentioned that ONEOK did not retain 18189 | (547.7 | 1427.2 | 1530 | 16387 | 1652.7 | 1740| 1820 |Revenves (smil]) 2200
any ownership interest in the new company. - 1098 | 1190 | #40.0 | 1598 | 1722 | 1867 ] 195 210 |Nel Profit Smill 260
CAPITAL STRUCTURE as of 9/30/1% -- - 38.4% [ 38.0% | 37.8% | 364% | 23.7% | 18.7% | 19.0% | 189.5% |Incoms Tax Rate 22.0%
Total Debt $1680,9 mill, Due in 5 Yrs $300.0 mifl -- -- B.0% | 77% | 9.8% | 104% | 105% | 113% | 11.2% | 11.5% |Net Profit Margin 11.6%
LT Debt $1285.8mill. LT Interest §75.0 mil. - B 40.1% | 30.5% | 38.7% | 87.6% | 385% | 36.0% | 38.0% | 38.0% |Long-Term Debt Radlo | 38.0%
{LT interest eamed: 5.4x; tofal interest o o N 2 o 5 " I . "
coverage: 5.4x) |- | 999% | 605% | 61.3% | 620% | 614% | 620% | 62.0% | 62.0% |Common Equity Ratio | 62.6%
Leases, Uncapitalized Annual rentals $6.3 mill, - 26853 | 30429 | 3080.7 | 31535 | 33283 | 3415| 3500 3775 {Total Capilal {Smill} 4400
Pfd Stock Nors - 32037 | 3511.9 | 3731.6 4007.6 | 42837 | 4565 4790 5020 |NetPlant ($mifl} 5700
Pension Assets-12/18 $814.1mill, - - 4% | 47 | 52w | 5% | 59% | 65%| 68%| 65% |Relura on Tetal Capl 4.6%
Common Stock 52’737,‘?7*’3"59@950-5 il S BT | 6% | 74% | 02% | 4% | 90% | 00% | 00% [RelumonShr Equly | 6.5%
as of 10:21/10 - i el BA% ) 65% | 74% ] 82% | 84%| 80%| 90%| 90% |ReturnonComEquity | 9.5%
HARKET CAP: $5.1 billlon (Large Cap) - SUTRFL T LI% | 35% 1 3% | a7% | 40% | 35% | 3.5% |Retainedto Com Eq 0%
CURRENT POSITION 2017 2018 9430/19 -- -- .- -- 40% 53% 52% 55% 56% 57% 58% 60% {AHDiv'ds to Net Prof 59%
caliLl) 144 213 {25 | BUSINESS: ONE Gas, lnc. provides natural gas distrioulion serv-  Gusial, 10%; wholesale & public authorty, 1%. BlackFlock owns
Other 574.6 5220 3771 | fces 1o over two million customers. It has ihvee divisions: Oklahoma  approximately 11.9% of common steck; The Vanguard Graup,
Current Assels 589.0 5433 3837 | Nalural Gas, Kansas Gas Senvice, and Texas Gas Service. The 8.9%; T. Rowe Price Associates, 8.5%; officers and directers, less
Accis Payahle 143.7 1745 62,6 i company purchased 180 Bef of natuzal gas supply in 2018, com-  than 1% {4/19 Proxy). GEQ: Pierce H. Norton 1. Incorporated; Ok-
Debt Dug 357.2 2895  385.0 | pared to 137 Bef in 2617, Tolal volumes delivered by customer {fis- lahoma, Address: 15 Fast Fifth Street, Tulsa, Oklahoma 74103.
Other 1724 2349 2202 | cql 3048y tanspartation, 56%; residential, 33%; commercial & in-  Telephone: 918-947-7000. Internet YAV, ONEQAS.COM,

Gurrent Ligh, 6733 6989 6778 — " " -

Fix. Ghg. Cov. 774%  877%  705% gI%E axglclpftte ?I rise in %ainr:gmgsi f(;l- E}{:rcentage of tfiunds allocated to where

e as, Inc, this year. That eught to ey are currently,

ﬁfﬁﬁg':lfpm;fs 13?;?:, 5P \?,s: Esttoqz;.%sm be brought about partly by the benefit of The quarterly common stock dividend
Revenugs -- == 45% | new rates. Another positive is a subdued was recently hiked 8%, to $0.54 a
Eg?gi?}gsl""" - i 83% | effective income tax rate. Weather- share. That was made possible, of course,
Dividends - -~ §0% | novmalization mechanisms should assist, by ONE Gas’ solid capital position. Pur-
Book Value . --40% | too. Depreciation & amortization expense thermore, our 3- to 5-year projections show

Cate QUARTERLY REVENUES (3 milk) Full stands to increase some, but this ought {o th‘at additiqnal steady increases in t_he dis-
endar [Mardt Jun3D Sepd0 Dec31| vear | Yeflect necessary capital investments. At tribution will occur. The payout ratio dur-

2017 (5504 5707 2474 4624 1163gg | Phus juncture, the bottom line might well ing that period ought to be in the neigh-

2048 (6365 2025 2383 4644 (16337 | advance around 4%, to $3.65 a share, com- horhood of 60%, which is reasonable.

219 {6610 2905 2486 4525 |igs27 ] pared to our 2012 figure of $3.51. If opera- Nonetheless, the dividend yield is not

2020 (700 320 255 465 [1M0 | ting margins widen further, we look for spectacular when measured against those

204 (730 350 265 475 [1820 | next year’s share net to grow an additional of other companies within our Natural Gas

Cal- EARMINGS PER SHARE A fuil | 6% or so, to $3.85, ) Utility universe. .
endar {Mar31 Jun30 Sep.30 Dec3!| vear | Capital spending (including asset The stock has been riding high these

2017 | 134 a0 36 @3 | aop| removal costs) in 2020 is expected to days. We think that price move is attrib-

2018 | 172 39 3 831 325| be approximately $475 million, This utable, to a certain extent, to investor ex-

2019 | 1.76 A5 33 96 | 351 would be modestly above the previous pectations of higher profits for ONE Gas

2020 | 142 .51 .37 .95 | 365 year’s level of $465 million. Roughly 70% this year. Other mentionable characteristi-

2021 | 167 86 43 99 ¢ 385| of the expenditures is being deployed to es include the 2 (Above Average) Safety

cal- | QUARTERLY DIVIDEHDSPAI ®x | gy | System integrity and pipeline replacement rank, good Price Stability score, and
endar {Mar31 Jun30 Sepdd Decdt| Year | projects. It seems that corporate finances worthwhile appreciation possibilities in

016 | 2 35 .35 35 | 14p| @re quite adequate to make these initia- the 18-month period. But capital gains

2017 | 42 42 42 42 | 1gs| tives possible. Notably, management looks potential over 2023-2025 is nothing to

248 | 46 A6 46 46 | 1.84[ for that figure to come In befween $475 write home about. Meanwhile, the Timeli-

2019 50 50 50 50 | 200! million and $525 million annually over the ness rank sits at 3 (Average).

2020 54 2020-2024 horizon, with about the same Frederick L. Harris, Il February 28, 2020
(A) Diluled EPS. Excludes norvecurring gain: | {B) Dividends historically paid in early March, Comﬁany'§ Financial Strength A
2017, $0.08. Next earnings repert due early | June, Sept, and Dec. » Dividend reinvestment Stock's Price Stabllity 95
May. Quarterly EPS for 2018 don't add up due | plan. Direct stock puschase plan. Price Growth Persistence 90
1o rounding. {C) In millions, Earnings Predictabilily 95
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SOUTH JERSEY INDSl NYSE-sul PRICE 32.30 RATIO 21.0 (l.!ediargl:m.ﬂ) PIE RATIO 1.17 YLD 3:7 /\') LINE: -
THELNESS 3 waseorovts | IOV 041 4] 5207 5207 21| 2081 201 He| 4l ser) sis o Toss | bosq a0se
SAFETY 2 Lowesity | LEGENDS

e 0.0 x Dividends p sh

TRCHNICAL 4 Lowered 122279 dhudad by Ineres Rie 80
BETA 80 [1.00=Market) Sor it e T uerah 60
s Sderd 50

N Options: Yes =
18-Month Target Price Range ded area indCates recession # ] SRR L N bfooobhok Soluolle 40

: g S T — L Ll 7] IR Y Y D D ettt fefafaielet
;:;vg?h Ps.gg;:o;;%)(f{aiumid) 1 — """'{.‘.{“‘-.,."". TR "'"n.'}, Tt i L L gg
5 5% R R 20
272325 PROJECTIONS T ] o . 15
A Total e, o F T 10 T Lo o™ o™ T o, |

) Price  Gain  Return |.-oi]: TR 10

pu L ? " % TOT. RETURN /20 [
Institutlonal Decislons 1 THIS VL ARTES

10018 2 " STOCK INDEX

toBuy 012?3? mﬂ“? wf?}‘? SP;,E;?S;" :g‘ i[hl I M| X il |V I ;g: ;3 ;S; |
ﬁggcm} r65i9 7740 77370 | "0 5 JIHITHIT Sy. 288 40 [
2004 | 2005 | 2006 | 2007 [ 2006 | 2009 2010 | 2011 {2012 [2013 [2014 |2015 (2016 (2017 | 2018 [2019 [ 2020 [ 2021 | ©VALUE LINE PUB. LLC[23-35

14757 1589 | 1588( 1635 16.18| t419| 1548 1371 1116 1118 | 1288 | 1352 | 1304 | 1563 | 1920] 7755| 18.00; 16.80 |Revenues persh 21.85

1.22 125 1,75 160 174 186 210( 223 234| 248) 287 | 242 287 21 2.91 215) 275 3.05|"CashFlow" persh 385
19 B8 123 1.05 1441 118 135 145 152 152 157 144 1.34 123 1.38 Lo} 160 180 |Earnings per sh A 250
A A3 A5 .51 56 B 68 75 83 .90 95 1.02 1.06 1.10 IAET AL 120 125 |Div'ds Decl'd persh Bu 140
134 1.60 125 R 1.04 183 279 320 401 484 501 487 | 350 | 343 36%( 540 596| 645 [Cap'l Spending per sh 7.85
620] 675; 7.55| 842) 867| 942] 954 1033; 163§ 1264 | 1365 1462 | 1622 | 1499 | 1482 | 1675 1695| 17.90 |Book Value persh© 21.30
5552 5796| GBE5| 5822 | 5946 5350 5975| 6043 | 6331 6543 | 6833} 7007 | 7048 | 7955 | 8551 | 9300 | 9500 97.00 |Common Shs Oulsty © | 102.00
14.1 1661 119 172 159 159 168 164 16.9 891 180 9| 217 279 28 28.8 | Bokt figlres are | Avg Ann'l P/E Ratio 150
74 B gill a1 96 1.00 107 f.i5] 1.08 1.06 85 S0 1141 140 122 157 Valug Line Relalive P/E Ralio 30

37%| 30% | 2% | 28% | S1% | 34% | 0% | 28% | 32% | 3% 34% | 38% | 36% | 42% | as%) are] S Aug Anwl Divd Yield 35%
CAPITAL STRUCTURE as of 8/30/i8 8251 8286 7063 | 7314 | 8820 | 959.6 (10365 [ 12431 | 164131 1630 1710 1825 |Revenues ($mill} 2200
Total Debt $3174.()’mill. Due In & Y3 S1623_mi||- 8i.0] 870 933 9.1 [ 1040 99.0 | 1028 981 ¢ 1162 100 150 175 iNet Profit {Smill) 255
LT Debt 520228 mill. LT Interest §75.0 mil. 2% | 224% | W08% | --| - | 59% |420% | -- | 42.0% | 22.0% | 21.0% | 27.0% lincome Tax Rale 21.0%

8.8% | 10.5% | 18.2% | 13.3% | 11.7% | 10.3% | 99% | 7.9% { 7% | 6% | a&8% [ 96% iNe!Profit Margin 11.6%

Leases, Uncapltalized Annuai rentals $.8 milf, 374% | 40.5% | 45.0% | 45.1% | 48.0% | 49.2% | 36.5% §48.5% | 62.4% | 57.5% | 57.5% | 57.5% Long-Term Debt Ratio 56.0%
Penslon Assets-12/18 $287.2 mi. 62.6% | 59.5% | 55.0% | 54.9% | 52.0% | 50.8% | B1.5% | 51.5% | 376% | 425% | 42.5% | 42.5% |Common Equity Ratlo | 44.0%
Oblig. $402.2 mil. 1 910.1 | 16483 | 13376 | 1507.4 | 17919 | 20439 [ 5097.2 | 23154 | 99789 | 9550 | 3810 | 4085 |Toial Capltal (Smill) 4925

Ptd Stock Noma 11933 | 13524 § 1576.0 | 1859.1 | 21340 | 24481 | 26228 | 27002 | 36535 | 4100] 4506 | 4850 |Net Plant ($mil) 6000
Commen Stock 92,492,876 shs. O5% | 8U% | 74% | 68% | BA% | 54% | 54% | 5.1% | 44% | 40% | 50% | 5.5% |Relumon TolatCapl | 6.0%
as of 11111HQ 142% | 138% | 12.7% | 18.7% | 11.2% | 9.5% | 8.0% | 82% | 92% | 65% | 9.5% | 10.0% |Returnon Shr, Equity 11.5%

142% | 138% | 127% | 11.7% | 11.2% | 986% | 8.0% | 82% | 92% | 65% | 95% | 10.0% {Return on Com Equity 11.5%

MARKET CAP: $3.0 biillon {id Can) 7A% | 6.7% | 58% | 484 | 43% | 28% | 1.6% &%y %] NMF| 20%| 3.0% |Relainedio ComEq 5.0%
CURsI?ELIET POSITION 2017 2018 9/30/19 50% | 52% | B5% | 69% ¢ 1% i % | 80% | 89% 82% | NMF) 78% | 69% |All Divids to Net Prof 56%
Cash Assets 7.8 30.0 4.6 | BUSINESS: South Jersey Indusinies, Inc. is a holding company.  Jersey Exploration, Marina Enaergy, South Jarsey Energy Service
Other 431.2 6332 4005 | Dist. natural gas (o approx. 685,000 customers in New Jersey and  Plus, and SJ1 Midstream. Has abot? 1,100 employeas. OF.fdir. own
Current Assets. 4350 663.2  405.1 1 WMardand. Soulh Jersey Gas rev. mix '18; residenlial, 46%; com  lass than 1% of cormmon; BlackRlook, 14.9%; The Vanguard Group,
ggtgts[ijégable E%-g 13533 1%&133 merclal, 22%; cogen. and eleclic gen., 13%; incustral, 19%. Acq.  10.9% {3/19 pioxy). Fres. & CEQ: Michael J. Renna. Chairman:
Other 188.0 1659 2108 | Efizabethiown Gas and Elkton Gas, 7/18. Nonutil. cperafions in-  Wallar M. Higgins Il Ine.; NJ, Addr.: 1 South qgrsey }?iaza, Folsom,
Current Liab. 8831 1580.8 16078 | clude South Jersay Energy, South Jersey Resources Group, South N 08037, Tel.: 609-561-8000. Intarnst: wwav sfindustries.com,

Fix. Chg. Cav. 7% 112%  85% | Shaves of South Jersey Industries natural gas in its service territories. Infra-
ANNUAL RATES  Past Past Estd’16-18| have traded in a fairly narrow range siruciure replacement programs allow this
ocangefpersh)  10¥s.  5¥is. 1022 | gyer the past three monihs, The compa- business to earn an authorized retwrn on
ﬁggg{]“,‘;‘fg‘,' 5.0% gl'go,’,f g_‘go'/f ny posted unimpressive performance for investment. We anticipate some improve-
Earnings 15% -25% 95% | the third quarter, and we expect mixed re- ment on the nonutility side, too, though
Dividends 84%  B80%  35% | gults for the December period. Scuth Jer- unevenness may well persist in the near
Book Valus 65% 60% 50% | goy was sel to report earmings for the term. Efforts by the company to control op-

Cal- | QUARTERLYREVERUES(mil) 1 run | fourth quarter the week after this Issue erating expenses ought to support profita-
endar {Mardt Jund0 Sep3) Decdi) Year | went to press. For full-year 2019, we os- bility. The transition to a more-regulated

2017 14268 2444 2271 458 112431 | timate a slight top-line decline, but that operation will likely bear fruit in the years

2018 15219 2273 3025 5896 |1641.3| earnings per share of $1.10 will come in ahead.

2019 16373 2669 2612 4646 (1630 | well below the previous-year tally. This stock is ranked to track the

2020|650 275 285 800 1710 | The company has announced the sale broader market averages for the com-

202 1650 200 310 835|182 | 4f jts Marina Thermal Facility to DTE ing six to 12 months. Looking further

Cak EARKINGS PER SHARE A Ful | Energy Services for $100 million in out, this equity offers decent, but not out-
endar_|Mar31 Jun.30 Sep30 Beedl| Year | cash. The proceeds were to be used to standing, risk-adjusted long-term total re-

207 | 72 08 dd5 50 | 1.23| repay debt. This move reflects South Jer- turn potential. The dividend yield is fairly

2018 [ 119 07 427 39 | 138( sey's sirategy to increase focus on its core Thealthy, and we expect that revenues and

2019 1 109 413 430 M| L0 speralions. earnings will continue to rise in the years

2020 | 120 05 435 50| 180 We project higher revenue and a ahead. On top of that, South Jersey earns

2021 | 126 .0 d10 A5 | 180 strong share-net rebound for the cur- good marks for Safety and Price Stability.

Cal- | QUARTERLYDIVIDENDSPAIDBm | rgpy | yent year. Growth should continue there- Volatility is subdued, as well (Beta: 0.80).
endar |Mard! Jun30 Sep30 Decdi| Yesr | after, driven primarily by the company’s Conservative, income-oriented investors

2016 | -- 264 264 536 | 1.06| regulated businesses. The utility operation may find something to like here. That

17 | -- 213 2713 553 | 110| ought to further benefit from expansion in  said, a pullback some time down the road

2018 | -- 280 280 567 | 1.13| the customer base. Infrastructure invest- may offer subscribers an even more-

2019 .. 287 287 582 | 116| ments to upgrade its system should allow advantageous entry point.

