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Q. PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS ADDRESS. 1 

A. My name is Joan Grindeland.  I am a Utility Analyst employed in the 2 

Telecommunications and Water Division of the Public Utility Commission of 3 

Oregon (OPUC).  My business address is 201 High Street SE. Suite 100, Salem, 4 

Oregon 97301.  5 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND WORK 6 

EXPERIENCE. 7 

A. My witness qualification statement is found in exhibit Staff/101. 8 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 9 

A. The purpose of my testimony is to describe the Public Utility Commission of 10 

Oregon Staff’s (Staff) recommendations regarding Mountain Home Water 11 

District’s (Mt. Home or Company) retail rates in Docket UW 172.  In my testimony 12 

I will address the following issues:  13 

Issue 1 --- Staff's Summary Recommendation ............................................ 2 14 

Issue 2 --- Mt. Home's Description and Regulatory History ......................... 3 15 

Issue 3 --- Summary of Mt. Home's General Rate Filing ............................. 5 16 

Issue 4 --- Staff's Review of Mt. Home's Filing ............................................ 8 17 

Issue 5 --- Restrictions Usage for Lawn and Non-commercial Gardens …17 18 

Issue 6 --- Cost of Capital……………………………………………… ....... ..19 19 

Issue 7 --- Rate Spread and Rate Design………………………………........20 20 
   21 

Table 1 --- Current and Proposed Rates ..................................................... 8 22 

 

Exhibit 101 --- Witness Qualification ........................................................... 1 23 

Exhibit 102 --- Revenue Requirement ...................................................... 1-2 24 

Exhibit 102 --- Adjustment Summary ....................................................... 3-4 25 

Exhibit 102 --- Proposed Rates ................................................................ 5-6 26 

Exhibit 102 --- Plant ................................................................................. 7-9 27 

Exhibit 103 --- Data Responses & Supporting Documentation………… 1-35 28 

 29 



Docket No: UW 172 Staff/100 
 Grindeland/2 

 

Q. WHO IS TESTIFYING IN THIS DOCKET? 1 

A. I am testifying as the primary Staff witness in Docket No. UW 172.  Mr. Matt 2 

Muldoon will provide additional testimony in Staff/200 regarding cost of equity. 3 

Q. DID YOU PREPARE EXHIBITS FOR THIS DOCKET? 4 

A. Yes.  I prepared Exhibit Staff/101, consisting of one page, Exhibit Staff/102, 5 

consisting of 9 pages, and Exhibit Staff/103, consisting of 35 pages.    6 

ISSUE 1: STAFF’S SUMMARY RECOMMENDATION 7 

Q. WHAT IS STAFF’S SUMMARY RECOMMENDATION? 8 

A.  Staff’s primary recommendation is a revenue requirement of $42,263, as 9 

compared to Mt. Home’s request of $20,100, resulting in an annual revenue 10 

increase of $40,023 or 1,787 percent above the Company’s 2016 Test Year 11 

revenues, with an 8.6 percent rate of return (ROR) on a rate base of $82,591.  12 

The calculation of Staff’s revenue requirement is shown in Exhibit Staff/102.  As 13 

discussed more fully below, Staff’s recommendation is based on the inclusion of 14 

the entire plant in service in rate base, which renders an assessment for capital 15 

costs related to the replacement well unnecessary.  16 

Staff’s alternative recommendation is a revenue requirement of $32,883 as 17 

compared to Mt. Home’s request of $20,100, resulting in an annual revenue 18 

increase of $30,643 or 1,368 percent above the Company’s 2016 Test Year 19 

revenues, with an 8.6 percent rate of return on a rate base of $14,889.  The 20 

calculation of Staff’s revenue requirement is shown in Exhibit Staff/102.  Staff’s 21 

alternative recommendation assumes a $23,239 one-time assessment for the new 22 

well, which would be treated for ratemaking purposes as Contributions in Aid of 23 
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Construction (CIAC).  This has the effect of recovering replacement well related 1 

capital costs up-front, rather than over time in rate base.  There are no other 2 

differences between Staff’s primary and secondary recommendations. 3 

Due to the complexity of this case and lack of records, Staff recommends 4 

that the Company file a new rate case no later than three years from the date of 5 

the order in this case. 6 

ISSUE 2: MT. HOME’S BACKGROUND AND REGULATORY HISTORY  7 

Q. PLEASE DESCRIBE MT. HOME. 8 

A. Mountain Home Water District is a corporation providing drinking water service to 9 

residential customers and is located in the rural area of West Linn, Oregon.  It is 10 

currently owned by Dr. Keith Ironside.1  The system was originally constructed in 11 

the early 1970s and was known as the Belridge Water System.  At the time of the 12 

filing, the Company provided water service to two neighbors, as well as two 13 

households owned by Dr. Ironside.2  One neighbor, Nate Seymour, has drilled his 14 

own well and the Company estimates that Mr. Seymour will terminate service by 15 

January 31, 2018.3  As a result, Staff’s recommendation in this case assumes the 16 

Company will be providing service to three households:  the Intervenors (Mel and 17 

Connie Kroker) and the two homes owned by Dr. Ironside and Valerie Meyer.   18 

                                            
1 Staff notes that some assets used to provide service are located on a tax lot now owned by 
Dr. Ironside’s daughter, Valerie Meyer, which was conveyed to her on April 18, 2013 by a Bargain and 
Sale Deed recorded in Clackamas County Records under Document No. 2013-027244.  In re Mountain 
Home Water District, OPUC Docket No. UM 1769, Order No. 17-164 at 1 (May 16, 2017). 
2 UM 1769 - Staff/103, Hari/5 (Company response to Kroker DR 10). 
3 Staff/103, Grindeland/1 (Company’s Response to Staff DR 24). 
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Staff will revise its recommendation in a future round of testimony if Mr. Seymour 1 

has not disconnected from the system at that time. 2 

Q. PLEASE PROVIDE A SUMMARY OF MT. HOME’S REGULATORY 3 

HISTORY. 4 

A. Mt. Home was a service-only regulated utility under the jurisdiction of the 5 

Commission until July 2017.  As a consequence of the events described more 6 

fully below, Mt. Home is now a rate and service regulated water utility.   7 

On April 1, 2016, Mt. Home filed an application for authority to terminate 8 

water service and abandon its water utility under OAR 860-036-2110, effective 9 

June 30, 2016 (Docket UM 1769).  That application was denied in Order 10 

No. 17-164.  Following that denial, on May 31, 2017, Mt. Home notified its 11 

customers it proposed to 1) increase its rates from $80 per month to $200 per 12 

month, effective August 1, 2017,  2) restrict water used for landscape irrigation, 13 

effective June 1, 2017, and 3) levy an assessment of $17,500 due and payable by 14 

June 30, 2017. 4  15 

On June 26, 2017, the Commission received a petition requesting rate 16 

regulation under ORS 757.061(3)(d) from one customer, intervenors Mel and 17 

Connie Kroker, which met the statutory requirement  of more than 20 percent of 18 

customers of the water utility filing a petition requesting rate regulation.5  As a 19 

result, Docket No. WJ 33 was opened and on July 12, 2017, and in Order 17-249, 20 

the Commission asserted regulatory jurisdiction over Mt. Home as a rate and 21 

                                            
4 Staff/103, Grindeland/2-7 (Mountain Home Water District Customer Notices). 
5 Staff/103, Grindeland/8 (Mel and Connie Kroker petition requesting rate regulation). 
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service regulated water utility under ORS 757.005, 757.020, and 757.061, and 1 

ordered the Company to file appropriate tariffs within 60 days of the date of the 2 

order.6 3 

 In response to Order 17-249, Mt. Home filed compliance tariffs and a 4 

request for an increase in rates, which was docketed as UW 172.   5 

ISSUE 3: SUMMARY OF MT. HOME’S GENERAL RATE FILING 6 

Q. PLEASE DESCRIBE MT. HOME’S REQUEST FOR A GENERAL RATE 7 

REVISION. 8 

A. The Company filed its request for a general rate increase on August 11, 2017.   9 

Mt. Home proposed to raise monthly rates from $80 to $1,675, an increase of over 10 

2,000 percent.  In addition, the Company proposed a one-time assessment of 11 

$23,333 per user, representing a one-third share of the approximately $70,000 the 12 

Company had spent for a replacement well.  13 

In arriving at the $1,675 monthly rate, the Company requested recovery 14 

of only the following expenses: 15 

1. Regular monthly expenses  $150 16 
2. Reserves for non-routine repairs $250 17 
3. System Operator   $450 18 
4. Legal Costs    $825 19 
5. Total                 $1,675 20 

The Company’s Application assumed the departure of Nate Seymour, 21 

and therefore, the Company assumed for the purpose of the filing that only one 22 

customer, the Krokers, would be affected by its proposed monthly rate changes.  23 

                                            
6  In re Mountain Home Water District, OPUC Docket No. WJ 33, Order No. 17-249 at 2 (Jul. 12, 2017).  
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The Company proposed to spread the assessment over the remaining three users 1 

of water from the system.  According to the Company’s definition,7 the three users 2 

include the Krokers, a house owned by Dr. Ironside, and a house owned by 3 

Valerie Meyer.  Finally, as shown above, the Company requested neither return of 4 

nor return on its rate base, excluding the replacement well which would be 5 

recovered through the one-time assessment. 6 

The Company modified its request through the discovery process and 7 

laid out an additional option for the development of its rates.  Under that option, 8 

the Company indicated it expects to earn a rate of return (ROR) in the range of at 9 

least ten percent on its rate base if the Commission did not approve the one-time 10 

assessment of $23,333 per customer.8  The Company did not quantify the 11 

impacts of its alternate proposal on customer rates.  Because the Company’s 12 

alternate recommendation would result in placing the approximately $70,000 13 

related to the replacement well in rate base and recovering that entire amount 14 

(rather than one-third) from one customer – the Krokers – the Company’s 15 

alternative would result in higher rates for its customer than the rates proposed in 16 

its Application.   17 

Staff’s primary recommendation is based on the Company’s alternate 18 

proposal to include the new well in rate base.  Unlike the Company’s alternate 19 

proposal, Staff’s primary recommendation incorporates the collection of all costs, 20 

including the rate based amounts, from all three of the Company’s customers.   21 

                                            
7 Staff/103, Grindeland/9 (Company’s Response to Staff DR 12). 
8 Staff/103, Grindeland/10 (Company’s Response to Staff DR 16). 
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Finally, the Company proposes that the water delivered by the Company 1 

may not be used for irrigation, including lawn, garden, and landscape irrigation, 2 

due to concerns with Oregon Water Resources Department (OWRD) regulations. 3 

Q. WHY IS THE COMPANY REQUESTING A GENERAL RATE INCREASE? 4 

A.  In its Application, filed in compliance with the Commission’s order asserting rate 5 

regulation, the Company stated that there were three reasons it was seeking a 6 

permanent increase in the monthly charge, as well as a one-time assessment of 7 

costs for replacement of the well completed in 2016.9  First, two customers left the 8 

system in September 2016, which reduced total revenue by 50 percent but did not 9 

reduce the costs of operation; a third customer is expected to leave the system in 10 

the fall of 2017.  Second, the Company intends to hire a contractor to operate the 11 

Company, following the Commission's suggestion in Order No. 17-164. (Order 12 

No. 17-164 at 6, 8.)  Third, the Company states that it has historically operated at 13 

a loss, with no reserves for unexpected repairs and with the owner frequently 14 

paying for non-routine system repairs from his personal funds, rather than seeking 15 

contributions from customers.   16 

In its Application, the Company also cited Order No. 17-164, in which the 17 

Commission criticized the Company's accounting and management as "casual," 18 

implying that the Company was to blame for the fact that the owner had to 19 

subsidize the system to keep it operational.10  As such, the Company states it is 20 

seeking to increase its revenue to a level that (1) is adequate to meet its ongoing 21 

                                            
9 Mountain Home Water District Advice Letter at 2 (filed Aug. 11, 2017). 
10 Order No. 17-164 at 8 ("There is evidence that Mountain Home has been able to pass through 
extraordinary costs to its customers when it has chosen to do so."). 
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expenses, including electricity charges, quarterly water quality testing, 1 

compensation for an operator for the system, legal fees for the Company's 2 

compliance with rate as well as service regulation, and normal maintenance 3 

expenses; and (2) allows for reserves to meet non-routine repair and 4 

rehabilitation costs for the water system, which is near the end of its useful life.  5 

Q. WHAT TEST YEAR PERIOD DID THE COMPANY USE IN ITS FILING? 6 

A. The Company used the test year period of January 1, 2016 through  7 

December 31, 2016. 8 

Q.  WHAT ARE MT. HOME’S CURRENT RATES AND WHAT RATE INCREASE 9 

HAS MT. HOME PROPOSED IN THIS CASE?   10 

A. A summary of rates is included in Table 1: 11 

Table 1:  Monthly Rates 12 

Company 
Current 
Rates 

Company 
Proposed 

Rates 

Staff  
Primary 

Recommendation 

Staff  
Alternative 

Recommendation 

$80/month $1,675/month* $1,200.05/month $918.13/month* 

* Company Proposed Rates also include a $23,333 one-time assessment.  13 
Staff’s Alternative recommendation includes a one-time assessment of 14 
$23,239.11 15 

ISSUE 4:  STAFF’S REVIEW OF MT HOME’S FILING 16 

Q. WHAT ISSUES DID STAFF INVESTIGATE? 17 

A. Staff’s investigation and analysis of Mt. Home’s general rate filing included a 18 

comprehensive examination of the Company’s revenues, expenses, proposed 19 

adjustments, rate spread and rate design, rate base, capital improvements, and 20 

cost of capital. 21 

                                            
11 As explained more fully below, Staff’s assessment is based on amounts reflected on invoices provided 
by the Company. 
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Q. WHAT ASSUMPTIONS DID STAFF MAKE IN DETERMINING HOW TO SET 1 

RATES IN THIS CASE? 2 

A. For the purpose of this testimony, Staff assumed the following: 3 

1. There are three customers on the system: Dr. Ironside (owner of system and 4 

rental property), Valerie Meyer (Dr. Ironside’s daughter), and Mel and Connie 5 

Kroker (Intervenors).12  6 

2. That rate recovery for the new well could be achieved either through its 7 

inclusion in rate base, or through a one-time assessment: 8 

a) Primary Recommendation: the entire plant in service is placed in rate 9 

base, and therefore an assessment for capital costs related to the 10 

replacement well is not necessary.  11 

b) Alternative Recommendation: an assessment is allowed and that 12 

assessment is treated as CIAC for future ratemaking purposes, as 13 

described below.  This has the effect of recovering capital costs up-front, 14 

rather than over time in rates.   15 

3. The Commission has no jurisdiction to adjudicate property rights.   16 

Q. DID STAFF RECOMMEND ADJUSTMENTS TO MT. HOME’S 2016 TEST 17 

YEAR EXPENSES AS PROPOSED BY MT. HOME IN ITS APPLICATION? 18 

A. Yes.  Staff examined expenses for reasonableness in accordance with the 19 

Commission’s statutes and rules that apply to rate-regulated water utilities.     20 

                                            
12 Staff notes that the Company’s Application drew a distinction between users of the system 
(Dr. Ironside and Valerie Meyer) and customers (Mel and Connie Kroker, and Nate Seymour).  Staff’s 
testimony assumes that customers and users of the system are the same for ratemaking purposes. 



Docket No: UW 172 Staff/100 
 Grindeland/10 

 

Q. PLEASE PROVIDE A SUMMARY EXPLANATION OF ALL ADJUSTMENTS 1 

RECOMMENDED BY STAFF. 2 

A. A summary of all of the adjustments made to the Revenue Requirement can be 3 

found in Exhibit Staff/102, Grindeland/3-4.  Below is a summary explanation of 4 

the primary adjustments to the Revenue Requirement.  5 

Q. PLEASE PROVIDE A BRIEF EXPLANATION OF STAFF’S ADJUSTMENTS TO 6 

MT. HOME’S EXPENSE AND RATE BASE ITEMS.  7 

Contract Services-Legal 8 

The Company proposed an annual legal expense of $9,900 based on two to four 9 

hours per month of legal fees.13  Staff requested the Company’s legal fees to date 10 

and the Company responded with costs through October 31, 2017, which included 11 

expenses associated with this rate case.14  Staff’s proposal is to separate on-12 

going anticipated legal expenses from rate case expense, as described more fully 13 

in the Amortization of Rate Case section below.   14 

For on-going legal expenses, Staff proposes an annual expense of 15 

$2,500 based on approximately one hour per month of legal fees.  The Company 16 

plans to hire a certified operator who will conduct on-site visits, take lab samples, 17 

check system operation and verify usage compliance as well as do billing and 18 

bookkeeping.15  Because there will be separate operator for the system, Staff 19 

believes the ongoing expenses attributed to legal costs will be minimal going 20 

forward.    21 

                                            
13 Staff/103, Grindeland/11 (Company’s Response to Staff DR 6). 
14 Staff/103, Grindeland/12 (Company’s Response to Staff DR 22). 
15 Staff/103, Grindeland/13 (Company’s Response to Staff DR 5). 
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Repairs to Water Plant 1 

The Company did not request any expense related to repairs to the water plant.  2 

Instead, it requested a contingency fund of $3,000 per year roughly based on the 3 

average of repair expenses for a four year period from 2006-2009.16 4 

Staff requested a more recent estimate of expenses, for the years 2010 5 

through 2015, in DR 21.17  The Company was only able provide documents for 6 

four of the six years requested.  The average of those four more recent years of 7 

expense is $1,339.  While some of the infrastructure (e.g., the replacement well) 8 

is relatively new, the remainder of the system is relatively old.  In addition, the 9 

Company stated expense records are incomplete, which means the average 10 

expenses recorded are, if anything, understated.  Considering all of these factors 11 

Staff finds the $1,339 average to be a reasonable approximation of the expense 12 

amount.  Therefore, Staff recommends including $1,339 for repairs to water plant. 13 

PUC Fee 14 

The Company did not request any expenses related to the OPUC fee.  Staff has 15 

adjusted these items consistent with applicable rates, adding $99 to gross 16 

revenue fees. 17 

Amortization of Rate Case 18 

 As discussed above, in DR 22, Staff requested the legal costs to date (associated 19 

with the current rate case), as well as a forecast of future legal expenses.  The 20 

Company responded “Legal expenses for the rate case are approximately 21 

                                            
16 Staff/103, Grindeland/14 (Company’s Response to Staff DR 13). 
17 Staff/103, Grindeland/15 (Company’s Response to Staff DR 21). 
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$16,000 through October 31, 2017.  If the rate case proceeds as contemplated in 1 

the current schedule, with four rounds of written testimony, an evidentiary 2 

hearing, and briefing, the Company anticipates another $35,000 to $45,000 in 3 

legal costs.”18  Based on this response, Staff approximated rate case expense at 4 

$56,000 and spread those costs over three years, to coincide with the 5 

requirement to file a new rate case in three years, for amortization of rate case 6 

costs at $18,667 each year for three years. 7 

Contingency Account 8 

Staff notes that contingency funds are generally utilized by not-for-profit utilities, 9 

as rates for those types of corporations do not include an authorized ROR which 10 

may provide necessary reserves for unanticipated contingencies.  Conversely, 11 

for-profit utilities can rely on their authorized ROR to provide funds necessary for 12 

unanticipated contingencies.  Mt. Home is a for-profit utility, and therefore can 13 

rely, at least in part, on its ROR if funds are needed to address unanticipated 14 

contingencies.  As described in the Cost of Capital section of my testimony, Staff 15 

is proposing an 8.6 percent rate of return. 16 

Property Tax 17 

The Company did not request any expenses related to property taxes.  Staff 18 

included property taxes of $901 based on applying the millage rate for Clackamas 19 

County to net plant. 20 

  

                                            
18 Staff/103, Grindeland/12 (Company’s Response to Staff DR 22). 
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State and Federal Taxes 1 

The Company did not request any expenses related to state or federal income 2 

taxes.19  Staff has adjusted these items consistent with applicable rates adding 3 

$250 for Federal and $118 for State Income Taxes. 4 

Plant in Service 5 

Staff determined plant in service at $85,309 based on reported plant,20 which 6 

includes $69,714 in replacement well invoices provided by the Company.21 7 

Accumulated Depreciation 8 

Staff included Accumulated Depreciation consistent with the plant lives and in-9 

service dates provided by the Company, which results in the addition of $5,206 to 10 

Accumulated Depreciation of Plant. 11 

Contribution in Aid of Construction (CIAC) 12 

Under Staff’s primary recommendation in this case regarding the treatment of well 13 

replacement costs, there is no customer assessment and therefore, no CIAC. 14 

Should the Commission adopt Staff’s alternative recommendation, cost recovery 15 

for the replacement well would be paid for by customers through one-time 16 

assessments.  These assessments would be treated as CIAC for ratemaking 17 

purposes.  Because Dr. Ironside has to date paid for all costs associated with the 18 

replacement well, Staff’s alternative recommendation assumes Mr. and 19 

Mrs. Kroker would pay a $23,239 assessment for their 1/3 of the replacement well 20 

costs.  The terms of the assessment are described below.   21 

                                            
19 Staff/103, Grindeland/16-17 (Company’s Response to Staff DR 14). 
20 Staff/103, Grindeland/18-19 (Company’s Response to Staff DR 15). 
21 Staff/103, Grindeland/20-34 (Company’s response to Staff’s DR 9). 
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Staff recommends that the assessment required be paid in full by  1 

September 3, 2018, or in agreed upon monthly installments, with an interest rate 2 

equal to 8.6 percent which represents the Company’s ROR. 3 

Q. DID STAFF ANALYZE MT. HOME’S PLANT SCHEDULE AND DEPRECIATION 4 

EXPENSE? 5 

A. Yes.  Review of Plant and Depreciation Expense was part of Staff’s 6 

comprehensive examination of the Company’s case.  Staff examined the plant 7 

schedules provided by the Company and issued numerous data requests 8 

regarding additions to the plant.  Adjustments were made to bring the useful lives 9 

in line with NARUC standards and corresponding adjustments were made to 10 

depreciation calculations. 11 

Q. PLEASE DESCRIBE THE ADJUSTMENTS MADE TO MT. HOME’S PLANT. 12 

A. As discussed more fully below, Staff included the full costs for the well 13 

replacement as well as adding corrected plant lives and depreciation.   14 

Q. PLEASE DESCRIBE THE HISTORY OF THE REPLACEMENT WELL. 15 

A. At the prehearing conference for this proceeding, Administrative Law Judge 16 

Power took official notice of the record in Docket UM 1769, which includes a 17 

robust history and discussion of the water system used to serve customers.22  18 

Here, Staff provides a brief discussion of the relevant history and facts. 19 

The water system currently provides natural spring water from a drilled well, 20 

which was financed by Dr. Ironside (“permanent replacement well”).23   Water was 21 

                                            
22 UW 172 – Prehearing Conference Memorandum (Oct. 30, 2017). 
23 Order 17-164 at 2. 
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previously provided by a well drilled by Dale Belford, Dr. Ironside’s predecessor in 1 

interest, in 1973 (“original well”).24   The original well was drilled to a depth of 2 

600 feet, with 90 feet of casing and a pump located at 397 feet.25   3 

In the March 2016, the system suffered loss of water pressure, which 4 

prompted the Company to retain the services of Steve’s Pump Service to identify 5 

the cause of the problem.26   After investigating and testing, Steve’s Pump Service 6 

determined that the issue was not related to the pump, and recommended that 7 

Dr. Ironside contact Olsen Pulliam Well Drilling to investigate the well.27   8 

Following its own testing and investigation, Olsen Pulliam Well Drilling determined 9 

that the original well was crooked,28 had caved in,29 and could not be lined and 10 

cased to the appropriate depth.30   Accordingly, Olsen Pulliam Well Drilling 11 

recommended that Dr. Ironside drill a new well, as it would be more cost-effective 12 

than attempting to repair, case and line the original well consistent with industry 13 

best practices such that the well would not cave in at some future point.31   14 

Construction of the new well began drilling the replacement well in the spring of 15 

2016. 16 

In March 2016, the Company temporarily connected its distribution system to 17 

a second well (“interim well”), owned personally by Dr. Ironside, in order to 18 

                                            
24 Order 17-164 at 2. 
25 UM 1769 - Mountain Home Application at 2 in UM 1769. 
26 Order 17-164 at 2. 
27 UM 1769 – Company/300, Hougak/1; See also Order 17-164 at 2. 
28 UM 1769 – Hearing Tr. at 76. 
29 UM 1769 – Hearing Tr. at 59, 63. 
30 UM 1769 – Hearing Tr. at 63, 65-67, 70, 88. 
31 UM 1769 – Company/400, Wagner/1. 
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maintain service to customers while the replacement well was being drilled.32  1 

The interim well is located on Dr. Ironside’s property and was intended to provide 2 

service to a single home also located on Dr. Ironside’s property.  The interim well 3 

does not have a separate identification number on file with the Drinking Water 4 

Program, nor does the Oregon Water Resources Department (OWRD) have well 5 

logs for it.33  The Company has no information regarding when it was drilled or 6 

who constructed it.34   7 

When the permanent replacement well was completed, the Company 8 

disconnected its system from the interim well and connected to the permanent 9 

replacement well financed by Dr. Ironside.35   10 

Q. HOW DID STAFF DETERMINE WHETHER THE COST OF THE 11 

REPLACEMENT WELL SHOULD BE INCLUDED IN RATE BASE? 12 

A.   As described above, due to the condition of the original well, Olsen Well Drilling 13 

ultimately recommended that the original well be abandoned.  Dr. Ironside drilled 14 

a replacement well on Parcel 2, which was then connected to the Mountain Home 15 

distribution system in spring 2016.   16 

The recommendation to abandon the original well was provided by Vance 17 

Wagner of Olsen Pulliam Well Drilling.  As he described in his testimony in 18 

UM 1769, Mr. Wagner is a licensed well driller with over 20 years of experience 19 

                                            
32 Order 17-164 at 2.  
33 UM 1769 - Staff/103, Hari/4 (Company response to Kroker DR 14); Staff/102, Hari/1-2 (Company 

response to Staff DR 2). 
34 UM 1769 -Staff/103, Hari/1-2 (Company response to Kroker DR 3). 
35 UM 1769 - Staff/102, Hari/2 (Company response to Staff DR 4). 
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and has drilled around 350 wells.36  Based on Mr. Wagner’s advice, Staff believes 1 

Dr. Ironside’s decision to abandon the well and drill a new replacement well was 2 

prudent.   3 

Given all of the above, Staff believes it is reasonable to include the entire 4 

cost of the replacement well in rate base. 5 

ISSUE 5:  RESTRICTIONS ON USAGE FOR LAWNS AND NON-6 

COMMERCIAL GARDENS 7 

Q. PLEASE DESCRIBE THE COMPANY’S PROPOSAL TO RESTRICT WATER 8 

USAGE FOR LAWNS AND NON-COMMERCIAL GARDENS. 9 

A. The Company’s initial tariff filing at Schedule No. 1 Flat Rates includes the 10 

following language: 11 

Water use is restricted to indoor residential use only.  Water delivered by 12 
the Utility may not be used for irrigation, including lawn, garden, and 13 
landscape irrigation.  The Utility may inspect customer’s premises to 14 
verify compliance with this restriction. 15 

The Company’s primary concern is its compliance with OWRD statutes and 16 

regulations relating to the use of water from an exempt well.37  The Company 17 

further explains that exempt wells may be used for group domestic purposes up to 18 

15,000 gallons per day, shared amongst all users, but that  the total use of water 19 

for any lawn or non-commercial garden (“landscape irrigation”) is limited to one-20 

half acre per well.  The Company goes on to state that securing a water permit in 21 

order to allow for additional usage, including landscape irrigation, is not possible 22 

                                            
36 UM 1769 - Company/400, Wagner/1. 
37 Staff/103, Grindeland/35 (Company response to Staff DR 11).   
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because the well is located in the Sherwood-Dammasch-Wilsonville watershed, 1 

which the OWRD has classified as a Ground Water Limited Area.38  The 2 

Company argues that this classification designates water use in the region for 3 

exempt purposes only under OAR 690-502-0190, and that under this rule, it is not 4 

possible to obtain a water right for the use of groundwater from the basalt aquifers 5 

in this region.     6 

The Company received a letter from the OWRD dated July 7, 2015, 7 

reminding the Company of the OWRD usage restrictions.39  The Company was 8 

not aware of the restriction until it received the above noted letter.40  Customers’ 9 

properties range in size from approximately one and one-half acres to over four 10 

acres in size.  The Company does not currently monitor customers’ landscape 11 

irrigation.  The Company further states that it does not believe it would be possible 12 

to monitor and enforce restrictions on its customers’ landscape irrigation.41 13 

Q. PLEASE DESCRIBE OWRD RULES RELATED TO THE ONE-HALF ACRE 14 

LIMIT ON WATER USED FOR LAWNS AND NON-COMMERCIAL GARDENS. 15 

A. ORS 537.545 provides that exempt wells may be used for watering lawns and 16 

non-commercial gardens up to one-half acre in area.  OWRD administrative rule 17 

OAR 690-340-0010 mirrors this statutory requirement.  Though not related to the 18 

area of land that may be watered, Staff notes that there is also a 15,000 gallon 19 

per day limit on the amount of water from the well.  The Company has not 20 

                                            
38 Staff/103, Grindeland/35 (Company response to Staff DR 11).   
39 UM 1769 - Staff/102, Hari/17 (Company response to Staff DR 11, Exhibit 7). 
40 UM 1769 - Staff/102, Hari/4 (Company response to Staff DR 11). 
41 Staff/103, Grindeland/35 (Company response to Staff DR 11). 
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asserted a concern that the volume limitation for exempt wells is the driver for its 1 

request to restrict water for lawns and non-commercial gardens, but rather, a 2 

concern that it is not feasible to enforce the area limitation associated with the 3 

exemption.   4 

Q. PLEASE DESCRIBE STAFF’S PROPOSAL FOR WATER USED FOR LAWN 5 

AND NON-COMMERCIAL GARDENS. 6 

A. Staff recommends that the Company be required to share equally the one-half 7 

acre area permitted for lawn and non-commercial garden watering among 8 

customers.  Though Staff agrees that OWRD compliance is necessary and that 9 

the Commission should not order water usage that would call into question the 10 

Company’s compliance with Oregon law and another administrative agency’s 11 

regulations, the Company has not presented facts or evidence that compels 12 

Staff to conclude that sharing the allotted acreage would not be possible. 13 

Furthermore, Staff agrees with the discussion in Order 17-164 that whatever 14 

concerns there might be regarding enforcement of OWRD regulations, the 15 

customers together have an overarching interest in keeping their irrigation water 16 

use within the limits permitted for exempt wells.   17 

ISSUE 6:  COST OF CAPITAL 18 

Q. WHAT COST OF CAPITAL DID THE COMPANY REQUEST IN ITS 19 

APPLICATION? 20 

A.  As discussed earlier, in its Application, the Company requested neither return of 21 

nor return on its rate base, excluding the replacement well which would be 22 

recovered through the one-time assessment.   23 
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As also described earlier, the Company modified its request through the 1 

discovery process and laid out an additional option for the development of its 2 

rates.  Under that option, the Company indicated it expects to earn a ROR in the 3 

range of at least ten percent on its rate base, if the Commission does not approve 4 

the one-time assessment of $23,333 per customer.  5 

Q. WHAT COST OF CAPITAL STRUCTURE DOES STAFF RECOMMEND? 6 

A. Staff proposes a capital structure comprised of 100 percent equity for two 7 

reasons.  First, this is the company’s actual capital structure, and second, given 8 

the Company’s current size, it seems very likely that they would have difficulty 9 

securing bank debt.  Staff also proposes a return on equity of 8.6 percent based 10 

on Mr. Muldoon’s testimony.  In combination, those factors result in an overall rate 11 

of return of 8.6 percent.  12 

Q. DO YOU HAVE ANY OTHER RECOMMENDATIONS WITH RESPECT TO 13 

CAPITAL STRUCTURE? 14 

A. Yes, I recommend that the Company provide evidence of its efforts to secure 15 

bank financing in a future rate case.   16 

ISSUE 7:  RATE SPREAD AND RATE DESIGN 17 

Q. WHAT ARE THE COMPONENTS OF STAFF’S RECOMMENDED RATES? 18 

A. Under Staff’s primary recommendation, rates are comprised of a monthly rate that 19 

is the same for each of the Company’s three customers.  At this point, a monthly 20 

rate is the only available option as the Company has stated that there are no 21 
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functioning meters to allow usage based billing.42  Staff believes its primary 1 

recommendation mitigates some of the extraordinary rate impacts which will be 2 

felt by customers as a result of this rate case.  While this results in a 1787 percent 3 

increase compared to current rates, it eliminates the further rate impacts that 4 

would result from levying the $23,239 assessment present in Staff’s alternative 5 

recommendation.  Essentially, through inclusion of the entire replacement well in 6 

rate base, customers will be allowed to pay for the replacement well over its 7 

useful life rather than upfront through the one-time assessment. 8 

Under Staff’s alternative recommendation, each of the Company’s three 9 

customers would also pay a monthly rate.  In addition, they would also be 10 

assessed a one-time assessment of $23,239.   11 

Q. HOW DID STAFF ADDRESS ORS 757.315 REGARDING PROVIDING WATER 12 

FOR OWNERS AND THEIR FAMILIES? 13 

A. Staff acknowledges that ORS 757.315 allow a utility to give free service to its 14 

officers, directors, employees and members of their families.  It is therefore 15 

possible that the statute could be applied such that Dr. Ironside and Ms. Meyer 16 

could be provided free service.  For the purpose of this case, Staff is 17 

recommending that rates be designed assuming three customers are paying 18 

equally under both its primary and alternative recommendations.  Staff 19 

recommends this approach to avoid the even more extreme rate impacts that 20 

would result from the Company’s proposal to provide free service to Dr. Ironside 21 

and Ms. Meyer.   22 

                                            
42 UM 1769 – Hearing Tr. at 97. 
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Q. DOES THIS CONCLUDE YOUR TESTIMONY? 1 

A. Yes. 2 
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Mountain Home Water District

Docket No. UW 172
TestYear;2016

Option A

Revenue

460
461.1
461.2

462
465
466
471
475

je Requirement

REVENUES
Unmetered

Residential
Commercial
Fire Protection Sales

Irrigation WaterSafcs
Water Sates for Resale
Misce!lansou$ Services

Cross Connection Control

Other

Total Revenue

Test Year
2,240

$ 2,240

Company
Adlustoients

17,860

$ 17,860

Company
Proposed

Increase

797.32%

Company
Proposed Tot a Is

i.

!_
i_
1.
$_

1_
$_

1_
!_

1.
i_

20,100

20,100

Staff Adjustments

to Company
Totals

i_

i,

!_
i-
i,

i_
$_

A.

i_

i,
i_

22,1.63

22,163

i
i
i
1
i
$
1
i
i
$
$

Staff Proposed

increase

1786.73%

Staff Proposed
Totals

42,263

42,ZG3

Acct.

eoi
603
604
G10
Gil
615

616
617
618

619
619.1

6ZO
621
631
G3Z

633
634
635

636
637
G38

639
641
G42
643
648
650

656
G57
G5B

659
GG6
G 57

670
671
673

674
675
OEl
OE2
OE3
OE4
OES

OPERATING EXPENSES
Salaries a nd Wages- Employees

Salaries a nd Wages - Officers
Emptoyee Pension & Benefits
Purchased Water
Telephone/Communications
Purchased Power

Fuel for Power Production
Other Utilities
Chemical/Treatment Expense
Office Supplies
Postage
O&M Matertab/SuppHes

Repairs to Water Plant
Contract Svcs - Engineering

Contract Svcs - Accounting

Contract Svcs - Legal

Contract Svcs - Management Fees

Contract Svcs-Testlng

Contract Svcs - Labor

Contract Svcs - Billing/Coilection
Contract Sws - Meter Reading

Contract Svcs - Other

Rental of Building/Real Property
Rental of Equipment
Small Took
Computer/Electronic Expenses
Transportation

Vehicle Insurance
General Liability Insurance
Workers' Comp Insurance

Insurance -Other

Amortz. of Rate Case

Gross Revenue Fee (PUC)
Bad Debt Expense
Cross Connection Control Program

Training and Certification

Consumer Confidence Report
Miscellaneous Expense

Contingency Account
Other Expense 2
Other Expense 3
Other Expense 4
Other Expense 5
TOTAL OPERATING EXPENSE $_

1,673

7

69,717

6S,275

120
300

138,092 $.

7

J2
(69,717]

(56,375]

(300)

5.400

3,000

(117,992)

I:
,$_

A.
I:
A.
±
I:
I;
I;
I:
$_

I:
I:
$_

I:
I:
i.
I:
I:
L
i
I:
I:
1.
I:
$_

$_

I:
i_
$_

I:
I:
1.
I:
I:
$.

I:
!_
$.

I:
!_
1.
s:
1,

1,G80

9,900

120

5,400

3,000

20,100

j_
I:
i_
I:
1_
i.
I:
I:



Mountain Home Water District
Docket No. UW 172

TeitYear:2016

Option B

460
461.1
461.2
462
<!65

46S
471
475

Revenue Requirementje Requirement

REVENUES
Unmeterad

Residential
Commercial

Fire Protection Safes

Irrigation Water Sales
Water Sales forSesale
Miscellaneous Services

Cross Connection Control
Other

Total Revenue

Test Year
2,240

$ 2,240

Company
Adjustments

17,360

$ 17,860

Company
Proposed

Increase

797.32%

Company
Propose d Totals

i.

i_
$_

i.

!_
!_
i_
$_

!_

1.
i_

20,100

20,100

Staff Adjustments

to Company
Totals

i_

!_
i_
j_

i_
i_
$_

i_
!_
$_

i_

12,783

12,783

J
i
i
i
i
i
i
$
i
i
i

Staff Proposed

Increase

1363.00%

Staff Proposed
Totals

32,883

32,883

Acct.

£01
603
604
610
611
615
616
617
618
619

619.1
620
621
G31
632

633
634
635
63G
637
638
G39

641
642
643

643
6SO
656
657
658
659
666
667
670
671
673
574
675
OE1
OE2
OE3
OE4
OE5

OPERATING EXPENSES
Salaries and Wages - Employees

Salaries and Wages - Officers

Employee Pension & Ben a fits
Purchased Water

Telephone/Communications
Purchased Power

Fuel for Power Production
Other Utilities
ChemlcaI/Treatment Expanse
Office Supplies
Postage
O&M M ate rials/Supp lies

Repairs to Water Plant
Contract Svcs - Engineering

Contract Svcs - Accounting

Contract Svcs - Legal

Contract Svcs - Management Fees

Contract Svcs-Testing

Contract Svcs - Labor

Contract Svcs - Bilting/Collectian
Contract Svcs - Meter Reading

Contract Svcs - Other

Rental ofBuilding/Reat Property
Rental of Equipment
Small Tools

Computer/Electronic Expenses
Transportation
Vehicle Insurance

Genera! Liability insurance
Workers' Comp Insurance

Insurance -Other

Amortz. of Rate Case

Gross Revenue Fee (PUC)
Bad Debt Expense
Cross Connection Control Program

Training and Certification
Consumer Confidence Report

M [see I lane pus Expense

Contingency Account
Other Expense 2
0 thefExpense 3
Other Expense 4

Other Expends
TOTAL OPERATING EXPENSE L

1,673

7

69,717

66,275

120
300

138,092 i.

7

SL
(69,717:

(S6.375;

(300;

5,400

3,000

(117,S92)

I:
.?_

i.
J_
i_
1.
I:
1
1
I:
$_

I:
I:
$_

I:
I:
$_

1
I:
$_

1
I:
1.
1
I:
$,

1
I:
I:
$_

I
I
5.

I
5:
i
I
$_

L
I
$_

£
$:
$_

1,680

9,900

120

5,400

3,oao

20,100

I:
I:
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I:
1_
i.
I:
i_
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Test Year: 2016

Adjustment Summary

Staff/lOZ
Grindeland/3

Option A

Acct.

601
603
604
e io

611
615
GIG
617
G18
619

619.1
620
521
631
632
G33
634
635
636
637
638
639
641
642
G43
648
650
656
GS7
658
659
56 S
667
570
671
673
674
G75
OE1
OE2
OE3
OE4
OE5

403
406
407

408.11
408.12
408.13
W9.W
409.11
409.13

101
105
103
271
272
281

151

REVENUES
Jnmeterad

tesidential
commercial

:ire Protection Sales

rrigation Water Sales
A/ater Sales for Resale
Miscellaneous Services

:ross Connection Control

3ther

fatal Revenue

3PERATINS EXPENSES
;alaries and Wages - Employees

lalaries and Wages - Officers

;mployee Pension & Benefits
'urchased Water

'elephone/Communkations

'urchased Power

:uel for Power Production

3th er Utilities
:hemical/Treatment Expense
Iffice Supplies
'ostage

)&M Materials/Supplies
tepairs to Water Plant
:ontract Svcs - Engineering

contract Svcs -Accounting

:ontrai:tSvcs- Legal

:ontract Svcs - Management Fees

contract Svcs - Testing

:ontract Svcs - Labor

;ontract Svcs - Bi!ling/Col[ectian
'ontract Svcs - Meter Reading

:ontract Svcs - Other

;ental of Building/Real Property
lental of Equipment
mall Tools
:omputer/E[ectronic Expenses
ransportation

'ehicle Insurance

ieneral Liability Insurance
Vorkers CornpInsurance

isurance-Other

imortz. of Rate Case

iross Revenue Fee (PUC)
•3d Debt Expense

'ross Connection Control Program

raining and Certification
:onsumer Confidence Report

'liscaHaneous Expense

'anting en cy Account

Ither Expense 2
ither Expenses

Ither Expense 4
Ither Expense 5
TOTAL OPERATING EXPENSE

ITHEfi REVENUE DEDUCTIONS
lepredation Expense

mart of Plant Acquisition Adjustment
mortization Expense

roperty Tax
ayroll Tax
ither
ederal IncomeTax

iregon Income Tax

xtraordinar/ Items Income Tax

OTAL REVENUE DEDUCTIONS
'et Operating Income

TIUFf RATE BASE
LI 111 it/ Plant in Serrica
onstruction Work in Progress

Accumulated Depreciation of Plant
Contributtons in Aid of Construction
Accumulated Amor^ation of CIAC
Accumulated Deferred Income Tax
Excess Capacity
NET RATE BASE INVESTMENT
Plus: (working capital)

/laterials and Suppltes Inventor/
Vorking Cash (Total Op Exp ,12)
rOTAL RATE BASE
ate of Return
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Proposed Total;
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Adjustment Summary

Staff/102
Grindeland/4

Option B

Acct.

601
603
604
610
611
615
61 e
617
618
619

619.1
620
G21
631
632
G33
634
635
G36
637
638
639
G41
642
643
648
650
656
657
658
659
ees
667
670
671
673
674
675
OE1
OE2
OE3
OE4
OE5

403
406
407

408.11

408.12
403.13
409,10
409.11
409.13

101
105
103
271
272
281

151

REVENUES

Un mete red
Residential
Commercial

Fire Protection Sales
Irrigation Water Sales
Water Sales for Resale

Miscellaneous Services

Cross Connection Control

Other

rotal Revenue

OPERATING EXPENSES
Salaries a nd Wages - Employees
Salaries and Wages - Officers
Employee Pension & Benefits
'urchased Water

Fel e pha n e/Co mfnunications

Purchased Power

;uel for Power Production

Dther Utilities
Zhemical / Treatment Expense
Sffice Supplies
'ostage

3&M Materials/Supplies
repairs to Water Plant
contract Svcs - Engineering

contract Svcs - Accounting

Zontract Svcs - Legal

contract Svcs - Management Fees

:ontractSvcs- Testing

Zontract Svcs - Labor

:ontract Svcs - Billhg/Callectfon
contract Svcs - Meter Reading

:ontract Svcs - Other

tentalofBuilding/Rea! Property
tenta I of Equipment
imallTools
:omputer/Electronfc Expenses
Fran 5 portal ion
/ehicle Insurance

jeneral Liability Insurance
Workers' Corn p Insurance

nsurance -Other

\mortz. of Rate Case

Sross Revenue Fee (PUC)
iad Debt Expense
;ross Conn action Control Program

rrainfng and Certification
consumer Confidence Report

vliscellaneous Expense

contingency Account

3t her Expense 2
]therExpense 3
3therExpense 4
3therExpense 5
TOTAL OPERATING EXPENSE

3THER REVENUE DEDUCTIONS
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\morti;ation Expense
'roperty Tax

'ayroll Tax
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:ederal IncomeTax

Oregon IncomeTax

Fxtraordfnary items Income Tax
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'1st Operating Inconne^

JTIL1TV RATE BASE
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Plus: (working capital)
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Option A

Rate Design

Staff/102
Grindeland/5

Unmetered Revenue Allocation:] 42,263

Allocated to Base Rates; 100.00%

Allocated to Commodity Rates: 0.00%

Base Rates Revenue Allocation: 42,263

Meter Size

Un mete red

Customers

3
Factors

1.0

Customer

Equivalency

3
% of Total

100.00%

Revenue

Allocation

$ 42,263
Base Rate

$ 1/173.96

TOTAL 3 3 100,00% $ 42/263

Commodity Rate Revenue Allocation:

Annual Consumption

Unit of Measurement

Annual Units of Consumption

Commodity Rate:

100

$

Cubic Feet

Cubic Feet

Units

per unit



Option B Staff/102
Grindeland/G

Rate Design

Unmetered Revenue Allocation: | 32,883

Allocated to Base Rates: 100.00%

Allocated to Commodity Rates: 0.00%

Base Rates Revenue Allocation: 32,883

Meter Size

Unmetered

Customers

3
Factors

1.0

Customer

Equivalency
3

% of Total

100.00%

Revenue

Allocation

$ 32/883
Base Rate

$ 913.42

TOTAL 3 3 100.00% $ 32,883

Commodity Rate Revenue Allocation:

Annual Consumption

Unit of Measurement

Annual Units of Consumption

Commodity Rate:

100

$

Cubic Feet

Cubic Feet

Units

per unit
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Invested Plant

Staff/102
Grindeland/7

Option A

Acct

No.

301
302
303
304

Account Description

Organization

Franchises

Land and Land Rights

Structures and Improvements

Pump House Rebuild

Date

Acquired

Various

Various

Various

Various

May 2016

Utility Plant
Orig Cost

9,145

9,145

Less Excess

Capacity Adj
to Plant

Total AdJ
Plant

9,145

9,145

NARUC
Asset Life

35
35
35
35

Annual

Deprec

261
261

Final

Month of

Deprec

Various

Various

Various

Various

Apr 2051

2016

174
174

Accum.

Deprec.

Ending 2016

174
174

Remaining

Plant

8,971

8,971

Collecting and Impounding Reservoirs

Lake, River and Other Intakes

Wells and Springs

New Well

Various

Various

Various

Apr 2016
45,496

45,496

45,496

45,496

50
35
25
25
25
25
25

1,820

1,820

Various

Various

Various

Mar 2041
1,365

1,365

1,365

1,365

44,131

44,131

Infiltration Galleries and Tunnels

Supply Main
New lines to pump house

Pressure tanks

Various

Various

Apr 2016
Jun 2007

9,099

3,866

5,233

9,099

3,866

5,233

25
50
50
50
50
50

182
77

105

Various

Various

Mar 2066
May 2057

163
58

105

1,061

58
1,003

8,038

3,808

4,230

Power Generation Equipment

New drive

Various

Feb 2014
3,049

3,049

3,049

3,049

30
30
30
30
30

102
102

Various

Jan 2044

102
102

296
296

2,753

2,753

Pumping Equipment

New Pump

Pump controller

Booster pump

Clamp supports

Various

Apr 2016
J un 2012
Jul2010

Jan 2009

16,307

11,210

3,935

649
513

16,307

11,210

3,935

649
513

20
20
20
20
20

815
561
197
32
26

Various

Mar 2036

Jun 2032
Jun 2030
Dec 2028

675
420
197

32
26

1.738

420
902
211
205

14,569

10,790

3,033

438
308

Option A
Water Treatment Equipment

Distribution Reservoir and Standpipes

Transmission and Distribution Mains

Services

Meters and Meter Installations

Hyd rants

Cross Connection Control

Other Plant

Sounding tube

Various

Various

Various

Various

Various

Various

Various

Various

Apr 2009
2,213

2,213

2,213

2,213

20
50
50
30
20
40
15
30
30
30
30
30

74
74

Various

Various

Various

Various

Various

Various

Various

Various

Mar 2039
74
74

S72
572

1,641

1,641

340
341
343
344
345
346
347
348

Office Furniture and Equipment

Transportation Equipment

Tools, Shop, and Garage Equipment

Laboratory Equipment

Power Operated Equipment

Communication Equipment

Electronic/Computer Equipment

Miscellaneous Equipment

Various

Various

Various

Various

Various

Various

Various

Various



Mountain Home Water District

Docket No. UW 172

Test Year: 2016

Invested Plant

Staff/102
Grindeland/8

Option B

Account Description

Organization

Franchises

Land and Land Rights

Structures and Improvements

Date

Acquired

Various

Various

Various

Various

Utility Plant
0 rig Cost

Less Excess

CapacityAdj
to Plant

Total Adj
Plant

NARUC
Asset Life

35
35
35
35
35

Annual

Deprec

Final
Month of

Deprec

Various

Various

Various

Various

2016

Accum.

Deprec.

Ending 201G
Remaining

Plant

Collecting and Impounding Reservoirs

Lake, River and Other Intakes

Wells and Springs

Various

Various

Various

50
35
25
25
25
25
25

Various

Various

Various

Infiltration Galleries and Tunnels

Supply Main
Pressure tanks

Various

Various

Jun 2007
5,233

5,233
5,233

5,233

25
50
50
50
50

105
105

Various

Various

May 2057

105
105

1,003

1,003

4,230

4,230

Power Generation Equipment

New d rive

Various

Feb 2014
3,049

3.049
3,049

3,049

3D
30
30
30
30

102
102

Various

Jan 2044
102
102

296
296

2,753

2,753

Pumping Equipment

Pump controller

Booster pump

Clamp supports

Various

Jun 2012
Jul2010

Jan 2009

5,097

3,935

649
513

5,097

3,935

649
513

20
20
20
20
20

255

197
32
26

Various

Jun 2032
Jun 2030
Dec 2028

255

197
32
26

1,318

902
211
205

3,779

3,033

438
308

Option 8

Water Treatment Equipment

Distribution Reservoir and Standpipes

Transmission and Distribution Mains

Services

Meters and Meter Installations

Hyd rants

Cross Connection Control

Other Plant

Sounding tube

Various

Various

Various

Various

Various

Various

Various

Various

Apr 2009
2,213

2,213

2,213

2,213

20
50
50
30
20
40
15
30
30
30
30
30

74
74

Various

Various

Various

Various

Various

Various

Various

Various

Mar 2039
74
74

572
572

Page 10

1,641

1,641

340
341
343
344
345
346
347
348

Office Furniture and Equipment

Transportation Equipment

Tools, Shop, and Garage Equipment

Laboratory Equipment

Power Operated Equipment

Communication Equipment

Electron ic/Computer Equipment

Miscellaneous Equipment

Various

Various

Various

Various

Various

Various

Various

Various



Mountain Home Water District
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Test Year; 2016

CIAC Plant
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Option B

Acct

No. Account Description

Date

Acquired

Utility Plant
Orig Cost

Less Excess

Capacity Adj
to Plant

Total Ad j
Plant

NARUC
Asset Life

Annual

Deprec

Final

Month of

Deprec 2016

Accum.

Deprec.