2020 South Jersey to meet growing demand for Michael Napoli, CEA February 28, 2020
{A} Based on ecanamic egs. from 2007. GAAF | nanrecur, gain (fess). *08, $0,16; '09, (80.22); | May. {B) Div'ds paid early Apri, July, Ocl., and | Company's Financlal Strength B++
EPS: '08, $1.26; '09, $0.87; "0, $£.11; 11, 10, ($0.24); '14, $0.04; '12, (50.03); *13, late Dec. m Div. refnvest. plan avail, {C} Incl, Stock’s Price Stability 80
$1.49;'12, $1.48; '13, $1.28; '14, §1.46; 15, $0.24); *14, (80.1}; 15, 30.08; "16, $0.22; 17, | reg. assets, In 2018: $863.0 mill., $7.75 per Price Growth Persisience 20
$1.52; 16, $1.56; 17, ($0.04); 18, §0.21. Excl. §$1.27);'18, ($1.17), Neod egs. rpt, due early | shr. ([3) I mill, adj. for split. Eamnings Predictability 80

kind.
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i 2 1 STCCK {HDEX

Wy 15 o is3 porcent 1% T . - 1y A0 71 [
to el i15 141 122 | Vraded g ] | dyr. 12 199 |
HiEs(0) 44254 45661 45864 Sy 4041 4.0
2004 ) 2005 | 2006 | 2007 ] 2008 | 2009 [ 2010 [2011 (2012 [2013 |2014 |2015 12016 ;2017 12018 12019 | 2020 [2027 | ©VALUE LIHEFYB.LLC[23-25
40141 4359 4847 5028 48531 4200| 40408 | 4107 4977 | 4208 | 4561 | 5200 5182 | 5300 | 5431 S63F| 57907 5975 |Revenues persh 65.40
557 b5.20f 597 6.2 576 B16| b4B! 681 773 824 | 847 862 929 883 814, 820 978 10.50|“CashFlow” persh 13.25
188 125 1.08 1.95 1.39 194 227F 243 285 3N 301 292 318| 3e2 368 3757 410( 450 [Eamningspersha 6.00
B2 82 82 86 80 95 100 1.06 1.18 1.32 146 182 1.80 198 208 218 230| 240|DividsDecldpersh Bajl 275
823 749) 827 786| 679 448 473 828} 857| 786 853 1030 ] 1115 | 1297 | 1444 1725 18.46| 19.50 [Cap'l Spending per sh 21.55

1918 1910 21.58| 2288 2348 | 2444) 2562 | 2666 | 2835 3047 | 3195 | 3361 | 3503 | 3774 | 4247 | 4545| 48.25| 51.25 |Book Value per sh 62.30

96,797 3933 4177 4281 4418 ] 4509 d4b56| 4596 4615 4636 | 4652 | 4708 | 4748 | 4800 | 5303 | 55.00[ 57.00| 59.00 |Common Shs Outstg © | 65.00

1431 206 159 173 203 122 140 5.7 150 158 179 194 | 216 222 266 | 202 | Boidtigies are | Avg Ann'f P/E Ratio 16.0
76 110 .86 82 122 81 89 98 85 89 94 98 1.13 112 1.14 1.1 Valug Line Relative PIE Ratio 40

35% | 32% | 26% ) 26% | 82%| 40%| 32% | 28% | 28% | 27 ¢ 2 | 20w | 26% | 25% | 2| 29| VRS avg Ann'iDivd Vield 2.9%
CAPITAL STRUCTURE as of 9/30/19 18304 | 1887.2 | 1927.8 | 1950.8 | 2121.7 { 24636 [ 24605 | 25488 [ 2880.0 | 3160 3300 3525 {Revenues ($mill} 4250
Tota] Debt 52530.a.mitl.bue in 5 Yrs $869.1 mill. 1035 1123 | 1333 | 14530 1411 1383 ¢ 16520 | 1738 1 1823 205 230 260 | Ned Profit {$mill) 380
LT Debt 52462.¢ mill. LY lmeresd S100.0 mill.  —ag7e 1 5r 50, 3509 | 35.0% | 36.7% | 364% | 0% T928% | 25.5% | 21.0% 1 210% | 21.0% |incoms Tax Rate 21.0%
(Total nterest coverage: 8.6)  (S0% ICaM) | oo | “hom | 9% | 7% | 67% | 56% | 62% | 68% | 63% | 66% | 70% | 7.4% |Net Prolit arg ;
Leases, Uncapitalized Annual rentals $11.0 mill, TLH W : : d L et | O - i : : ft1iargin 8.9%
Penslon Assets-12/18 $838.8 milk. 481% | 43.2% | 48.2% | 484% | 524% | 40.3% | 48.0% | 46.8% | 40.3% | 50.0% | 48.5% | 47.0% |Long-Term Deb! Ratio 43,5%

Oblig. $1186.9 mill. 50.9% | 56.8% | 50.8% | 506% | 47.6% | 50.7% [ 51.8% | 50.0% | 51.7% | 80.0% 1 51.5% | 53.0% [Common Equity Ralio 56.5%

Pfd Stock None 22917 | 21559 | 25769 | 27037 | 31238 | 31435 | 32935 | 36133 | 4359 5000| 5950 5725 |Total Caital {Smill} 7150

30724 | 32189 | 33438 | 3486.1 | 36584 | 38911 | 41320 | 45237 | 50932 | 5450 | 5850 | 6150 {Nel Plant {$mill) el

Common Stack 54,626,240 shs, 6.1% | 64% | 64% | 63% | 5.7% | 55% | 58% | 58% | 5% | 50%| 55%| 55% [RelumonTolalCapl | 60%

as of 10f3119 89% | 92% | 102% | 103% | 95% | 87% | 01% | 96% | 81%| 6.0%| 65%| 85% |Relurnon Shr. Equity 8.5%
89% | 92% | 102% | 10.5% | 95% | B7% | 91% | 96% | 81%| £0%| &5%| 85% |Returnon ComEquily 35%

MARKET CAP: $4.3 billian (Mid Cap) 5% | 53% ] 61% | 61% | 50% | 40% | 47% | 45% | 36% | 35%| 35%| 4.0% |Retainedfo ComEq 50%
CURWIERT POSIFION 2097 2098 943019 43% | 43% | d0% | d1% | A7% | B4% | BB | 83% 55% 1 S56% | 57% | 54% |AlDiv'dsio Net Prof 7%
Cash‘Asslets 43,8 05.4 28.5 | BUSINESS: Southwast Gas Holdings, Inc. is the parent holding transportation, 12%. Total throughpul: 2.2 billion therms. Has 8,632
Other _6134 7544 7369 company of Soulhwes! Gas and Cenluri Consluclion Group. employess. Off. & dir. own .8% of common stock; BlackRock Inc.,
Current Assots 657.0 8398 765.4 1 Southwwest Gas is a regulaied gas distrbutor serving about 2.0 mi-  11,7%; The Vanguard Group, fac., 10.1% {3119 Proxy). Chairman;
gof]ls[;’ayabfe gggg 51232(1) 123'3 lior: customers in seclions of Arizona, Nevada, and Califorria. Michael J, Melarkey, Presidert & CEO: John P. Hester. Inc.. CA.
O?hér ue 3478 5045 5250 | Centurd provides constniction services. 2018 margin mix: residential - Addr.: 5241 Spring Meuntain Road, Las Vegas, Nevada 89193, Tel-
Current Liab, 8159 9388 7854 | and small commercial, 85%; larga commercial and indusirial, 3%;  ephone: 702-876-7237. Intemnatl: v swgas.com,

Fix. Chg. Gov. 415% 370%_ 346% | Shares of Southwest Gas have utility depends on such approved revenue
ANNUAL RATES Past Past Estd’16°18! remained in a holding patfern since increases to offset rising costs and allow it
dchange(porsh) - f0¥rs,  SYis. W05 | gur November review. The company to earn a satisfactory return on capital in-
ﬁgggﬁ‘ﬁg\.) ;“8{,:‘)’ g:gc;f;u g_'gé reported mixed vesults for the third vestment. Elsewhere, Southwest’s utility
Earnings 70% 45% 80% | quarter. The top line advanced nicely for infrastructure services eperation will prob-
Dividends 85% 108%  50% | the period, though greater operating ex- ably continue to perform well. This busi-
Raok Vakie 58% 60% 70% | nenses and a significantly higher income ness should be able to capitalize on the

Cal- | QUARTERLY REVEHUES i§ mill) Full | tax rate constrained earnings per share. need for utilities to replace aging infra-
endar |Mardt Jund0 Sep.d0 Decdt| Year | Healthy revenue growth probably contin- structure. It has a healthy base of large

2017 18547 5605 5932 7404 25488 | ued for the December period. The compa- clients, many with multiyear pipeline re-

2016 | 7543 6709 6681 7867 128800 | ny's natural gas operations and its utility placement programs,

2019 18335 7130 7252 8283 (3100 | infrastructure services line have fared rel- This stock is ranked te trail the

20 850 775 780 885 13300 | atively well lately. We anticipate a more broader mavket averages for the com-

2021 1910 825 840 950 135X | faverable bottem-line comparison, as well, ing six {o 12 months. We project decent

Cal- EARNINGS PER SHARE AD Full | assaming greater cost control. Southwest top-line gains and that share net will rise
endar ;Mar31 Jund0 Sep.30 Dec.dl| Year| Gas was set to report earnings for the a bit faster over the next few years, How-

2047 | 145 a7 21 158 | 362) fourth quarter the week after this Issue ever, this appears to be partly discounted

28 { 183 A4 25 138 | 368 went to press. by the recent quotation, and long-term ap-

09 177 4 W0 17 | 375 We anticipate moderate growth for preciation potential is not particularly

2020 1 190 45 15 160 | 410 the company from 2020 onward. South- compelling. Moreover, the stock’s dividend

2021 | 205 .80 .20 175 | A50| \weqps utility operations ought to further yield does not stand out for a utility. A fur-

Cal- | QUARTERLYDMVIDERESPAIDEaf | Fui | henefit from an expanding customer base. ther selloffl in the future may offer conser-
endar |Mar31 Jund0 8epd0 Becdl] Year | Tnvestments to bolster the safety and vative investors a move attractive entry

2016 | 405 450 450 450 | 1.76] reliability of its gas distribution system point. Southwest Gas earns favorable

2017 | 450 495 485 495 | 1947 should support growth here. Southwest marks for Price Stability, Growth Per-

2018 | 485 520 520 520 | 208| Gas currently has rate cases in several sistence, and Barnings Predictability. Vol-

W9 | 50 545 85 545 | 298| regulatory jurisdictions, which will proba- atility is below average, too.

2020 bly be decided in the curvent year. The Michael Napoli, CFA February 28, 2020
{A) Diluled eamings. Excl, nonrac. gains Decembar, &} Divd reinvesimeni and stock Company’s Financial Strength A
{lozses): '02, (10@?; '05, {11¢); '06, 7¢. Next purchase plan avail. (C} in milions. Slock's Price Stabliity 85
o5, report due carly May. {B] Dividends hisier- | (D} Tolals may not sum dus to rounding. Price Growth Persistence 75
ically paid eady March, June, September, and Earnings Predictability 90

for generating of marketng any proted or elsctronc pulfealion, senics or product,
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RECENT PEE Trating: 25.4 Y[ RELATIVE o
SPIRE INC, NYSE-sR PAICE 87-60 RATIO 23.1 (Mediar?: 18‘0) PIE RATIO 1.28 ¥ib 2.9%
TWEUNESS 3 wwesssaote | MO 18] 9781 28| 40 dpe) fe2) G101 1Al B29) Y] o) sag Target Price Range
SAFETY 2 Resed 5010 LEGENDS
—— 1,00 x Dividends p sh 128
TECHNICAL 4 tonered 2p820 divdad by Interes! Hale SEREEE A B s EEE
-+ -+ Relative Price Srength i
BEFA 60 {1.00= Hharkel) O ndfuates racession T T L . ELLLEE S 80
18-Month Target Price Range [——1——— ] T il o4
Low-High  Midpeint (% fo Mid) ———— el 48
$785111 486 {10%) FETITICEE S Ll A 30
707335 PAOJECTIONS ] E— ; 24
Ann'l Tofal} oo B R A ol | e Fmy
Price  Gain  Relum sl 9 PO b i 2" era 15
G
R .
Institutional Decislons =l | | - TOT‘TEEU%JJN;
. 44 STOCK (RDEX
taBuy T e s Porcent 18 i 1 11 o — 1w 84 7t [
1o 5l 114 131 17 | raded 5 dyr. 420 1.9
HEfs(0i) 40023 40622 41800 H]ﬂd“ﬂ]]]m]ﬂﬂ ”_" ]HIH 5yr. 834 41.0
2004 | 2005 ] 2006 [ 2007 | 2008 : 2009 | 2010 | 2011 [2012 [2013 [2014 [2015 12016 [2017 |2018 | 2019 | 2020 | 2021 | © VALUE LIE PUB. LLC]23-25
59.59 | 7543 | 93.51| 0340 10044 8540 | 77831 7148 | 49901 3110 3768 | 4550 | 3388 | 3607 3676 | 3030 3790| 20.05 |Revanues persh A 58.20
279 298| 81| 387| 422 4560 411 462 438| 392| 387 615] 616 654] 785 712| 760 805 |“CashFtow” persh 9.75
182] 1907 237| 231 284 292 243| 288) 279 202| 235| 316 324| 343 433 352| 3289 405 |Eamningspersh AB 515
135) 187 | 140 45| 49| 183| 57| i) ies| 10| 176| 184| 1e8| 210| 225| 237] 249| 261 |DivdsDeckdpersh o | 3.00
245| 28| 287 272 257| 23] 256| 307{ 483| 400 039 | 668 | 642| 00d| 986 1615f 1L75| 1200 |CaplSpendingpersh | 15.00
1696 | 7.31] 1885) 1979 2012 | 233%{ 2402 | 2556 | 2667 | 3200 3493 ) 3630 | 3873 | 4126 | 4451 | 4514 5400| 5855 |Book Value persh P 7200
20088 2117 2136 2165 | 2199| 2207| 2225 | 243| RS | 3270 4338 | 4336 | 4505 | 4B.26 | 5067 | 50407 52.00| 52.50 |CommonShs Outslg E 5500
B7 162 BE| 42| WA W4 A7 36| 145 [ 203 | 198 165 | 106 | 188 | 167 | 208 | Holdfglies are [Avg AR Balio 205
83 86y 73| 5| 86| 89 87| 2| 92| 120 04| 83| 103] 100 99 124| |Valoeliee  |Qelative PE Ratlo 1.15
A% 44% | 43% | 44% ) 9% | 30% | 47| 4% | 43% | 40% | 38% | 35% | 1% | Ar% | 84% | 30%| T {Avg Ann'EDIvd Yield 2.9%
CAPITAL STRUCTURE as of 12/31/18 1735.0 | 1603.3 | 11255 | 1017.0 | 1627.2 | 19764 | 1537.8 | 1740.7 | 1965.0 | 19524 | 1670 | 2050 |Revenues ($mill) 3200
Totel Debt $5048.8. mill. Due n 5 Ves 7250 mil | 540 | 638| e26| 528 | 846 1969 | 1442 | 1616 | 2142 | 1646 |  200| 298 |Net Profit (Smil) 285
ge{;f‘i’n‘lﬁf“?‘-“vm"'- ,?1'“‘9’95‘ $1200mill. Ry | a14% | 206% | 2500 | 576% | S1.2% | 246% | 424% | 324% | 15.7% | T6.0% | 17.0% |incoms Tax Rate 285%
ast caverage: 3.1%) 1% 40% | 56% | 52% | 52% | 69% | 04% | 09% | 109% | 95% | 10.2% | 10.5% |Net Profit Margin 8.9%
40.5% | 388% | 36.1% | 468% | B51% | 53.0% | 50.9% | 50.0% | 45.7% | 45.0% | 48.0% | 47.0% |Long-Term ekt Ratic | 45.0%
Leases, Uncapitalized Annual rentals $8.2 mill, 59.5% | 61.1% | BI9% [ 534% [ 44.9% | 47.0% | 49.1% | 50.0% 1 54.3% | 55.0% | 52.6% | 53.0% |Commor Equily Ratio 55.0%
Pension Assels-9/19 $521.8 miftlsb“ $751.4 mil 5309 | 9377 | 941.0 19590 | 33504 | 334517 | 36013 | 36863 | 41555 | 46256 | 5400 5600 | Toial Capital (§mill} 7200
Pid Stock S2420mil. P Dlv'g Sl 884;1 8287 | 1040.8 | 17765 | 27507 | 29412 330%9 36852 | 36705 | 43520 4?{0 5160 {Net Piant ($mill : 8500
Common Stack 51,668,070 shs. T4% | 81% ] 78% | 53% @ &1% | BT | 8% | 50% | 63% | 51%| 50%| 5.0% [Relurn on Tolal Capl 5.5%
as of 1/31/20 101% | 11.1% | 104% | 50% | 58% | 87% | 82% | 84% | 95% | 7.3% | 70%| 7.0% |Returnon Shr. Equity 7.0%
10.1% | 11.1% | 104% | 50% | 56% | 87% | 82% | 84% | 95% | 70% 1 70% ! 7.0% |Return on Com Equily 7.0%
MARKET CAP: $4.6 billion (Mid Cap) 36% | 49% | 43% | 0% [ 15T AT 336 | 3% | 47% | 27%] 25% | 25% |Relained to Com Eq 3.0%
CURRENT POSITION 2018 2019 1203149 | o4% | 56% | 59% | 81% | 73% | 58% | 59% | 60% | 51% | B6°% 66% | 65% |AHl DividstoNet Prof 60%

Cash Assets 4.4 58 21.5 | BUSINESS: Spire Inc., lormerly known as the Lacleds Groug, Inc., lated operations: residential, 68%; commerciat and induskial, 23%;
Cther 6552 €087 7549 | i a holding company for natural gas ulitlies, which distribuies nalu-  tansportation, 6%; other, 3%. Has aboul 3,536 employees. Olficers
Current Assels 659.6 6145 7764 | ral gas across Missous, including the cllies of St Lovis and Kansas  and directors own 2.9% of common shares; BlackRock, 15.0%
Accls Payabla 2001 30L5  807.0 City, Alabarlna, and Mississippi. Has roughly 1.7 million customers.  {1/20 proxy}. Qhairman: Edward Glslzbach; CEQ: Suzanne Silher-
Dot Do 7281 7830  5g42 | Acquired Missourl Gas 813, Alabama Gas Go 9/14. Uillity therms  weod. Inc.: Missouri. Address: 700 Markel Streel, St Louls, Mis-
QOthar 3025 3841 3804 | sold and transporied in fiscal 2019: 3.4 bill. Revenue mix for regu-  sour 63101, Tak: 314-342-0500. Intarnel: wnv.spireenargy.com,