Ending 2016
Remaining

Plant

Organization

Franchises

Land and Land Rights

Structures and Improvements

Pump House Rebuild

Various

Various

Various

Various

May 2016
9,145

9,145

9.145

9,145

35
35
35
35
35

261
261

Various

Various

Various

Various

Apr 2051
174
174

174
174

8,971

8,971

Collecting and Impounding Reservoirs

Lake. River and Other Intakes

Wells and Springs

New Well

Various

Various

Various

Apr 2016
45,496

45,496

45,496

45,496

50
3S
25
25
25

25
25

1,820

1,820

Various

Various

Various

Mar 2041

1,365

1,365

1,365

1,365

44,131

44,131

Infiltration Galleries and Tunnels

Supply Main
New lines to pump house

Various

Various

Apr 2016
3,866

3,866

3,866

3,866

25
50
50
50

50
50

77
77

Various

Various

Mar 2066

58
58

58
58

3,808

3,808

Power Generation Equipment

Pumping Equipment

New Pump

Various

Various

Apr 2016
11,210

11,210

11,210

11,210

30
20
20
20

20
20

561
561

Various

Various

Mar 2036

420
420

420
420

10,790

10,790

Option B

Water Treatment Equipment

Distribution Reservoir and Standpipes

Transmission and Distribution Mains

Services

Meters and Meter Installations

Hydrants

Cross Connection Control

Other Plant

Office Furniture and Equipment

Transportation Equipment

Tools, Shop, and Garage Equipment

Laboratory Equipment

Power Operated Equipment

Communication Equipment

EIectronic/Computer Equipment

Miscellaneous Equipment

Various

Various

Various

Various

Various

Various

Various

Various

Various

Various

Various

Various

Various

Various

Various

Various

TOTALS Various

20
50
50
30
20
40
15
30
20

7
15
15
10
10

5
10

Various

Various

Various

Various

Various

Various

Various

Various

Various

Various

Various

Various

Various

Various

Various

Various
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Jennie Bricker

Land & Water Law

818 SW Third Avenue, PMB 1517

Portland, Oregon 97204

Email: lennie@)jbrickerlaw.com

Telephone: 503-928-0976

December 30, 2017

Public Utility Company of Oregon

Filing Center

PO Box 1088
Salem, OR 97308-1088

Re: UW 172 — Response to Data Request No. 24

Following is the response by the Mountain Home Water District (the "Company") to Staff Data

Request No. 24, dated December 19,2017.

24. Please verify, in writing, that Mate Seymour has terminated service with the District. If he

has not disconnected his service please provide an estimate of when that will occur. Please

notify Staff, in writing/ of the actual date of termination if he is still receiving service.

Company Response: Nate Seymour has not yet terminated his water service. The new well on

his property was completed September 21, 2017; the Water Supply Well Report filed with the

Oregon Water Resources Department is attached as Exhibit 19. On December 28,2017,

Mr. Seymour provided the following update on completion of his water system; "I spoke with

my plumber/electrician and he will be starting the project on January 8. As long as everything

goes well my hope is to have the pump contractor come in the following week January 15 to

finish their portion of the work." Therefore the Company estimates that Mr. Seymour will

terminate service by January 31, 2018.

Respectfully submitted,

/s/Jennie L. Bricker

Jennie L Bricker, OSB No. 975240

Attorney for Mountain Home Water District

Direct Telephone: 503-928-0976

E-Mail: jennie@Jbrickerlaw.com

818 SW Third Avenue, PMB 1517
Portland/OR 97204

ec: UW 172 Service List (electronic only)

PAGE 1 - UW 172: MOUNTAIN HOME WATER DISTRICT RESPONSE TO STAFF DR NO. 24

Jennie Bricker Land & Water Law

818 SW Third Avenue, No. 1517, Portland, OR 97204
(503)928-0976 | Jennie@Jbrickerlaw.com
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RECEIVED
'JUW 012017

May 31,2017 RU.C.

Mel Kroker

2333 SW Turner Road

West Limi, OR 97068

Nate Seymour

2385SWBuckmanRoad

WestLimm,OR970'68

Via Certified Priority Mail, Return Receipt Requested

On April 1, 2016, Mountain Home Water District applied to the Oregon Public Utility

Commission to terminate service and abandon its public water utility. The OPUC denied the

application on May 16, 2017. We believe you are both aware of the circumstances, but please let

us know if you have questions.

As a result of the OPUC order, there will be several changes to your water service going

forward:

1. Water delivered by the District may no longer be used for any landscape irrigation.

Please refer to the attached "Notice to Restrict Water Use." This change takes effect

immediately, as of June 1, 2017.

2. The base charge for water service is increased to $200 per month. Please refer to the

attached "Notice of Proposed Water Rate Increase." Tliis change takes effect August 1,

2017. Please note that we are loofcmg for a contractor to manage the District. When we

hire a contractor, the monthly rate "will likely increase again. to cover the manager's

compensation.

3. We made nonroutine repairs to the water system in 2016 but did not bill customers fora

share of the costs, which totaled more than $70,000. With two customers left on the

system, we require reimbursement of $17,500. If only one customer remains on the

system, we will require reimbursement of $35,000. The amount of $17.500 is due and

payable by June 30. 2017. Please refer to the attached "Notice of Under-Billing and

Right to Enter Time-Payment Agreement."

Sincerely.,

A/ l^nitk !romi^
/

v. Keith Ironside

Staff/103 
Grindeland/2
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Legal Name of Water Utility
Name of Water System if Different

Name of Owner or Officer

Mailing Address

City, State, Zip
Location Address if Different

City, State, Zip
Utility Telephone Number

Emergency Phone Number
Email Address:

Website if Available:

ioyimtaiira H@m© Wato DBstriet (SE

1. The purpose of this notice is to inform you that, effective immediately, the
Mountain Home Water District will restrict its customers' water use to indoor
residential use only. Water delivered by the District may not be used for irrigation,
including lawn, garden, and landscape irrigation.

The restriction is necessary because the District's water source is an exempt-use
weil under rules enforced by the Oregon Water Resources Department. The
restriction prohibiting irrigation will allow us to comply with OWRD limitations on
lawn and garden irrigation.

2. The District provides water service on a flat-fee, unmetered basis. This restriction
is based on the .type, not the amount, of wafer used. Customers may not use
District water for any irrigation.

3. The effective date of this restriction is June 1, 2017.

4. This restriction will be lifted only if the OWRD.changes its regulation ofexempt-
use wells to allow more lenient lawn and garden irrigation.

5. Failure to comply with this restriction is grounds for service disconnection.

ec: PUC Consumer Services Section, PO Box 1088, Salem OR 97308-1088

Staff/103 
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m

Legal Name of Water Utility
Name of Water System if Different

Name of Owner or Officer

Mailing Address:

City, .State, Zip:

Location Address if Different

City, State, Zip
Utility Telephone Number

Emergency Phone Number:

Email Address:!
Website if Available

1. The purpose of this notice is to inform you that Mountain Home Water District is
proposing to increase your water service rates. The rates will go into effect 60
days from the date of this notice unless the Public Utility Commission of Oregon
receives petitions from at least 20 percent of the customers requesting rate
regulation.

The District is increasing its rates because (1) two of the District's four customers
have left the system, but the monthly costs of service (such as electricity and
water quality testing) are expected to remain the same; (2) the age of the water
system, and the increasing incidence of leaks in the system, indicate that major
repairs are likely in the near term, and the District does not have reserves to pay
those costs; (3) the District has historically operated at a loss, with subsidization
by the owner, but the District is seeking to correct that situation.

2. The table below shows the Districts current rates and proposed new rates:

Residential Service $80 per month $200 per month

3. The effective date of this rate change is August 1,2017.

V.

Staff/103 
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Legal Name of Water Utility
Name of Water System if Different

Name of Owner or Officer

Mailing Address

City, State, Zip
Location Address if Different

City, State, Zip
Utility Telephone Number

Emergency Phone Number;

Email Address
Website if Available:

1. This notice is directed to:

Mel Kroker
2333 SW Turner Road
West Linn, OR 97068

2. The purpose of this notice is to inform you that we have under-biiled you for
infrastructure repair and replacement costs incurred in 2016. Specifically, we
experienced a failure of the original well serving the water system in March 2016.
We made repairs to the water system, including a new water supply well. We did
not request reimbursement of these costs from customers because we had
decided to apply for termination and abandonment. The Public Utility
Commission denied our application on May 16, 2017. Accordingly, water service
will continue, and we are requiring a contribution from each customer of one-
quarter of the tota! costs borne by the District'in 2016, $70,000.00.

3. The under-billing took piace in April 2016.

4. The amount you owe is $17,500.00, assuming that the other customer elects to
continue receiving water service. If he does not, you will owe $35,000.00, and we
will reissue this notice.

5. This amount is due and payable. You have the right to enter into a time-payment
agreement with the District. You have three options:

Staff/103 
Grindeland/5



4. The District is required to provide a complete customer list (including names and
addresses) within 10 days of receiving a request from any customer. Since the
District has only two customers, we will provide the list here:

a. Mei Kroker
2333 SW Turner Road
West Linn, OR 97068

b. Nate Seymour
2385 SW Buckman Road
West Linn, OR 97068

Customers have the opportunity to file a petition to have the water utility's rates

regulated by the Commission. The water utility is proposing rates in excess of the

threshold levels set by the Commission, if the Commission receives valid petitions from

at least 20 percent of the customers, the Commission will assert jurisdiction over your

water utility. Rate regulation requires that all rates and rate changes be approved by the

Commission. If the Commission does not receive the sufficient number of valid

customer petitions, the water utility's proposed rates will take effect on the date
indicated.

Petition forms are • available on the Commission's website at

http://www.puc.state.or.us/Pages/Information-for-Customers.aspx. The petitions must

be completed and signed by the customer and must be received by the Commission
within 45 days of this notice. Copies of petitions or petitions without an original signature
will not be accepted.

Completed petitions must be mailed to the Consumer Services Section, PO Box 1088,

Salem, Oregon 97308-1088 or delivered to 201 High Street SE, Suite 100, Satem,

Oregon 97301. Petitions may not be filed electronically. Petitions may not be withdrawn

or rescinded. Customers with questions may contact the Consumer Services Section at

1-800-522-2404.

ec: PUC Consumer Services Section, PO Box 1088, Saiem OR 97308-1088

Staff/103 
Grindeland/6



a. Pay the entire amount owing, $17,500.00, by June 30, 2017.

b. Enter into a levetized-pay arrearage p!an. if you choose this option, you
must make an initial payment equal to one-twelfth of the sum of the
average annual bill and past-due balance. The initial payment, $1658.33,
is due within one business day of the date you agree to enter into a
leveiized-pay arrearage plan. You will be required to. make a like payment
of $1658.33 each month for the next 11 months. The District will review
the leveiized-pay arrearage plan within four to six months of the
agreement and modify payments if there is a change in rates or significant
variation in the amount of water you consume.

c. Enter into an equal-pay arrearage plan. If you choose this option, you
must make an initial payment equal to one-twelfth the account amount,
$1458.33, and a like payment for each of the next 11 months, plus pay
monthly amounts billed for current usage.

6. You may dispute this under-biiling through the Oregon Public Utility
Commission's Consumer Services Section's dispute resolution process. The
Consumer Services Section can be reached, by telephone at 503-378-6600, or
1-800-522-2404, or TTY 711; by email at puc.consumer^state.or.us; through the
OPUC website at http://apps.puc.state.orus/consumer/comDlaint.asp; or at the
following addresses:

Street Address Mailind Address

Public Utility Commission of Oregon Public Utility Commission of Oregon
Consumer Services Section Consumer Services Section
201 High Street NE, Suite 100 PO Box 1088
Salem, Oregon 97301-3398 Salem OR 97308-1088

Staff/103 
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AS PROVIDED IN ORS 757.061 (6)(b) & 757.063, THE UNDERSIGNED REQUEST THE
PUBLIC UTILITY COMMiSSiON OF OREGON ASSERT RATE REGULATION OVER

Mountain Home Water District (ID ^5299)

FOR ASSOCIATIONS
•Petitioners must be current members.
• Petitions may be submitted to the Commission at
any time.

• Petitions wj]f not be accepted by electronic maii.
• Petitions are in effect for six months from the date
•PUC receives the petition.
• Petitions may not be withdrawn or rescinded.
-Individual member letters may be submitted in lieu
of a petition.

FOR WATER UTILITIES
•Petitioners must be current customers.
• Petitions may be submitted to the Commission when
utility raises or proposes to raise rates above
thresholds in OAR 860-036-1910.

•Petitions will not be accepted. by electronic mail.
•The Commission must receive petitions within
45 days from the date PUC receives utility notice
of rate increase or proposed rate increase.

•Petitions may not be withdrawn or rescinded.
individual customer letters may be submitted in lieu
of a petition.

PETITION (Please Print & Sign, One Per Household)
Name; Mel and Connie Kroker

Service Address: 2333 SW Turner Road, West

Billing Address (if different):

E-Majl Address: mkarch@frontier.com
< :1 -^

Signature

Phone

Linn, OR 97068

Number: (503) 86Q-4078

(J^u.^,^/7
Dale.

'-Check here if you want your information as a petitioner kept confidential.

PUC will keep your information confidential unless required by law to disclose your information.

Name^

Service Address;

Billing Address (if different);

E-Mail Address:

S.ig nature

Phone Number:

DQ te

-Check here if you want your information as a petitioner kept confidential.
PUC will keep your mfprmation confidential unless required by [aw to disclose your ihformafion.

Mail signed petitions to:
Oregon Public Utility Commission/consumer Services Section/

PO Box 1Q8S/ Salem OR 97308-1088

Revised: 2/23/17

Staff/103 
Grindeland/8



12. Please explain the difference between users and customers, and how the Company

proposes to allocate both one-time and on-going costs between the two groups.

Company Response:

Keith Ironsjde (and his wife, Gladys Beddoe/ who died in 2004) purchased the 18-acre

property at 2323 SW Buckman Road in 1979, together with the water system/ then known as

the "Bel-Ridge Water Utiiity." In 2013, Keith Ironside relocated to Kennewick, Washington. He

subdivided his property, and his daughter and her family moved to the main house at 2323 SW

Buckman Road. Keith Ironside rents the smalier house at 2351 SW Buckman Road, where the

well, pump, well house, pressure tanks, and shut-off valves are a!I located.

The well/ replaced in 2016, now provides water service to the two ironside households

(2323 SW Buckman Road and 2351 SW Buckman Road) and to two remaining customers: Nate

Seymour, purchaser of the property at 2385 SW Buckman Road; and Mel and Connie Krokerat

2333 SW Turner Road. The Company refers to the Ironside family as "users" of the water

system/ and to Seymour and Kroker as "customers/" Under ORS 757.315, water service to the

Ironside households is provided without charge. The Company proposes to continue this

arrangement for the monthly water service fee. For special assessments of additional costs,

such as the well replacement in 2016, the Company proposes that alt users and customers

share such costs in equal portions.

PAGE 12 - UW 172: MOUNTAIN HOME WATER DISTRICT RESPONSE TO STAFF DR NOS. 1-13

jennie Bricker Land & Water Law
818 SW .Third Avenue/ No. 1517, Portland, OR 97204

(503) 928-0976 ) jennie@Jbrickerlaw.com
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16. Please confirm that the company is seeking a zero percent rate of return.

Company Response: The Company is not seeking a zero percent rate of return. To the contrary/

the Company will seek a rate of return if the OPUC does not accept its cost-sharing proposal —

an assessment of $23,333, which is one-third of the costs of the 2016 well replacement. The

Company proposed cost-sharing as an alternative to earning a rate of return on rate base. !f

cost-sharing is disallowed, the Company expects to earn a rate of return in the range of at least

10 percent.

PAGE 5 ~ UW 172: MOUNTAIN HOME WATER DISTRICT RESPONSE TO STAFF DR NOS. 14-17

Jennie Bricker Land & Water Law

818 SW Third Avenue/ No. 1517, Portland, OR 97204
{503} 928-0976 | jennie@Jbrickerlaw.com
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6. Please provide a narrative description of legal services anticipated on an on-going

basis to support the proposed fee of $825 per month to cover legal costs associated

with the companies' obligations as a rate regulated utility.

Company Response: The proposed amount represents an average monthly amount to cover

two to four hours of attorney time. That time would be spent, for example, on the following:

(a) advising the client generally about compliance with OPUC statutes and administrative rules

to ensure adequate/ nondiscnminatory service; (b) providing specific advice about

recordkeeping and the preservation and destruction of records/ enforcement of the rules and

regulations, access to customer premises/ customer notice requirements/ and disconnection

and reconnection procedures; (c) assisting the Company in filing annual reports with the OPUC;

(d) drafting or reviewing contracts with independent contractors, such as the system operator;

and (e) preparing a general rate case filing.

PAGE 6 - UW 172: MOUNTAIN HOIVIE WATER DISTRICT RESPONSE TO STAFF DR NOS. 1-13

Jennie Bricker Land & Water Law
818 SW Third Avenue, No. 1517, Portland, OR 97204
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22. Please provide an estimate of the legal costs to date, and a forecast of future costs

associated with the current rate case.

Company Response: Legal expenses for the rate case are approximately $16,000 through

October 31, 2017. if the rate case proceeds as contemplated in the current schedule/ with four

rounds of written testimony, an evidentiary hearing/ and briefing/ the Company anticipates

another $35,000 to $45/000 in legal costs.

PAGE 6 - UW 172: MOUNTAIN HOIViE WATER DISTRICT RESPONSE TO STAFF DR NOS. 18-23

Jennie Bricker Land & Water Law
818 SW Third Avenue, No. 1517, Portland, OR 97204
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5. Page 2 of the Advice Letter states that Mountain Home intends to hire a contractor

to operate its system to comply with the Commission's suggestion in Order No. 17-

164 at 6/8. Please provide all supporting documentation related to this position

listed at $450 per month.

a) Description of services to be provided and hours per month anticipated;

b) Amount of contract;

c) Licenses and/or certification required; and

d) Other considerations.

Company Response: The "Professional Qualifications" document from Merrill Water Systems

LLC is attached as Exhibit 8.

a) Merrill will conduct four onsite visits per month/ one hour each, at $95 per hour, to take

iab samples, check system operation, and verify compliance with the restriction on irrigation.

MerriJI will also spend approximately 45 minutes each month on billing and bookkeeping, at the

same hourly rate.

b) The contract for Merrili's services is $450 per month.

c) System operation does not require any licensure or certification; however, MerrilFs

qualifications are listed in Exhibit 8.

d) Merrill would normally include travel time of one hour per site visit (30 minutes each

way to West Linn), at an increased cost of $380 per month. Memll discounted this amount

because it will be operating another water system in the same area.

PAGE 5 - UW 172: MOUNTAIN HOME WATER DISTRICT RESPONSE TO STAFF DR NOS. 1-13

Jennie Bricker Land & Water Law
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(503)928-0976 | jennie@jbrickerlaw.com
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13. Page 2 of the Advice Letter states /'(2) allows for reserves to meet non-routine repair

and rehabilitation costs for water system which is near the end of its useful life.

a) Please describe the Company's methodology for determining the amount of

reserves it considers necessary.

b) Please provide a narrative description/ with documentation as appropriate, to

support the conclusion that the system is at the end of its useful life.

Companv Response:

a) To calculate the appropriate contingency for reserves, the Company used expenditures

for non-routine system repairs from 2006, 2007, 2008, and 2009. These were years that/ in the

Company's estimation, were representative of typical levels of extraordinary expenses —

unlike/for example, the test year expenses of $69,717, which we assumed were unusual. Repair

expenses for these years were $1854 in 2006, $7833 in 2007, $505 in 2008, and $2976 in 2009,

for an average annual expense of $3292. We took this figure and rounded down to $3000 per

year to determine the amount of necessary reserves for non-routine repairs.

b) Steve Hougack is the owner and president of Steve's Pump Service, Inc., which has worked

with the Company's water system since 1994 and was involved In the 2016 well replacement. In

his rebuttal testimony in UM 1769, the Company's 2016 application for abandonment, Mr.

Hougack gave his opinion about the condition of the water system, including distribution lines:

'The District's water system is about 43 years old. The lines are a combination of galvanized pipe

and black poly pipe. The life expectancy of either material is approximately 50 years. The pipes in

the District's water system have broken or had ieaks at least five to seven times in recent years,

which indicates to me that they are showing signs of failure. If the pipes were to be replaced it

would be very expensive" (UM 1769, Company Ex. 300 at 2).

Don Rushmer/ a former customer of the Company/ also offered rebuttal testimony in UM

1769. He explained why he and another customer replaced the existing distribution lines when

they constructed a new, shared well: "[The pipes] are about 40 years old and were considered to

be at the end of their lifespan. Also, we didn't know where those lines were, which could make

repairs very expensive. When we were putting in the new lines/ we used drawings from Met

Kroker to estimate where the District water lines were located/ so we could avoid them. The

drawings showed the pipe located along the driveway across the Wiests/ property/ but we hit the

line about 30 feet north of the driveway. We had to cap the line off/ and I got a good iookatthe

old pipe: It was really, reaily thin PVC, quite brittle. I'm amazed it s lasted as long as it has. And

I'm very happy that we decided to repiace it" (UM 1769, Company Ex. 200 at 2).
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21. Please provide the repair expenses for the system for the years 2010, 2011,2012, 2013,

2014, and 2015.

Company Response: The Company's record keeping and accounting have been largely informal

since 2004, when co-owner Giadys Beddoe died. Many repair expenses have been paid

personaliy by the system's remaining owner, Keith Ironside, without precise documentation.

The Company's records are incomplete for the years 2010 through 2015. We can document the

foliowing repair expenses:

2015 $ 300

2014 $3049

2013 (no records)

2012 $ 3935

2011 (no records)

2010 $ 748
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14. Regarding the Revenue Requirement spreadsheet from DR 1 please verify the following

items had no expenses during 2016 and no projected expenses going forward:

a. Teiephone/Communications

i. For example were any telephone expenses incurred by the company?

Company Response: Telephone and communications expenses were not segregated for the

Company in 2016. The Company does not intend to segregate Company-spedfic

telephone/communications expenses going forward.

b. Chemical/Treatment Expense

i. For example/ is the water treated with any chemicals?

Company Response: The water is not treated.

c. Office Supplies

i. For example, are there bills produced or supplies needed such as pencils,

paper, pens, or any other general office products?

Company Response: Expenses for office supplies were not segregated for the Company in 2016.

The Company does not intend to segregate Company-specific office supplies expenses going

forward.

d. O&M Materials/Supplies
i. For example, is there any inventory of tools used or parts kept on hand for

minor repairs?

Company Response: Expenses for O&M materials and supplies were not segregated for the

Company in 2016. The Company does not intend to segregate Company-spedfic O&M materials

and supplies expenses going forward.

e. Computer/Electron Expenses

i. For example/ are bills printed or hand written?

Company Response: Computer expenses were not segregated for the Company in 2016.The

Company does not intend to segregate Company-specific computer/electron expenses going

forward.

f. Insurance

i. For example/ is there any insurance costs incurred for infrastructure such as

the well, pump house or distribution lines?

Company Response: Insurance expenses were not segregated for the Company in 2016. The

Company does not intend to segregate Company-specific insurance expenses going forward.

g. Property Tax

Company Response: Property tax expenses were not segregated for the Company in 2016. The

Company does not intend to segregate Company-specific property tax expenses going forward.
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h. Income Taxes

Company Response: Income tax expenses were not segregated for the Company in 2016. The

Company does not intend to segregate Company-specific income tax expenses going forward.

i. Miscellaneous expenses

i. For example/ were there any Bank Charges, Corporate Division charges,

OWRD fees or other fees incurred by the business?

Company Response: "Mountain Home Water District is the Company s assumed business

name/ registered with the Oregon Secretary of State. The Company did not renew itsABN in

2016 or 2017. Depending in part on the outcome of this proceeding, the Company may renew

its ABN in 2018 and going forward. The annual cost of renewal is $50.

In July 2016, the Company paid $300 to OWRDto register the new well as an exempt-use water

supply well. This was a one-time fee and should have been included under Misceiianeous

Expenses for the 2016 test year.

The Company pays the minimum annual charge of $10 to the OPUC. This annual charge should

have been included under Miscellaneous Expenses both for the test year and as an on-going

expense.
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15. There was no Utility Plant in Service listed on the Revenue Requirement spreadsheet.

Please provide the plant information on the attached spreadsheet; include a brief

description, purchase date and purchase amount. Leave the sections blank that do not

apply to the utility.

Company Response: The Company makes the foHowing adjustments to Utility Plant in Service/

as shown on the revised spreadsheet:

307 Wells and Springs: We have revised this figure to include only the costs associated with

construction of the new well in April 2016, totaling $45,496. These costs are shown on the

Company's Exhibits 1, 2, 3, and 4/ submitted with the responses to Staff DR Nos. 1-13.

309 Supply Main: We have inserted additional costs under this account category, including

$3866 from April 2016. These costs are shown on the Company's Exhibit 5, submitted with the

responses to Staff DR Nos. 1-13, and specifically the items listed from page 1, iine 3 of the

invoice to the end. We have also inserted $5233 from June 2007, shown on Exhibit 10.

310 Power Generation Equipment: As additional costs, we have inserted $3049 from February

2014, shown on ExhibitJ.1.

311 Pumping Equipment: We have inserted costs of $11,210, which are shown on the

Company s Exhibit 5/ submitted with the responses to Staff DR Nos. 1-13, and specificaily the

items listed from the beginning of the invoice through line 2 on page 2. We have also inserted

costs of $3935 from June 2012, shown on Exhibit 12; $649 from July 2010, shown on Exhibit 13;
and $513 from January 2009, shown on Exhibit 14.

339 Other Plant: Here, we have inserted costs of $2213 from April 2009, for installation of a

state-required sounding tube. These costs are shown on Exhibit 15.
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9. Please provide detailed backup for the well repair and replacement costs.

Company Response: Please refertoExhlbitsJ^2,3/4,5, and 6.
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TED PULLIAM WELL DRILLING INC

PQ BOX 505
GRESHAM OR 97030

DATE

4/4/2016

TO:

KErmiRONSJDE
2323 SWBUCKMANROAD
TUALATIN OR 97062

AMOUNT DUE

$32,896.00

DATE TRANSACTION AMOUNT BALANCE

02/29/2016
03/09/2016
03/22/2016
04/04/2016
04/04/2016

Balance forward
PMT #2258.
PMT #2261.
INVmg. Due 04/04/2016.
INV ^829. Due 04/04/2016.

-4,000.00
-8,000.00
7,340.00

37,556.00

0.00
-4,000.00

-12,000.00
-4,660.00
32,896.00

Ur\ ci^
d^l C^^- (326 ^,5'^

ZZ63 ^ ^u
QO

L2i2

^ ^\?/^

i^

CURRENT
1-30 DAYS PAST

DUE
31-60 DAYS PAST

DUE
61-90 DAYS PAST

DUE
OVER 90 DAYS

PAST DUE AMOUNT DUE

32,896.00 0.00 0.00 0.00 0.00 $32,896.00

of//2//t^ ff^-*^^^/^ ~^n, 0^.09
^ 0ffr&/^ a^-*^/^w-s>G
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Exhibit 2

EXHiBfT 2 ~ UW 172: MOUNTAIN HOME WATER DISTRICT RESPONSE TO STAFF DR N0$. 1-13
JennEe BricRer Land & Water Law

818 SW Third Avenue, No. 1517, Portland, OR 97204
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TED PULUAM WELL DRILLING, INC.
91GO,SE173_M&"_ __^^3?<5P5"
80RWQ, Oni:QOM^W9<
PHONE 665-3353 FAX G65^2S5-
MOBILE 789-5764

4/4/2016 829

KEFTHJRONSIDE
2323 SWBUCKMANROAD
TUALATIN OR 97062

7475-8463 Due on receipt

593 10" DRILLED HOLE
593 6" .250 STEEL WALL CASING

96 SACKS CEMENT AND BBNTONmS FOR SURFACE SEAL IHCLUDING
LABOR TO INSTALL SEAL

1 6"SA]NDVICKTOBEXDREVESHOE
1 STATE START CARD PERMIT

WELL TOTAL

44.00
16.00
16.00

215.00
225.00

26,092.00
9,488.00
1,536.00

215.00
225.00

37,556.00

DUE ON COMPLETION. 1 1.5% FINANCE CHARGE.
$37,556.00
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Ted Pulliam Well Drilling Invoice No. 828 (1 page)

EXHIBIT 3 - UW 172: MOUNTAIN HOME WATER DISTRICT RESPONSE TO STAFF DR 1MOS. 1-13
jennie Bricker Land & Water Law
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TED PULUAM WELL DRILLING, INC.
94geQC 172ND-_ ^a8(^?<C?OS"i
BOR!M6i OREQf?M B7009 <3'/^t^^yr? 0/S. ?7o3<3
PHONE 665-3353 FAX 665-5285
MOBILE 789-5764

4/4/2016 828

rrmEONSiDE'
2323 SW BUCKMAN ROAD
TUALATIN OR 97062

7475-8463 Due on receipt

EXISTING WELL WORK:

10 HOURS LABOR

240 FEET 6" .250 STEEL WALL CASING

350.00 3.500.00

16,00 3,840.00

7.340.00

$7,340.00
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EXHIBIT 4 - UW 172: MOUNTAIN HOME WATER DISTRICT RESPONSE TO STAFF DR NOS. 1-13
Jennie Bricker Land & Water Law
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PO BOX 547
BORING, OR 97009

503-658-3051 FAX 503-658-6854
CCB#38208

email: stevespumpservice@comcastnet

Invoice Number: 160388

tnvopce Date; Mar 24, 2016

Page: 1

Due upon receipt

County: c

BHTToF
Sales Rep: BCC DN

MR. K£)TH IRONSIDE
MTN. HOME WATER DiSTRiCT
2323 SWBUCKMAN ROAD
WEST LINN, OR 97068

Phone 1: 475-8463

Phone 2;

email:

Quantityrr .J3escrJipfi.o_n.
7ft^OBTO-30BS17E:"SETUP~6Nl/?lTA^

f IN WELL FOR DR11-LER TO WORK ON WELL. SET UP TEfVIPORARY WATER LSNE.

4.0Q LABOR 150.00 600.00

^.(%^^J
ffvf^f^

e gladly accept VISA, MC, & Discover A 2% convenience fee wfli be Ghanged. p

vas a pleasure to be of service. Please calf if you have any further questions.

TOTAL INVOICE: 600.00J
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Steve's Pump Service Invoice No. 16049929 (3 pages;

EXHIBIT 5 ~ UW 172: IVIOUNTAiM HOME WATER DISTRICT RESPONSE TO STAFF DR NOS. 1-13
Jennie Bricker Land & Water law

81S SW Third Avenue, No. 1517, Portland, OR 97204
(503)928-0976 i jennie@jbrickerlaw.com
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PO BOX 547
BORING, OR 97009

503-658-3051 FAX 503-658-6854
CCB#38208

email: stevespumpservice@comcast.net

Invoice Number: 16049929

invoice Date: Apr 28, 2016
Page; 1

Due upon receipt

County: c

Bill To:
Safes Rep: JHH

MR. KEiTH IRONSIDE
MTN. HOME WATER DISTRICT
2323 SW BUCKMAN ROAD
WEST UN N, OR 97068

Phone 1: 475-8463 Keith

Phone 2: 503.505.0553 Valerie

emaif; meyer.vaierie@gmaii.com

Quantity Line Item ID Description Unit Price i Amount

1.00

1.00

1.00

1.00

535.00

525.00

3.00

540.00

5.00

1.00

1.00

21.00

Sfte; 2323 SW Buckman Road, West Linn, OR 97068

i4/20/16 - Install pump in new well.

{4/25/16 - Travel, excavate under pump house. Cut 4 concrete holes

I through floor in pump house. Plumb 2" wirsbo fine from well head into

pump house. RunPVC conduit from well to drive. Pull wire from well

and info drive.

4/27/16 - Travel. Plumb lines Into pump house to tank manifoEd.

Plumb 2 ball valves and run 2 lines back out of pump house and plug.

Turn on power to drive and program. Run water from house which

was very dirty. Water was so dirty that we hooked up 2" pvc line and

ran water at about 40 gpm for a couple hours while we loaded up oEd

materials. Water got a lot better so we opened lines to house before

i we left Job.

PU G 45S10Q-25

M!SC
AC 7171380
AC 7171340
Wl 7171304
Pl 4024020
MISC
Pl 2016007
EL CABLE WRAP
MiSC
AC 7341060
MISC

MATERIALS USED ON 4/20/16
10 HP 45 GPM GRUNDFOS SUBMERSfBLE PUMP END, MODEL
4SS1000-25
HITACHI 10 HP 230 VOLT 3 PHASE MOTOR
8 GA K8C SPLICE KIT
4 GA K4 SPLICE KIT
4-4 FLAT SUBMERSiBLE CABLE
2 " GALVANIZED PfPE T&C
2" VFD CHECK VALVES
3/4 S40 PVC PIPE
2X100' 2 CABLE WRAP GREEN TAPE
MAASS 6" X 2" WELD P1TLESS
WTCC-6/1 1/4 WELL CAP W/1" CONDUfT TOP
2" HEAVY DUTY COUPLING

3,313.45 3,313.45

We gladly accept VISA, MC, & Discover. A 2% convenience fee wili be charged.

It was a pleasure to be of service. Please call if you have any further questions.

1,945.25

7.00

13.00

3.41

3.40

70.30

0.30

8.00

237.23

45.15

6.04
I

TOTAL INVOICE: \

1,945.25

7.00

13.0Q

1,824.35

1,785.00

210.90

162.00

40.00,

237.23

45.15 :

126.84

Continued
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CORING, OR 97099
03-658-30S1 FAX 503-658-6854

CCB#38208
@tevespumpservic@@eomcast

invoice Number; 16049929

Invoice Date: Apr 28. 2016
Page: 2

County: c

Bill To:
Sates Rep: JHH

MR.KEn-HlRONSlDE
MTN. HOME WATER DISTRICT
2323 SW BUCKMAN ROAD
WEST L1NN. OR 97068

Phone 1: 475-8463 Keith

Phone 2: 503.505.0553 Valerie

email: meyer.valerie@gmaif.com

j2E/
Quantity

8.00

1.00

Line item JD
LABOR
LABOR

7.00 LABOR

8.00-LABOR

1.00; RENTAL SMALL

20.00: Pi W F1922000
3.00 ip) W Q4572020

I

3.00! Pi W Q4522020

6.00

1.00

1.00

1.00!

30.00!
3.001

1.00

1.00|
4.00

3,00

35.00!

.P[ W Q4692000
:FI SS44 07020
FI SS4687060
Fl SS4430020

Pi EPVC11/4
PL E24D6012
PL EQ69143
PL 2885030
PL E2429012
PL E2436012
Wi 7151304

2.00. M1SC

4.00: MISC
3.00 i MISC

1.00 I EL BOX051628
2.00

1.00

1.00

7.00

2.00

MiSC
Fi 4657240
Fl 4430020
Fl 4407020
Fl 4405020

Description
LABOR on 4/20/16

: INSTALLATION OF WELD ON P1TLESS
MATERIALS USED ON 4/25/16 AND 4/27/16

(LABOR on 4/25/16
; LABOR on 4/27/16
CONCRETE CORE DRILL
2" W!RSBO PiPE - CHARGED OUR COST ON THIS ITEM

12" WtRSBO BRASS FEMALE ADAPTOR ~ CHARGED OUR COST
i ON THIS ITEM
12" WtRSBO BRASS MALE ADAPTOR -.CHARGED OUR COST ON
I THIS ITEM
12" W1RSBO PEX RING - CHARGED OUR COST ON THIS ITEM
! 2" S3 90
i2X6SSNIPPLE
12S3COUPUNGS
:1 1/4 EPVC CONDUIT #069136
1 1/4EPVC90
1 1/4 EPVC90LB

jl 1/4X3S80NIPPLE
J1 1/4 EPVC COUPLING
1 1/4EPVCiy!ALEADAPTOR

] 4^ PVC TWISTED SUB CABLE
[GROUND LUG
' SPLiT BOLTS
IpOLARfS CONNECTORS 4/14 AWG
16X6X4 JUNCTION BOX WITH COVER
J2X36"GALVN!PPLE
i2X24GALVNIPPLE
12 GALV COUPLING
12 GALV 90
' 2 GALV STRAIGHT TEE

Unit Price
150.00

300.00

150.00 |
150.00

50.00

4.86|
106.40

86.26

1.65

21.50

14.50.

14.50

0.70 i
3.50!

8.09

3.25!

1-25

1.60

3.94 I
3.00

6.50|
24.30;

18.34]

37.17:

27.441
6.60

8.15;

11.751

Amount
1,200.00

300.00 j

1.050.001
1.200,00

50.00

97.20

319.20

258.78

9.90

21.50 i

14.50 i

14.50;

21.00 i
10.50

8.09

3.25

5.00

4.50!

137.90

6.00

26.00;

72.90 |

18.34;

74.34 |
27.441
6.60;

57.051
23.50 \

We gladly accept VISA, MC, & Discover. A 2% convenience fee wil! be charged.

!t was a pleasure to be of service. Please call if you have any further questions.

TOTAL IMVOICE: Continued
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PO BOX 547
BORING, OR 97009

503-658-3051 FAX 503-65&-6854
CCB#38208

email: stevespumpservice@coincast.net

Invoice Number: 16049929

Invoice Date: Apr 28, 2016
Page: 3

Due upon receipt

County: c

Bill To:

MR. KEITH 1RONSIDE
MTN. HOME WATER DISTRiCT
2323 SW BUCKMAN ROAD
WESTLINN,OR 97068

Phone 1: 475-8463 Keim

Phone 2: 503.505.0553 Valerie
email: meyer.valerie@gmail.com

Quantity jLine Item ID
2.0'GIMJSC

1.00 Ft 4687060
1.00;R 46870SO

1.00 JFf 4687120
1.00 |Fi 4G87045
1.00 iR 4687080
1.00 R 4687100
2.00 IFi 4687030
3.00 I FI 46870QO

Description

2.00

18.00

Fl 4458020
W! 062527

2.00SFI 4450020
2.00 !EL 0166575

1.00.MISC

I.OOJFREtGKT

12 BRS 600#2 PC THRETTDED'BALUVALVE^
12X6GALVNIPPLE
12X5GALVNIPPLE
'2X12GALVNIPPLE
2X41/2GALVNIPR.E

.2X8 GALVANIZED NfPPLE
; 2 X 10 GALVANIZED NIPPLE
I2X3GALVNIPPLE
12 X CLOSE GALV NiPPLE
12 GALVANIZED UNfON
I BLUETRACER WIRE, 18 GAUGE
12GALVPLUG
[ 1 CARLON L/T STRAIGHT CONNECTOR
;2" RIGID PIPE STRUTCLAMP
I FREIGHT FOR SPECIAL ORDER PUMP

Unit Price
68.00

5.35

7.30

23.44

7.30

9:65
20.43

4.70

3.25

18.75

Q.20
5.00

4.85

5.00

33.56

We gladly accept VISA, MC, & Discover. A 2% convenience fee will be charged.

H was a pleasure to be of service. Please call if you have any further questions.

TOTAL INVOICE:

Amount
136.00

5.35

7.30

23.44 i
7.30

9.65

20.43

9.40 i

9.751

37.50

3.60

10.001

9.701
5.00

33.56

15,076.14
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EXHiBIT 6 ~ UW 172: MOUNTAIM HOME WATER DISTRICT RESPONSE TO STAFF DR N05.1-13
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Account Details

View Cleared Check

Water
Check Number

Check Amount

Date Check Cleared

374801002626
2265

9.145.00

05/13/2016

Note: You may print a copy of this check by selecting the "Printer Friendly Vefsion" link or order a copy of
the checSa by selecting the "Request Copy" button below.

Pnntei • Friendly Version.

KEiTHLIHONSlOEJR MD
Z3£3SWBUCKMWRD.
WEST UWt, OR 970684606

Fay m the
ler ftf,

/fff^
2265

;*,rai/iuB
WW)

j $ W.w

faVBurti NatfonaiAupcitttoo
t 4. TuiStUi, Orttfldn B72H

HJOO KlrtwU* Itey.com*

Fur,

1:1330020^: mSOl002£2£n" 326
'>

Seq: 55
•Batch: 5?1573
Date: 05/12/16

r--: ^ -L -S S?E):Sm5 8S/H/U
BAI:571573 CC;.342BHZ1I7 ...
Wf:91 UPSmiAB^ P; . -\
Vt *• I 1 *n ^TT^J ^'-H ^-t- ^nnihi* ^1 ity^^^^i

ri^.tLL.pyLLiLy—&i* - LTS i''"*:.j
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11. Please explain why the Company is proposing that water delivered under Tariff

Schedule 1: Flat Rates be restricted to indoor residential use only and may not be

used for irrigation/ including lawn/ garden and landscape irrigation.

Cpmpanv Response;

The Company's water system is located within the Sherwood-Dammasch-Wilsonville

Groundwater Limited Area/ which is closed to new water rights. See OAR G90-502-0190.

Without a water right, the Company's water supply well can be authorized only as an exempt

use/" which means that water from the well may not be used for more than a half-acre of

landscape irrigation, "as aggregated among al! users." See Order No. 17-164 at 3; ORS 537.545.

The Company received a letter from the Oregon Department of Water Resources in July 2015

explaining the restrictions on exempt use wells and stating that the OWRD is considering

measures to enforce the acreage limitation.

Three parcels will be served by the water system after the Seymours ieave the system;

together those parcels comprise about 8.5 acres. (Once compiete, the Seymours' new wel\ will

be permitted to imgate a separate half-acre on the Seymour parcel.) The Company believes

that compliance with the half-acre limitation will be extremely difficult, and perhaps

impossible/ to enforce. The Company respectfully disagrees with the Commission that its

customers have "an overarching interest" in complying with the acreage limitation. See Order

No. 17-164 at 8. On the contrary, it is the well owner who will be most affected/ if users exceed

the [imitation and OWRD institutes enforcement measures, such as the requirement to insta!! a

fiow meter at the weli, with monitoring obligations and monthly water use reports to OWRD.

Under Oregon law/ exceeding the haif-acre limitation on exempt well use is an "unlawfui

use" of groundwater. ORS 537.535. Such use is a Class B Misdemeanor and carries criminal

penalties, including fines of as much as $5000 per day of violation and liabiiity for OWRD's

enforcement costs. See ORS 537.990(3); OAR 690-260-0040(l)(a); OAR 690-260-0070(2}(b)(E);
OAR 690-260-0100.

Thus, the Company regards the haif-acre limitation as an extremely serious matter and

believes that only one option will allow compliance with OWRD rules. Because the acreage

limitation is based on the type of water use, not on water volume, installing meters to measure

water will not help the Company with enforcement. Instead, the Company intends to enforce

the limitation through a ban on all landscape irrigation, coupied with a right to inspect the

customers' premises. In dry weather, if the customer has no independent source of irrigation

water and the ground has been irrigated/ the Company may reasonably conclude that the

customer has violated the irrigation restriction. Pursuant to OAR 860-036-1670, the Company

can ensure compliance with OWRD rules by disconnecting water service to that customer.
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Q. Please state your name, occupation, and business address. 1 

A. My name is Matt Muldoon.  I am a Senior Economist for the Public Utility 2 

Commission of Oregon (Commission or OPUC).  My business address is: 3 

201 High Street SE, Suite 100, Salem, OR 97301. 4 

Q. Please describe your educational background and work experience. 5 

A. My educational background and work experience are set forth in my Witness 6 

Qualification Statement, which is provided as Exhibit Staff/201. 7 

Q. What is the purpose of your testimony? 8 

A. My testimony is in support of Staff analyst Joan Grindeland’s Issue 6 9 

regarding Cost of Capital:  My testimony is limited in scope to: 10 

Cost of Common Equity, also known as Return on Equity (ROE) 11 

Ms. Grindeland addresses appropriate capital structure for the unique 12 

character of this proceeding and makes summary recommendations to the 13 

Commission in Exhibit Staff/100.  Ms. Grindeland explains how my 14 

recommended ROE translates to Staff recommended overall Rate of Return 15 

(ROR). 16 

Q. What are your findings? 17 

A. I recommend a mid-point ROE of 8.6 percent representing the top end of a 18 

range of reasonable ROEs of 7.50 percent to 8.64 percent.  My 8.6 percent 19 

point recommendation is a rounding to the number of digits usual in a 20 

Commission Order addressing Cost of Capital, such as one observes in 21 

Commission Order No. 17-511 in Portland General Electric Company (PGE) 22 

general rate case Docket No. UE 319. 23 
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Q. What factors narrowed your range of reasonable ROE’s? 1 

A. My initial modeling results shown in Exhibit No. Staff/200 Muldoon/1 yield a 2 

broad 7.50 to 8.64 percent range of reasonable ROE’s.  This range is 3 

narrowed sharply in two primary ways.  First, I considered growth rates.  At 4 

this time, I favored the higher 5.46 percent growth derived from the US 5 

Bureau (BEA) of economic analysis extrapolated historical growth rate 6 

developed from BEA data in Exhibit No. Staff/204 Muldoon/1.  This higher 7 

growth rate is more reflective of recent strong U.S. economic growth from July 8 

through September of 2017.1 9 

Q. Was utility size the second key factor you examined? 10 

A. Yes, I considered the small size of the utility in question.  Interestingly, as 11 

shown in Exhibit No. Staff/202 Muldoon/1, a 15 basis point adder fully 12 

explains current market capitalization differences between large-cap and 13 

small-cap, or a difference of about 14 billion dollars in capitalization size from 14 

small to quite large as shown on Exhibit No. Staff/202 Muldoon/2. 15 

Q. Please explain further. 16 

A. Prior to consideration of growth rate and capitalization size, the floor of my 17 

range of reasonable ROE’s was 7.50 percent.  After narrowing for growth 18 

rate, capitalization size, and factors developed in Exhibit Staff/202, my range 19 

tightens sharply to the rounded point recommendation of 8.6 percent.  A key 20 

                                            
1  This economic growth is reported on by Martin Crutsinger inn the Oregonian article, “Twice in 

a Row, Strong Growth” published December 22, 2017. 
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factor that normally drives a larger range of reasonable ROEs is distinctly 1 

muted at this time for water utilities. 2 

Q.  What is this factor? 3 

A. There is a conversion between water utilities toward little stock price 4 

appreciation for holding these stocks long-term and then selling them.  The 5 

difference between holding the stocks indefinitely for their quarterly dividend 6 

income as captured in Exhibit Staff/201 Muldoon/5, on the one hand, and also 7 

selling the shares at a future date as captured in Exhibit Staff/200 Muldoon/6 8 

is less than one might historically expect. 9 

Q.  What is causing this compression of returns? 10 

A. The water utilities are an extremely hot sector.  Stock prices now more than 11 

incorporate positive news.  This depresses the difference between a future 12 

sale price and the current price which already prices in fabulous investor 13 

expectations in terms of price per expected future earnings. 14 

Q.  Do investors want to buy low and sell high in terms of stock prices? 15 

A. Yes.  Buying extremely high and selling at about the same price as one 16 

bought the stock depresses expected total returns from the sum of A) growing 17 

quarterly dividends and B) proceeds from the sale of the stock in the future.  18 

This doesn’t mean that the water utilities are not great companies, just that 19 

investors are paying a high premium over future expected cash flows to own 20 

these stocks. 21 
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Q.  Are there good reasons for global investors to be satisfied with water 1 

utility stocks even if the investors are paying a very steep price to 2 

buy the stocks now? 3 

A. Yes.  One of the comparators for investors to the dividends from these water 4 

utility stocks are fixed income securities like government bonds in the U.S. 5 

and Europe as posted by the Wall Street Journal on December 22, 2017.  US 6 

Treasury yields such as 2.479 percent on 10 year bonds are very low by 7 

historical standards.  German 10-year yields on government bonds are just 8 

0.420 percent.  In comparison, the 2.0 percent dividend yield for Aqua 9 

America as shown in Exhibit Staff/202 Muldoon/4 is still a very attractive 10 

substitute for the German 10-year bond.  Further, there is a chance, but no 11 

guarantee, that a larger company will pay a market premium over the current 12 

stock market price for one of these water utilities to acquire it. 13 

Q. Did you prepare exhibits in support of your opening testimony? 14 

A. Yes.  I prepared the following exhibits: 15 

Staff/201  ......................................................  Witness Qualification Statement 16 

Staff/202  ........................................................................ . Staff ROE Modeling 17 

Staff/203  ...................  Treasury Inflation Protected Securities (TIPS) Analysis 18 

Staff/204  .  GDP Analysis with U.S. Bureau of Economic Analysis (BEA) Data 19 

Staff/205  ................................................ Value Line (VL) Water Utility Profiles 20 

  21 
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COST OF COMMON EQUITY (ROE) 1 

Q. Does your recommended ROE meet appropriate standards? 2 

A. Yes.  The 8.6 percent ROE I recommend meets the Hope and Bluefield 3 

standards, as well as the requirements of Oregon Revised Statute 4 

(ORS) 756.040.  My recommendations are consistent with establishing “fair 5 

and reasonable rates” that are both “commensurate with the return on 6 

investments in other enterprises having corresponding risks” and “sufficient to 7 

ensure confidence in the financial integrity of the utility, allowing the utility to 8 

establish and maintain credit ratings and attract capital.”2 9 

Q. Does your analysis and methodology mirror that used by Staff over 10 

the past 20 years in other general rate cases? 11 

A. Yes.  For example, you see this same analytical tool set applied to PGE, 12 

Avista Corporation and Sunriver general rate cases before the Commission in 13 

2017.3  I also footnote in this testimony examples of where Staff has 14 

historically used these same methodologies. 15 

  16 

                                            
2  See ORS 756.040(1) (a) and (b). 
3  Portland General Electric Company (PGE) general rate case Docket No. UE 319;  

Avista Corporation (AVA) general rate case Docket No. UG 325; and 
Sunriver Water, LLC general rate case Docket No. UW 169. 



Docket No: UW 172 Staff/200 
 Muldoon/6 

 

Q. Describe the analysis underlying Staff’s ROE recommendation. 1 

A. I rely on two different three-stage “discounted cash flow” (DCF) models,4 2 

applied using a cohort group of peer utilities, to estimate the expected return 3 

on common equity required by investors. 4 

Q. Describe the two DCF models that you used. 5 

A. My first model is a conventional three-stage Discounted Dividend Model, 6 

which Staff denotes as a “30-year Three-stage Discounted Dividend Model 7 

with Terminal Valuation based on Growing Perpetuity” (referred to as 8 

“Model X“). 9 

My second model is the “30-year Three-stage Discounted Dividend 10 

Model with Terminal Valuation Based on P/E Ratio” (referred to as 11 

“Model Y“). 12 

The three stages of the models are: 1) 2017-2021, where I use Value 13 

Line’s (VL) forecasts of dividends per share for each company; 2) 2022-2026, 14 

where the rate of dividend growth converges from the average rate over the 15 

2017-2021 period to the growth rate in of the third stage; and 3) 2027-2046.  16 

This is the third “long-term” stage, for which growth rates are discussed. 17 

Model X includes a terminal value calculation, in which I assume 18 

dividends per share grow indefinitely at the rate of growth in Stage 3 19 

(“growing perpetuity”).  In contrast, Model Y terminates in a sale of stock 20 

where the price is determined by my escalated price/earnings (P/E) ratio. 21 

                                            
4  See also the Commission’s discussion of multistage versus single-stage DCF models in 

Order No. 01-777 at page 27. 
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Q. How do you address dividend timing? 1 

A. Each model uses two sets of calculations that differ in the assumed timing of 2 

dividend receipt.  One set of calculations is based on the standard 3 

assumption that the investor receives dividends at the end of each period. 4 

The second set of calculations assumes the investor receives dividends 5 

at the beginning of each period.  Each model averages the unadjusted ROE 6 

values to generate an Internal Rate of Return (IRR)  produced with each set 7 

of calculations for each peer utility.  This approach accounts for the time value 8 

of money, closely replicating actual quarterly receipt of dividends by investors. 9 

Q. How do you account for differences in peer utility capital structures? 10 

A. Each model employs the Hamada equation5 to calculate an adjustment for 11 

differences in capital structure between utilities. 12 

Q. What price do you use for each peer utility’s stock? 13 

A. I use the average of closing prices for each utility from a trading day near the 14 

start of each month of October, November, and December 2017 to represent 15 

a reasonable snapshot of prevailing investor owned water utility common 16 

stock prices. 17 

Q. How do Staff’s two DCF models differ? 18 

A. Model X uses the calculation of a growing perpetuity as part of the terminal 19 

valuation in 2046. 20 

                                            
5  Dr. Robert Hamada’s Equation as used in Staff/202, Muldoon/4 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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Model Y uses the current price-earnings (P/E) ratio multiplied by the 1 

estimated “earnings per share” (EPS) in 2047, which establishes the stock’s 2 

“selling price” in 2046 for terminal valuation.  I estimate the 2047 EPS 3 

analogously with methods used to estimate the 2046 dividend in both models; 4 

i.e., based on VL estimates to which multiple growth rates are sequentially 5 

applied. 6 

This modeling difference corroborates Value Line analysts’ opinions that 7 

investors are paying a high price now which reduces likely total returns from 8 

holding the water utility stocks. 9 

 10 
PEER SCREEN 11 

Q. How did you select comparable companies (peers) to estimate ROE? 12 

A. I used companies that met the following criteria as peer utilities: 13 

1. Covered by VL as an U.S. Water Utility; 14 

2. Forecasted by VL to have Positive Dividend Growth; 15 

3. No Decline in Annual Dividend in Last Five Years per SNL and VL; 16 

and 17 

4. Primarily Domestic US Water Utility Sourced Cash Flows. 18 

Q. What cohort of companies resulted from your screens? 19 

A. Please see Exhibit Staff/202, Muldoon/2 for detailed Staff screens. 20 

Q. Did Staff also do analysis to quantify the impact capitalization size 21 

has on required ROE? 22 

A. Yes.  Staff’s modeling utilized: A) water utilities that passed Staff’s Screen, 23 

B) the earlier group restricted to Small- and Mid-Cap companies as a 24 
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sensitivity, and C) the first group restricted to Small-Cap companies as 1 

another sensitivity. 2 

Q. How does Staff apply its analysis of the impact of capitalization size 3 

to its modeling? 4 

A. Staff examined its full range of ROE results including sensitivities.  After 5 

applying capitalization size criteria, Staff determined that a return of 8.61 6 

percent to 8.64 percent represents a reasonable narrowing of focus on Staff’s 7 

peer companies. 8 

GROWTH RATES 9 

Q. What long-term growth rates did you use in the two DCF models?6 10 

A. I used three different long-term growth rates, with different methods employed 11 

in developing each. 12 

The first method uses a 50 percent weight applied to the average annual 13 

growth rate resulting from estimates of long-term GDP by the EIA, the OMB, 14 

and the CBO, with each receiving one-third of the 50 percent weight.7  The 15 

remaining 50 percent is the average annual historical real GDP growth rate, 16 

                                            
6  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, at Exhibit 
Staff/800, Storm/46-52.  