Qurrent Liab. 18217 14668 12525 Ghive Ine. got off o a sluggish start in the Spire STL Pipeline. Funds are heing
Fix. Ghg, Cov. 284% 272% 215%%  fiseal 2020, which concludes Septem- used for such things as infrastrueture up-

ANNUAL RATES  Past

Past Est'd't7-'19

ber 30th. Indeed, first-quarter share net

grades at the utilities and new business

pcrange porsh)  10ts,  Slie,  0BE | retreated 6%, to $1.24, velative to the development initiatives. Management
“Cash Fow" 55% 13.0%  55% | year-earlier tally of $1.82. This was par- looks for total spending during the 2019-
[E].af!g‘iﬂgs %g‘,’,’é gg‘? g-g;é tially because the Gas Marketing segment 2023 period to be about $3 billion, which
Boni vaie 0% 8%  Be% | ineurred an unrealized loss of $0.07 a seems reasonable.
e T Tl share on energy-related derivatives, while The quarterly dividend was hiked 5%,
yscal | QUARTERLY REVENUES Bmillje | TUll | 4n o mecal 2019 amount includes a $0.04 to $0.623 a share, Of course, solid
Ends (Dect Mardl Jund0 Sepdb) Year | ooy from that activity, Elsewhere, the finances made that possible. What’s more,
2017 14951 6634 3235 2867 17407} (jas Utility division’s performance was our 2028-2025 projections call for further
2018 1 5618 833'4 35?6 Qggg }gggg slightly better, steady inereases in the distribution. The
gg;g gggg ?’78'2 3%.5'3 gﬁﬂl 1970 Nevertheless, results for the entire payout ratio over that span should be
oooi 508 800 285 275 {2osp | Yyear ought to be higher. The 65-mile manageable, in 60% range. Note, also, that
Fiscal | EARIENGS PER SHARE A9 F Eull Spire STL Pipeline, delivering natural gas the yield compares favorably to those of
Year |no oo Maral Jund0 Sepso| Hisca! into eastern Missouri, has been open for other equities in Value Line’s Natural Gas
Ends {HeCal DALl JumJY SERU| ear | hyysiness since November, 2019. Further- Utility Industry.
017 1 99 238 45 deg 343 more, the company faces a very easy third- These good-quality shares have
gg}g ?gg :2533 dgg g%} ggg quarter comparison. Conseguently, profits climbed sharply since our last full-
2020 | 14 260 51 gss | oap]| may well adv_ance abpx}t 8%, to $_3.8() a page review in Novgn}ber. We think
021 | 130 276 .56 ds7 | 405 share. Assuming additional widening of that reflects market optimism surrounding
UARTERLY DIVIDENDS PAID © operating margins, next year’s share net Spire’s f{iscal 2020 earnings prospects,
cal- | Q " | Pl | stands to rise another 6% or so, to $4.05.  despite the not-so-great first-quarter
endar |Mar31 Jun30 Sep.d0 Decdt] Year| picoa) 2020 capital expenditures are gshowing. But this price action has
2016 | 48 A5 48 46 1 198 apgicipated to be approximately $610 dampened the stock's 8- to b-year total re-
2097 | 5% 552 525 585 | 210 ypiflion, This is significantly lower than turn potential. For now, the Timeliness
gg:g gggg 'gggg gggg gggg gg? the previous-year figure of $823 million, rank is only 3 (Average).
220 | 5oo5 ’ ’ | due, to some degree, to the completion of Frederick L. Harris, III February 28, 2020
{A) Fizcal year ends Sept. 30%h. (B) Based on | duz late April. (C} Dividends paid i easly Janu- | {E) In mifions, {F} Qily. egs. may not sum due | Company’s Financial Strength B+
diluted shares outstanding, Excludes noarecur- | ary, April, July, and Octeber. » Dividend rein- | ta rounding or change in shares oulstanding. | Stecks Price Stability [t]
ring loss: ‘06, 7¢. Excludes gain from discantin- | vestment plan availabie. {D} Incl. deferrad Price Growth Persistence 60
ued oparations: ‘08, 94¢. Next earnings report | charges, In "19: $1,171.6 mill,, $22.99%/sh. Earnings Predictability 65

© 2020 Va'ue Line, Inc. Al righls reserved. Factual material is obta'ned lrom sources be'eved lo be reliable and Is provided withoul waranles of any kind.
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RECENT PIE Trailing: 15.6\1 RELATIVE DIV'D 0
UGI CORPl NYSE-Ugl FRICE 41 ;27 RATIO 14.0 (f.!ediar?: §7.€]) BE RATIO 0.78 YLD 3.1 /0 :
R e R R R A R R S E A Tt £ g
SAFETY 2 Resedsii?4 | LEGENDS
e 150 x Dividends p sh 198
TECHNICAL 3 Raised 20220 dviced by Interes! Rate
+~ Ralatva Prica Stiengih - 95
BETA 75 (1.00=hlarkel) o2 spl 914 - SPYE hulalet NS N S A &0
18-Month Target Price Range ated rea ideales fecession 3 S— T P I R B P e 64
Low-High  Midpoint (% lo Mid) ' LT s s Mt b
§36-565 551 (20%) 1"'..||[|I [NELETN Y 52
2023-25 PROJECTIONS L gt 24
_ hnpl Total T L LTI PO
 Prge  Gain  Return l!g'_‘_l'liﬁpw.u.. RUT I | 16
A R e L L N 2
Low 85 (+38%}) 70% [ —wn il e R T LI F " % TOT. RETURN 1720
institutional Declsions Ty - " TS VLARTH:
s 08 3NN porent 48 il T - T i l S s;(gcal( n;gﬁx
vy Eobe o i i i R oE
Hifs(nn) 139448 148812 160038 | Sy. 260 40
2004 | 2005 | 2006 | 2007 | 2008 | 2009{ 2010 | 2011 [2012 [2013 [ 2014 |2015 [2016 (2017 | 2018 12019 [ 2020 [2021 | ©VALHELINEPUB. ILC] 23-25
24637 3110 380f B424| 4127 3525 05| 3631 | 3856 | 4210 | 47.82 | 3865 | 3264 | 3518 ¢ 4394 3503 3930 40.50 |Revenues pershA 4555
1631 208 205; 2861 2481 282 287] 275) 305 375| 4651 4201 43%| 4m 540 412 5151 565 |"Cash Flow” persh 6.60
Bi .15 140 1.18 1.33 157 1.59 137 117 159 1927 201 20510 229 274 228 295| 3.60 [Eamings per shAB 415
40 43 AB A8 50 .52 .60 68 T 74 19 89 93 85 1.02 1.15 1.36 1.34 |Div'ds Decl'd pershC e 146
a7 1401 1.2 1.39 144 185 21 215 201 2841 284 283 32| 367 330 33 335|345 |Cap'l Spending per sh 355
5431 635 645 B26| 880 978] 1410 | 1179 1321 | 1453 | 1539 | 1555 | 16461 1818 | 2114 | 1827 | 20.15| 2245 |Book Value per sh® 30.15
153.63 | 157.20 [ 158.18 | 159.87 | 161.08 | 162./8 | 16438 | 167.75 | 169.08 | 170.88 | 17273 | 173.12 [ 173,95 {17389 | 174.14 | 269,07 | 210.00 | 270.00 |Common Shs Oulsg ® | 210.00
134 138 140 15.1 133 10.3 109 15.0 16.4 154 158 177 193 208 178 234 | Bont rigyres are [Avg Ann'f PIE Ratio 16.0
Ni| 13 76 80 .80 63 69 94 1.04 &7 83 59 1.0 1.05 46 1.28 Valug Line Relative P/E Ratio 90
37%| 27%| 3.0%| 27% | 29% | 4% | A5% | A% | 4% | 30% | 26% | 25% | 28% | 20% | 21% | 22% | oM Iavg Ann'l Divd Yied 24%
CAPITAL STRUCTURE as of 12/31/19 5RO | 60913 | 6530.2 | 71847 | 8277.3 | 66041 | 56857 | 61207 | 7651.2 | 73204 ¢ 8250 8500 Revenues (Smill} A 9565
Total Debt 36725.1lmi|$.Due in 5 Yrs 52047 mill. 26801 2300| 1884 | 27817 3372 @ 3538 | 2600 | 4085 | 4856 4129 625 765 {Net Profi {$mil)) 885
e ?‘I‘F"tsﬁ*"f-ﬁ i ,5‘0’"““;;‘ sfg7~3,|m"'~ S2.0% | 205% | G48% | 206% | 306% | 900% | B14% | 265% | 265% | 16.6% | 17.0% | 17.0% Income Tax Rale 7.0%
(Total fnterest coverage: 4.0x) (59% of Cap'l A7% | 38% | 39% | a9% | 61% | 53% | 63% | 66% | 69%i 56% | 76%| 9.0% |Net ProfitMargin 9.3%
Leases, Uncapitalized Annual rentals $100.4 mill, 44.0% | 51.6% | 60.0% | 58.7% | 56.4% | 56.1% | 56.9% | 56.8% | 53.0% | 60.2% | 58.0% | 55.5% LODQ-TB!TI'I Deht Ratip 349.5
Pension Assets-9/19 $563 mik. Oblig, $773 mik. 56.0% | 48.4% | 40.0% | 41.3% | 436% | 43.9% ; 43.1% | 44.2% | 47.0% | 39.8% | 42.0% | 44.5% |Common Equily Ralio 50.5%
3256.7 | 4088.0 | 5580.7 | 60347 | 6092.7 | 6133.8 [ 651569 [ 7157.9 | 78270 | 95074 | 10025 | 10610 | Tolak Capital ($mill) 12535
Pld Stack None 30532 | 32045 | 42331 | 1802 | 45437 | 49941 | 52380 | 5537.0 | 56062 | 66878 | 7706 | 8865 |Net Plant ($mill) 18535
Common Stock 208,548,324 shares 10.0% | 74% | 56% | 66% | 75% | 7o | 7o | 7.0% | 77%| 56%| 60%| 70% |RetunonTolelCapl | 7.0%
as of #3120 143% | 118% | 89% | 11.2% | 120% [ 13.9% [ 126% | 12.9% | 13.2% | 108% | 15.0% | 16.5% |Relurn on Shr, Equity 14.0%
M3% | 118% | 8.8% | 11.2% [ 127% | 13.1% | 12.6% | 12.9% | 13.2% | 108% | 15.0% | 16.5% |Relurn on Com Equity 14.0%
MARKET CAP: $8.6 bill. (Large Gap) 80% | 60% | 36% | 61% | 76% | 74% | 72.0% | 75% | 84% | 56% | 85%| 10.5% {Relatnedio Com Eg 9.0%
CUHSI;{{E&T POSITION 2018 2019 128119 38% | 49% | 60% | 45% | 40% | 43% | 45% | 42% 36% | 48% | 46% | 37% |AllDivids to Net Prof 35%
Gash Assels 452.6 4471 3334 | BUSINESS: UG] Corp. operates six business segmenlts: AmeriGas  serving about 1.3 mifion users in 50 states. Acquired remaining
Giher 14355 11191 18136 | Propane {accounted for 24.3% of net income in 2018), UGI inferma-  80% interest in Anlargaz (3/04); Energy Transler Pariners (1/12).
Current Assets 18861 1566.2 1947.0 | tional (18.3%), Gas UNily (20.7%), Midstream & Markeling (27.4%), Vanguard Group owns 10.6% ef stock; Blackrock, 10.3%; O
Accls Payable 561.8 4368  58B.3 | ang Gomp. & Olher (8.3%). UGH Ulilites diskibutes natusai gas and  ficersidirectors, 2.2% (12/19 proxy). Has 12,800 empls, President &
et Due 2504 204 BOT3 | elecuicity to over 655,000 cuslomers mainly in Pennsylvania; 26%-  CEC: John L. Walsh, Inc.: PA. Address: 460 N, Guiph Rd., King of
Current Liab, 17551 D0P60 73015 | owned AmeriGas Parners is the fargest US. prapane marketer, Prussia, PA 19406, Tel 610-337-5000. Infernel: wwnvugicorp.com,
Fix. Chg. Cov. 445%  445%  450% | UGI Corp. posted mixed fiseal first- from the incremental contributions of the
ANNUAL RATES  Past Past Est'd’17-19] gquarter financial results. On the AmeriGas Propane acquisition. Meantime,
%‘ change {per sh) wgf;-o/ 5;"5-0/ 2% 1 downside, the top line fell signmificantly the TJGI International, Midstream &
meae Flow onee Bk 3% | short of our estimate. The sharp drop in Marketing and UGI Utility arms should
Eamnings 60% 95% 95% ; commodity prices, coupled with warmer- alse be nicely additive to overall opera-
Dividends 5% 7.0%  £0% 1 than-noymal weather patterns across the tions. Capital expansion projects, like the
Book Value 80% 60% 80% | hulk of UGPs service territory, weighed on  recent completion and in-service place-
Fiscal | QUARTERLY REVENUES (S mill) A fulli| revenues, which declined 8.8% on a year- ment of the Auburn IV project back in No-
Ends |Dec3t Mardl Jun3) Sepdd| 'Vear | over-year basis, to $2.007 billion. On the vember will lkely aid overall system
2017 [1680 2174 1153 1114 | 6120.7] upside, this was the first quarter that had throughput and help to offset warmer
2018 12125 2812 1441 1273 | 76512 the full benefit.of the AmeriGas and CMG weather patterns. Finally, we are intro-
2019 12260 2606 1364 1150 [ 73204 mequisitions. Additionally, although the ducing our fiscal 2021 top- and hottom-line
2020|2007 2690 1785 1568 | 8250 | Arop in commodity prices will have a nega- estimates at $8.5 billion and $3.60 a share,
2021|2070 2950 1845 1635 | 8500 | yive impact on the top line, it does benefit respectively
Fscal | EARNINGS PER SHARE A 8 FUl | margins by reducing cost of goods sold at The overall financial position has
Engs {Dec.3! Mardl Jun30 Sep3d| 'veor | the same time. That metric fell 14.6% as a softened a bit. During the first quarter,
2017 81 131 08 d02 | 2729| percentage of revenues. iven after a sharp cash reserves fell more than 25%, to
2018 1 101 169 00 4051 274/ yise in shave count due to reeent acquisi- $333.4 million. At the same time, the long-
019 ¢ 81 143 13 40| 238 yigns, UGIs earnings skyrocketed 44.4%, term debt load licked about 1% higher, to
020 | 157 LS .28 dO5) 295 ¢y 4117 per share. This was markedly roughly $5.83 billion. This form of financ-
000 | 135 175 85 45| 360 spove our call for share net of $0.94. ing now represents just under 60% of the
Cal- | QUARTERLYDMDENDSPADC= | ryi { As a wvesult, we have vaised our fiscal capital structure.
endar |Mard! Jun30 Sep.dd Bec.dl| Year | 2620 bottom-line estimate by $0.15, to These shares may appeal io patient,
26 | 28 298 238 238| 94| $2.95 a shave. This figure would rep- risk-tolerant accounts, Although un-
017 | 238 28 B 025 98| resent an annual earnings advance of al- timely, UGI stock offers attractive 3- to 5-
w8 25 25 .26 .26 | 102| most 30%. The hefty profit increase ought year recovery potential, a healthy dividend
0191 26 26 .30 325) 15| o stem from estimated top-line growth of yield, and solid dividend growth potential.
2020 | 325 roughly 12.5%, to $8.250 billion, stemming Bryan J. Fong February 28, 2020
{A) Fiscal year ends Sapt. 30. Quarterly sales | gains/{losses): '04, d6¢; 05, 3¢; 06, 5¢; ‘07, | Oct. W Div, reinvesl. plan available. ({ng Incl. in- [ Company’s Financlal Slrength B+
and earnings may not sum to fotal due to | 12¢; 15, (41¢); "6, 3¢; 17, 17¢; '18, $1.92. fang. At 9/19: $4,165 mik, $19.9%sh. (E) In [ Stock’s Price Statility 90
rounding and/or change in share caunt. (B) Dil- | Next egs. repont due late Apdl. {C} Dividends | mill, adjusted for stock splts. Price Growth Parsistence 20
uled  eamings. Excludes  noaracur. § histerically pald iIn early Jan,, April, July, ang Earnings Prediclability 75
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2002 {2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 (2010 [ 2011 [2042 [2013 (2014 12015 | 2016 [2017 [2018 2019 | OVALUELINEPUR FLC] 21.23
3263] 4245 4283 4494 | 53867 5351( 5265 | 5398 | 5360 | 5375 | 4707 | 4770 | 5373 | 5343 | 4574 4599 | 47.65| 47.70 {Revenues pershA 5115
2637 AQ0| 387) 397) 384} 389 4| 444 419| 401 453 429 480] 560 57| 641 705] 7.26|"CashFlow’ persh it
LI 230 188 233 184 209 244 253| 227| 225 288 231 | 2681 318 327 341 415| 425 [Eamings persh® 460
127 128) 130 132| 135 137| 141| 147 150| 155] 58| 186 | 172| 183 193] 202| 206 212|DivdsBecldpershte | 224
33| 285| 233723 ZAr| 3| 2700 277 ZEF| 3B AET 604 | 763 | 933 YOI 1009|7085 | 11.10 |Gapl Spending per sh 11.80
1578 | 16.25| 1695| 1780 16.86| 19.83| 2099 2189 | 2282 | 2348 | 2464 | 2465 | 2408 | 2497 | 2678 | 20.35| 32140 2590 |Book Valus persh P 43.10
A5G| 4883 | 4867 | 4865 4880 05| 408921 50.14| 5054 5120 | 5152 | 5170 | 5106 | 49.78 | 5037 | 5121 | %300 | 5400 |Gonimen Shs QulsCgE | 55.00
2200 A W2l Wy BE| BE| 137 1281 /A 70| 53 82| 62| 70| 200 254 | Boldfighres are |Avg Annl PIE Ratio 209
128 B3| 5] 8 84 83p B2 84 e8| 107 87| 10z| 80| 86| 405| 1.32| \Vewellhe  |Dakafive PIE Ratio 110
AB% | BO% | 6% | A2% | 45% | A2%| 42% | 46% | 44% | 41% | 30% | 39% | 42% | 24% | 29% | 26% | " |avg Annt Divid Yiewd 2.4%

CAPITAL STRUCTURE as of 3/31/18 2620.2 | 27089 § 27089 | 27545 | 24253 | 2466.1 | 2780.9 | 26538 | 2349.6 | 2354.7 | 2525 2475 |Revenues {$mill}A 2815

Tatal Debt 524041 mil. Due in 5 Yrs $801.4 mil. | 4220 | 1287 | 1450 | #155] 1384 | 197 | 1300 | 1582 | 1651 | 1802 2200 230 |NetPeolit Smil) 255

LT Dbt 518793 mill. LT Interest S74.0wmill. (559350 | 33.7% | 42.4% | 40.1% | 302% | 29.0% | 30.0% | 375% | 2825 | 22.0% | 35.6% Icome Tax Rale 22.0%

L] Tnterest earned: 6.2, totalintrest coverage: | "y | gan | az% | 49w | 5% | 49% | s0% | 59% | 70%| 68% | 85% | 9.0% NetProft Margi 0%

5.7%) {(51% of Total Capital) ) 8% . .2% . 2% 0% ) 0% 8% 3% 6% Net Profil Margin 804

Pension Assets-9M7 $1,356.5 mil. 359% | 33.3% | 334% | 32.3% [ 31.2% | 28.7% [ 34.8% | 426% | 50.7% | 48.3% | 5G.6% | 49.0% [Cong-Term DebiRatic | 42.0%

Oblig. $1413.0mill. | 624% | 65.0% | 65.0% | 66.2% | 67.3% | 69.8% | 63.8% {56.1% | 48.3% | 50.7% i 49.0% | 50.0% |Common Equity Ratie | 57.5%

Preferred Stock $28.2 mill. PfA.Divd$1.3mil.  |"y5705 | 18877 | 77744 | 1818.1 | 1636.0 | 16268 | 10540 | 22156 | 26444 1 29617 3580 | 3875 | Totat Capital {$mill) 4405

22083 | 20691 | 23462 | 24898 | 26674 | 20075 [ 33444 | 36727 | 41272 46301 | 5105 | 5825 Net Plant ($mil) 8225
Cominon Stock 51,359,182 shs. 85% 1 88% | 6% | V5% | 83% | 75% | BA% | 83% | 87%| 67%| 8% | 8.0% |Returnon Jotal Cap? 7.5%
a5 of 4/30/18 4% | 114% | 9.7% | 94% | 16.7% | 9.2% | 10.9% | 12.4% | 11.8% | 105% | 12.5% | 12.0% [ReturnonShr Equity | #1.0%
116% | 118% | 99% | 95% [ 108% | 09% | 19.0% | 126% | 118% | 10.7% | 125% | 12.0% |Retornon Com Equity | 11.0%

MARKET CAP: $4.5 hillion {Mid Gap} 50% [ 50% 1 33% | 34% | 48% | 26% | 43% | 54% | 53% | 37% | 60%| &0% |Refainedto ComEg 2.0%

cu:(a&ggrl POSITICN 2016 2017 3R4MB | &7% | 51% [ 67% | 64% | 56% | 72% | 62% | 56% | 56% | 65% | 49% | 50% [AliDivids Lo Net Prof 70%

Cash Assels 5.6 8.5 46.3 | BUSINESS: WGL Holdings, Inc. is the parent of Washington Gas  energy-refated products in the D.C. metro area; Wash. Gas Energy

Other 8379 9774 87471 [ignt, a nalural gas disiributer in Washington, D.C. and adjacenl  Sys. designsfinslalls comm’l heating, ventiating, and air cond. sys-

Current Assets 8435 9858 1021.0| aeeas of VA and MD o resident] and coml users (1,163,655 tems. BlackRock awns 10.8% of cammon stack; Vanguard, 9.2%;

gcg{s[g’avabie ggfi ggg-g gggg meters). Hampshire Gas, a federally regulaled sub., operates an  Off.idir. less than 1% (1118 proxy}. Chrmn. & CEO: Temy D. McCal-

Oteher ue 2001 2564 2710 underground gas-storage facilty in WV. Non-regulated subs: lister, Inc.: D.C. and VA, Addr.: 101 Const. Ava., N.W., Washington,

Current Liab. {0360 74880 19535 | Wash. Gas Energy Sves. sells and defivers nal. gas and provides  D.C. 20080. Tel.: 202-624-6410, Internet; vaw.watholdings.com.

Fix. Chg. Cov, 546% 550%  550% | The acquisition of WGL Holdings by Assuming all parties are on board and any

ANNUAL RATES  Past Past Est'd'i5'17| AltaGas Ltd. is progressing nicely and final regulatory hurdles are cleared, the
clchengefpersh)  H0¥rs.  S¥rs, o' | appears on pace to close in mid-2018. deal may well close in the middle of this

nggg‘,’:?gw.. Jfg‘f/,: i ;_'g;/j' To that end, the share price continues to year, Investors should note, however, that
Eamings 45% 60% 65% | hover right around the tender offer price of the merger was anticipated to be com-
Dividerids 35%  45%  26% | $88.25 in cash. As a recap, this price point pleted in the March quarter.

Bock Valus 35% 25%  80% represents an almost 28% premium from Meantime, the company posted better-

Fiscal | QUARTERLYREVEHUES (miljA | Full | the level WGL was trading at on Novem- than-expected second-quarter finan-
Ends [Pec3! Mar31 Jun3d Sep30) veir | ber 28, 2016, the day prior to the announc- cial results. To that end, the top line ad-
2015 | 7492 10017 4412 46771 26508| ement of the takeover. The stock had been  vanced 5.3% on a year-over-year basis, to
2016 | 6134 8357 4406 4509 123498| trading at a discount from the purchase $886.4 millionn. This reflected an im-
2017 | 8095 8417 4744 4291 123547| price for some time, which likely reflected pressive 12.3% rise in utility volumes par-
2018 | 6524 8B64 510 476212505 | the possibility that the deal could be tially offset by a 3.3% downturn in non-
2919 675 860 830 490 | 2375 | (erailed, given the lengthy time te comple- utility operations. On the margin front,
Flscal|  EARNINGS PER SHARE A B AUl | tion. At this polnt, the eguity is no longer cost of goods sold increased 620 hasis
Ends |Dec31 Mardt Jund0 $ep3| Vear | trading on earnings, and as a result, we points as a percentage of the top line. Al-
2016 116 202 22 d23| 316 have suspended the Timeliness rank of ternatively, operating expenses fell 470
2016 | 598 178 33 d01| 327 these shares until the purchase is final- basis points. On balance, WGLs March-
07 ¢ 145 187 26 dAT| 31| jzed. If for some reason the transaction is quarter earnings increased 13.4%, to $2.12
018 | 184 212 41 4| 415 o completed, we would expect WGL a share. This was markedly above our call
010 | 190 202 4B dt5 ] 42| hares to fall back toward preannounce- of $1.95. As a result, we have raised our
Cal- | QUARTERLYDMDENOSPADCw | Ful | ment levels. In May, 96.22% of the voting outlook for fiscal 2018 by $0.15, to $4.15 a
endar |Mar3t Jun30 Sepdd Decdi| Year | shares approved the acquisition. More share.

014 | 42 44 44 4 174 recently, the Maryland Public Service Risk-averse accounts may wish to
2015 | 44 483 483 483 | 183: Commission passed the $4.5 billion lock in gains now and redeploy capi-
2016 | 483 488 488 488 | 193] merger. Finally, AltaGas and WGL Hold- tal elsewhere, rather than to wait for

2097 | 488 51 51 B 202| ings announced a settlement agreement the deal to close.

018 | 51 M8 with key stakeholders in Washington, DC. Bryan J. Fong June 1, 2018
(A) Fiscal years end Sept, 30th, may not sum o lolal, due to change in shares | vestment plan available. Company’s Financlal Strength A
(B) Based on diluted shares. Excludes non- | ouistanding. Next earnings report due late July, | (D} Includes deferred charges and intangibles. | Stock's Price Stabitity 85
recurring fosses: 02, (34¢); '07, (4¢). '08, (14¢) | {C) Dividends historicaliy paid early February, |17 $888.1 million, $16.95/sh. Pilce Growth Persistence 55
discontinued operations: ‘08, (15¢). Qity egs. [ May, Augusl, and Novernber. w Dividend rein- | (E} In milions. Earnings Predictahility 75
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The Water Utility Industry consists of eight
investor-owned utilities that are mostly regulated
by state authorities,

Consolidation continues to occur at a slow, but
steady pace,

Regulation continues to be one of the strengths
of this sector. Unlike the electric and gas utility
sectors, there is less confrontation among regula-
tors and water utilities.

Over the past five years, the performance from
the eight primary stocks in the group has been
excellent. Indeed, the typical water equity has
outperformed the broader market averages by a
wide margin. In the fourth quarter of 2019, this
was not the case, however.

Due in part to three cuts by the Federal Reserve,
short-term rates have declined. Still, on a compa-
rable basis, they seem more attractive than water
utility stocks, which carry an average yield of only
about 2.0%.

Based on many key indicators, the valuation of
this group is close to a historical high.

Finally, even though several equities in the Wa-
ter Utility Industry are ranked 1 (Highest) for
year-ahead relative price performance, almost all
have substantially less than average prospects
over the next 18-month- and three- to five-year
periods. Most equities here are already trading
well within their estimated long-term Target Price
Range.

Is The Rally Over?

For the most part, water utility stocks turned in
another excellent performance in 2019. This has pretty
much been the norm over the past decade. The group
was once bought by investors for its high dividend yield,
good annual payout prospects, and reliable earnings
siream. Considered a conservative vehicle, investors
were willing to forgo appreciation potential in return for
certainty. The price performance has been so strong that
the average yield is now lower than the average stock in
the Value Line universe. Over the past few years, Wall
Street questioned several times whether the raily here
could continue, Was the last quarter the beginning of the
end? Indeed, these stocks didn't fare well when com-
pared to the broader market averages.

Industry Fundamentals

The water industry in the United States is extremely
fragmented. Most water service is provided by authori-
ties that are controlled by municipal or state agencies.
There are currently, tens of thousands of these entities
in operation, Consclidation has been accelerating as
smaller districts are merging with larger ones. American
Water Works and Aqua America are two examples of
growth through acquisitions. In addition to increasing
the size of their rate base {on which they earn a return),
these firms have been able to achieve substantial econo-
mies of scale as there are many cost redundancies.

A construction boom is also underway. In the past,
insufficient investment was made in maintaining the
nation's pipelines and waste water facilities. The aver-
age age of a pipe in the United States is well over 50
years, with some assets being much older. Water utilities
have been addressing the problem by increasing their
capital budgets meaningfully. A good percentage of the

INDUSTRY TIMELINESS: 1 (of 95)

outlays are being targeted at replacing older pipes and
valves.

Regulation

Investor-owned utilities are overseen by state regula-
tors. In return for permitting a company to have a
monopely, authorities are allowed to determine what
rate of return can be made on investments. Both regu-
lators and companies have had a constructive relation-
ship in determining the best way to improve the coun-
try's water system. By comparison, other regulated
areas, such as electric and natural gas, relations have
been less than cordial. For example, natural gas utilities
are trying to expand their pipelines to increase the use of
the low-priced commodity. However, there has been push
back here due to cost and environmental concerns.

Liquid Gold?

As the world's population continues to grow, so will the
demand for potable water. Due to insufficient supply in
certain regions, some experts are calling water the next
hot commodity. This could very well be true, but we do
not know. For certain, a severe supply/demand imbal-
ance is getting worse. In any case, the regulated water
sector would not benefit, as these companies’ earnings
are capped (with the partial exception of Consolidatec
Water). Hence, the allowed rate of return will be set at a
reasonable level. Excessive profits generated from op-
erations would be returned to ratepayers in the form of
lower water bills.

Conclusion

Despite the many positives of this group, the premium
that investors have to pay to own a water stock is high
based on most meltrics. Several stand out for year-ahead
performance. However, potential returns over the next
18 months and through 2022-2024 are subpar. As al-
ways, we recommend that subscribers carefully read
each individual report before investing to have a better
understanding of each company's specific risk profile.

James A. Flood
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68| 681; 703} 788 8751 921} 47| 1071 MA2 | 1242 12499 | 1247 ) {256 [ 1182 | 1201 1188 1285| 1310 [Revenues persh 1875
1Ml i1 132 1451 185) 188} V6| 21| 213 248 265| 2867 281 2701 286 284 310| 3.25|"CashFlow" persh 4.00
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35% | AE% | 3% 25% | 25% | 0% | 29% 7 30% 0 32% | A% | 27% | 26% | 22% | 22% | 20% | 8% | P |Avg Ann'l Divid Yeeld 26%

CAPITAL STRUCTURE as of 8/30/19 3610 | 3989 | 4103 ) 4669 4721 4658 | 4586 | 43611 4406 4368 475 465 |Revenues (Smill} 590
Tatal Debl $475.3 mill. Due in 5 Yrs $100.7 mill. 05| 414 4200 o41) 627 G194 605 BO7 ] 6941 639} 800 820 |NetProfit {mill) 105
LT et 5475.0 mil. gsg,“g;eg; 3,540 il g | 93EE ARG F % | A% [ BA% | %66% | HO% | 220% | 23.6% | 23.0% [lncome Tax Rate 23.0%

y s 32| 58% 1 20% | 25% -- -- -- - | 25% Nil | 1.0% jAFUDC % to Net Profit 1.6%

Leases, Uncapitalized: Annual entais $2.6 mill 459% | 44.3% | 454% | 422% ; 30.8% | 394% | H1.4% | 394% | 380% 40.5% 44.0% | 44.5% {Long-Term Debt Ratio 46.0%

Penslon Assets-12/18 $162.5 mill. 541% | 55.7% | 54.6% | 57.8% | 60.2% 1 60.9% | 58.9% | 80.6% | 62.0% | 59.5% | 56.0% | 55.5% jCommon Equity Ratte 54.0%
Oblig. $186.1 mill. 6650 | G174 7484 78707 1841 B326 | T9NE | B0 | 8549 G384 | 4070 1130 {Total Capial {Smili) 1350

Pfd Stock Nona 8664 | 8550 | 8965 | 9178 | 9815 [ 10035 [ 10608 | 11509 | 12050 | 12683 | 4390 | 1475 {Net Plant (Smil) 1650
Common Stack 36,839,301 shs. 59% | 76% | 70% | 83% | 89% | 86% | O0% | 88% | 93% | 79X\ E5% | 8% RelumonTotal Capl | 9.0%
as of 1114149 82% | 11.0% | 16.3% | 11.8% | 127% [ 120% [ 13.0% | 129% | 13.4% | 91.4% | 13.5% ¢ 13.0% {Return on Shr. Equity 14.0%

82% | 11.0% | 16.3% | 11.9% | 127% | 12.0% | 13.0% | 12.4% | 13.1% | 19.4% | 13.5% ¢ 13.0% |Refurn on Com Equity 14.6%

MARKET CAP: §3.2 bitlion (Mid Cap} 32% | 58% ) b3% | 66% | 68% | 57% | 60% | 53% | 62% | 45% | 60% | 6.0% |Retainedto ComEy 5.5%
Cu?sfﬁ_f’{‘l‘ POSIHON 2617 2018 9/30M9 | 61% | 47% | 40% | 48%  47% | 53% | o4% | 56% | 52% | 61%; &§4% 1 57% |AIDivids to Net Prof §2%
Cash Asgels 2 7.4 104 | BUSINESS: American Slates Water Co. operates as a holding  water & wastewaler senvices to U8, mililary bases through ils
Accls Receivable 261 234 2811 pompany. Through its principal subsidiary, Golden State Water Co.,  ASUS sub. Sold Chaparal Gily Wir. of AZ. (6/11). Emplays about
Qther 126.2 1010 940§ 3 gynnties water to 259,919 customers In 70 ciles n 10 counties. 815, BlackRack, Inc. owns 15.1% of out. shares; Veaguard, 11.5%;
gU’:e’g ASZ‘T‘S 12?-3 123;'2 12;-2 Senvice areas include the melropolitan areas of Los Angeles and  off. & dir. 1.2%. (419 Praxy). Chalrman: Lloyd Ress. Pres, & CEO:
BE?JtSDuaga e 59 403 ‘3 | Orange Counties. The company alsc provides electricily to 24,353 Rober Sprowds. Inc: CA. Addr.. 630 East Foothil: Bivd., San Dimas,
Other 6.4 46.8 56,7 | cuslomers In Big Bear Lake and San Berardino Cnly. Provides CA 91773, Tel: 909-394-3600. Internal: weny aswalar.com.

Current Liab. 1567 1468 11981 Shares of American States Water have giants). Nevertheless, thanks to a balance
ANNUAL RATES  Past Past Est'd'i6-'i8] mot participated in the recent market sheet that doesn't have a large amount of
ofchange fpersh) 0¥, §¥is 10’23+ pally. In the last quarter of 2019, the S&P debt, American Water is one of the two
ﬁgggﬁ‘;‘fgw.. ggof 3.0% ggﬁ 500 Index rallied almost 10%. Over that utilities in this nine-member group that
Eariings 0% 45%  80% | same time span, the value of AWR has ac- carries a Financial Strength rating as high
Dividends 1.5%  90%  95% | rually declined approximately 3%, an un- as an A
Bock Value 50% 40%  5.0% derperformance of more than 1200 basis Nonutility operations are generating

Cal- QUARTERLY REVENUES (§ mil) Fuil | points. We think profit taking and sector a steady amount of income. The compa-
endar {Mar31 Jun. 39 Sep.30 Dec. 3| Yeer | rotation by institutional investors were at ny's ASUS subsidiary provides water serv-

2066 | 935 1120 1238 1088 | 43| least partially responsible for the poor ices to military bhases via 50-year fixed-

2017 | 988 1132 1244 1042 | 4408 showing. priced contracts. As more military instaila-

2018 | 947 1069 1242 1110 | 4368 Harnings in 2020 should top last tions privatize thelr water systems, we ex-

2019 11017 1248 1345 4142 | 475 | year's impressive figure. Even though pect ASUS to raise its presence in this sec-

2020 | f05 125 40 115 : 485 | 2019 likely ended on a down note, Amer- tor, by being successful in the competitive

cal- EARNINGS PER SHARE A Full | ican States’ share earnings probably bidding process. This business should ac-
endar {Mar.31 Jun. 30 Sep. 30 Dec. 3! Year | climbed to $2.15, a 25% increase above the count for between 20% to 30% of total in-

016 | 28 45 59 30 | 182] previous year's weak number. Rate relief come by early next decade.