7  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.  I applied to CBO’s estimate of real 
GDP an inflation rate for the relevant timeframe developed using the Treasury Inflation-
Protected Securities (TIPS) method described by Staff in testimony in multiple recent general 
rate case proceedings. 
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established using regression analysis, for the period 1980 through 2016,8 to 1 

which I apply the TIPS inflation forecast. 2 

The second long-term growth rate relies on Blue Chip & U.S. Office of 3 

Management and Budget (OMB) data.  At this time, this data happens to offer 4 

little incremental dispositive information beyond the first method.  At times, 5 

expectations between the first and second sources can vary widely. 6 

Last, I employ a nominal historical growth rate.  See Table 1 below: 7 

Table 1 8 

GDP Growth Rates9 9 

 10 

 11 

  12 

                                            
8  Staff discussed this approach in recent Staff cost of equity testimony in several rate case 

proceedings.  See, as an example, in Docket No. UE 233 Exhibit Staff/800, Storm/46, 
line 15 through Storm/50 line 3. 

9  See Staff/202 for this material in electronic form. 

Component
Real

Rate

TIPS

Inflation

Forecast

Nominal

Rate
Weight

Weighted

Rate

EIA 2.20% 2.04% 4.28% 12.50% 0.54%

OMB - 10 Year GDP Projection 4.10% 12.50% 0.51%

 White House 2017 Budget 4.30% 12.50% 0.54%

CBO Projections 4.20% 12.50% 0.53%

Historical

1980 Q1 – 2016 Q3
2.80% 2.04% 4.90% 50.0% 2.45%

Composite 100% 4.56%

BEA Avg. Nominal Historical

1980 Q1 – 2016 Q1
5.46% 100.0% 5.46%

Blue Chip* – Top 10%

2019 Values
2.90% 2.04% 5.00% 100.0% 5.00%

Stage 3 – Long-Term Annual Dividend and EPS Growth Rates Considered
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Q. Does this approach capture a reasonable set of investor expectations 1 

similar to Staff’s analysis in other recent general rate cases? 2 

A. Yes, Staff modeling captures the expectations of investors who think 3 

variously that: A) future conditions will mirror the past, B) federal agency 4 

expert analysis also informs the historical track record, and C) the most 5 

optimistic 10 percent of Blue Chip referent persons surveyed have the pulse 6 

of the future.  That last value represents the financial professionals who are 7 

most optimistic about the economy’s long-run growth.  The last element is 8 

used as a control, but is not depicted in exhibits as it is bounded by other 9 

growth rate results, and adds no incremental information. 10 

Q. Did your analysis include the construction of a synthetic forward 11 

curve using UST TIPS break even points? 12 

A. Yes.  My forward curve is provided in Exhibit Staff/203, reflecting implied 13 

market-based inflationary expectations.  Staff’s recommendations are 14 

consistent with market activity indicating investor expectations of future 15 

inflation. 16 

Q. Assume one ignored current downward adjustments by a broad 17 

spectrum of federal agencies and instead presumed that future U.S. 18 

GDP growth would look like the past 30 years.  Would a ROE based 19 

on that assumption fall within Staff’s recommended range? 20 

A. Yes, I extracted and ran regression on data from U.S. BEA to generate the 21 

annual real historical GDP growth rate.  My recommended range of ROEs 22 
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includes values that presume GDP growth over the next 30 years would look 1 

like that of the past 30 years. 2 

Q. Are there any downward pressures on expected returns for investors 3 

holding water utility common stock? 4 

A. Yes, there has been a substantial run up in the price of these common stocks.  5 

This depresses the expected gains one could have by holding the water utility 6 

stocks, receiving dividends for a period of time and then selling the stocks. 7 

Q. Could you explain that concept further? 8 

A. Yes, Benjamin Graham and other value investors like Warren Buffet explain 9 

that the price at which one acquires a stock is important.  Even though an 10 

investor can now expect to sell water utility shares in the future at a price that 11 

would be very attractive, current prices are very high by historical metrics.  12 

The difference between current purchase price now and expected future sale 13 

value is lower than historical trends due to very high prices now. 14 

Q. Are water utility stocks currently overvalued? 15 

A. Market analysts are reluctant to state that directly.  Instead, Value Line and 16 

other analytic reports contain statements like the following:10 17 

1. “In our opinion, most of the good news associated with the stock 18 

appears to be reflected in the recent price.” 19 

2. “The premium demanded by the market for this group of stocks 20 

seems excessive, in our opinion.” 21 

3. “These shares are trading near all-time highs.” 22 

                                            
10  See Exhibit Staff 205 for these quotations. 
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4. “The stock is trading above our 3- to 5-year target price range, and 1 

total return potential is sub-par.” and 2 

5. “From a price-to-earnings perspective, the recent valuation is a bit 3 

lofty, in our view.” 4 

 While an investor would normally expect larger and divergent stock price 5 

appreciation over time, the above statements suggests these stock prices 6 

have surged past values supported by the water utilities’ underlying expected 7 

future cash flows.  Higher prices than can be attributed to expected cash 8 

flows has the additional effect of narrowing expected total return potential.  9 

This is reflective of greater passive investment in the sector with less 10 

investment inflow variation based on relative metrics between stocks in the 11 

IOU water utility group, as followed by Value Line. 12 

HAMADA EQUATION 13 

Q. Why is your application of the Hamada Equation? 14 

A. I employ the Hamada Equation as a check on the reasonableness of my 15 

modeling results.  This eliminates bias based on differences in the amount of 16 

LT Debt in peer utilities. 17 

INFORMED STAFF ANALYSIS 18 

Q. Do you monitor and analyze current and projected market 19 

conditions? 20 

A. Yes.  My analysis includes analysis of the current economic climate and its 21 

impact on my estimates of long-term growth.  I also rely heavily on feeds from 22 

SNL Financial LC (SNL), Bloomberg, Moody’s, S&P, WSJ and other sources 23 
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to make sure that my financial understandings are reflective of investor 1 

expectations. 2 

 3 

Q. Did you use robust and proven analytical methodologies? 4 

A. Yes.  My methods are robust, and parallel Staff’s work over the last decade. 5 

 6 

SENSITIVITY ANALYSIS 7 

Q. Did you perform sensitivity analysis that attempts to capture unique 8 

risks present in this case that may not apply more generally to the 9 

industry? 10 

A. Yes, I did.  While I remain confident in my primary analysis, I present 11 

alternatives that the Commission could consider if it so chooses.  The 12 

purpose of the analysis is to broaden the record to provide additional flexibility 13 

to the Commission.  I note that the additional sensitivity analysis may be more 14 

subjective than my primary analysis. 15 

Q. Please list the additional factors you feel the Commission could 16 

consider if they wished to adopt a cost of equity above your 17 

recommended range. 18 

A. There are six factors that are unique to this case and create risk for the 19 

Company.  Consideration of these factors provide support for an ROE 20 

towards the higher end of the range: 21 

1. Mountain Home has 5 or less total current customers including owners, 22 

all of whom are residential; 23 
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2. The customer growth trend data are statistically uncertain and biased 1 

downward.  Loss of one critical current customer may mean the 2 

company ceases to exist as a utility and would have no means to recover 3 

their investment; 4 

3. Risk of material stranded costs is very high due to the heavy reliance on 5 

a single residential customer; 6 

4. Risk of litigation costs in excess of operational costs is high; 7 

5. Salvage or repurpose to serve other customers of any underutilized 8 

assets is unlikely; and 9 

6. The utility faces competition as existing customers are currently able to 10 

switch to their own supply and terminate service. 11 

Q. Why might the Commission wish to consider these factors? 12 

A. Given the exceptionally small customer base, Mountain Home needs to show 13 

a reasonable expectation that it expects growth in customers and revenue 14 

which would allow it to pay a stable and growing dividend should it wish to 15 

attract equity investors. 16 

Investors and market analysts look to water companies as a monopoly 17 

service.  As such, they would want to see sufficient barriers such that once 18 

customers are served by the utility, they will be unlikely, based on a 19 

combination of satisfaction, costs and inherent difficulties, to cancel or switch 20 

away from utility provided services. 21 

  22 
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Q. Does this mean that such a substantially riskier business cannot 1 

attract investors? 2 

A. No.  However, investors want a higher rate of return to hold substantially 3 

riskier investments.  To approximate the unique extreme incremental risks, in 4 

this particular case, the Commission could find the benchmark total 10-year 5 

10.40 percent total returns of the S&P Dow Jones Small Cap 600 utilities 6 

equity index informative.  Returns have shown a 0.54 benchmark standard 7 

deviation. 8 

Q. Were the Commission to consider this alternate 10.4 percent ROE for 9 

small US utilities further, what indicated dividend yield would that 10 

imply. 11 

A. To hold this higher risk utility stock, and achieve a satisfactory total return 12 

based on December 22, 2017 stock prices, investors would want to be 13 

compensated with an indicated 2.52 percent annual yield from quarterly 14 

dividends.  This dividend calculation and ROE is float-adjusted and market 15 

cap weighted, but reflects a historical track back to just December, 30, 1994. 16 

Q. So hypothetically, US utility investors would still be willing to hold 17 

Mountain Home common stock were Mountain home to hold a public 18 

offering providing a 2.52 percent annual dividend yield and a 19 

10.4 percent ROE based on the profile of the S&P Small Cap 600 20 

Utility Index.11 21 

                                            
11  Staff accessed this index on the S&P Dow Jones Website on Dec. 22, 2017 
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A. Yes.  However, I still prefer to bring best available information to bear 1 

including that Mountain Home is a public water utility, and thus is best 2 

compared to other similar utilities rather than similar sized firms at large.  For 3 

this reason, I offer my sensitivity analysis as inferior to my primary 4 

recommendation of 8.6 percent.  This is more in line with the peer projections 5 

found in Exhibit No. Staff/202 Muldoon/3. 6 

 7 
CONCLUSION 8 

Q. Is it practicable for Mountain Home to adhere to best IOU practices? 9 

A. Yes, regardless of how Dr. Keith Ironside actually met the cost of replacing a 10 

well under emergency conditions, prevailing required return on equity 11 

provides an informative comparator in the determination of prudent fair cost of 12 

capital for a water utility operation.  This analysis neither favors nor disfavors 13 

Mountain Home, but rather provides an impartial assessment of capital 14 

market conditions that would apply for a well-managed alternate investor 15 

owned utility faced with need for like capital. 16 

Q. What is your recommendation regarding ROE? 17 

A. I recommend that the Commission consider a range of reasonable ROEs 18 

from 7.50 percent to 8.64 percent, and consider a point ROE of 8.6 percent.  19 

My analysis appropriately addresses differences in capitalization size.  20 

However the unique and material risks associated with Mountain Home 21 

partially depicted above prompts me to note that were the Commission to 22 

determine that the risks inherent to Mountain Home’s prospects are more in 23 
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line with the smallest utilities in the US covered by Standard and Poor’s, then 1 

the upper end of this range of reasonable ROEs could be extended to 10.4 2 

percent, predicated on Mountain Home offering a higher 2.52 percent 3 

dividend yield to compensate investors for higher than typical water utility risk 4 

of holding Mountain Home common stock. 5 

Q. Does this sensitivity analysis set a precedent for the future? 6 

A. No.  I have higher confidence in my point required ROE of 8.6 percent.  But I 7 

offer the sensitivity analysis to help broaden the record and provide a basis 8 

should the Commission determine the unique risks detailed in my testimony 9 

merit Commission consideration of the S&P alternative 10 

Q. Does your primary analysis address the small size of the utility in this 11 

case? 12 

A. Yes.  My primary analysis adds 15 bps to compensate for any perceived 13 

differences due to the size differential between the smallest peer utility and 14 

the largest peer examined, on top of modeling results.  Further, my analysis 15 

adds 12.5 bps to address the cost of floating stock that a larger investor 16 

owned utility would incur to float new common stock shares. These 17 

adjustments are shown in Exhibit No. Staff/ 102 Muldoon/1. 18 

The long-term nature of Mountain Home’s new assets are a good fit to 19 

equity financing and this testimony provides good evidence that an 20 

8.6 percent ROE currently reflects a reasonable required return on equity. 21 

Q. Does that conclude your testimony? 22 

A. Yes. 23 
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WITNESS QUALIFICATION STATEMENT 

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

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

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

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

OTHER: I have prepared, and defended formal testimony in contested 
hearings before the OPUC, ICC, STB, WUTC and ODOT.  I 
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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Mountain Home GRC UW 172 ROE Recommendations Staff/202 Muldoon/1

A

B

UW 172 Staff ROE Summary

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

Component
Real
Rate

TIPS
Inflation
Forecast

Nominal

Rate
Weight

E1A
0MB -10 Year GDP Projection

White House 2017 Budget
CBO Projections

Historical
1980 Q1-2016 Q3

Composite

BEAAvg. Nominal Historical
1980Q1 -2016 Q1

Blue Chip*-Top 10%
2019 Values

2.20% 2.04%

2.80% 2.04%

2.90% 2.04%

5.46%

5.00%

100%

100.0%

100.0%

Weighted
Rate

4.56%

5.46%

5.00%

Model X: 3 Stage DCF - Dividend Growth with Terminal Value as Perpetuity

x
VL H20 Screen

VL (Low-Cap) H20 Screen - Under $2B

VL Small-Cap) H20 Screen

compo^e 4.56%
Growth

6.83%

6.70%
6.76%

Nominal

Historical 5.46%
Growth

7.65%
7.52%
7.59%

Hamada

Adjustments

Model Y: 3 Stage DCF - Dividend Growth with Terminal Value as Sales based upon EPS Growth and Terminal Stock

Y
VL H20 Screen

VL (Low-Cap) H20 Screen

VL (Small-Cap) H20 Screen

c^mpo.s.ite 4.56%
Gro\nrth

7.31%

7.17%
7.32%

Nominal

Historical 5.46%
Growth

8.03%

7.89%
8.04%

Hamada

Adjustments

Hamada Adjustments to Right Fully Account for Differences in the Amount of Debt in Capital Structure

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

Sensitivity Study to Account for Difference in Capitalization Size - Maximum Upward Shift Shown to Right

Informed Range of Modeled Results

Point ROE Recommendation

8.61% to

8.6%

8.64%

ROE

12.5

15.0

ROE

Above Right

bps
bps

4.28%
4.10%

4.30%

4.20%

4.90%

12.50%
12.50%

12.50%

12.50%

50.0%

0.54%
0.51%

0.54%

0.53%

2.45%

Model X: 3 Stage DCF - Dividend Growth with Terminal Value as Perpetuity (Hamada

x
VL H20 Screen

VL (Low Cap) H20 Screen
VL Small-Cap) H20 Screen]

c^mp.os.'te 4.56%
Growth

7.13%
7.03%
7.09%

Nominal
Historical 5.46%
Growth

7.95%
7.85%
7.92%

Modei Y: 3 Stage DCF - Dividend & EPS Growth with Terminal Value as Stock Sale

Y
VL H20 Screen

VL (Low Cap) H20 Screen
VL Small-Cap) H20 Screenf

c^mposite 4.56%
Growth

7.61%

7.50%
7.65%

Nominal
Historical 5.46%
Growth

8.33%

8.22%

8.37%

LT Growth Rates and ROE Model Results Page 1 of 1 Pages See Models X Y for Detail



Mountain Home GRC UW 172 Avista Corporation
Peer Screen

Staff/202 Muldoon/2

3
Screen: 1 Water Utilities Followed by Value Line (VL)

10 11 12 13 14 15

TOTAL PEERS Note: Staff further segregates VL Smali-Cap in sensitivity modeling to test the effects of Capitalization Size on modeling sesulfs.

16

Water Jtility
Mountain Home (MH» UW 172

Screen

#
1
2
3
4
5
6
7
8
9 •

Abbreviated
Utility

American States
American Water

Aqua America
California Water
Connecticut Water
Consolidated Water
Middlesex Water
SJW
York Water

1
UW 172

VL Group

Yes

No
Yes
Yes
Yes

No
Yes
Yes
Yes

2
UW 172

VL Low-Cap

Yes
No
No

Yes
Yes

No
Yes
Yes
Yes

" that have capitalization under $2B

See Note Below

VL Corporate Name
Gas Utility

American States Water Company
American Water Works Company, Inc.

Aqua America, Inc.

California Water Service Group
Connecticut Water Services, Inc.

Consolidated Water Co. Ltd.
Middlesex Water Company
SJW Group
The York Water Company

NYSE
NSDQ
Ticker

AWR
AWK
WTR
CWT

CTWS
3WCO
IV1SEX
SJW

YORW

VL
12/18/2017

Beta

0.80

0.65

0.70

0.80

0.65

1.00

0.80

0.75

0.80

Yahoo Fin,

12/18/2017
Beta

-0.25

0.05

0.25

0.43

-0.06

0.57

0.39

-0.15

0.32

Yahoo Fin
12/18/2017

Mkt Cap
$ Billions

2.04

16.14
6.76

2.11

0.75

0.19

0.68

1.32

0.45

VL
12/18/201;
Mkt Cap

$ Billions
1.90

14.60
6.00

1.90

0.70

0.20

0.65

1.20

0.45

Value Line

Water Utility
w VL Beta < 1

12/18/2017
Yes
Yes
Yes -

Yes
Yes

No
Yes
Yes
Yes

SNLorVL

No Div

Deciines

5 years

Pass

Fail
Pass

Pass
Pass

Pass
Pass

Pass
Pass

VL 2017
LT Debt
< 56%

of Capital

40.0%
53.5%
47.0%
45.0%
46.5%

0.0%

37.5%
49.0%
43.5%

VL
2020-2022
LT Debt °A

of Capital

43.5%
54.0%
51.0%
43.0%
46.5%

0.0%

37.5%
49.0%
45.0%

VL 2017
Common

Equity %
of Capital

60.0%
46.4%
53.0%
55.0%
53.4%

99.0%
62.0%
51.0%
56,5%

VL
Preferred

Stock
of Capital

0.0%

0.1%

0.0%

0.0%
0.1%

1.0%
0.5%

0.0%

0.0%

Peer Screen Page 1 of 2 Pages Peer Screen



Mountain Home GRC UW 172 Avista Corporation
Peer Screen

Staff/202 Muldoon/2

3
Screen:

17 18

Water Utility
Mountain Home (MH) UW 172

Screen

#
1
2
3
4
5
6
7
8
9

Abbreviated
Utility

American States
American Water
Aqua America
California Water
Connecticut Water
Consolidated Water
Middlesex Water
SJW
York Water

1
UW 172

VL Group

Yes
No

Yes

Yes
Yes

No
Yes

Yes
Yes

2
UW 172

VL Low-Cap

Yes
No
No

Yes
Yes
No

Yes
Yes

Yes

VL
Div. Growth

Rate
>0%
Pass

Pass

Pass

Pass

Pass

Fail
Pass

Pass

Pass

Notes

Also has 10 contracts for military installations. Casitas eminent domain force $34.3M sale of Ojai Water.
Strategy: Growth through many small acquisitions and controlling expenses, economies of scale.

Strategy: Growth through acquisitions.
Strategy: Acquisitions and capital spending.
2016-7 M&A: Acquired Heritage Vilfage Water for $20.7M. Acquiring Avon Water Co. for $37I\/I.

Flat Dividend Growth, Higher Risk International Desalination Projects
Focus: water and wasfewater services upgrades under contract with cities and private clients

Strategy of New CEO, Pres.Eric Thornburg; Capital spending
Oldest Water Utility in US - in continuous operation since 1816.

Screen

#
1
2
3
4
5
6
7
8
9

TOTAL PEERS

Peer Screen Page 2 of 2 Pages Peer Screen



Mountain Home GRC UW 172 Historical and Near Term
VL Dividends, and

VL Earnings per Share

Staff/202 IVluldoon/3

IVlountain Home Peer Dividends
12 34 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29

Value Line Estimate

1
2
3
4
5
6
7

Screen

#
1
3
4
5
7
8
9

Abbreviated
Utility

American States
Aqua America
California Water
Connecticut Water
Middlesex Water
SJW
York Water

UW 172
VL Group

Yes
Yes
Yes
Yes
Yes
Yes
Yes

UW 172
VL Low-Cap

Mid-Cap
Large-Cap

Mid-Cap
Small-Cap

SmalI-Cap
Mid-Cap

Small Cap

Ticker

AWR
WTR
CWT

CTWS
MS EX
SJW

YORW

2012
Yr

0.64
0.54

0.63

0.96

0.74

0.71

0.54

2013
Q1

0.1775
0.14

0.16

0.2425
0.1875
0.1825
0.138

2013
Q2

0.1775
0.14

0,16

0.2425
0.1875
0.1825
0.138

2013
Q3

0.2025
0.152
0.16

0.2475

0.1875
0.1825
0.138

2013
Q4

0.2025

0.152
0.16

0.2475

0.19

0.1825
0.138

2013
Yr

0.7G

0.58

0.64

0.98
0.75

0.73

0.55

2014
Q1

0.2025
0.152
0.1625
0.2475
0.19

0.1875
0.1431

2014
Q2

0.2025
0.152
0.1625
0.2475

0.19

0,1875
0.1431

2014
Q3

0.213
0.165
0.1625
0.2575
0.19

0.1875
0.1431

2014
Q4

0.213
0.165
0.1625
0.2575
0.1925
0.1875
0.1431

2014
Yr

0.83

0.63

0.65
1.01

0.76

0.75
0.57

2015
Q1

0.213
0.165

0.1675
0.2575
0.1925
0.195
0.1495

2015
Q2

0.213
0.165
0.1675
0.2575
0.1925
0.195

0.1495

2015
Q3

0.224
0.178
0.1675
0.2675

0.1925
0.195

0.1495

2015
Q4

0.224

0.178
0.1675
0.2675

0.19875
0.195
0.1555

2015
Yr

0.87

0.69

0.67

1.05
0.78

0.78

0.60

2016
Q1

0.224
0.178
0.1725
0.2675
0.19875
0.2025

0.1555

2016
Q2

0.224
0.178
0.1725
0.2825

0.19875
0,2025
0.1555

2016
Q3

0.224

0.1913
0.1725
0.2825
0.19875
0.2025
0.1555

2016
Q4

0.242
0.1913
0.1725
0.2825
0.21125
0.2025
0.1602

2016
Yr

0.91

0.74
0.69
1.12

0.81
0.81

0.63

2014-16
Average

0.87
0.69
0.67

1.06

0.78

0.78

0.60

2017
Yr

0.98

0.80

0.72

1.17

0.84

0.87

0.66

2018
Yr

1.05

0.85

0.75

1.24

0.87

0,93

0.70

TOTAL

Mountain Home
1 2

Peer EPS
3 4 10 11 12 13

Value Line Estimated EPS
14 15 16 17 18 19 20 21 22 23 24 25 26

(Low-Cap

27 28 29
Value Line Estimated Near Fu

1
2
3
4
5
6
7

Screen

#
1
3
4
5
7
8
9

Abbreviated
Utility

American States
Aqua America
California Water
Connecticut Wafer
Middlesex Water
SJW
York Water

UW 172
VL Group

Yes
Yes
Yes
Yes
Yes
Yes
Yes

UW 172
VL Low-Cap

Mid-Cap
Large-Cap

Mid-Cap
Small-Cap

Small-Cap
Mid-Cap

Small Cap

Ticker

AWR
WTR
CWT

CTWS
MSEX
SJW

YORW

2013
Yr

1.61
1.16

1.02

1.66

1.03

1.12

0.75

2014
Q1

0.28

0.24

(0.11)
0.27

0.20

0.04

0.16

2014
Q2

0.39

0.31

0.36

0.67

0.29

0.34

0.22

2014
Q3

0.54

0.38

0.70

0.76

0.42

1.88

0.23

2014
Q4

0.36

0.27

0.24

0.22

0.22

0.28

0.28

2014
Yr

1.57

1.20

1.19

1.92

-1.13

2.54

0.89

2015
Q1

0.32

0.27

0.03

0.28

0.22

0.23

0.20

2015
Q2

0.41

0.32

0.21

0.77

0.31

0.36

0.22

2015
Q3

0.56

0.38

0.52

0.79

0.4-1

0.46

0.28

2015
Q4

0.31

0.17

0.18

0.20

0.28

0.80

0.27

2015
Yr

1.60

1.14

0.94

2.04
1.22

1.85

0.97

2016
Q1

0.28

0.29

(0.02)
0.28

0.29

0.16

0,19

2016
Q2

0.45

0.34

0.24

0.89

0.36

0.82

0.23

2016
Q3

0.59

0.41

0.48

0.84

0.54

0.92

0.27

2016
Q4

0.30

0.28

0.31

0.07

0.19

0.67

0.23

2016
Yr

1.62
1.32
1.01

2.08

1.38
2.57

0.92

2014-16
Average

1.60

1.22

1.05

2.01
1.24

2.32



Mountain Home GRC UW 172 Historical and Near Term
VL Dividends, and

VL Earnings per Share

Staff/202 Muldoon/

1
2
3
4
5
6
7

Mountain Home
1 2

Screen I

#
1
3
4
5
7
8
9

Abbreviated
Utility

American States
Aqua America
California Water
Connecticut Water
Middlesex Water
SJW
York Water

Peer Dividends
3 45

UW 172
VL Group |

Yes

Yes

Yes
Yes
Yes

Yes
Yes

30 31 32
d Near Future Dividends in Blue

UW 172
VLLow-Capl

Mid-Cap
Large-Cap

Mid-Cap
Small-Cap
SmaII-Cap

Mid-Cap
Small Cap

Ticker

AWR
WTR
CWT

CTWS
MSEX
SJW

YORW

2019
Yr

1.14

0.94

0.82

1.29

0.92

0.99

0.76

2020
Yr

1.24

1.04

0.90

1.34
0.97

1.05

0.83

2021
Yr

1.35
1.15

0.99

1.40
1.02
1.12

0.90

33

2022
Yr

1.46

1.26

1.08

1.46

1.07
1.19

0.97

34
VLAvg
2020-22

/Yr

1.35
1.15
0.99
1.40

1.02

1.12

0.90

35
D iv. Growth

2020-22 vs.