07 (34 62 57 35 | 188 and cost cutting were most likely the pri- These shares are only for short-term

we | 29 44 62 4| 172] mary reasons for the strong comparison. investors. AWR carries a 1 (Highest)

019 | 35 72 76 32| 215 These factors will probably have less of an rank for year-ahead relative perforntance.

00| 38 67 .7 45| 22 impact on 2020's bottom line, but earnings Over the next 18-month period, our quan-

Cal- | QUARTERLY DIVIDENDS PAID Bu Full | per share could still well rise 2% to $2.20, titative system believes the stock will ac-
endar |Mar31 Jund0 Sepd0 Decdt| Year| as the unregulated operations’ gain in im- tually decrease in value, however. In addi-

016 | 2 24 24 242 91| portance {more below?. tion, even with the recent price decline,

2017 | 242 M2 255 266 89| Finances are solid. The company the equity is trading above our projected

2018 ¢ 255 265 278 275 | 08| remains a distance third in terms of size 2022-2024 Target Price Range. Finally,

018 275 275 365 305 | 18| jn the water industry (American Water the dividend yield is subpar.

2020 Warks and Aqua America are the two James A. Flood January 10, 2020
{A} Primary earnings. Excludes ncnrecurnng (B} Dividends historically paid in early March, | {C} I millions, adjusted fer splt. Company’s Financial Strength A
galns,’{loss _)S ‘04, 7¢; '05, 13¢; "06, 3¢; 08, | June, September, and December. = Div'd rein- LD) facludes intangidles. As of 6£30119; Stock's Price Stability 85
(14¢); *10, (23¢); 1, 10¢. Next eamings report | vestment plans avaifable, 1.1 million/$0,03 a share, Price Growth Persistenca 95
due mid- February Earnings Predictability 99
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RECENT PE Traifing: 35.1 Y[RELAEIVE DD 0

AMER'CAN WATER NYSE-ARK PRICE 123-05 RATIO 33.3 Median: 19. J{ PIE RATIO 1.81 Yig 1.7 /0

- High:{ 23.7| 23.0| 258| 328 394 451 562 | 61.2| 852 924| 98.2| 1289

mweLness 1 raetasns | NV 7] 0| 51 25| R4 B0 B84 BE| B2 %] 02wl Target Price Range

SAFETY 3 newrsan LEGENDS
" 3 T Doe oy el e 200
TECHNICAL Lowgred 121349 . Rtiagve %ﬁceerse;englh 60
BETA .55 (1.00=Market} Options: Yes
= haded area indicales recession I S N LR s Ll
18-Month Target Price Range REcxrrad maa it 100
o and

Low-High  Midpoint (% to Mid} T~ 3 "-1-7""““-1-..:_12 80

$165-536  $126 (0%) 4 | TP &
o

2022-24 PROJECTIONS Z SEA AT A1 40

. - Anp't Total L~ Fot W

wich 1P£|{;:e Gall:l]'l} Rezhg/rn O - R

ig i ] gt ] PR it
Low 80 (-35%} -7% o . ty 20
Institutional Decisions i -| TR TR et %YOT.ﬁliTURV?::;[I]‘IHB:

10019 20018 3QuN t ht ST0C%  ENDEX

why 364 360 385 | neent 2l 1y 2 85 [

108e? 325 331 322 | gaded 7 dyr. 2 246 |

Hidsld)) 156942 155051 153329 Sy 153.0 38.9
2003 | 2004 | 2005 2006E 2007E | 2008 [ 2009 [ 2010 | 2011 [2012 {2013 | 2014 [2015 |2016 | 2017 {2018 [ 2019 [2020 | ©VALUELNEPUB.LLG| 22-24

-- .- --| 1308 1384, 1481) 1398 1548 1548 1625 1628 | 1678 | 1772 | 1854 | 18817 1904 | 20.05| 20.95 [Revenues persh 23.80
-- - 651 d47) 287 28%; 356 373 427 436 4750 513 526 bi4| 645 &75| 7.10|“CashFlow" persh 8.30

- 497 | d42.14 146 128 153 172 20 206 239 2841 282 238 315 380f 399 |Eamingspersh A 4.76
- -- -- AL 82 86 B0 12 B 12 133 1 147 162 178{ 186 212 |Div'd Decl'd per sh Ba 275
-- - 431} 474] 831 450( 4387 527] 525 550 5331 651 | 736 804| 878 &7 9.20 [CapTSpending persh 9.00
-- .o --| 2386 | 2839 2554| 2291| 2359 2441 2511 | 2652 | 2730 2025 20241 3043 | 3242 3440 36.35 |Book Value pezsh P 41.25
-- - -- | 16080 | 160.00 | 16000 | 17463 | 175.00 | 175.66 [ 176.99 | 178.25 [ 17945 | 178.28 [ 178.10 [ 17844 | 180.68 | 161.00 | 162.00 | Commaon Shs Oulst'y © | 169.00
- .- -- - 189 156 146 | 168 16.7 199 200 205 277 338 273 | Roid fighres are | Avg Ann'l PIE Ratio 215

- -- -1 114 1.04 835 105 1067 142) 105] 103 145 10 147 Valueid i Relative PIE Ratio 120

- . .- -- S| 19 A% 38% | 31% | 34% | 20% | 25% | 25% | 20% | 20% | 24% 1 SR aye Al Divd Yield 28%

CAPITAL STRUCTURE as of 930718 24407 | 2790.7 | 2666.2 | 26768 | 20019 | 3011.3 | 3159.0 | 3302.0 | 3357.0 [ 34400 ] 3630 | 3840 |Revenues {$mill} 4500
Total Debt $9143.0 mil. Dus in 5 Yrs $1555.0mil. | Jng9 | 2676 | 3048 | 4743 | 36931 4208 | 4760 | 4680 | 4280 | 56701 650 700 |Net Profit {Smill 890
LT Debt $8540.0 ni. (ngg';‘gﬁsa‘g:gm-“ mi- [T379% | 404% | 355% | 40.7% | 30.1% | 394% | 30.1% | 392% | 533% | 28.2% | 2.0% | 20.0% |Income Tax Rae 0%

-- . - 62% | 54% -- -- - 51% | AD% | 5.0%1 5.0% JAFUBC %o Met Profit 5.0%

Leases, Uncapitalized: Annvat rentais $17.0 mill. 56.9% | 56.8% | 55.7% | 530% | 524% | 524% | 53.7% | 524% | 54.7% | 56.3% | 58.0% i 58.0% Long-Term Debt Ratio 59.0%

Pension Assets12/18 3161;9..0 gﬂlsgza " 43.1% | 43.2% | 44.2% | 45.14% | 476% | 474% | 46.2% [ 47.5% | 453% § 43.6% | 42.6% | 42.0% iCommon Equity Ratio 41.6%
i 18, 516920 Mi. 9289.0 | 9561.3  9580.3 | 96355 | 99407 | 10384 | 109t | 10967 | 11875} 13433 | 14000 | 15700 iTotal Capital ($mill) 18860

Pid Stock $7.0mill.  Pid Div'd $.4 mil 10524 | 19059 | 11021 | 19730 | 12301 | 12000 | 13953 | 14092 | 16246 | 17400 | 18350 | f9300 {Net Prant ($rif}) 22560
Common Stock 186,776,169 shares 38% 1 44% | 48% | 54% | 51% | 55% | 57% [ 56% | 48% 1 54% | 55%| 5.5% [Relurnon Total Capl 6.0%
as of 1012418 53% 1 65% [ V2% | 84% | V8% | 67% | 94% | 90% | 79% | 97% | 10.5% | 10.5% |Relurn on Shr. Equity H.5%

52% i 65% | T2% | 84% | 78% | B87% | 94% | 90% . 79% | 97% | 10.5% | 10.5% [Refurnon Com Equit 11.5%

MARKET CAP: $22.2 billfon (Large Cap} 18% aa"/: 35% 1 36% [ 47% | 43% | 4T 40% 2.5°/: 42% 5.0% 5,032 Retained to Com gqu 5.0*/:
CUR&?&T POSITION 2017 218 S30MS | 65% 1 56%  52% | 57% | 40% | 50% | 50% { 56% 68% | 56% | 54% | 54% |Al Div'ds to Net Prof 59%
Cash Aséet_s 82 158 118 | BUSINESS: American Water Works Company, Inc. 15 the largest  markel accounting for 24% of regulated revenues; Pennsyivania,
Ar{ﬁis Receivable g%'?- 3‘2}; 335 | investor-awned water and westewater utility in the U.S., providiag  23%. Has 7,500 employees. The Vanguard Grp, ovans 11.0% of
p er i Assets ng 38 3 -% services o more than 14 milion people in 46 states and Ontario, owistanding shares; BlackReck, Inc., 7.9%; officers & directors, lass
A“’[‘*“P o o5 175 1ag | Canada. Nonregulaled business assists municipaities and millary  than 1.0%. (3/19 Proxy). President & CEO: Susan N, Story. Chair-
Dg?)lsDuaga e 1227 1035 503 bases with the mainterance and upkeep as well. Regulaled opera-  man; George MacKenzie, Address: 1 Waler Slreet, Camden, NJ
Glher 903 aad §ag | lions made up 87% of 2018 revenues. New Jersey is its fargest 08102, Tel.: 856-346-8200. Internet: www.arwaler.com,

Current Liab. 2325 2094 M8 | American Water Works enters the next 10 years on expanding and improving
ANNUAL RATES  Past Past Estd‘16'18 new decade as the mast dominant its infrastructure. Relations with the dif-
ofthangelpersh) W0 ¥rs.  B¥is, 102U | member in this group. By any measure, ferent state regulators will remain very
Reveres 0% 3.5% 4.0% P o e e N ) iy . N
“Cash Flow™ 188% 0%  7o% | it is the largest investor-owned water utili- important as these authorities will decide
Earnings -~ 65% 95% |ty in the country. With its acquisition stra- what kind of return can be made on these
Dividends -, 108%  80% | tepy and large spending budget (more be- investments. Based on the historical rec-
Book Value 15% 40% 50% | jow), the company should continue to grow ord, the regulatory climate should rerain

Cal QUARTERLY REVENUES ($ milL) Full | its rate base substantially for the foresee- constructive.
endar {Mar3t Jun. 30 Sep. 30 Dec.3| Year | able future. Finances will likely just remain aver-

2046 | 7430 827.0 9300 80201 33020 The consolidation of the water indus- age, though, Over the past decade or so,

2017 | 7560 8440 9360 8210| 33670 try is providing the company with the water utility has relied almost exclu-

2018 | 7810 B530 9760 8500) 3400 plenty of opportunities. The U.S. water sively on debt and internally generated

010 | 8130 8820 10130 922 | 3830 | cecroy is composed of thousands of small, cash to fund the building program. With

2020 | 850 930 1080 850 | 3810 | inefficient water districts that are mostly the value of the equity increasing more

Cal- EARNINGS PER SHARE A Full | run by local municipalities. As more capi- than sixfold during the period, the compa-
endar |Mar31 Jun. 30 Sep. 30 Dec. 31} Year | tal is required to upgrade antiquated ny could do well by increasing its equity

gggg gg g 1?3 gg ggg pipelines and wastewater facilities, many base. Until this happens, we don't expect

. . . / 38| of these districts are looking to be acquired the balance sheet to stand out.

w18 88 81 103 82 | 395 by larger entities. American has been Shares of American Water Works hold

019 | 62 84 13 7 380) hiving up some of these districts every our Highest (1) rank for Timeliness.

020 | 65 100 145 .80 | 390 year. lts bottom line benefits from this Like most equities in the water utility in-

Cal- | QUARTERLYDMDEMDSPAD®x | pufl | process because economies of scale are dustry, however, AWK is highly over-
endar | Mar3!_Jund0 Sep.d) Dec3t| Year | very achievable in this space. valued by several key financial measures.

018 | 34 315 3% 375 | 147 The projected construction program Our 18-month quantitative model also in-

2017 { 375 A15 415 415 | 1.682| is massive. At the company's recent In- dicates that the stock will not do well. Too,

gg}g 3{1',2 .ggﬁ ?,35 ggfv }gg Ytestlm* Da(\jy, managc(zlr.nent banréog?cgdb‘s?at tntaitretltl.rn potential to 2022-2024 is very

. : : - ~¢ | jt planned on spending abou .8 bilion unattractive.

2020 this year and about $21 billion aver the James A. Flood January 10, 2020
{A} Diluled eamings. Excludes nonrecur. §ings report dua mid-February. Quartery eam- gcg in millions. {D} Includes inlangibles, On | Company's Financial Strength B+
losses: '08, $4.62; '09, $2.63; '11, $6.07. Disc. { ings da not sum in '16 due ta rounding, J30119: $1.850 biliion, $9.13/share. Stock's Price Stability 100
oper: '06, ($8.04); ‘11, $0.83; 12, (80.10% | (B) Dividends paid In March, June, Seplember, | (£} Pra forma numbers for ‘08 & '07. Price Growth Persistence 85
"13,($0.01}. GAAP used as of 2014. Next earmn- | and Dacember. m Div. reinvestmenl avaiiable. Earnings Predictability 80
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ANNUAL RATES Past

Past Est'd'16-'18

RECENT PE Traling: 7.3 Y| RELATIVE oD (y
AQUA ANERICA wyseam S 47.08 [ 35.9Cae A 19500 2% BT |
R b I R R A A R g, s Benge
SAFETY 2 Raseddffiz | LEGENDS
e 1,60 % Dividerds p sh
TECHNICAL 3 Lovesed 12120019 tvidad by Inesesl Rate i
BETA 65 {1.00=Madkel) Srord hein g e engih N S I s =" S AN S SN TTTTYT TYT TS 60
Options: Yes o4 50
18-Month Target Price Range Ehatad area indicotes recession ) .'\,:-' . ...J!"pli_ 0
Low-High  Midpoint (% to Mid) SN W ] . S ' fugntee ! ey 0
$38852  $43 (10%) T L i e =
203734 PROJECTIONS [ "1, PR XTI 15
. An'l Total |~ HHITL Bt T
. Price  Galn  Relurn ["etw "fe, o] | ) . ol Py b, 10
{ilgh gg (4122}’0] gz/{, HEH T SR Th i O Y _m"_..- ] ,...-.o-.-',.,'._.,..- et 15
M H15%) 1% % TOT. RETURN #1119 |
Institutional Decisions i ] | THIE VL ARIFHS
109 20t 0% | porcent 15 ! — { o sieck Ligex
ko a1 Gey 30| ghaes 10 f i]il 3y, 59 8 |
|_Risbod} 103658 140358 143792 Sy. &8 388
200312004 | 2005 | 2006 | 2007 | 2068 [ 2008 (2010 | 2011 {2012 [2013 [2014 [2015 |2016 [2017 | 2018 [2019 [ 2020 | ©VALUELINE PUB.[LC] 22-24
238 278) 308] 323 381 an 3937 42 410 432 432 437 481 462 456 | 47 410 4,30 |Revenues per sh 5.70
a7 87 97 1.01 1.10 1.14 129 142 145 151 182 1.89 187 | 207 212 190 180 | 215 {"Cash Flow” persh 2.85
A 51 57 58 57 58 52 12 83 87 1.16 1.20 1.14 132 135] 108 1.05 1.40 |Eamings per sh A 200
28 28 32 35 38 A A4 A7 k] 5 58 63 69 74 79 85 Rl 96 |Div'd Deci'd parsh Pa 1.25
106 123] (47| 184 143 B8 168| 189 | 190 198 | 1731 184 | E07 | 016 | 269| 278] 240 250 |GaplSpending persh 57
421 4N 5041 557 585 626) 650|681 121 790 | 863 827 | 578 1043 | 1102 1128] 1800} 18.50 |Book Valuepersh 15.40
1564.31 [ 158.07 | 161.21} 16641 | 166.75 ] 169.21] 17061 | {7246 | 173.60 | 17543 | 177.93 | 178,59 | 176,54 | 17730 | 17771 | 178.09 | 216.00 | 217.00 |Common Shs Oulsl'g © | 220.00
245 254 s Mrodio0l A9 24 711 213 19 212 28] 25| 234 4.7 328 | Bold ighres are |Avg Ann PIE Ralio 240
140 133 169 187 1.70 1.50 1.54 1.4 134 139 1.19 1.08 148 128 1.24 1.76 ValugyLine Relative PIE Ratio 135
25% ) 23% | 18% | 18%: 2.%% | 28% | 31% | 34% | 28% | 28% | 24% 1 25% © 26% 1 23% | 24% | 24% estimates Avg Ann'l Div'd Yield 26%
CAPITAL STRUCTURE as of 8/30/19 6705 72610 | 720 7508 7686 | 7799 % 8142 . 8198 | 8095 | 83841 830 930 1Revenues (Smil) 1250
Total Dett $3086.4 mill. Duein 5 Yrs S698.8 mil. | 1044 | 1240 | 1448 | 1531 | 2050 | 2139 [ 2008 | 2342 | 2307 | 1920 2301 305 [NetProfit {Smill) 440
LY Debt 52898 3wl L¥ '“;g;‘:f' ?‘C”[I‘ il TRede |36 a% | 32.8% | 30.0% | 10.0% | 105% | 69% | 82% | 66% | 6601 WHE| 50% |income Tax Rate 7.0%
bof Cap') b b ] % | 24% | % 3% | 63% | 58% 1 125% 1 10.0% |AFUDC % to Net Profit | 10.0%
Pension Assets-12/18 $239.0 mil, 55.6% | 56.6% | B2.7% | 52.7% | 48.9% | 46.5% | 50.3% | 48.4% | 506% § 54.4% | 42.5% i 43.5% [Long-Term Debt Ratio 53.0%
Oblig, $282.0 mill. | 44.4% | 43.4% | 47.3% | 47.3% | 51.1% | 51.5% | 49.7% | 51.6% | 494% | 456% | 57.8% | 36.5% |Common Equity Ratio 47.0%
Pfd Stock None 24955 | 27062 | 26458 | 2029.7 | 30036 | 32160 | MBS | 35877 | 26654 | 44078 | 6800 770D |Tolal Capital (§rmill) 7600
Comman Stock 215,840,774 shares 32273+ 34693 | 36129 | 30362 | 4167.3 | 44020 | 46669 | 50016 | 53999 § 5930.3 | 6250 | 8525 |Net Plant (Smill 7600
56%F B9% | 69% | 66% | 80% | 78% | 68% | 7.6% | 7A% | 55%( 56% | 50% [Return on Tofal Cap't 7.6%
94% ¢ 108% | 11.8% | 11.0% | 134% | 12.9% | 11.7% [127% | 122% | 96% | 60% | 85% [Returnon Shr. Equity 1.0%
MARKET CAP: $10.2 billion (Large Cap) 94% | 108% | 11.6% | 11.0% | 134% | 12.9% | 11.7% [ 127% | 12.2% | 96% | 60% | 85% {Relurn on Com Equity 11.0%
CURRENT POSITION 2017 2048 9/30M9 | 27% | 37% | 48% | 435 | 674 | 64% | 47% | 56% | 5A% | 2591 40% | 3.6% |Retalnedto Com Eq 4.0%
Cas?]'_ﬁ'\Ls.Léezs 42 36 20306 | 72h| O%% | 60% | 61% | 50% | 5% | 80% | 56% | 59% | 79% | 7% | 63% |AlDIvids to Net Prof 63%
Receivables 986 101.2  117.0 | BUSINESS: Aqua America, Inc. is the hoiding company for water  residential, 58%; commerclal, 16%; industrial, wastewater & other,
pventory (AvgCst) 144 ;gg }Zg and waslewater ullities that serve approximately thiee milfon res-  28%. OFf. & dir. own less than 1% of the cemmen stock; Venguard
Currant Assets 1317 1472 21789 | dens in Pannsylvania ({esponsgble for 53% of 201'8 revenues),  Group, 10.7%; Biaf.kmck, In¢, 9.5%; Stqle Slract Capila}, 4.5%
Acets Payabls £9.9 773 57.6 O'hfo, Texas, Hlinois, North Carollna,_ New Jersey, Indiana, and Vir- (3119 _Proxy). President & Chief Executive Officer: Christapher
Debl Dua 117.4 1600 1881 | ginia. Has 1,570 amployaes. Acquired AquaSource, 7/13; Norlh  Franklin. Inc.: PA Addr.: 762 Wesl Lancaster Avenue, Bryn Mawr,
Ciher 107.9 1617 _106.4 | Maine Utliies, 7/15; and others. Water supply revenues 2018 PA 19010, Tel.: 610-525-1400. Intemel; waav.aquaamerica.com.
Current Liab, 2845 3500 3521

Aqua America is still awaiting final
approval of its acquisition of Peoples

The balance sheet partially reflects
the acquisition. To finance the transac-

ofchange(persh)  H0yis.  S¥s, 1024 | (Gas The water utility reached an agree- tion, a large equity offering was completed
58;’5{*‘,’:?3‘,,-- g;\r?{g'; ;;84: é,?; gy/j ment to buy the regulated Pittsburgh- last year. More than $1.3 bilHon was
Earnings 80%  55%  80% | based natural gas company in 2018 for raised in the transaction, which increased
e Eg.{? g'gé}a g-gz/{’ $4.3 billion in cash, and the assumption of shares outstanding by about 20% (37.3

I =21 $1.4 billion of debt. Because both entities million). Praceed from the sale of tangible

Gal- | QUARTERLY REVENUES (§ mill) Full | operate in many different states, a host of equity units also raised approximately

endar jMar3t Jun30 Sep3l Decdl; Year | regulators must provide permission for the $700 million. About $900 millien of debt
2016 11926 2039 2266 1968 | 8198 transaction to be completed. Currently, due in 2029 and 2049 was also sold last
2017 [1878 2034 2150 2033 18045 | qur best estimate is that the purchase will April. The remaining funds should come
2018 1843 2189 2262 2057 1 8381/ (Jose in the early part of this year. from existing credit facilities.
gg;g 52151 g;gg ggga §§g4 ggg The company will have a new profile. Meanwhile, another rate hike was
The natural gas distributor has almost granted. On October 28th, about $60 mil-
Cal- EARAINGS PER SHARE A Full { 750,000 customers. Though this is in a sec- Hon in higher rates went into effect in
endar |Mar31 Jund0 Sep.30 Dec3f| Year| o alse overseen by state authorities, the Pennsylvania. During 2019, New Jersey,
w06 29 M M B 182 gas sector has historically had a much- North” Carolina, and Ohile also increased
w7y 28 34 A48 | 13 more adversarial relationship with regu- tariffs.
%gzg gg gg g‘g dg% }gg lators. In the water segment, both utilities Only short-term investors should take
0 | 25 w47 w3 140 and regulators realize that large amounts a look here. By most financial metrics,
- - - : ~— of investment are needed te modernize the including the P/E ratio and its yield rela-
Gal- | QUARTERLYDWIDENOSPAD®= | Full | country’s  antiquated  infrastructure, tive to the average equity, WIR is highty
endar |Mar31 Jund0 Sepdd Becdl| Year| Cogperation between companies and their overvalued. It is ranked 1 (Highest) for
016 | 478 478 1913 1913} 74| overseers has been very constructive. By year-ahead pecformance, but our 18-month
007 | A3 1913 2047 2471 79| comparison, in the gas arena, there is odel predicts the stock will post a nega-
2018 | 2047 2047 219 218 851 much resistance to construction programs tlve performance. In addition, total return
50;9 29 .29 3 B Y guch as expanding existing pipelines to prospects to 2022-2024 are poor.

020 meet the needs of a service area. James A. Flood January 10, 2020
{A)} Diluted egs. Excl. nonvec. gains: '03, 3¢; | February. (€} In millions, adjusted for stock splits. Campany's Financial Strength A
12, 18¢. Excl. galn from disc, operalions: 12, | (B) Dividends historically paid in eardy March, | (D} Includes intangibles: 8/30/19, $52.7 Stock’s Price Stability 45
7¢: 13, 9¢; *14, 11¢. May not sum due to June, Sept. & Dec. w DiVd, reinvestment plan | mill.7/30.24 a share. Price Growth Perslstence 75
raunding. Next eamings repost due mid- avallable (5% discount). Earnings Predictahility 65
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2003 | 2004 [ 2005 | 2006 { 2007 | 2608 | 2009 | 2010 | 2011 [2012 [2013 [2014 [2015 12016 2017 | 2018 | 2019 { 2020 | © VALUE LINEPUB. LLC[22-24
818| 8591 872 00| 888; 980| 10.82] 19.05) 1200 | 1334 1223 | 1250 | 1220 | 1270 | 1380 1453 | 1470 14.80 |Revenues persh 1500
1263 1421 152 136 156 186| 193 193 | 207 292 221| 47| 2224 2347 3007 341[ 395| 3.30|“CashFiow" persh 3.50
b1 g3 74 67 15 95 .98 EH 86 182 102| 119 941 101 140 136 140| 1.70 |Earningspersh A 200
56 .57 57 58 58 59 .50 80 &2 83 64 65 67 69 72 75 .19 /82 |Divid Decid pershBw 1.05
290 187 200 244) 18] 241 288) 297 283 304 258 76| 369 | 477 | 540 S585| 3857 400 [CapT Spending per sh 3.65
722 783 7900 907| 925 872 1043] 1045 | 1076 | 1128 [ 1254 | 1349 [ 1341 | 1375 | 1444 | 4548 | 1585 | 1570 |Book Value persh© 16.0%
3386 3673| 3678 41.31| 4133 41457 4153 [ 4967 | 4182 ] 4108 47741 4781 | 4788 4797 | 4801 4807 | 48.25 | 30.00 [Common Shs Quistg © | 5300
24 201 249 292} 4 188) 197 203} 03] 78| 204 197 [ 28] 296 269 3031 Bokifighres are |Avg AnEPIE Rallo 23.0
126 1067 €33 158| €38 1197 1.3 1281 134 14 143 104 125| 156 135 1584 |Vaieline  |Relative PIE Ralio 1.25
42% | 38% | 31%) 20% | 30% ) 30% | 34% | 32% 1 34% | 35% | 34% ) 28% | 29% | 23% | 1ew| sawi UM |aug Annd Bivid Yield 25%
CAPITAL STRUCTURE as of 9/30/19 4494 | 4604 | 5018 | 5600 | 5841 | 5075 5884 | 6094 | €669 | 6982 710 740 |Revenues (§mils) & 795
Total Debt $967.9 mill. Due in 5 Yrs $430.1 mill, 406| 37| 361) 428| 473 | 567| 450 | 487 | 6721 656| 6840 850 |NelProfit {§mill 105
gogf‘i‘r}ffml'ﬁ i e qmorest DO S | 905% | 405% | 97.5% | 03% | 0% | 360% | F554 T W% | 285% | 210% | 21.0% [income Tax Rate 0%
crosteoveroger 40x) - GRTCaM) | 7o | aon | v | 80% | 43 | 27% | 43% | 61% | 35% | 9% | 50% | 50% |AFUDC %toNetProRt | 5%
Pension Assets-12118 $469.7 mill. 47.9% | 524% | 51.7% | 478% | 41.8% | 40.1% | 44.4% [ 446% | 42.7% | 48.3% | 51.0% | 47.0% |LongTerm Bebt Ratic | 29.5%
QOhlig. $639.9 mill. 52.9% | 47.6% | 48.3% [ 522% | 58.4% | 59.9% | 55.6% | 554% | 57.3% | 50.7% | 49.0% | 53.0% |Common Equity Ratio §0.5%
Pld Stock None 79487 9147 | 9315 | ©082 {10249 | 10458 | 11544 | 11612 | 12005 | 14402 | 1865 | 1485 |Tatal Capital (Smill} 1400
1198.1 | 1204.3 ) 1381.1 | 1457.1 | 1515.8 | 15004 | 1701.6 | 18593 | 2048.0 | 22327 | 2300 | 2385 |Net Plant {$milt} 2500
Commen Stock 48,145,000 shs. 65% | 5% | 8% | 63% | 6% | G3% | 52% | 55% | 71%| 50%| &0%| 65% Retumon Total Capl | B5%
06% | 86% | 80% | 90% [ 79% | 04% ; V0% | 4% | 97% ([ 80% | 9.0% ! 11.0% iReturn onShr. Equity 12.5%
96% | 86% 1 80% | 0% | 79% [ 04% [ v0% | 74% | 97% | 80% ! 90%! 11.0% iReluen on ComEquity 12,5%
MARKET CAP: $2.5 biilion (Mid Cap) 38% | 30% | 23% | 34% | 34% | 41% | 20% | 24% | 47% | 40% ! 40% i 5.5% [Refained to Com Eq 6.0%
CUF?SF'!JIIEHE POSITION 2017 2016 130M9 | 60% | 66% | 71% | 62% | 56% | 55% | 7% | 68% | 1% | 5% 1 56%1 d48% AN Div'ds to Net Prof 53%
Cash Assets 948 4712 51.3 1 BUSINESS: California Water Service Group provides regulated and  quired Rio Grande Corp; West Hawaii Utilties (9/08). Revenua
ther 1334 3415 160.8| nonregulated waler service 1o 486,508 customers in 100 com-  breakdown, '18: residential, 67%; business, 9%; induslrial, 5%:
Curtent Assels 2279 1887 2921 | mupilies in the state of California. Accounts for over 94% of fotal  public aulhorities, 5%; olher 4%. Off. and dir. own 1% of common
Accls Payable 940 956 105-2 customers. Alse operates in Washinglon, New Mexico, and Hawafi.  stock (418 proxy). Has 1,184 employees. Pres. and CEQ: Martin
gﬁl]:)érDue %gég @gg 122'9 Main service areas: San Francisco Bay area, Sacramento Valley, A. Krapalnicki. Inc.: DE. Addr.: 1720 Norlk First St, San Jose, CA
Current Liab, 491:0 321:2 3335 | Salinas Vafley, San Joaquin Valley & paris of Los Angeles. Ac-  95112-4598, Tel.: 408-367-8200. Intemet: vawyv.calwatesgroup.com.
California Water Service Group’s net rate increases are probably on tap. In-
ANNUAL RATES Past Past Estd'i6'i8 | income rose sharply in the third deed, management is in the early innings
gicange persh)  {0¥is. - S¥s  '2M | quarter. Share net of $0.88 increased of its extensive capital allocation program.
Revenes égy’f ggaff ;g‘ﬁ’ 17%, year over year, handily topping our As previously noted, upward of $750 mil-
Earnings 50% 55% 80% | $0.78 call. The solid performance was lion has been earmarked for infrastructure
Dividends 20%  30%  65% | driven largely by higher rates and lower upgrades, namely improvements to its
Book Value A8% AS%  20% | pusiness development expenses, as these water transportation systems and treat-
Cal- | QUARTERLYREVENUESKmIl)E | puy | positives more than offset increased water ment plants, To support these initiatives,
endar |Mardt Jun30 Sep3d Dec3t) Year | production and operating costs. On bal- another settlement agreement was filed in
2046 $121.7 1524 1843 1510 | 6094 ance, we think the water provider closed QOctober to address additional matters in
2017 (1229 9741 2417 4620 | 6669 ) out the year with earnings of $1.40 a its general rate case. To that end, should
2018 11348 749 243 1674 | 6982 share. For 2020, we expect noteworthy the Public Utllities Commission approve
2019 (1261 1790 2325 1724 {10 | share-net expansion, which should be sup- the agreement, California Water may be
020 |10 185 27 178 | 740 ported by a healthy tap-line advance. able to pass along to customers approxi-
Cal- EARNINGS PER SHARE A Ful | The company’s outstanding share mately $600 million-$625 million in
ender |Mard1 Jur.30 Sep30 Dec3f] Year | count is poised to rise. This is due pri- project spending in the form of rate hikes.
2016 1 d02 24 48 3 | 101} marily to the recent initiation of a three- The issue has been upgraded one
wir ) 02 3 70 29| 140) year equity program in which California notch for Timeliness, to 2 (Above
088 1 d02 31 75 32 | 136] Water will periodically sell shares of com- Average), and thus it ought to appeal
019 ) di6 35 88 8| 0] 5on stock at market value. The rate of is- to near-term subscribers. Further, price
2020 03 A2 85 40| 1A] quance will depend on respective market upside over the 18 month stretch is
Cal- | QUARTERLYDIADENOSPAID®w + Full | conditions, with total gross sales net to ex- worthwhile. But despite the equity’s at-
endar | Mar31 Jun30 Sep.30 Decdi| Year| ceed $300 million. Californla Water will tractive business prospects, those with a 3-
2016 | 4725 4725 725 4725 | 69 likely use net proceeds for general corpo- to 5-year holding period are better off
2017 1186 8 18 18 J2| rate purposes, such as construction and waiting on the sidelines, as CWT is
A8 o 1875 1875 875 1875 | 78| acquisitions, investments, and the redemp- presently trading near the upper end of
09 | 975 4875 4975 975 | 9} tion of securities. our Target Price Range.
2020 Long term, investment spending and WNicholas P Patrikis January 10, 2020
(A1) Basic EPS. Excl. nensecurdng gain {loss): | available, . . (E) Excludes non-reg. rev. Company’s Financial Strength B+
11, 4¢. Next eamings report due eardy Feb. gc) incl. intangible assets, in 18 $24.7 mil, Stock’s Price Stability 80
RB] Dividends historically paid in late Feb., 0.51/h. . ' Price Growth Perslstence 60
lay, Aug., and Mav. = Divd reinvesiment plan | {B} In milons, adjusted for splits. Earnings Predictability 85
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2003 | 2004 ] 2005 ; 2006 | 2007 | 2008 | 2009 | 2010 | 2011 [2012 [2013 [2014 2015 |2016 | 2017 [ 2018 | 2019 [ 2020 | © VALUE LINE PR, 1.C|33-24

5811 604 BBI| 868 705) T24| 693] 765) V93| Q47| 829 845) 858 | 877 887 048] 10.40] 7100 |Revenues persh 13.20
189 1.49¢ 162 152] 180 185 193] 204| 21%| 284 283 287| 318 331 346; 293 3.60( 410 )“Cash Fiow" persh 470
1451 116 88 EH 1057 140 1491 143 43| 153 | 86| 192 204 208 2143| 138 215| 265 |Eamingspershi 3.10
83 84 85 86 47 .88 80 A2 hS 96 98 10 106 | 112 118 124| 130} 1.35 |Divid Deckd pershPa 158
149 1587 188 196 224 244 328 308| 2681 279| JOF 411 429 o83 43| 473| 400 400 Cap'l Spending per sh 335

1046 | 1084 1152 1160 11.95) 1223| 12671 1305} 1350 2095 | 1792 | 1883 | 2601 | 2098 | 2434 | 2440 2500| 2560 |BookValue persh © 26.80

7977 8041 87| 27| B38| B845] 857 868 67o) 885 11041 I13F| 1119 1135 | 1007 | 1205 | 72.20] 1230 [Common Shs Quistg® | 1250
B5| 29) M6 N0 B0 2] 84| 0T] 230 184 84| TS| 76| 233] 265| 463 | Bok ighes are Avg Ann'l PIE Ralio 180
14 1A 152 157 122 134] 123 132 144 23| 163 92 B89 122 133 249 |Valugline Relative PIE Ratio 1.05

30%| 3M%| 34% ] 36% 36% | 36% | 41% | 0% | 36% | 3% | 2% | A0% | 29% | 23% | 24% | 1e%|  *E™ Ay AnniDivid Yield 2.8%
CAPITAL STRUCTURE as of 6/30/19 504 664 694 838 95| 940, 90| 987 1071 1167 123 135 i Revenues ($mill) 165
Tatal Debt $261.0 mill. Due in 5 Yrs 6.2 mill. 10.2 98 991 138 183 23] 228, 234 | 25d 167 | 2607 325 [Nef Profit {$mil)) 388
LT Debt $256.9 il %I;'«,?,‘ii%sé;?.’,"“’ il T05% | 3% | 415% | 320% | 0% | 4% | TE5% | 0% | 0.0% | 19.0% | 240% | 21.0% |Incame Tax Rale 0%