2014-16

7.5%

9.0%

6.7%
4.8%

4.5%

6.2%

7.0%

Screen

#
1
3
4
5
7
8
9

1
2
3
4
5
6
7

TOTAL
> = Small- & Mid-Cap)

VL H20 Screen 6.5%
VL (Low Cap) H20 Screen 6.1%

VL Small-Cap) H20 Screen 5.4%

Mean

1
2
3
4
5
6
7

Mountain Home
1 2

Screen I
#
1
3
4
5
7
8
9

Abbreviated
Utility

American States
Aqua America
California Water
Connecticut Water
Middlesex Water
SJW
York Water

Peer EPS
3 4

UW 172
VL Group I

Yes

Yes
Yes

Yes
Yes
Yes

Yes

UW 172
VL Low-Cap

Mid-Cap
Large-Cap

Mid-Cap
Small-Cap
Small-Cap

Mid-Cap
Small Cap

5

Ticker
AWR
WTR
CWT

CTWS
MS EX
SJW

YORW

30 31 32
iure Earnings per Share in Blue

2018
Q3

0.60

0,47

0.67

0.90

0.57

0.80

0.30

2018
Q4

0.38

0.31

0.33

0.30

0.32

0.65

0.29

2018
Yr

1.85

1.45
1.45

2.35

1.60

2.60

1.OS

33

2019
Yr

2.00

1.57

1.54

2.45

1.74

2.73

1.16

34

2020
Yr

2.17

1.71

1.64

2.55

1.89

2.86

1.27

35

2021
Yr

2.35
1.85

1.75
2.65
2.05
3.00
1.40

36

2022
Yr

2.53

1.99

1.86

2.75

2.21

3.14

1.53

37
VLAvg

2020 - 22
/Yr

2.35

1.85
1.75
2.65

2.05
3.00

1.40

38
EPS Growth
2020-22 vs.

2014-16

6.7%

7.2%

8.9%
4.7%
8.7%
4.4%

_7.1%

Screen

#
1
3
4
5
7
8
9

1
2
3
4
5
6
7

TOTAL
(Low-Cap = Small" & Mid-Cap)

VL H20 Screen
VL (Low-Cap) H20 Screen

6.8% Mean

6.7%

Div and EPS Page 2 of 2 Pages Div and EPS



Mountain Home GRC UW 172 Staff Hamada Adjustments Staff/202 Muldoon/4

1
2
3
4
5
6
7

1 2

Mountain Home

3

Staff Hamada Adjustments

Screen

#
1
3
4
5
7
8
9

Abbreviated
Utility

American States
Aqua America
California Water
Connecticut Water

Middlesex Water
SJW
York Water

UW 172
VL Group

Yes
Yes

Yes

Yes
Yes

Yes
Yes

4

UW 172
VL Low-Cap

Mid-Cap

Large-Cap
Mid-Cap

Small-Cap

Small-Cap
Mid-Cap

Small Cap

5

Ticker

AWR
WTR
CWT

CTWS
MSEX
SJW

YORW

6 7 8

Yahoo Finance

$ Stock Closing Price
1st Trading Day of Month

Oct.

9/30/20171
Nov.

10/31/2017

53.75 57.69

35.48 37.99
42.00 45.60
62.02 63.31

43.48 46.12
59.31 68.13
35.20 37.15

Dec.

12/1/2017
54.97

37.55
42.35
60.76

40.86

63.00
34.00

9

3-Day

Avg$
Stock
Price

55.47

37.01

43.32
62.03

43.49

63.48
35.45

10

Div Yiefd
a(

Recent
Price

1.6%
2.0%

1.6%
1.8%

1.9%
1.3%
1.8%

11

VL 2017

Return on

Common
Equity
12.0%

12.5%

9.5%
10,0%

10.5%
11.5%
11.0%

TOTAL

12 13

VL 2017 Cap Structure

% Long
Term
Debt
40.0
47.0

45.0

46.5

37.5
49.0
43.5

%
Common

Equity
60.0

53.0

55.0
53.5

62.5

51.0
56.5

14

VL
Beta

15 16

0.80
0.70

0.80
0.65

0.80

0.75
0.80

2017
VL

Tax Rate

36.5%

9.0%

35.0%
19.0%

35.0%
39.0%
29.0%

Hamada

Un levered
Beta

0.56

0.39

0.52
0.38

0.58

0.47
0.52

17

Releverecf

Beta

Equity at
50.0%

0.92
0.74

0.86

0.69

0.95

0.76
0.88

Dividend Yield = (Annual Dividends per Share) / Price per Share

When Value Line (VL) Beta ratio exceeds 99.9 or earnings are negative, VI shows "HMF" for 'no meaningful figure'.

19

Hamada

Adjustment

Equity
At

50.0%

0.50%

0.17%
0.26%
0.17%

0.63%
0.05%
0.35%

H20 Screen 0.30%
(Low-Cap = Small- & IVlid-Cap) VL (Low Cap) H20 Screen 0.33%

VL Small-Cap) H20 Screen 0.33%

Screen

#
1

Mean

Hamada Adjustments Page 1 of 1 Pages Hamada Adjustments



Mountain Home GRC UW 172 Model X Staff/202 Muldoon/5

4.56% I Annual Growth Rate - Stage 3

E.O.Y. Cash Flows

Dividend Growth with Terminal Value as Perpetuity

Staff Model X

Screen

ff

38

Abbreviated

Utility
UW 172

VL Group

UW 172
VL Low-Cap IRR

Terminal

Value as

% of

NPVo

NPV@
IRR

Recent

Price
Initial Stage Transition Stage

2027 I 2028 2030 | 2031 | 2032 | 2033 | 2034 | 2035 | 203G | 2037 | 2038 | 2039 | 2040 | 2041 | 2042 | 2043 | 2044"

Final Stage

2045

Terminal

Value

2016
D iv

2048
Perpetuity

Screen

it
American Slates Mid-Cap

Aqua America Large-Cap
California Water Mid-Cap
Connecilcut Water Yes Small-Cap

Middlesex Water SmalI-Cap

SJW Yes Mid-Cap
York Water Small Cap

6.85%
7.55%
6.71%
6.55%

6.65%
6.18%
6.93%

54.6%
45.9%
56.7%
58.1%

(0.00)
0.00

(0.00)
(0.00)

(55.47)
(37.01)
(43.32)
(62.03)

0.98
0.80
0.72
1.17

56.9%
64.8%
53.4%

(0.00)
0.00

(0.00)

(43.4S)
(63.48)
(35.^5)

0.84
0.87
0.66

1.05
0.85

0.75
1.24

O.S7
0.93
0.70

1.14
0.94
0,82
1.29

0.92

0.99
0.76

1.24
1.04
0.90
1.34
0.97
1.05
0.83

1.35
1.15
0.99
1.-JO

1.46
1.26
1.08
\AQ

1.61
1.41
1.18
1.58

1.02
1.12
0.90

1.07
1.19
0.97

1.16
1.30
1.07

1.75
1.53
1.28
1.69

1.24
1.-10

1.16

1.86
1.64
1.36
1.78

1.31
1.49
1.23

1.94
1.71
1.42
1.87

2.03 2.13 2.22
1.79 1.S7 1.96
1.48 1.55 1.62
1.95 2.04 2.13

2,32
2.05
1.70
2.23

2.43
2.14
1.77
2.33

2.54
2.24
1.83
2.44

2.66
2.34
1.94
2.55

2,78
2.45
2.03
2.67

2.90

2.56
2.12
2.79

3.04
2.68
2.22
2,91

3.17
2.80

2.32
3.05

3.32
2.93

2.42
3.19

3.47
3.06
2.54
3.33

3.63

3.20
2.65

3.48

3.79
3.35
2.77
3.64

3.97
3.50
2.90
3.81

4.15 4.34 4.54
3.66 3.82 4.00
3.03 3.17 3.31
3.58 4.16 4.35

221.15
150.61
172.24
242.59

4.74
4.18
3.46

4.55

216.41
14S.43
168.7S
238.04

1.37
1.55
1.29

1.43 1.50 1.57
1.62 1.70 1.7S
1.34 1.41 -\A7

1.64
1.86
1.54

1.71
1.94
1.51

1.79
2.03
1.68

l.a?
2.12
1.76

1.95
2.22
1.8-!

2.05
2.32
1.92

2.14
2.43
2.01

2.24
2.54
2.10

2.34
2.65
2.20

2.45
2.77
2.30

2.56
2.90
2.40

2.67
3.03
2.51

2.80

3.17
2.62

2.92 3.06 3.20
3.32 3.47 3.62
2.74 2.S7 3.00

170.65
248.55
141.39

3.34
3.79
3.14

167.30
244.76
138.25

Mean

6.77%

6.65%
0% VL H20 Screen

VL (Low Cap) H20 Screen (Low-Cap = Small- & Mid-Cap)
VL Smalt-Cap) H20 Screen

B.O.Y. Cash Flows
1 2 3

Staff Model X
9 10

1

^
A
t
e
7

Screen

u
1
3
4
5
7
8
9

Abbreviated

Utility
American States
Aqua Am erica
California Water
Connecticut Water

Middlesex Waler
SJW
York Water

TOTALS

UW17Z
VL Group

Yes
Yes
Yes
Yes

Yes
Yes
Yes

7

UW 172
VL Low-Cap

Mid-Cap

Large-Cap
Mid-Cap

Small-Cap

Smalt.Cap
Mjd-Cap

Small Cap

e

)RR
6.97%
7.70%
6,81%
6.65%

6.75%
6.26%
7.05%

Terminal

Value as

% of
NPVcw

52.7%
43.7%
5f,0%
5S.6%

55.3%
63.3%
51.5%

Mean

6.88%
6.75%
6.82%

53.89%

52.32%
54.48%

NPV@
IRR
0.00
0.00
0.00
0.00

0.00
(0.00)1
0.00

0%
0%
0%

Recent

Price

(55.47)
(37,01)
(43.32)
(62.03)

('13.49)
(63.^8)
(35.-i5)

2017 2018 [ 2019 | 2020 2021

Initial Stage

1.05
0.85
0.75
1.24

0.87
0.93

0.70

VL H20 Screen

-t.14

0,94
0.82
1.29

0.92
0.99
0.76

1.24
1.04
0.9Q
1.34

0.97
1.05
O.S3

•1,35

1.15
0.99
1.-10

1.02
•t.12

0.90

VL (Low Cap) H20 Screen (Low-Cap = Smal
VL Smalf-Cap) H20 Screen

1.-15

1.26
1.03
1.46

1.07
1.19
0.97

2022 2023 2024 2026 2026

Transition Stage

1.61

1.41
1.18
1.58

1.16

1.30
1.07

& Mid-Cap)

1.75
1.53
1.28
1.69

1.24
1.40
1.15

1.S6
1.64
1.36
1.78

1.31
1.49
1.23

1.94

1.71
1.42
1.87

1.37
1.55
1.29

2.03

1.79
1.48
1.S5

1.43
1.62
1.34

2027 | 2028 | 2029

2.13 2.22 2.32

1.87 1.9S 2.05
1.55 1.62 , 1.70

2,04 2.13 2.23

1.50 1.57 1.64
1.70 1.78 1.86
1.41 1.47 1.54

3030

2.43
2.14

1.77
2.33

1.71
1.S4
1.61

203-t

2.54
2.24

1.86
2.4-!

1.79
2.03

1.68

2032

2.G6

2.34
1.94
2.55
1.87

2.12
1.76

2033

2.78

2.45
2.03
2.67
1.96

2.22
1.84

2034 ( 2035 | 2036

Final Stac

2.90 3.04 3.17
2.56 2.68 2.80
2.12 2.22 2.32
2.79 2.91 3.05

2.05 2.14 2.24
2.32 2.43 2.54
1.92 2.01 2.-10

2037

3

3.32

2.93
2.42
3.19
2.34

2.65
2.20

2038

3.47
3.06
2.54
3.33
2.45

2.77
2.30

2039 | 2040

3.63 3.79
3.20 3.35

2,65 2.77
3.48 3.64

2.56 2.67
2.90 3.03
2.40 2.51

2041

3.97
3.50

2.90
3.81
2.80

3.17
2.62

2042

4.15
3.66
3.03
3.98

2.92
3.32
2.74

2043 1 2044 | 2045

4.34 4.54 4.74
3.82 4.00 4.18
3.17 3.31 3.46
4.16 4.35 4.55

3.06 3.20 3.34
3.47 3.62 3.79
2.87 3.00 3.14



Mountain Home GRC UW 172 Model Y Staff/202 Muldoon/6

5.46% lAnnual Growth Rate - Stage 3 EPS Growth to Determine a Sale Terminal Valu EPS Growth

E.O.Y. Cash Flows Staff IVIodel

1

2

3

4

5

6

7

1

Screen

#
1

3

4

5

7

a

9

2

Abbreviated

Utility
American States

Aqua America

caiifomia Water

Connecticut Water

Middlesex Water

SJW

york Water

TOTALS

3

UW 172
VL Group

Yes

Yes

Yes

Yes

Yes

Yes

Yes

7

4

UW 172
VL Low-Cap

Mid-Cap
E

Large-Cap

e

Mid-Cap
e

Small-Cap
e

Sffali.Cap
e

Mid-Cap
e

Small Cap
e

G

5

IRR
8.0%

8.8%

8.0%

7.4%

8.2%

7.1%

8.4%

6
Terminal
Value as

% of

MPVcN

57.8%

50.3%

60.4%

59.8%

61.8%

66.5%

58.3%

7

NPV@
IRR

0.00

0.00

0,00

0.00

0.00

0.00

0.00

Mean
7,97%
7.84%
7.99%

59.29%
60.78%
59.98%

0%
0%
0%

8

Recent

Price*

(55.47)

(37.01)

(43.32)

(62.03)

(13.49)

(63.48)

(35.45)

9

2017

0.98

1.85

0.80

1.38
0.72

1.35

1.17
2.20

0.84

l.-i8

0.87

2.45

0.6G

1.00

VL H20 Screen

10

201 B

1,05
1.85

0.85

1.45
0.75

1.45
1.24
2.35

O.S7

1.60
0.93

2.GO

0.70
1.05

VL (Low Cap) H20 Screen
VL Small-Cap] H20 Screen

11

I 2019

Initial Stage

1.U

2.00

0.94
1.57
0.82

1.54
1.29

2AS
0.92

1.7-1
0.99

2,73
0.76

1,16

(Low-Ca]

12

2020

•1.24

2.17
1.04
1.71

0.90

1.64
1.34

2.55

0.97
1.89
1.05

2.86
D.83

1.27

i = Small

13

I 2021

1.35

2.35
1.15
1.85

0,99
•t.75

1.40

2.65

1.02
2.05

1.12
3.00

0.90

1.40

-&Mid-C

u

2022

1.46

2.53

1.26

1.99

1.08

1.8S

1.46
2.75

1.07
2.21

1.19
3.14

0.97

1.53

p)

15

I 2023

16

2024

17

2025

Transition Stage

1.62
2.80

1.42

2.22
1.19
2.09

1.59
3.01

1.17
2.48
1.31
3.42

1.08
1.70

1.78
3.05

1.55

2.42
1.30

2.30

1.72
3.24
1.26

2.73
1.42

3.68

1.18
1.85

1.91
3.27

1.68
2.60

1.39
2.48

1.83

3.46
1.34

2.94

1.52

3,93

1.26

1.99

18

I 2026

2.01

3.45
1.77

2.74

•I .47

2.61

1.93

3.65

1.42
3.10

1.61
4.14
1.33

2.10

19

2027

2,12
3.64
1.87
2.89

1.55
2.75
2.04

3-85

1.50

3.27

•1.70

4.37
1.40
2.21

20

2028

2.24

3.83

1.97

3.04

1.63

2.90

2.15
4.06

1.58

3.45

1.73
4.61

1.48
2.33

21

I 2029

2.36

4.04
2.08

3.21

1.72
3.06

2.26

4.2S
1.66

3.64

1.89
4,86

1.56

2.46

22

2030

2.49

4.26

2.19
3.39

1.82

3.33

2.39

4.51
1.75
3.84

1.99

5.12
1.65

2.59

23

I 2031

2.62

4.50

2.31
3.57

1.92
3.41

2.52

4.76

1.85
4.05

2.10
5.40

1.74

2.73

24

2032

2.77
4.74
2.44

3.77
2.02

3.59

2.G6
5.02

1.95
4.27
2.21
5.70

1.83
2.88

25

I 2033

2.92
5.00

2.57

3.97
2.13

3.79
2.BO

5.29
2.06

4.50
2.33

G.01
1.93
3.04

2G

I 2034

3, OB

5.27

2.71
4.19
2.25

3.39

2.95

5.58

2.17
4.75
2.46

6.34
2.04

3.21

27

I 2035

3.25

5.56

2.85

4.42

2.37

4.21
3.12

5.89

2.29

5.00

2.59

6.68

2.15

3.38

28

I 2036 |

Final Stage

3.42

5.87
3.02

4.66

2.50

4.-S4

3.29

6.21

2.41
5.28

2.74
7.05
2.26

3.57

29

2037

3.61

6.19

3.18

4.91
2.64

4.69

3.-f7

6.55

2.54

5.57
2.89

7.43

2.39
3.76

30

[ 2B38

3.81

6.52

3.36

5.1 a
2.78

-S.94

3,65

3.91
2.68

5.B7

3.04

7.84
2.52

3.97

31

2039

4.03

6.88

3.54

5.46

2.93

S.21
3.85

7.28

2.83

6.19
3.21

8,27
2.66

4.18

32

2040

4.23

7.2S
3.73
5.76

3.09

5.50

4.06

7.63

2.98

6.53

3.33

a.72

2.80

4.41

33

I 2041

4,47
7.65

3.94

6.08
3.26

5.80

4.29
8.10
3.15

6.BB

3.57

9.19

2.95

4.65

34



Mountain Home GRC UW 172 ROE Recommendations Staff/202 Muldoon/1

LT Growth Rates and ROE Model Results Page 1 of 8 Pages See Models X Y for Detail

UW 172 Staff ROE Summary

Component Real
Rate

TIPS
Inflation
Forecast

Nominal
Rate Weight Weighted

Rate

EIA 2.20% 2.04% 4.28% 12.50% 0.54%
OMB - 10 Year GDP Projection 4.10% 12.50% 0.51%

 White House 2017 Budget 4.30% 12.50% 0.54%
CBO Projections 4.20% 12.50% 0.53%

Historical
1980 Q1 – 2016 Q3 2.80% 2.04% 4.90% 50.0% 2.45%

A Composite 100% 4.56%

B BEA Avg. Nominal Historical
1980 Q1 – 2016 Q1 5.46% 100.0% 5.46%

C Blue Chip* – Top 10%
2019 Values 2.90% 2.04% 5.00% 100.0% 5.00%

X  Composite
Growth 4.56%

Nominal
Historical
Growth

5.46%  X  Composite
Growth 4.56%

Nominal
Historical
Growth

5.46%

1 VL H2O Screen 6.83% 7.65% Hamada VL H2O Screen 7.13% 7.95% 1
2 VL (Low-Cap) H2O Screen - Under $2B 6.70% 7.52% Adjustments VL (Low Cap) H2O Screen 7.03% 7.85% 2
3 VL Small-Cap) H2O Screen 6.76% 7.59% VL Small-Cap) H2O Screen 7.09% 7.92% 3

Y  Composite
Growth 4.56%

Nominal
Historical
Growth

5.46%  Y  Composite
Growth 4.56%

Nominal
Historical
Growth

5.46%

1 VL H2O Screen 7.31% 8.03% Hamada VL H2O Screen 7.61% 8.33% 1
2 VL (Low-Cap) H2O Screen 7.17% 7.89% Adjustments VL (Low Cap) H2O Screen 7.50% 8.22% 2
3 VL (Small-Cap) H2O Screen 7.32% 8.04% VL Small-Cap) H2O Screen 7.65% 8.37% 3

.
 Hamada Adjustments to Right Fully Account for Differences in the Amount of Debt in Capital Structure Above Right
 Common Stock Flotation Costs Adjustment Shifts Range of Reasonable ROE's Upward by : 12.5 bps
 Sensitivity Study to Account for Difference in Capitalization Size -- Maximum Upward Shift Shown to Right 15.0 bps

Informed Range of Modeled Results 8.61% to 8.64% ROE

Point ROE Recommendation 8.6% ROE

Stage 3 – Long-Term Annual Dividend and EPS Growth Rates Considered

Model X: 3 Stage DCF - Dividend Growth with Terminal Value as Perpetuity Model X: 3 Stage DCF - Dividend Growth with Terminal Value as Perpetuity (Hamada 

Model Y: 3 Stage DCF - Dividend Growth with Terminal Value as Sales based upon EPS Growth and Terminal Stock Model Y: 3 Stage DCF - Dividend & EPS Growth with Terminal Value as Stock Sale 



Mountain Home GRC UW 172 Avista Corporation
Peer Screen

Staff/202 Muldoon/2

Peer Screen Page 2 of 8 Pages Peer Screen

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
Screen: 1 Water Utilities Followed by Value Line (VL)

Water Utility 2 " that have capitalization under $2B
See Note Below Yahoo Fin. VL Value Line SNL or VL VL 2017 VL VL 2017 VL

1 2 NYSE VL Yahoo Fin. 12/18/2017 12/18/2017 Water Utility No Div LT Debt 2020-2022 Common Preferred
Screen Abbreviated UW 172 UW 172 VL Corporate Name NSDQ 12/18/2017 12/18/2017 Mkt Cap Mkt Cap w VL Beta < 1 Declines < 56% LT Debt % Equity % Stock

# Utility VL Group VL Low-Cap Gas Utility Ticker Beta Beta $ Billions $ Billions 12/18/2017 5 years of Capital of Capital of Capital of Capital
1 American States Yes Yes American States Water Company AWR 0.80 -0.25 2.04 1.90 Yes Pass 40.0% 43.5% 60.0% 0.0%
2 American Water No No American Water Works Company, Inc. AWK 0.65 0.05 16.14 14.60 Yes Fail 53.5% 54.0% 46.4% 0.1%
3 Aqua America Yes No Aqua America, Inc. WTR 0.70 0.25 6.76 6.00 Yes Pass 47.0% 51.0% 53.0% 0.0%
4 California Water Yes Yes California Water Service Group CWT 0.80 0.43 2.11 1.90 Yes Pass 45.0% 43.0% 55.0% 0.0%
5 Connecticut Water Yes Yes Connecticut Water Services, Inc. CTWS 0.65 -0.06 0.75 0.70 Yes Pass 46.5% 46.5% 53.4% 0.1%
6 Consolidated Water No No Consolidated Water Co. Ltd. CWCO 1.00 0.57 0.19 0.20 No Pass 0.0% 0.0% 99.0% 1.0%
7 Middlesex Water Yes Yes Middlesex Water Company MSEX 0.80 0.39 0.68 0.65 Yes Pass 37.5% 37.5% 62.0% 0.5%
8 SJW Yes Yes SJW Group SJW 0.75 -0.15 1.32 1.20 Yes Pass 49.0% 49.0% 51.0% 0.0%
9 York Water Yes Yes The York Water Company YORW 0.80 0.32 0.45 0.45 Yes Pass 43.5% 45.0% 56.5% 0.0%

TOTAL PEERS 7 6 Note: Staff further segregates VL Small-Cap in sensitivity modeling to test the effects of Capitalization Size on modeling sesults.