- -- el AT 20% | 24% | 23% | 5A% | 34% [ 34% | 25% | 25% |AFUDC % to Net Profit 2.5%

Leases, Uncapitalized: Annual rentals $.7 mill. 50.6% | 49.5% | B3.2% | 490% | 46.9% | 457% | 44.1% | 454% | 46.3% | 46.7% 46.5% | 45.5% LOHQ-TEI'ITI Debt Ratio 45.0%

Pension Assels-12/18 $70.3 milt. ] 49.1% 1 50.2% | 46.5% | 50.8% | 52.8% | 54.1% | 55.7% | 544% | 536% | 63.3% | 52.5% | 545% |Common Equity Ratlo 55.0%

Oblig. §82.9 mil. 203 2268 | 2542 3646 37361 3868 | 4024 | 4338 | 5478 5516| 570| 580 |Total Capital {mall 610

Phd Stock None 325;‘2 344‘;2 36254 447;9 4?1':9 5[30“.9 545{;3 6014 597‘;7 1398 7.30 775 |Net Piant ($mil) . 800
55% | 54% | A9% | 48% [ 50% | 64% | 65% | 63% | 54% | 40% | 55%| 65% |Retuenon Total Cap'l 1.0%

Gommon ock 20557 hs oe| ars| ooe | 796 | son | 1024 |i0h | o4 | o] 7| sl | 15k jebmancomety | 1o
: .7 3% | 1.3% .25 . . , 5 5.7% | 8.5% | 10.8% {Reluen on Com Equil 1.5

MARKET GAP: §850 million (Small Gap) 29| 6% | L% | 28% | a8 | A8% T 4G A% | 3% | &% 54| 0% RelainedloCom gq 3 50
CUI&P}E&'I)’POSET%ON 2017 2018 GI3DMS | 7E% | 81% | 83% | 62% | 0% | S | 50% § 5% 55% ¢ B9% | 61% ] 5% Al Divds to Net Prof 50%
Cash Assets . 36 29 24 | BUSINESS: Connecticut Water Senvice, Inc. is a non-operating Janwary, 2012; Biddeford and Saco Water, December, 2012;
Accounts Receivable 15.? ;43 13.91 nolding company, whose income Js derived from earnings of ils Heritags Village, February, 2047, Inc. Conn.. Has 207 employess.
Other 101 214 293 | wholly-oumed subsidiary companies (regulated water uflities), In  Chairman/President/Chief Execulive Cificer: Eric W. Thomburg, OF-
g””e*g Assbﬁis :;?:73 ?gg jﬂ;‘ 2018, 85% of nel income was derived fom these acivilies. Pro-  ficers and directors own 1.3% of the common stock; BlackRock,
D‘é‘gfﬂ@g able 63 i 2‘1 vidas waler services to 458,000 people in 80 municipalities through-  iInc., 7.8% (41 proxy). Address: 93 Wesl Main Streal, Clinton, GT
Giher 2406 610 81.§ | out Connecticut and Maine. Acquired The Maine Waler Company, 08413, Telephone: (860) 669-8636. Inlernel; www.chwaler.com.
Curcent Lisb. N5 789 93 Connecticut Water Service's merger tion suggests there is some light at the
ANNUAL RATES  Past Past Est'd’{6-18 | with SJW Group has taken a step in end of the tunnel
DRichaﬂge{PefSh} fo¥rs. 5;!’!(5}-“ tog%?/" the right direction. Since our July Merger aside, Connecticut Water is
eOs 60% 55%  gs% | review, state regulatory bedy Connecticut apt to continue the overhaul of its
Earings 65% 55% 0.0% | Public Utilities Regulatory Authority aging infrastructure. Indeed, recent
EM(}‘-:G\?dlS ;8;/’,0 gg;{y 422% (PURA) announced its approval of the baserake hikes across multiple subsidi-

ook vEe D% 0% 25% | merger subsequent to both companies fil  aries ought to help drive investment, while

cal- | QUARTERLY REVENUES (§ mil) Full | ing a revised merger application that ad- periodic surcharge activity will also aid in
endar |Mar3t Jun. 30 Sep. 30 Dec 31| Year | dressed additional requirements. Specific the recoupment of funds. The company is

016 | 216 2614 205 215 987 addendums include rate-lock guarantees focused on revamping its water distribu-

W7 ) 225 279 M8 49 | 100 for customers, bill credits, conservation tion systems (mains and pumps), replacing

2018 1 249 209 383 256 | 1167 plans, and increased allacation for infra- old pipes, and installing more-efficient

018 | 262 307 390 204 | IR | girgcture upgrades. Given PURA’s recent equipment {storage tanks and water treat-

2020 | 300 350 400 300 | 135 change of heart, it is likely that the Cali- ment upgrades). Looking forward, these

Cal- EARNINGS PER SHARE A Full | fornia Public Utilities Commission will fol- improvements ought to keep the top line
endar |Mar31 Jun. 30 Sep. 30 Dec. 31| Year | low suit. The final piece of the puzzle rests edging higher while simultaneously boost-

016 | 28 88 84 07 | 2{8| in the hands of the Maine Public Utilities ing operating efficiencies.

Wy 3673 8 A4 213 Commission (MPUC). Similar to its Con- The current quotation adequately

18 | a0 39 113 d04 | 138/ necticut proposal, CTWS' operating sub- reflects the merger's value. Connecticut

2019 }g '43 ;ga 28 | 215 sidiary, The Maine Water Company, re- Water stack is trading at the proposed

020 | 7 23 92 | 265 quires approval from the MPUC and has merger price of $70 per share. Thus, in

Cal- | QUARTERLYDVIDENDSPAID®s | Full | highlighted notably commitments and ben-  light of recent developments, its is proba-
endar_|Mar3t Jun.30 Sep30 Decdl| Year | efits to its New England customers. A rul-  ble that holding the stock until the merger

2015 | 2575 2575 2675 2675 | 1.05| ing from Maine regulators should be right is finalized or cashing out now will deliver

2016 | 2675 2025 2825 2825 142| around the corner (end of Oetober). In equivalent results. Meanwhile, subscribers

7| 283 2975 2076 W75 | 198 sum, the $70-pershare all-cash transac- looking to stay invested would do well to

2018 | 2975 3195 335 U5 124 tion has surpassed its latest third-quarter shift their attention to STW stock,

e | 325 325 3278 closing deadline, but recent regulatory ac- Nicholas P Patrikis October 11, 2019
{A} Diluted li:amings. Next eamings repart due rgsllmentgpian available. gompany’s Figan;ila[Stfength B+
late November, n millions tock’s Price Stabilit 80

’ Includes Intangibles. In 2018: $66.4 mi- Price Growth Perslsiznce 70

{B) Dividends histerically pald in mid-March, | (D

June, September, and December, » Div'd rein- | lion/$5.51 a share.
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| By 8032 B148 8224 I Syr. 544 389
2003 | 2004 | 2005 | 2006 | 2607 | 2008 | 2009 | 2010 [ 2011 12012 {2013 |2014 {2015 |2016 {2017 | 2018 [ 2019 {2020 | ©VALUE LINE PUB, LI 93-34
168 202 442} 271} 341 452 399| 349 379 449 435| 446 386 380 | 416] 439{ 450! 455 Revenuespersh 8.40
8 | 37| a7y 1| 95| 18| 6] 831 147 | 80| 89 95| 142! 115] 100| 1.0 |“CashFlow” persh 200
420 49 2p s 8| sy M| 4] 42 s+ s81 42| S| 27| A1) 68| 48! .65 |EamingspershAa 140
2] 23f 2] 24| 2| 3] 8] 30| 0] i 3] | 0] 3] 3| M| 34 .3 IDWdDecl'dpersh®a 75
JormT e 8| M A8 @ e8| W[ ) 2] a2 A B3| 108| 35| 45 [CapTSpending per sh 30
389] 420; 2547 749| 8247 836| 853 669 683| 9r0] o44| o958 o8i| 979| 001| 1034| 1095] 1.20 |Book Value persh © 12.20
WSS 2346] 4131 1440 TAE3| 4B | 1455 | 1457 | TA5R| TAR0 | 1472 1478 | 1487 | 1402 7488 | f5.40 15.20 |Common Shs OutsTg< | 16.00
3] BI] NMF| 4307 BA| B[ (06| 69| 224 24| D0 | 283 227] 448 | 0] 194 | Bowafighres are | Avg ANl PIE Rafio 720
11| 122 NMF| 232 188 227 27| AM| 4t] 79| 142) 148| 114% 235 146] 105 Vakelie  |Relative PIE Ratio 1.26
26% | 20%| %] 8B | 1% 20% ) 28% | 3% | 34% | 26% | 25% | 26% | 25% | 26% 1 26% | ™ | avg AnnT DV Yield 2.5%
CAPITAL STRUCTURE as of 9/30/19 580 507| 552 655| 638| 636 | &1 &79 ) 623| 657| 680| 60.0 |Revenves{Smil) 150
Totai Debt Nore 08 63| 61| 93] 86| 63| v5[ 401 61| 102 86| 10.0 {NetProfit {mil) 2.0
Leases, Uncapitalized: Annual rentals $.5 mill NS T I e e e e ﬁﬁi ﬁﬂi f:@?@ Jz}t(oR;gProﬂt :ﬂi
No Defined Benefit Pension Plan 138% | 118% | 51% | 37% -- - .- -- -- .- Nil Nil [Long-Termy Deht Ratio Nil
86.2% | 88.2% | 84.9% | 96.3% | 99.6% | 99.8% |100.0% [100.0% |100.0% |5000% | 100% | 100% |Commen Equity Ratio | 100%
PHd Stock NMF (34,796 shares out) 38| M33| 1356 1304 | {389 | 42| 150 | 456 | 147.9| 185G | 1465 470 |Total Capital {Smil} 195
Dlv'd NMF 612 562| 643| 646 56| 564 | 537 | 534 | 505| 648| 656|700 [NetPlant{$mi) 100
Common Stock 15.027 574 shs. 8% | A8% | 50% | 7.0% | 52% | 44% | 52% | 27% | 42% | 66% | 55% ! 6.0% |ReturnonTotal Capl | 12.0%
as of 1111518 87%h | 50% | 47% | 68% 1 82% | 44% | S2% | 27% | 4% | 68% 55% | 6.0% [Relurnon Shr, Equity 12.0%
87% | 50% | 47% | 68% | 62% | 44% | 52% | 27% | 41% ) 66% | 58% | 6.0% |ReturnonComEquity | 12.0%
MARKET CAP: $250 million {Smalt Cap) 46% ] 15% | 10% | 4% | 0% | 2% | 2% | NNF | 1% | 33% | 26%| 3.0% |Retainedto Gom Eq 5.5%
CURs?ELrtTPOSiTEON 2017 2018 OI30MS | 46% | B9% | T9% | 48% | 51% | 73% | 56% | 112% | 7a% | 50% | 59% | 52% |All Divids to Net Prof 54%

Cash Assels 47,2 H3 43.6 | BUSINESS: Consolidated Water Co. Ltd. develops and operales  classified as disc. oper. Divested Befize assets 2019. Inc.: Cayman
Accts Receivable 150 242 230 ceawater desalnation planls and water distibution systems in  Islands. Has 108 employess. Pres. & GEO : F. McTaggert.
8lher ¢ Assot ﬁgg Ggg 733 areas where naturally occuring supplies of potable water are  Offs/Dirs. ewn 4.8% of slock; Amundi Asset Mgl 7.7%; Black-
AurEBHP S‘Z‘T 5 et e 5o | Scarce or nonexistent. It prevides waler in the Cayman Islands, the  Rock, 5.6% (4119 proxy). Addr.: Regalla OF, Pk, Wiadward Three,
Dol Dy atie 4 ot - | Bahamas, the Brilish Virgin Is|, and Bak. At 12/31/18, it operated 11 4ih Floor, West Bay Road, £.0. Box 1114 Grand Cayman, KYI-
Oiher 12 33 2,3 | plants with a capacity of 24.6 million gailons per day. In 2017, Bai 1102, Cayman Islands. Tel.: (345) 945-4277, Int.; wwav.cweo.com.
Current Liab. 6 18 53| Consolidated Water’s share earnings ting can be difficult, at times, and would
ANNUAL RATES  Past Past Est'd"16-18 will probably recover, to some extent, like to increase its presence here.
ofchanga(parsh) 10Yis, — S¥is 102274 | iy 2020. Last year’s bottom line was hurt All approvals for the Rosarito project
?g;’gg‘;:‘?gw.. ggaff g’f ;fgyf when bulk water rates were reduced in the have not yet been granted. The compa-
Eamings -30% -45% 205% | Cayman Islands. Year-over-year com- ny has completed all of the pre-
Dividends 5.0% ;o 189% | parisons were also not favorable due to construction work for developing a
Book Value 50% 20% 35% | some wnusual gains recorded in 2018, desalination plant to serve the city of

cal- | QUARTERLYREVERUES(Smii} | Full | However, increased activity at the Aerex Tijuana. The most recent delay was due to
endar | Mar31 Jun. 30 Sep. 30 Dec. 31| Year| business, which manufactures parts for a newly elected administration coming

2016 | 140 154 144 144 579 desalination facilities, should rise as more inte office. While the regulatory process

2017 | 166 153 168 148 ; 623 of these projects are built. All told, Consol- may take longer than expeécted, the chanc-

2018 | 143 159 188 167 | 657 jdated share net could climb 11%. es of it being permitted are excellent, as

018 | 170 183 158 168 684 The desalination segment of the water the water is needed. In any case, Consoli-

020 | 170 180 165 175 88 sector remains attractive. Management dated is limiting its risk here as it will

cal- EARNINGS PER SHARE A Full | currently estimates that there are 18,500 only be the operator and minority owner.
endar [Mar31 Jun.30 Sep.30 Dec. 31| Year | desalination plants in the world that sup- Suez International will construct Rosarito.

016 | 45 15 d13 10 271 ply water to over 300 million people. An- This stock is not for the typical water

0t (14 1 08 04 411 nuat growth in this sector is expected to utility investor. For starters, the compa-

018 | g4 14 30 401 88| average close to 10%. Much of this will be ny's earnings stream is much less predic-

0947 a6 1 81 attributable to rising populations in many table than the other regulated companies

00 | M8 .47 A5 05 65 parts of the world were potable water is in this group. Part of this is due to its ex-

Cal- | QUARTERLYDNOENDSPAD®« | Fuif | not plentiful. Indeed, in California and the tensive overseas operations. An average
endar {Mar31 Jun.30 Sep30 Dec3f) Year] southwestern United States, the use of selection for the year ahead, these shares

2006 1 075 015 075 075 30 | this process ought to pick up considerably. have negative potential in the 18-month

247 | 075 075 075 075 30| In the Golden State, there are 11 projects period. Over the pull to 2022-2024, how-

2018 | 085 085 085 085 § 34/ in operation, with another 10 in the plan- ever, the equity may well generate above-

2019 1 085 085 085 085 | 3! ning stages. Consolidated has most of its average returns.

2040 plants domiciled in countries where opera- James A, Flood January 10, 2020
(A) Fully difuted earnings. Excludes gains from | {B} Dividends historically paid in late January, | (D} Includes intangibles. As of S/36H9, $9.3 Com{:any‘s Financial Strength B+
discontinued operations: 17, $0.07 & share; | April, July, and Qctober. m Dividand reinvest- | milllien/$0.62 a share, Stock's Price Stability 50
*18, $0.07 a share; '18, $0.24 a share. Next | ment plan available. Price Growlh Perststence 0
eamings repert due mid-February. {C} In mililons, adjusted for stock splif. Earnings Predictability 40
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RECENT FlE Trafling: 323 \i RELATIVE DIvD 0/

MIDDLESEX WATER noousee [P 63,56 o 31 5Cetz )iee 1710 1.6% DA
THELNESS 3 Laessoos | | 198] 9] 193] tea] teal 2287 27T smol das) Tl s er Tavget Price Range
SAFETYY 2 Heritizus LEGENDS. ”

—— 1.20 x Dividends p sh

TECHNICAL 2 Reised 13020 dividzd by Interes| Rale 100

++ Relative Price Strength B0

BETA 75 (100~ Marke) Of;gg;;j‘g:a indicates recession [FLAMS A um E— e e 64
18-Month Targel Price Range 1 ”!J}‘,";"""" 1 48
Low-High  Midpoint (% 1o Mid} S illilllll il I h-él.l,;'l' 32
$62:388  $T1{10%) [I— I 21

X [T T L LM
2022 24 PROJEC?L?)?]"?TQME 'u'"""! Illillhlllf'uu_ll £y T ?:g
Price  Gain ~ Relun | ! i " PR 12
figh gg 'g:ﬁ“} g"yﬂ o * '-‘-.“".. .....l. - O ,,-_..-."- ',.,.-'

v 45 (30%) 8% i bl S - % TOL. RETURN 11/19 |3

Institutional Decisions o J TETRNCLE TR | gHs s
e 30K i I

why s gy | et 12 . — v B2 6o
108ell B7 58 87 | yaded i H Iy, 638 246
Hdsii) 9424 0432 9915 ] Sy. 2205 389
2003 | 2004 | 2005 | 2006 | 2007 | 2008 [ 2009 | 2010 [ 2011 [2012 |2013 [2014 [2015 2016 | 2017 | 2018 | 2019 | 2020 | ©VALUE LNEPUR. (1C]42-24

842) 625) 644 16| 60| 679 67| es0] es0] 698| 71| 76| 77| 818| 600| 842| 770| 5.20 |Revenuespersh 8.15
115 128 133 133 149 153 140| 155 146 15 172 184 87 A7 24 289 280 295 |"Cash Flow” persh 3.45
81 13 K 82 87 89 12 96 84 80 103 43| 122 138 1.38 196 195! 210 |Eamingspersh” 2.45
65 66 67 68 .69 10 1 12 13 14 5 16 78 81 86 51 48 1.04 {Div'd Decl'd per sh Ba 115
1871 26| 218 23] sesf 212 49| 180 TEO| 136 126] 140 153 287 | 308 440 3507 330 iCapT Spending persh 3.50
760: 802, B28] 652; 1005] 1003 1033 1143 ] 1127 ] 1148 1182 | 1224 [ 1274 1340 | 14021 1547 15761 16.45 Beok Vabue persh 17.05

048] 11.36| 1358] 13477 1325 1340 1352 1557 1570 | 1562 | 1506 | 16.42 | 16.23 ; 1630 | 1635 16407 17.50| 17.65 |Common 8hs Oulstg® | 18.00

00| 264 214 il 218 198 210 178 Hi| 208 19.7 185 191 258 284 | 222 | Bold fighres are | Avg Ann'l PIE Ratio 10
174 1361 146 1.3 1.15 1.19 140 143 1.36 132 iRl a7 85 1.34 1.43 1.20 ValuejLine Relative P/E Ratio 1.15

35% | 4% | 35% | 37| 37| AR | AT% | 4%} 0% | 40% | S7% | A% | 33w | 23% | 22| 2t | =™ |Avg Ann' Divid Yield 2.2%
CAPITAL STRUCTURE as of 9/30/19 §127 1027 j 10211 1904 | 1148 ] 471 4260 | 1329 | 1308] 1384 135 145 {Revenues {$mill} 165
Total Debt 5294.0 mifl. Due in § Yrs SBS.ImiE|~ 100] 1431 134} {44 66| 184 200 27 2281 3251 3401 7.0 |NetProfit {$mill) 440
LT Dobt $228.3 nil. e_'g;)gte’mss-a mil. A% | 321% | 327% | 338% § 34% | 0% [ 5% | SA0% | 527% | 26% | 200% | 21.0% [Income Tax Rate 24.0%
(r = COVETRRE: A5 of Cap') --| B8R G1% | 4%} 19% | 17% | 18% | 27% | 31% | 14% | 200 | 20% |AFUDC%toNetProfit | 2%

46.6% | 43.1% | 42.3% | 41.5% { 404% {40.5% [ 394% [ 37.9% | 37.5% | 27.8% | 45.0% | 42.5% [Cong-Term Deht Ratio 29.5%

Pension Assets-12H8 $65.8 mil. 521% | 55.8% | 56.6% | 57.4% | 58.7% | 58.8% ] 59.8% | 61.5% | 61.8% | 61.6% | 54.5% | 57.5% Common Equity Ralio 60.5%

. 0}”59- $83.9 mitl. 26791 3105 3125 3165 | 3214 ] 33581 3454 | 3564 | 3707 40dd 505 500 {Total Capital ($mili) 510

PHd Stock $2.4 mil. Pfd Div'd: §.1 mill. 3765 | 4059 | 4222 | 4352 | MGE | 4654 | 48101 5178 | 5572 6185] 625 635 {NetPlant{$mily 850
Commn Stock 16,689,540 shs. 50%) 57% | 52% | 54% | 59% | 63% | 66% | 4% | 69%| 89% | 75%| 80% [ReturnonTow)Capl | 9.0%
as of 1013119 T0% ] 84% | 75% ; 78% | 87% | 9%% | 96% {103% | 98% ] 129% | 12.5% | 13.0% |Return on Shr, Equity 14.6%

T.0% ) 82% [ 75% | 7% | 87% | 93% | G6% | 103% | 9.0% | 130% | £25% | 13.0% |Return on Gom Equity 14.5%
A% 20% [ 10% | 14% | 24% | 34% | 38% | 43% | 38% | 70%| 60% 6.5% |Refainedfo ComEqg 7.5%

MARKET CAP: $1.1 billian {Mid-Cap} 98% | 75% | B7T% | 83% | 7% | 67% | 63% | 6% | 62% | 4a% | 50% | 49% |ANDivds to Net Prof 47%
cu?&{%ﬂ POSITION 2017 018 83018 BUSINESS: Middlesex Water Company engages in the ownership 2018, the Middlesex System accounted for 59% of operaling reve-
Cash Assets 4.9 v 3.2 | and operation of regulaled waler utfity systems in New Jersey, Del  nues. At 1213148, the company had 330 emplayess. Incotperated:
Other 243 _ 271 3.5 | auare, and Pennsyivania. it alsa operales waler and wastewater NJ. President, CEQ, znd Chairman; Dennis W, Doll. Officers &
Current Assets 8.2 308 347 | guitems under contract on behalf of municipal and private clients in  direclors own 3.5% of the com, stock; BlackRock Inst. Trust Co.,
gggf{i]ae&'ab!e gg-g ggg gg% NJ and DE, lis Middiesex System provides waler services to 61,000 6.8% {419 proxy). Add.: 485 C Route 1 South, Suile 400, Iseiin, NJ
Other 15.7 184 17.6 | relail customers, primarily in Middlesex County, New Jersey. in 08830, Tel.: 732-634-1500. Int.: weav.middlesexwaler.com.

Gurrent Liab. b5 944 1035 | Middlesex Water Company has tapped fresh all-time high in late October. For
ANNUAL RATES Past Past Estd'16/48| the equity markets, The company much of 2019, the stock has traded in a
of change(persh) 10¥rs. ~ 5¥rs. {0224 | recently finalized a public offering of ap- relatively tight range. Indeed, investors
Revenues | 25% 34 20% | proximately 760,000 shares of common may be starting to take some profits off

ash Flow 55%  9.0% 6.5% ) o f _ s 5 N .

Earnings 60% 11.0% 75% | stock at a price of $60.50 per share (in- the table following several years of strong
Dividends 20%  30%  80% | cludes additional shares purchased by un- price appreciation and the recent dilution.
Book Valie 35% 45% 30% | derwriters). Middlesex received total net The board of directors increased the

Cal- QUARTERLY REVENUES {8 mill.) rull | proceeds of $43.8 million, which have beeiy quarterly payout 7%, to $0.2562 per
endar {Mar31 Jun.30 Sep. 30 Dec. 34| Year | earmarked for a number of efforts, includ- share. While consistent dividend hikes

2016 | 306 327 378 38 | 1329 ing general corporate purposes, paying off are reassuring, at current levels, this

2017 | 304 330 362 35 130.3‘ short-term oblipations, completing acquisi- equates to an annual yield of about 1.6%,
2018 | 312 349 387 333 | 1384 tions, and funding the continuation of in- which does nat necessarily jump out to the
018 | 307 334 378 341 | 135 frastructure investment initiatives, income-seeking crowd.

020 | 320 360 420 350 | 45} We are moderately tempering our What about Middlesex stock? The com-

Cal- EARMIKGS PER SHARE & Full | 2019 and 2020 earnings forecasts. The pany is in decent shape fromi a fundamen-
endar [ Mar31 Jun.30 Sep.30 Dec.31| Year ; Northeast water and wastewater operator tal perspective, and long-term business

016 | 28 36 B 19 | 138 saw net income contract year-over-year in prospects should be enhanced by multiple

2017\ 27 33 46 32 | 138{ the third guarter, to $0.66 per share, part- catalysts, such as an expanding customer

013 | 21 bz 74 A3 | 198] 1y due to weaker revenues stemming from base (particularly in Delaware), periodic

19 | 39 48 86 41| 195 softer water consumption related to unfa- rate increases, and strang infrastructure

W | A0 85 70 45 210) vorable weather. Operating expenses were spending. However, the issue is presently

Cal QUARTERLY DVIDENDS PAID Ba Full | essentially unchanged, on an annual basis. void of investment appeal. Middlesex
endar |Mar31 Jund9 Sep.30 Decdi| Year [ Ail told, we are slicing a nickel and a dime shares are just an average selection for

2016 | 10875 .10875 19875 21128 81| off our 2019 and 2020 share-net estimates, relative year-ahead price performance, and
2047 | 21125 21126 21125 22378 86| to $1.95 and $2.10, respectively, most of the gains we envision three to five

2018 | 22376 223715 22375 24 911 Middlesex shaves may be cooling off a years out appear to already be baked inte

019 |24 M4 24 2562] 98| bit. The stock price pulled back modestly the recent quotatior,

2020 since our last report, despite stamping a Nicholas P Patrikis January 10, 2020
{A} Diluted eamings. Next eamings reporf due | (B} Dividends historically paid in mid-Feb., | {C) In millions. Comﬁany's Financiat Strength B++
late January. May, Aug., and November.a Div'd reinvestment Stock’s Price Stability 85

plan available. Price Growth Persistence 55
Earnings Prediclahility 75
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RECEKT PIE Trailing: 51.6 I RELATIVE VD 0/
SJW GROUP NYSE.siw PRICE 71 .79 RATIO 44-3(Medjan: 210 /| PiE RATIO 2.41 YLD 1.7 fi] -
mewness — swoasoss | o] AT 04T 22T 2087 3581 od| i e s %[ m3| g s e
SAFETY 3 venzn LEGENDS 120
- T et e ol e - 100
TECHNICAL Suspended S8 | divided by Il Srench P P R L L LY L a0
BETA .60 (100 =Markel} Zloe1 spit 3106 N L) 64
- ons: Yes 5 B o SeLLY T R R
18-Maonth Target Price Range %acied aiea indicates tecession el ill el 9 ! 48
LowHigh  Midpoimt (%to Mid) fif) l”l i | : I '|.i"| 1
$51485  $68 (-5%) . LA T M o gt TR Iy
54324 PROJECTIONS T G I I L Cll G| o 20
~ Ann'l Total : P . R T 16
. Price  Gain  Retumn ; T e wnd e e [rree e 12
High 95 (-}30:%.} 9%’ o RN IS T A
Lok 85 __(A0%) N Lo , % TOT. RETURN 1119 |3
Institutional Decisions | THIS  VEARAK
U STOCK INDEX
oy w3 k|Gt AT f——— eome oo F
fo ¢l sl 62 69 | kaded 5 il [ 3y 3e3 246 -
HFs{id)] 19349 19526 19354 Sy 1616 389
2003 | 2004 | 2005 | 2006 ; 2007 | 2008 [ 2009 | 2010 {2011 [2012 [2013 {2044 [2015 |20116 | 2017 [2018 2010 [2020 | ©VALUE LINE PUB. LLC|22-24
8201 94| 988; 1085 11257 1242| 19168 | (162 285] 1401 | 1373 | 1576 { 1497 | 166% | 1897 | 1400 | 14.95| 4945 | Revenues per sh 20.85
176 189¢ 22 2.38 230 244 228 238 | 280f 287 2867 442 386, 47 5241 328| 315 445 |“CashFlow” persh 3.30
1 87y 112 149 1.04 1.08 B 84 i 98 112 254 185 257 2.85 182 145 | 245 |Eamings per sh A 1.65
A9 51 53 57 61 85 .66 .68 69 J1 13 75 18 81 1.04 1.42 1.20 1.28 | Div'd Bacl'd per sh Bm 1.50
341 231 2.83 387 6621 3/} 347 585 30 67| 468) b02] 52| 69 7126| 5087 500] 5.25|Cap'l Spending persh 525
84| 10011 1072 12481 1290 | 1399 1366 1375| 14.20] 1471 1592 | 1775 | 1683 | 2081 ) 2257 M31| 3420 3270 |Book Value per sh 38,35
18271 1827 18.27( 1828 1836 | 18718] 1850 1855 | 1850 1887 | 2017 | 2020 | 26.08 | 2646 | 2052 2640 | 28.00 | 3955 [Common Shs Quist'g< | 30.00
154 198 187 235] 334 2821 287 291 A2 204 M3 12| 66| 157 188 | 327 | Boid fighres are |Avg Ann PIE Raffo 220
88 1.04 105 127 497 s8] 191 185 133 130 [ 137 59 B4 B2 85 176 Valueiline Relative PIE Ratic 1.20
35 36 24% | 200 | A% | 23% | 28% | 28% | 29% | 30% | 27% | 26% | 256 | 20% | 19% ! 0% | *"P% | Avg AnwiDivd Yield 1.9%
CAPITAL STRUCTURE as of 33019 216.9 | 21561 23007 26151 2769 3197 1 3054 | 3397 | 3802 3977 410 535 | Revenues {($mill) 625
Tolal Deb $511.4 mill. Due in 5 Yrs $14.3 mill. 152| 158| 208| 223| 235| G618| 79| 6281 527 388! 420 720 |NelProfit {Smill) 110
%ﬁ:&fﬁé&ﬂ _7'37}‘"‘9'65‘32“-0 mil, 4045 | IBR% | 430% | 41% | 337 | 325% | 36.4% | 30.8% | 36.9% | 206% | 20.0% | 20.0% |Inconre Tax Rate 71.0%
¢ gs: 10X rhciCaply | 2061 oo oo o] b o] o) | 20%| 18% ) 8% 1.5% |AFUDC %toNetProfit | 1.5%
49.4% | 53.7% | 56.6% | 56.0% | 51.1% | 51.6% | 49.8% | 507% | 48.2% | 32.7% | 36.5% | 35.0% |CongTerm DobiRatic | 32.5%
Leases, Uncapitalized: Annual rentals 4.4 mill, 50.6% | 46.3% | 43.4% | 45.0% | 48.9% | 484% | 50.2% | 49.3% | 518% | 67.3% | 63.5% | 65.0% [Common Equity Ratio 67.5%
) 4996 | 5507 | 6079 | 8102 | 6862 | 7445 | 7646 | 8550 | 894313207 | 1420 1490 [Total Capita! {Smill} 1760
Pensian “5“‘5'12““(‘3%7:5 ";2'8-79 " 7185 | 7655 7562 | 8316 | 8967 | 9630 | 10368 | 11464 | 12303 | 13285 | 1365 | 1400 |Net Plant (Smilt 1500
PEd Stock None. 9. TBL il 44% | 43% | 49% @ 50% | 50% | 83% | 63% ; TA4% | TO% | 39% | 40%| 55% [Return on Total Capl 7.0%
Commion Stock 28,456,490 shs. 60% | 62% | 7.9% ; 81% | 7.3% | 144% | 99% | 125% | 928% | 44% | 45%| 7.5% |Reiwen on Shr. Equity 9.5%
as of 101289 60% | B62% | TO% | 81% 1 7.9% | 144% § 99% {125% | 128% ] 44% | A5% | 7.5% iReturn on Com Equity 9.5%
MARKET CAP: $2.0 billion (Mid Cap) 2 12% ) 3% | 33% [ 28% [102% | 57% | 86% | B2%T 18%| 10%| 3.5% jRefaledto Com Eq 5.5%
CUR&?&TPOSW!ON 2007 2018 Qf30M8 | B0% | B0% | G61% | 59% | 62% | 20% | 42% | 3% 6% % 60| BI% I 52% [AllDiv'ds to Nel Prof 41%
Cash Assets 78 4207 4247 | BUSINESS: SJW Group engages in the production, purchase, wilh Connecticut Water (10/19) which provides service to appPIoX.
Accls Receivable 123192 280 siorage, purificalion, distiibulion, and retall sale of water. f provides 138,000 connzclions with tolal pepulation of 450,000 people. Has
Other L8 628 5h1 waler senvice (0 approximalely 231,000 connections with a tolal  about 416 employees. Officers and directors own 8.2% of oulstand-
g”’;e'g Assbeits ggg 523; 52;3 populalion of roughly one miliion peaple in the San Jose area and ing shares {3/19 proxy). Chaiiman & CEO; Richard Roth. In-
DZ%foga © - i -7 | 16,000 connections that reach about 49,000 residents in the region  corporated: California, Address: 110 Wast Taylor Strest, San Jose,
Olher 621 1301 1161 | between San Anfenio and Austin, Texas. The company nierged  CA 95110 Telephone: (408) 279-7800, Intemel: v, swater.com.
Curreri Liab. 8.1 1640 13| g W Group completed the purchase of tion with the Califarnia Public Utilities

Connecticut Water Service in October

Commission to deploy Advanced Metering

olchange fpersh} 10Yss. — §¥rs.  10'222 | of 2019. The $70-per-share all-cash trans- Infrastructure, a technolegy that can pro-
nggﬁlf‘f?csxw“ ?00,";“ 1?30,’:: ggg; action teok nearly a year to close after vide essential water usage information ta
Earnings 80% 188% 7.0% | both entities finally received the nod from customers on an hourly basis rather than
Dividends 45% A0 70% | their respective regulatory agencies. The once every two months. Near real-time
Book Value 59% 80% 75 third-largest  investor-owned regulated water consumption data, early leak detec-

Cal- | QUARTERLYREVENUES{Smil) [ Fun | water and wastewater provider now caters tion, and usage spike notifications ought to
endar | Mar3f Jun. 30 Sep. 30 Dec. 31| Year | to roughly 1.5 million people across the help customers meet California’s revised

2096 | 611 869 {123 794 | 3307 U.S. Moreover, Connecticut Water is well state conservation standards {takes effect

087 | 690 1021 1246 935 | 3892 represented on the hoard of directors, as in 2022), which are vital given that the

018 1 750 991 1249 887 | 3977) three former directors have been given area is prone to extreme drought condi-

20191 777 1030 140 115 | 410 | seats on STW Group's board. tions. Further, the AMI program will like-

2020 | 05 135 170 125 | 535 Accordingly, we are lifting our 2020 fi- ly be accompanied by additional infra-

cal- EARNINGS PER SHARE A Full | nancial projections to reflect the deal. structure investment {upgrades to water
endar |Mar31 Jun. 30 Sep. 30 Dec. 31| Year | The company probably ended 20619 on a filtration systems, treatment plants, and

016 ;16 82 82 67 | 257| mixed note. Added revenues from Con- pipelines) over the pull to 2022-2024.

07 | 18 80 84 8 | 288 necticut operations may be partially offset The issue remains suspended for

08| 06 &2 76 38 182) by a recent ruling on SIW's conservation Timeliness given the recent merger,

018 |28 AT B 44 1450 emorandum account balance. Neverthe- SJW Group's expanded operational foot-

N0 | 20 85 95 65 | 245 less, the stage is set for a promising 2020, print augurs well for long-term business

Cal- | QUARTERLYDVIDERDSPAIDE™ | Full | in our view. We now look for revenues of prospects. Also, given that the market con-
endar | Mar31 Jundd Sepdd Decdf| Year | $535 million and earnings of $2.45 a share tinues to print record highs, we think a

2016  .2025 2025 2025 2025] 81| this year. rotation into nonc