Mountain Home (MH) UW 172



Mountain Home GRC UW 172 Avista Corporation
Peer Screen

Staff/202 Muldoon/2

Peer Screen Page 3 of 8 Pages Peer Screen

1 2 3 4
Screen: 1

Water Utility 2

1 2
Screen Abbreviated UW 172 UW 172

# Utility VL Group VL Low-Cap
1 American States Yes Yes
2 American Water No No
3 Aqua America Yes No
4 California Water Yes Yes
5 Connecticut Water Yes Yes
6 Consolidated Water No No
7 Middlesex Water Yes Yes
8 SJW Yes Yes
9 York Water Yes Yes

TOTAL PEERS 7 6

Mountain Home (MH) UW 172

17 18

VL 
Div. Growth

Rate Screen
> 0% #
Pass Also has 10 contracts for military installations. Casitas eminent domain force $34.3M sale of Ojai Water. 1
Pass Strategy: Growth through many small acquisitions and controlling expenses, economies of scale. 2
Pass Strategy: Growth through acquisitions. 3
Pass Strategy: Acquisitions and capital spending. 4
Pass 2016-7 M&A: Acquired Heritage Village Water for $20.7M.  Acquiring Avon Water Co. for $37M. 5
Fail Flat Dividend Growth, Higher Risk International Desalination Projects 6
Pass Focus: water and wastewater services upgrades under contract with cities and private clients 7
Pass Strategy of New CEO, Pres.Eric Thornburg: Capital spending 8
Pass Oldest Water Utility in US - in continuous operation since 1816. 9

Notes



Mountain Home GRC UW 172 Historical and Near Term
VL Dividends, and

VL Earnings per Share

Staff/202 Muldoon/3 

Div and EPS Page 4 of 8 Pages Div and EPS

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29
Value Line Estimate      

Screen Abbreviated UW 172 UW 172 2012 2013 2013 2013 2013 2013 2014 2014 2014 2014 2014 2015 2015 2015 2015 2015 2016 2016 2016 2016 2016 2014-16 2017 2018
# Utility VL Group VL Low-Cap Ticker Yr Q1 Q2 Q3 Q4 Yr Q1 Q2 Q3 Q4 Yr Q1 Q2 Q3 Q4 Yr Q1 Q2 Q3 Q4 Yr Average Yr Yr

1 1 American States Yes Mid-Cap AWR 0.64 0.1775 0.1775 0.2025 0.2025 0.76 0.2025 0.2025 0.213 0.213 0.83 0.213 0.213 0.224 0.224 0.87 0.224 0.224 0.224 0.242 0.91 0.87 0.98 1.05
2 3 Aqua America Yes Large-Cap WTR 0.54 0.14 0.14 0.152 0.152 0.58 0.152 0.152 0.165 0.165 0.63 0.165 0.165 0.178 0.178 0.69 0.178 0.178 0.1913 0.1913 0.74 0.69 0.80 0.85
3 4 California Water Yes Mid-Cap CWT 0.63 0.16 0.16 0.16 0.16 0.64 0.1625 0.1625 0.1625 0.1625 0.65 0.1675 0.1675 0.1675 0.1675 0.67 0.1725 0.1725 0.1725 0.1725 0.69 0.67 0.72 0.75
4 5 Connecticut Water Yes Small-Cap CTWS 0.96 0.2425 0.2425 0.2475 0.2475 0.98 0.2475 0.2475 0.2575 0.2575 1.01 0.2575 0.2575 0.2675 0.2675 1.05 0.2675 0.2825 0.2825 0.2825 1.12 1.06 1.17 1.24
5 7 Middlesex Water Yes Small-Cap MSEX 0.74 0.1875 0.1875 0.1875 0.19 0.75 0.19 0.19 0.19 0.1925 0.76 0.1925 0.1925 0.1925 0.19875 0.78 0.19875 0.19875 0.19875 0.21125 0.81 0.78 0.84 0.87
6 8 SJW Yes Mid-Cap SJW 0.71 0.1825 0.1825 0.1825 0.1825 0.73 0.1875 0.1875 0.1875 0.1875 0.75 0.195 0.195 0.195 0.195 0.78 0.2025 0.2025 0.2025 0.2025 0.81 0.78 0.87 0.93
7 9 York Water Yes Small Cap YORW 0.54 0.138 0.138 0.138 0.138 0.55 0.1431 0.1431 0.1431 0.1431 0.57 0.1495 0.1495 0.1495 0.1555 0.60 0.1555 0.1555 0.1555 0.1602 0.63 0.60 0.66 0.70

TOTAL 7 6
(Low-Cap    

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29
Value Line Estimated EPS Value Line Estimated Near Fut      

Screen Abbreviated UW 172 UW 172 2013 2014 2014 2014 2014 2014 2015 2015 2015 2015 2015 2016 2016 2016 2016 2016 2014-16 2017 2017 2017 2017 2017 2018 2018
# Utility VL Group VL Low-Cap Ticker Yr Q1 Q2 Q3 Q4 Yr Q1 Q2 Q3 Q4 Yr Q1 Q2 Q3 Q4 Yr Average Q1 Q2 Q3 Q4 Yr Q1 Q2

1 1 American States Yes Mid-Cap AWR 1.61 0.28 0.39 0.54 0.36 1.57 0.32 0.41 0.56 0.31 1.60 0.28 0.45 0.59 0.30 1.62 1.60 0.34 0.62 0.59 0.30 1.85 0.39 0.48
2 3 Aqua America Yes Large-Cap WTR 1.16 0.24 0.31 0.38 0.27 1.20 0.27 0.32 0.38 0.17 1.14 0.29 0.34 0.41 0.28 1.32 1.22 0.28 0.34 0.43 0.31 1.36 0.31 0.36
3 4 California Water Yes Mid-Cap CWT 1.02 (0.11) 0.36 0.70 0.24 1.19 0.03 0.21 0.52 0.18 0.94 (0.02) 0.24 0.48 0.31 1.01 1.05 0.02 0.39 0.62 0.32 1.35 0.07 0.38
4 5 Connecticut Water Yes Small-Cap CTWS 1.66 0.27 0.67 0.76 0.22 1.92 0.28 0.77 0.79 0.20 2.04 0.28 0.89 0.84 0.07 2.08 2.01 0.36 0.73 0.88 0.23 2.20 0.35 0.80
5 7 Middlesex Water Yes Small-Cap MSEX 1.03 0.20 0.29 0.42 0.22 1.13 0.22 0.31 0.41 0.28 1.22 0.29 0.36 0.54 0.19 1.38 1.24 0.27 0.33 0.55 0.33 1.48 0.33 0.38
6 8 SJW Yes Mid-Cap SJW 1.12 0.04 0.34 1.88 0.28 2.54 0.23 0.36 0.46 0.80 1.85 0.16 0.82 0.92 0.67 2.57 2.32 0.18 0.9 0.75 0.62 2.45 0.27 0.88
7 9 York Water Yes Small Cap YORW 0.75 0.16 0.22 0.23 0.28 0.89 0.20 0.22 0.28 0.27 0.97 0.19 0.23 0.27 0.23 0.92 0.93 0.20 0.23 0.29 0.28 1.00 0.22 0.24

TOTAL 8 6

Peer DividendsMountain Home

Peer EPSMountain Home



Mountain Home GRC UW 172 Historical and Near Term
VL Dividends, and

VL Earnings per Share

Staff/202 Muldoon/3 

Div and EPS Page 5 of 8 Pages Div and EPS

1 2 3 4 5

Screen Abbreviated UW 172 UW 172
# Utility VL Group VL Low-Cap Ticker

1 1 American States Yes Mid-Cap AWR
2 3 Aqua America Yes Large-Cap WTR
3 4 California Water Yes Mid-Cap CWT
4 5 Connecticut Water Yes Small-Cap CTWS
5 7 Middlesex Water Yes Small-Cap MSEX
6 8 SJW Yes Mid-Cap SJW
7 9 York Water Yes Small Cap YORW

TOTAL 7 6

1 2 3 4 5

Screen Abbreviated UW 172 UW 172
# Utility VL Group VL Low-Cap Ticker

1 1 American States Yes Mid-Cap AWR
2 3 Aqua America Yes Large-Cap WTR
3 4 California Water Yes Mid-Cap CWT
4 5 Connecticut Water Yes Small-Cap CTWS
5 7 Middlesex Water Yes Small-Cap MSEX
6 8 SJW Yes Mid-Cap SJW
7 9 York Water Yes Small Cap YORW

TOTAL 8 6

Peer DividendsMountain Home

Peer EPSMountain Home

30 31 32 33 34 35
  d Near Future Dividends in Blue VL Avg Div. Growth

2019 2020 2021 2022 2020- 22 2020-22 vs. Screen
Yr Yr Yr Yr / Yr 2014-16 #

1.14 1.24 1.35 1.46 1.35 7.5% 1 1
0.94 1.04 1.15 1.26 1.15 9.0% 3 2
0.82 0.90 0.99 1.08 0.99 6.7% 4 3
1.29 1.34 1.40 1.46 1.40 4.8% 5 4
0.92 0.97 1.02 1.07 1.02 4.5% 7 5
0.99 1.05 1.12 1.19 1.12 6.2% 8 6
0.76 0.83 0.90 0.97 0.90 7.0% 9 7

VL H2O Screen 6.5% Mean
p = Small- & Mid-Cap) VL (Low Cap) H2O Screen 6.1%

VL Small-Cap) H2O Screen 5.4%

30 31 32 33 34 35 36 37 38
    ture Earnings per Share in Blue VL Avg EPS Growth

2018 2018 2018 2019 2020 2021 2022 2020 - 22 2020-22 vs. Screen
Q3 Q4 Yr Yr Yr Yr Yr / Yr 2014-16 #

0.60 0.38 1.85 2.00 2.17 2.35 2.53 2.35 6.7% 1 1
0.47 0.31 1.45 1.57 1.71 1.85 1.99 1.85 7.2% 3 2
0.67 0.33 1.45 1.54 1.64 1.75 1.86 1.75 8.9% 4 3
0.90 0.30 2.35 2.45 2.55 2.65 2.75 2.65 4.7% 5 4
0.57 0.32 1.60 1.74 1.89 2.05 2.21 2.05 8.7% 7 5
0.80 0.65 2.60 2.73 2.86 3.00 3.14 3.00 4.4% 8 6
0.30 0.29 1.05 1.16 1.27 1.40 1.53 1.40 7.1% 9 7

VL H2O Screen 6.8% Mean
(Low-Cap = Small- & Mid-Cap) VL (Low-Cap) H2O Screen 6.7%



Mountain Home GRC UW 172 Staff Hamada Adjustments Staff/202 Muldoon/4
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1 2 3 4 5 6 7 8 9 10 11 # 12 13 14 15 16 17 # 18 19
Mountain Home Hamada
Staff Hamada Adjustments 3-Day Div Yield VL 2017 Relevered Adjustment

Avg $ at Return on % Long % 2017 Hamada Beta Equity Equity
Screen Abbreviated UW 172 UW 172 Oct. Nov. Dec. Stock Recent Common Term Common VL VL Unlevered Equity at Risk At Screen

# Utility VL Group VL Low-Cap Ticker 9/30/2017 10/31/2017 12/1/2017 Price Price Equity Debt Equity Beta Tax Rate Beta 50.0% Premium 50.0% #
1 1 American States Yes Mid-Cap AWR 53.75 57.69 54.97 55.47 1.6% 12.0% 40.0 60.0 0.80 36.5% 0.56 0.92 4.20% 0.50% 1 1
2 3 Aqua America Yes Large-Cap WTR 35.48 37.99 37.55 37.01 2.0% 12.5% 47.0 53.0 0.70 9.0% 0.39 0.74 4.20% 0.17% 3 2
3 4 California Water Yes Mid-Cap CWT 42.00 45.60 42.35 43.32 1.6% 9.5% 45.0 55.0 0.80 35.0% 0.52 0.86 4.20% 0.26% 4 3
4 5 Connecticut Water Yes Small-Cap CTWS 62.02 63.31 60.76 62.03 1.8% 10.0% 46.5 53.5 0.65 19.0% 0.38 0.69 4.20% 0.17% 5 4
5 7 Middlesex Water Yes Small-Cap MSEX 43.48 46.12 40.86 43.49 1.9% 10.5% 37.5 62.5 0.80 35.0% 0.58 0.95 4.20% 0.63% 7 5
6 8 SJW Yes Mid-Cap SJW 59.31 68.13 63.00 63.48 1.3% 11.5% 49.0 51.0 0.75 39.0% 0.47 0.76 4.20% 0.05% 8 6
7 9 York Water Yes Small Cap YORW 35.20 37.15 34.00 35.45 1.8% 11.0% 43.5 56.5 0.80 29.0% 0.52 0.88 4.20% 0.35% 9 7

TOTAL 7 6 VL H2O Screen 0.30% Mean
Dividend Yield = (Annual Dividends per Share) / Price per Share (Low-Cap = Small- & Mid-Cap) VL (Low Cap) H2O Screen 0.33%
When Value Line (VL) Beta ratio exceeds 99.9 or  earnings are negative, Vl shows "NMF" for 'no meaningful figure'. VL Small-Cap) H2O Screen 0.33%

Yahoo Finance
$ Stock Closing Price VL 2017 Cap Structure

1st Trading Day of Month



Mountain Home GRC UW 172 Model X Staff/202 Muldoon/5
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4.56% Annual Growth Rate - Stage 3 Dividend Growth with Terminal Value as Perpetuity

E.O.Y. Cash Flows Staff Model X
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40

Terminal
Value as 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2045

Screen Abbreviated UW 172 UW 172 % of NPV @ Recent Terminal 2046 2046 Screen
# Utility VL Group VL Low-Cap IRR NPVDIV IRR Price Value Div Perpetuity #

1 1 American States Yes Mid-Cap 6.85% 54.6% (0.00)     (55.47) 0.98 1.05 1.14 1.24 1.35 1.46 1.61 1.75 1.86 1.94 2.03 2.13 2.22 2.32 2.43 2.54 2.66 2.78 2.90 3.04 3.17 3.32 3.47 3.63 3.79 3.97 4.15 4.34 4.54 221.15 4.74 216.41 1 1
2 3 Aqua America Yes Large-Cap 7.55% 45.9% 0.00      (37.01) 0.80 0.85 0.94 1.04 1.15 1.26 1.41 1.53 1.64 1.71 1.79 1.87 1.96 2.05 2.14 2.24 2.34 2.45 2.56 2.68 2.80 2.93 3.06 3.20 3.35 3.50 3.66 3.82 4.00 150.61 4.18 146.43 3 2
3 4 California Water Yes Mid-Cap 6.71% 56.7% (0.00)     (43.32) 0.72 0.75 0.82 0.90 0.99 1.08 1.18 1.28 1.36 1.42 1.48 1.55 1.62 1.70 1.77 1.86 1.94 2.03 2.12 2.22 2.32 2.42 2.54 2.65 2.77 2.90 3.03 3.17 3.31 172.24 3.46 168.78 4 3
4 5 Connecticut Water Yes Small-Cap 6.56% 58.1% (0.00)     (62.03) 1.17 1.24 1.29 1.34 1.40 1.46 1.58 1.69 1.78 1.87 1.95 2.04 2.13 2.23 2.33 2.44 2.55 2.67 2.79 2.91 3.05 3.19 3.33 3.48 3.64 3.81 3.98 4.16 4.35 242.59 4.55 238.04 5 4
5 7 Middlesex Water Yes Small-Cap 6.65% 56.9% (0.00)     (43.49) 0.84 0.87 0.92 0.97 1.02 1.07 1.16 1.24 1.31 1.37 1.43 1.50 1.57 1.64 1.71 1.79 1.87 1.96 2.05 2.14 2.24 2.34 2.45 2.56 2.67 2.80 2.92 3.06 3.20 170.65 3.34 167.30 7 5
6 8 SJW Yes Mid-Cap 6.18% 64.8% 0.00      (63.48) 0.87 0.93 0.99 1.05 1.12 1.19 1.30 1.40 1.49 1.55 1.62 1.70 1.78 1.86 1.94 2.03 2.12 2.22 2.32 2.43 2.54 2.65 2.77 2.90 3.03 3.17 3.32 3.47 3.62 248.55 3.79 244.76 8 6
7 9 York Water Yes Small Cap 6.93% 53.4% (0.00)     (35.45) 0.66 0.70 0.76 0.83 0.90 0.97 1.07 1.16 1.23 1.29 1.34 1.41 1.47 1.54 1.61 1.68 1.76 1.84 1.92 2.01 2.10 2.20 2.30 2.40 2.51 2.62 2.74 2.87 3.00 141.39 3.14 138.25 9 7

TOTALS 7 4 Mean
6.77% 55.76% 0% VL H2O Screen
6.65% 54.26% 0% VL (Low Cap) H2O Screen (Low-Cap = Small- & Mid-Cap)
6.71% 56.36% 0% VL Small-Cap) H2O Screen

B.O.Y. Cash Flows Staff Model X
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40

Terminal
Value as 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2045

Screen Abbreviated UW 172 UW 172 % of NPV @ Recent Terminal 2046 2046 Screen
# Utility VL Group VL Low-Cap IRR NPVDIV IRR Price Value Div Perpetuity #

1 1 American States Yes Mid-Cap 6.97% 52.7% 0.00      (55.47) 1.05 1.14 1.24 1.35 1.46 1.61 1.75 1.86 1.94 2.03 2.13 2.22 2.32 2.43 2.54 2.66 2.78 2.90 3.04 3.17 3.32 3.47 3.63 3.79 3.97 4.15 4.34 4.54 4.74 220.51 4.96 215.55 1 1
2 3 Aqua America Yes Large-Cap 7.70% 43.7% 0.00      (37.01) 0.85 0.94 1.04 1.15 1.26 1.41 1.53 1.64 1.71 1.79 1.87 1.96 2.05 2.14 2.24 2.34 2.45 2.56 2.68 2.80 2.93 3.06 3.20 3.35 3.50 3.66 3.82 4.00 4.18 149.87 4.37 145.49 3 2
3 4 California Water Yes Mid-Cap 6.81% 54.0% 0.00      (43.32) 0.75 0.82 0.90 0.99 1.08 1.18 1.28 1.36 1.42 1.48 1.55 1.62 1.70 1.77 1.86 1.94 2.03 2.12 2.22 2.32 2.42 2.54 2.65 2.77 2.90 3.03 3.17 3.31 3.46 171.79 3.62 168.17 4 3
4 5 Connecticut Water Yes Small-Cap 6.65% 56.6% 0.00      (62.03) 1.24 1.29 1.34 1.40 1.46 1.58 1.69 1.78 1.87 1.95 2.04 2.13 2.23 2.33 2.44 2.55 2.67 2.79 2.91 3.05 3.19 3.33 3.48 3.64 3.81 3.98 4.16 4.35 4.55 242.64 4.76 237.88 5 4
5 7 Middlesex Water Yes Small-Cap 6.75% 55.3% 0.00      (43.49) 0.87 0.92 0.97 1.02 1.07 1.16 1.24 1.31 1.37 1.43 1.50 1.57 1.64 1.71 1.79 1.87 1.96 2.05 2.14 2.24 2.34 2.45 2.56 2.67 2.80 2.92 3.06 3.20 3.34 170.63 3.49 167.13 7 5
6 8 SJW Yes Mid-Cap 6.26% 63.3% (0.00)     (63.48) 0.93 0.99 1.05 1.12 1.19 1.30 1.40 1.49 1.55 1.62 1.70 1.78 1.86 1.94 2.03 2.12 2.22 2.32 2.43 2.54 2.65 2.77 2.90 3.03 3.17 3.32 3.47 3.62 3.79 248.22 3.96 244.25 8 6
7 9 York Water Yes Small Cap 7.05% 51.5% 0.00      (35.45) 0.70 0.76 0.83 0.90 0.97 1.07 1.16 1.23 1.29 1.34 1.41 1.47 1.54 1.61 1.68 1.76 1.84 1.92 2.01 2.10 2.20 2.30 2.40 2.51 2.62 2.74 2.87 3.00 3.14 140.99 3.28 137.71 9 7

TOTALS 7 6 Mean
6.88% 53.89% 0% VL H2O Screen
6.75% 52.32% 0% VL (Low Cap) H2O Screen (Low-Cap = Small- & Mid-Cap)
6.82% 54.48% 0% VL Small-Cap) H2O Screen

Average B.O.Y. & E.O.Y. Cash Flows Model X
1 2 3 4 5 6 7 8 9

Terminal
Value as

Screen Abbreviated UW 172 UW 172 Average % of Screen
# Utility VL Group VL Low-Cap IRR NPVDIV EOY BOY Average #

1 1 American States Yes Mid-Cap 6.91% 53.6% 8.3% 8.6% 8.4% 1 1
2 3 Aqua America Yes Large-Cap 7.62% 44.8% 9.5% 10.3% 9.9% 3 2
3 4 California Water Yes Mid-Cap 6.76% 55.4% 8.3% 9.5% 8.9% 4 3
4 5 Connecticut Water Yes Small-Cap 6.61% 57.4% 4.6% 4.1% 4.3% 5 4
5 7 Middlesex Water Yes Small-Cap 6.70% 56.1% 5.0% 5.4% 5.2% 7 5
6 8 SJW Yes Mid-Cap 6.22% 64.0% 6.5% 6.3% 6.4% 8 6
7 9 York Water Yes Small Cap 6.99% 52.4% 8.1% 8.6% 8.3% 9 7

TOTALS 7 6 Mean
6.83% 54.83% 7% VL H2O Screen
6.70% 53.29% 7% VL (Low Cap) H2O Screen (Low-Cap = Small- & Mid-Cap)
6.76% 55.42% 7% VL Small-Cap) H2O Screen

Average 2017 - 2021 
Dividend Growth Rates

Initial Stage Transition Stage Final Stage

Initial Stage Transition Stage Final Stage



Mountain Home GRC UW 172 Model Y Staff/202 Muldoon/6

Model Y Page 8 of 8 Pages Model Y

5.46% Annual Growth Rate - Stage 3 EPS Growth to Determine a Sale Terminal Valu

E.O.Y. Cash Flows Staff Model Y
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41

Terminal
Value as 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2045

Screen Abbreviated UW 172 UW 172 % of NPV @ Recent Terminal 2046 2046 Screen
# Utility VL Group VL Low-Cap IRR NPVDIV IRR Price* Value Div Sale 2047 #

1 1 American States Yes Mid-Cap 8.0% 57.8% 0.00  (55.47) 0.98 1.05 1.14 1.24 1.35 1.46 1.62 1.78 1.91 2.01 2.12 2.24 2.36 2.49 2.62 2.77 2.92 3.08 3.25 3.42 3.61 3.81 4.02 4.23 4.47 4.71 4.97 5.24 5.52 321.46 5.83 315.63 1 1
e 1.85 1.85 2.00 2.17 2.35 2.53 2.80 3.05 3.27 3.45 3.64 3.83 4.04 4.26 4.50 4.74 5.00 5.27 5.56 5.87 6.19 6.52 6.88 7.26 7.65 8.07 8.51 8.98 9.47 9.98 10.53

2 3 Aqua America Yes Large-Cap 8.8% 50.3% 0.00  (37.01) 0.80 0.85 0.94 1.04 1.15 1.26 1.42 1.56 1.68 1.77 1.87 1.97 2.08 2.19 2.31 2.44 2.57 2.71 2.86 3.02 3.18 3.36 3.54 3.73 3.94 4.15 4.38 4.62 4.87 232.61 5.14 227.47 3 2
e 1.36 1.45 1.57 1.71 1.85 1.99 2.22 2.42 2.60 2.74 2.89 3.04 3.21 3.39 3.57 3.77 3.97 4.19 4.42 4.66 4.91 5.18 5.46 5.76 6.08 6.41 6.76 7.13 7.52 7.93 8.36

3 4 California Water Yes Mid-Cap 8.0% 60.4% 0.00  (43.32) 0.72 0.75 0.82 0.90 0.99 1.08 1.19 1.30 1.39 1.47 1.55 1.63 1.72 1.82 1.92 2.02 2.13 2.25 2.37 2.50 2.64 2.78 2.93 3.09 3.26 3.44 3.63 3.83 4.03 260.10 4.26 255.85 4 3
e 1.35 1.45 1.54 1.64 1.75 1.86 2.09 2.30 2.48 2.61 2.75 2.90 3.06 3.23 3.41 3.59 3.79 3.99 4.21 4.44 4.69 4.94 5.21 5.50 5.80 6.11 6.45 6.80 7.17 7.56 7.97

4 5 Connecticut Water Yes Small-Cap 7.4% 59.8% 0.00  (62.03) 1.17 1.24 1.29 1.34 1.40 1.46 1.59 1.72 1.83 1.93 2.04 2.15 2.26 2.39 2.52 2.66 2.80 2.95 3.12 3.29 3.47 3.65 3.85 4.06 4.29 4.52 4.77 5.03 5.30 319.77 5.59 314.18 5 4
e 2.20 2.35 2.45 2.55 2.65 2.75 3.01 3.24 3.46 3.65 3.85 4.06 4.28 4.51 4.76 5.02 5.29 5.58 5.89 6.21 6.55 6.91 7.28 7.68 8.10 8.54 9.01 9.50 10.02 10.57 11.14

5 7 Middlesex Water Yes Small-Cap 8.2% 61.8% 0.00  (43.49) 0.84 0.87 0.92 0.97 1.02 1.07 1.17 1.26 1.34 1.42 1.50 1.58 1.66 1.75 1.85 1.95 2.06 2.17 2.29 2.41 2.54 2.68 2.83 2.98 3.15 3.32 3.50 3.69 3.89 282.38 4.11 278.27 7 5
e 1.48 1.60 1.74 1.89 2.05 2.21 2.48 2.73 2.94 3.10 3.27 3.45 3.64 3.84 4.05 4.27 4.50 4.75 5.00 5.28 5.57 5.87 6.19 6.53 6.88 7.26 7.66 8.07 8.52 8.98 9.47

6 8 SJW Yes Mid-Cap 7.1% 66.5% 0.00  (63.48) 0.87 0.93 0.99 1.05 1.12 1.19 1.31 1.42 1.52 1.61 1.70 1.79 1.89 1.99 2.10 2.21 2.33 2.46 2.59 2.74 2.89 3.04 3.21 3.38 3.57 3.76 3.97 4.19 4.41 332.35 4.66 327.69 8 6
e 2.45 2.60 2.73 2.86 3.00 3.14 3.42 3.68 3.93 4.14 4.37 4.61 4.86 5.12 5.40 5.70 6.01 6.34 6.68 7.05 7.43 7.84 8.27 8.72 9.19 9.70 10.22 10.78 11.37 11.99 12.65

7 9 York Water Yes Small Cap 8.4% 58.3% 0.00  (35.45) 0.66 0.70 0.76 0.83 0.90 0.97 1.08 1.18 1.26 1.33 1.40 1.48 1.56 1.65 1.74 1.83 1.93 2.04 2.15 2.26 2.39 2.52 2.66 2.80 2.95 3.11 3.28 3.46 3.65 230.70 3.85 226.85 9 7
e 1.00 1.05 1.16 1.27 1.40 1.53 1.70 1.85 1.99 2.10 2.21 2.33 2.46 2.59 2.73 2.88 3.04 3.21 3.38 3.57 3.76 3.97 4.18 4.41 4.65 4.91 5.17 5.46 5.75 6.07 6.40

TOTALS 7 6 Mean
7.97% 59.29% 0% VL H2O Screen
7.84% 60.78% 0% VL (Low Cap) H2O Screen (Low-Cap = Small- & Mid-Cap)
7.99% 59.98% 0% VL Small-Cap) H2O Screen

B.O.Y. Cash Flows Staff Model Y
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41

Terminal
Value as 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2045

Screen Abbreviated UW 172 UW 172 % of NPV @ Recent Terminal 2046 2046
# Utility VL Group VL Low-Cap IRR NPVDIV IRR Price* Value Div Sale 2047 #

1 1 American States Yes Mid-Cap 8.1% 55.8% 0.00  (55.47) 1.05 1.14 1.24 1.35 1.46 1.62 1.78 1.91 2.01 2.12 2.24 2.36 2.49 2.62 2.77 2.92 3.08 3.25 3.42 3.61 3.81 4.02 4.23 4.47 4.71 4.97 5.24 5.52 5.83 321.78 6.14 315.63 1 1
e 1.85 1.85 2.00 2.17 2.35 2.53 2.80 3.05 3.27 3.45 3.64 3.83 4.04 4.26 4.50 4.74 5.00 5.27 5.56 5.87 6.19 6.52 6.88 7.26 7.65 8.07 8.51 8.98 9.47 9.98 10.53

2 3 Aqua America Yes Large-Cap 9.0% 48.0% (0.00) (37.01) 0.85 0.94 1.04 1.15 1.26 1.42 1.56 1.68 1.77 1.87 1.97 2.08 2.19 2.31 2.44 2.57 2.71 2.86 3.02 3.18 3.36 3.54 3.73 3.94 4.15 4.38 4.62 4.87 5.14 232.89 5.42 227.47 3 2
e 1.36 1.45 1.57 1.71 1.85 1.99 2.22 2.42 2.60 2.74 2.89 3.04 3.21 3.39 3.57 3.77 3.97 4.19 4.42 4.66 4.91 5.18 5.46 5.76 6.08 6.41 6.76 7.13 7.52 7.93 8.36

3 4 California Water Yes Mid-Cap 8.1% 58.5% 0.00  (43.32) 0.75 0.82 0.90 0.99 1.08 1.19 1.30 1.39 1.47 1.55 1.63 1.72 1.82 1.92 2.02 2.13 2.25 2.37 2.50 2.64 2.78 2.93 3.09 3.26 3.44 3.63 3.83 4.03 4.26 260.33 4.49 255.85 4 3
e 1.35 1.45 1.54 1.64 1.75 1.86 2.09 2.30 2.48 2.61 2.75 2.90 3.06 3.23 3.41 3.59 3.79 3.99 4.21 4.44 4.69 4.94 5.21 5.50 5.80 6.11 6.45 6.80 7.17 7.56 7.97

4 5 Connecticut Water Yes Small-Cap 7.5% 58.2% 0.00  (62.03) 1.24 1.29 1.34 1.40 1.46 1.59 1.72 1.83 1.93 2.04 2.15 2.26 2.39 2.52 2.66 2.80 2.95 3.12 3.29 3.47 3.65 3.85 4.06 4.29 4.52 4.77 5.03 5.30 5.59 320.07 5.90 314.18 5 4
e 2.20 2.35 2.45 2.55 2.65 2.75 3.01 3.24 3.46 3.65 3.85 4.06 4.28 4.51 4.76 5.02 5.29 5.58 5.89 6.21 6.55 6.91 7.28 7.68 8.10 8.54 9.01 9.50 10.02 10.57 11.14

5 7 Middlesex Water Yes Small-Cap 8.3% 60.1% 0.00  (43.49) 0.87 0.92 0.97 1.02 1.07 1.17 1.26 1.34 1.42 1.50 1.58 1.66 1.75 1.85 1.95 2.06 2.17 2.29 2.41 2.54 2.68 2.83 2.98 3.15 3.32 3.50 3.69 3.89 4.11 282.60 4.33 278.27 7 5
e 1.48 1.60 1.74 1.89 2.05 2.21 2.48 2.73 2.94 3.10 3.27 3.45 3.64 3.84 4.05 4.27 4.50 4.75 5.00 5.28 5.57 5.87 6.19 6.53 6.88 7.26 7.66 8.07 8.52 8.98 9.47

6 8 SJW Yes Mid-Cap 7.2% 64.9% 0.00  (63.48) 0.93 0.99 1.05 1.12 1.19 1.31 1.42 1.52 1.61 1.70 1.79 1.89 1.99 2.10 2.21 2.33 2.46 2.59 2.74 2.89 3.04 3.21 3.38 3.57 3.76 3.97 4.19 4.41 4.66 332.60 4.91 327.69 8 6
e 2.45 2.60 2.73 2.86 3.00 3.14 3.42 3.68 3.93 4.14 4.37 4.61 4.86 5.12 5.40 5.70 6.01 6.34 6.68 7.05 7.43 7.84 8.27 8.72 9.19 9.70 10.22 10.78 11.37 11.99 12.65

7 9 York Water Yes Small Cap 8.5% 56.4% 0.00  (35.45) 0.70 0.76 0.83 0.90 0.97 1.08 1.18 1.26 1.33 1.40 1.48 1.56 1.65 1.74 1.83 1.93 2.04 2.15 2.26 2.39 2.52 2.66 2.80 2.95 3.11 3.28 3.46 3.65 3.85 230.91 4.06 226.85 9 7
e 1.00 1.05 1.16 1.27 1.40 1.53 1.70 1.85 1.99 2.10 2.21 2.33 2.46 2.59 2.73 2.88 3.04 3.21 3.38 3.57 3.76 3.97 4.18 4.41 4.65 4.91 5.17 5.46 5.75 6.07 6.40

TOTALS 7 6 Mean
8.09% 57.42% 0% VL H2O Screen
7.95% 58.98% 0% VL (Low Cap) H2O Screen (Low-Cap = Small- & Mid-Cap)
8.10% 58.22% 0% VL Small-Cap) H2O Screen

Average B.O.Y. & E.O.Y. Cash Flows Model Y
1 2 3 4 5 6 7 8 9

Terminal
Value as

Screen Abbreviated UW 172 UW 172 Average % of Screen
# Utility VL Group VL Low-Cap IRR NPVDIV EOY BOY Average #

1 1 American States Yes Mid-Cap 8.0% 56.8% 8.3% 8.6% 8.4% 1 1
2 3 Aqua America Yes Large-Cap 8.9% 49.2% 9.5% 10.3% 9.9% 3 2
3 4 California Water Yes Mid-Cap 8.0% 59.5% 8.3% 9.5% 8.9% 4 3
4 5 Connecticut Wat Yes Small-Cap 7.5% 59.0% 4.6% 4.1% 4.3% 5 4
5 7 Middlesex Wate Yes Small-Cap 8.2% 60.9% 5.0% 5.4% 5.2% 7 5
6 8 SJW Yes Mid-Cap 7.2% 65.7% 6.5% 6.3% 6.4% 8 6
7 9 York Water Yes Small Cap 8.4% 57.4% 8.1% 8.6% 8.3% 9 7

TOTALS 7 6 Mean
8.03% 58.35% 7.4% VL H2O Screen
7.89% 59.88% 6.9% VL (Low Cap) H2O Screen (Low-Cap = Small- & Mid-Cap)
8.04% 59.10% 5.9% VL Small-Cap) H2O Screen

Transition Stage Final Stage

EPS Growth

Initial Stage Transition Stage Final Stage

EPS Growth

Average 2016 - 2020 
Dividend Growth Rates

EPS Growth

Initial Stage
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Mountain Home GRC UW 172 TIPS Implied Forward Curve

2028 through 2047 TIPs-lmpIied Average Annual Inflation Rate: 2.04%

Staff/203 Muldoon/1

Yr.End

Mo.-Yr.

Dec-17

Dec-18

Dec-19

Dec-20

Dec-21

Dec-22

Dec-23

Dec-24

Dec-25

Dec-26

Dec-27

Dec-28

Dec-29

Dec-30

Dec-31

Dec-32

Dec-33

Dec-34

Dec-35

Dec-36

Dec-37

Dec-38

Dec-39

Dec-40

Dec-41

Dec-42

Dec-43

Dec-44

Dec-45

Dec-46

Dec-47

Years

0
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Individually
5-Yr

100.00
101.67
103.37

105.09
106.85
108.63

7-Yr

100.00

101.80
103.64
105.51

107.41

109.35
111.32
113.33

Implied I
10-Yr

100.00
101.80
103.64

105.51
107.41
109.35
111.32
113.33
115.37
117.45

119.57

'rice Levels
20-Yr

100.00
101.83
103.69
105.58
107.51

109.47
111.47
113.51
115.58
117.69

119.84
122.03
124.26
126.53
128.84
131.20
133.59
136.03
138.52

141.05
143.63

30-Yr

100.00
101.96
103.96
106.00

108.07
110.19
112.35
114.55
116.80
119.09
121.42
123.80
126.23
128.70
131.23
133.8C
136.42
139.OS
141.82
144.6C
147.42

150.32
153.27
156.27
159.3^

162.4C
165.6^

168.8E
172.2C
175.5E
179.0;

Implied Forward Curve/Price Level
5-Yr | 7-Yr | 10-Yr

100.00
101.67
103.37
105.09
106.85

108.63
110.96
113.33

115.37
117.45
119.57

20-Yr

121.78
124.03
126.33
128.67
131.05
133.47
135.94
138.45
141.02
143.63

30-Yr

146.8;
150.0E
153.4^

156.8i
160.3i

163.9:

167,5-

171.31

175.1;
179.0:

Implied
:?rice Level

100.00
101.67
103.37
105.09
106,85
108.63
1.10.96

113.33
115.37
117.45
119.57
121.78
124.03
126,33
128.67

131.05
133.47

135.94
138.45
141.02
143.63
146.82
150.09
153.44
156.85
160.35
163.92

167.57
171.30
175.12
179.02

;heck

122.01
124.49
127.03
129.62
132.2C
134.9£
137.71
140.52

143.3£

146.3C
149.2£
152.3:
155.4:

158.6C
161.8-;

165.1^

168.5C
171.9^

175.4^

179.0;

TIPS Inflation Expections Page 1 of 1 Pages Implied Market-based Expectations



IVlountain Home GRC UW 172 TIPS Quarterly Data Staff/203 Muldoon/2
Average Quarterly Values for FRB H15 Data

See FRB H.15 Tab for Data Feed Sources. Staff TIPS Analysis Quarterly Aggregation

Average IVlonthly Inflation Indexed Rates by Quarter
Qtr

2003-Q'

2003-Q;
2003-Q;
2003-Q^
2004-Q1
2004-Q;
2004-Q;
2004-Q^

2005-Q1
2005-Q;
2005-Q:
2005-Q4
2006-Q1
2006-Q;
2006-Q;
2006-Q4
2007-Q1
2007-Q2
2007-Q;
2007-Q4
2008-Q1
2008-Q2
2008-Q3
2008-Q4
2009-Q1
2009-Q2
2009-Q3
2009-Q4
2010-Q1
2010-Q2
2010-Q3
2010-Q4
2011-Q1
2011-Q2
2011-Q3
2011-Q4
2012-Q1
2012-Q2
2012-Q3
2012-Q4
2013-Q1
2013-Q2
Z013-Q3
2013-Q4
?014-Q1
2014-Q2
i014-Q3
?014-Q4
?015-Q1
>015-Q2
'015-Q3
'015-Q4
'016-01

'016-Q2
S016-Q3
'016.Q4

TIPS-05]

1.33

1.15

1.36

1.24

0.82

1,26

1.17

0.93

1.17
1.30

1.59

1.92

2.00

2.34

2.37

2.40

2.28

2.35

2.38

1.54

0.58

0.79

1.18

2.73

1.37

1.12

1.17

0.58

0.47

0.46

0.20

"0.11

0.07

-0.29

-0.65

-0.75

-1.02

-1.08

"1.27

-1.42

-1.40

"1.04

-0.32

-0.29

-0.16

-0.25

"0.13

0.19

0.11

-0.10

0.26

0.36

0.15

-0.24

-0.22

-0.06

TIPS-071

1.81

1.61

1.84

1.65

1.26

1.69

1.55

1.30

1.41

1.44

1.70

1.98

2.05

2.39

2.37

2.36

2.33

2.40

2.44

1.81

1.02

1.17

1.47

2.92

1.54

1.37

1.41

0.94

0.94

0.91

0.57

0.28

0.67

0.33

-0.22

-0.39

-0.60

-0.75

-1.01

-1.15

-0.98

-0.62

0.17

0.25

0.37

0.27

0.24

0.39

0.23

0.22

0.48

0.51

0.32

-0.05

-0.09

0.12

TIPS-10

2.07

1.94

2.21

2,01

1.71

2.05

1.89

1.69

1.71

1.68

1.82

2.04

2.09

2.46

2.37

2.32

2.33

2.44

2.45

1.92

1.32

1.48

1.70

2.60

1.79

1.72

1.74

1.37

1.43

1.36

1.06

0.75

1.09

0.80

0.28

0.05

-0.17

-0.35

-0.63

-0.76

-0.59

-0.25

0.56

0.57

0.58

0.43

0.32

0.45

0.27

0.30

0.57

0.66

0.49

0.19

0.08

0.33

TIPS-20

2.28

2.08

1.93

1.83

1.98

2.13

2.08

2.48

2.38

2.29

2.36

2.49

2.46

2.11

1.81

2.03

2.16

2.73

2.34

2.31

2.22

1.98

2.00

1.77

1.68

1.48

1.71

1.49

0.95

0.61

0.51

0.35

0.02

-0.02

0.19

0.47

1.16

1.19
1.11

0.88

0.72

0.75

0.52

0.67

0.92

1.02

0.88

0.62

0.44

0.69

TIPS-2

2.16

1.88

1.76

1.65

2.00

1.78

1.25

0.85

0.78

0.66

0.43

0.36

0.56

0.80

1.43

1.50

1.39

1.14

0.98

0.95

0.71

0.91

1,14

1.24

1.11
0.85

0.62

0.86

Average Monthly Nominal UST Rates by Quarter
Qtr

)03-Q1
)03-Q;
)03-Q;
]03-Q^

104-Q--

104-Q;
)04-Q;
)04-Q^

(05-Q1
105-Q;
105-Q;
l05-Q^

106-01
i06-Q;

106-Q:

i06-Q^

i07-Q1

07-Q;
07"Q:
07-Q^

08-CT
08-Q;
08-Q;
08-Q4
09-Q1
09-Q;
D9-Q;
D9-Q4
10-Q1
10-Q2
10-Q3
10-Q4
11-Q1
11-Q2
11 "Q3
(1-Q4.

I2-Q1
12-Q2
i2"Q3
[2-Q4
I3-Q1
13-Q2
3-Q3

3"Q4

4-Q1

4-Q2

4-Q3

4-Q4

5-Q1

5-Q2

5-Q3

5-Q4

6-Q1

6"Q2

6-Q3

6-Q4

UST-05

2.91

2.57

3.14

3.25

2.99

3.72

3.51

3.49

3.88

3.87

4.04

4.39

4.55

4.99

4.84

4.60

4.65

4.76

4.50

3.79

2.75

3.16

3.11

2.18

1.76

2.23

2.47

2.30

2,42

2.25

1.55

1.49

2.12

1.86

1.15

0.95

0.90

0.79

0.67

0.69

0,83

0.92

1.51

1.44

1.60

1.66

1.70

1.60

1.45

1.52

1.55

1.59

1.37

1.24

1.13

1.61

UST-07

3.46

3.13

3.72

3.78

3.52

4.18

3.92

3.85

4.09

3.99

4.11

4.42

4.55

5.02

4.85

4.60

4.65

4.79

4.60

3.98

3.15

3.46

3.44

2.63

2.23

2.88

3.12

2.98

3.16

2.93

2.19

2.18

2.83

2.55

1.78

1.50

1.44

1.24

1.08

1.12

1.32

1.39

2.12

2.12

2.22

2.19
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FRB H.15 Market Yield on U.S. Treasury (UST) Securities at Constant Maturity, Quoted on an Investment Basis in Percent per Year
Staff Accs-ssed . Jan. G, 2017 at: hnn:/;ifrinalr'-.piw.mv/r-l»m=AlSAIataJ!ilm

Monthly _linHi/Amw.li'ilf'r.ilrneKi-.i'.in'U.it.iftownloiidShmss.uinitKl'UlS f Monttliy

Staff Accessed , Jan. 6. 201 ^ at: hlui^/ltdcDlincrUF.eiiv/Fclc.nm/hls/d.iEaJimi

llmprvc.mv/iliiMdowlllifinl/Ctiw.. ;!!>AaLtU5
Annua

TtFS-05m
TtPS-Wm 7

R1FLGFCY05_XII_N.M _UST-05m
RIFLGFC'l'OT_Xil_N.M UST-QTm

RIFLBFCY10 X]l N.M
R[FLSFGYZO_X1[_N.M
P! F LGFCY30_^li_N.M

RiFLGFCY05_N.M
RIFLGFCY07_N.M
RIFLBFCY10_N.M

RIFLBFCY20_N.M
RIFLQFCY30 N.M

RIFLGFCVOS_X11_N.A

RFLGFCYOT.XtLN.A
RIFLGFGYIOJdLN.A
RIFLBFGY20_X!1_N.A
fi[FLC3FGY30^X]l_N.A UST-afla

UFLGFCYUS N.j
RfFLGFCY07_N.A
RTFLGFCY10_N.A
RIFLGFG*r20_N.A
'RTFFGF'CYSCLNA'

Month I TlPS-OStn iTlPS-OTmlTIPS-IOml TIPS-Zqn^T T]PS-30r

2003-01
2003-02
2D03-03
2003-04

2003-05
2003-05

2003-07
2003-og
2003-09
2003-10

2003.11
2003-12
2004-01
20G4-02
2004-03
2004-04
2001-05
2004-06

2004-07
20IM-OB
2004-09

2004-10

2004-11

.20D4-12
2005-01

2005-02
200S-03
2005-04
E005-05
Z005-Q6
2005-07
2005-0 B
2005.09
2005-1 B
200S-11

2DQ5-12
2006.01
2006.02
2006-03
200S-04

2006-05
2006-06
2006-07

2006-03
2006-03
2006-10
2006-11

_?006-12
2007-01

Z007-D2

2007-03
2007-04

2007-05

2007-06
2007.07
2007-OS
2007-DS

2007-10
2007-11

2007-12
200B.01

20QB-02
2ooa-a3
2006.04
2008-as

zooa-oe
2003-07
Z008-OB
200S-09

2008-10
ZO 03-11
3003-12
2009-01
2009-02
2003-03

2009-04
200S-05
2003-06
2003-07
2DOS-OB
2oog-os
200S-10
2009-11

2009-12
2010-01
2010-02
2D 10-03
2010-04
2010-05
2010.0S
2010-07
2010-03
2010-03
2010-10
£010-11

2010-12
2011-01

2011-02
2011-D3
2011-04

2011-05
2011-G6

2011-D7
2011-OB
2011-OB
2011-10
2011-11

_2011-12
2012-D1
2d 12.02
2012-03
2M2-OA

2012.05
2012-0 B

2012-07
2012-0 B
2012-09
2D12.10
2012-11

.2012-12
2013-01
2D13-02

2013-03
Z013-04
2013-05
2013.06
2013-07
2013-06

2013-09
2013-10
2013-11

.2013-1
2014-01
2014-02

2014-03
2014.04
2014.05

2014-0 E
2014-07
2DK-08

2014-OS
2014-10
2014-11
2014-12

2015-01
2015-02
2015-D3

2015.04
201545
2015.06

2015-07
2015-OB

2015-09
2015-1 B
2D15.11
2W S-12

Z01M1
2016-02

2D16.03
2016.04
2D16-05
201G.OE

201S-07
201&.OS

2016-03

2016-10
2016.11
201 G.12

1.65
1.24
1.09

1.36
1.18
O.B1

1.30
1.48
1.29

1.21
1.27

1.23
•i,a9

O.S6

0.52
1,02
1.34
1.41

1,29
1.12
1.10

0.97
B.90

0.92

1.13
1.08

1.29
1.23
1.28
1.39
1.67
1.71
1.40

i.?a
1.87

.2.0S.

1.93

1.98
2.03
2.26

2.30
2.4S
2.46

2.27
2.3S
2.51

2.41
2.2S
2.47

2.34
2.B4

2.12

2.23
2.SE

z.eo
2.39
2,14
2.01
1.35

-1.27.

2.10
1.74
1.60
1.S5
1.61

1.37

1,76
1.ST
1.80
1.GS
1.64
1.64
1.4S
1.31
0.96
1.43
1.77
i.so

1.68
1.51
1.46
1.S5
1.27

1.2S
1.40
1.33

1.49
1.42
1.41
1.49
1.7S

1.79
1.56
1.82

2.03
2.10
1.SB

2.02
2.15

2,34

2.36
a.48

Z.4B
•2.2B

2,35
2.45

2,35

2.28.

O.B6

O.S5
0.23
O.GE
0.79
0.97
O.B4
1.15

1.55
2.75
3.59

-1.. 76

1.59
•i.23

1.23

1.11
1.D7
1.1B
1.IS
1.23
1.03
O.B3

0.48
0.43

2.47
2,38
Z-.f

2.20
2.SZ
2.B7

2.63
2.45
2.24
2.15
1.65

-1.62

2.2S
l.as
1.St
2.18
1.31

1.72

2,11
2.32

2.19

2.03
1.9S

1.SB.

1.B9
1.76

1.47
1.90
2.03
2.15

2.D2
1.86
1.BO

1.73
1.68

1.67.

1,72
1.63

1.79
1.71
1.G5
1.57'

1.SB
1.89
1.70
1.34
2.DB
2.12.

2.01

2.05
2.20
2.41

2.45
2.53

2.51
2.29
2.32

2.41
zss
2.25.

1.24

1.OS
D.73
1,00
1.16

1.35
1,24
1.47

1.71
2.96

0.42

0,42
0.56

0.62
0.41

0.34

0.34
0.13
0.13
-0.32

-0.21

_Q.21
0. OS
0.25
-0.09

-0.14
-0.34

-0,3S
-0,49

-0.75

-0.72
-a. 63

-0.85

"0.78.

-0.92

-1.11

-1.03

-1.06
-1.12

-1.05

"1.15
-1.19

-1.47
-1.47
-1.38

-1.40

-1.39

-1.39

-1.43

-1.38

-1.14
.0.53
-0.45

-0.33

-0,17

-0.41

•a.^a

-0.03

-0.26

-a. 14

-0.11
-0.34

-0.29
-0.27

-0.31

0.10
0.06
0.14

-°i?7
0.17
0.11

0.04
.0.26
-0.10

0.05
0.14
0,31

0.33
0.21

0.40
0.46
0.33
0.14

--P.03

-0.22
-0^2

_-az7

-0.32
-D. 17

.-0.17

•0.26

-0.07
0.1S

1,72
1.43
1.43

.1.29

1.34
1.<IS

1.44
1.43
1.29
1.12
O.B4
O.BG

2,44
2.3G
2.1B
2.2S

2.37
2.63
2.64
2.44
2.26
2.20
1.77
1.79.

2.44
2.23
2.16

2.13
2.09

2.02
i.sa
1.85

1.95
1.ST
1.S2
1.30

2.0U
2.02
1.S3
s. os
2.1G
2,14
2,05

2.01
2.17
2.43'

2.4S
2,54

2.52
2.31
2.31
2. SB

2.23
2.25

1.47
1.41

1.OB
1.3G
1.46

1,63
1.57
1.66
1.35
2.75
2.89

_2.17

0.65

0.90

1.08

1,10
o.se

0.76

0.73
0.51
0.4B
0.02
0.17
O.S5
O.S2 .

O.S4
0.54
0,49

0.29
0.21
0.09
-0.36

-0.39

-0.2S

-0.46

-0.44

-0.55

-0.69
-0.57

•0.6S

-0,79

-0,S2

-0.92
-0.94

-1.17
-1.1B

-1,13
-1,13
-1.04

-0.34

-a. 97

-0.97

•o.sa
-03,1,

0. OS
0.15
D.34
0.11

0,1 B

0.45

0.30
0.37

0.3 S

0.21
O.Z3

0,1B

ais
0,38
0.32
0.37
0.47
0.24

0.22
0.23
-0.01

0.27

0.39
D.42

•D.^9

0.52
0.39
0.5S

_0.59

0^9
0.30

_0.16
-0,03
•0.04

_-<'.07

-0.16

-0.06

.-0,05

-0.10

0.11
0,36

1,91
1.75
1.71'

1,57
1.72

1.86
1.62
1.77
1.84
1.4S

1.28
1.3S

1.37

1.42

1.51
1.50

1,31
1.26
1.24
1.02
0.91
0,53
0.67

1.04

1.24
0.96
0.86
0.78

0.76
0.62
0.14
o.os

0.19
0.00
-0.03
-D. 11

-0.25

-0.14

.0.21

-0,3')

-0,50

-0.60
-0.59

-0.71
-C.7S

-0.77

•Q.7S
-0.61

-0,57
-0.53

-0.65

.0.36
B.Z5

0.46
0.55
O.S6
0.43

0.55

0.63
0.55
0.56

0.54
0.37

0.37
0,2B
0.22
0.45
0.38
0.45
0.51
0,27
0.26
0.2B
0, OB

n.33
a. so

0.50

D.56
0.65

0.57
0.63
0.73
0.67

0^7
0.34

0.19
0.21
0.17

0.04
0.09
0.12

0.10
032
0,56

2.42
2.38
2.27
2.35

2.45
2.67
2.S2

2.47
2.30
2.26

1.39
2.0 B
1.81

1.B7
1.75
1.31
a.oa
2.13
2.03
2.15
2.25
2.B7
3.00

_Z_32

2.46
2.31

2.26

2.22
2.3S

2.36
2.31
2.2S
2.13
2,0'!

1.90
1.39

2.00

2,03

1.SB
1.90

1.72
1.69
1.BO
1.6S
1.SB
1.32
1.44

1.67

2.1G

2.15
2,05

1.S3
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2028 through 2047 TIPs-Implied Average Annual Inflation Rate: 2.04%

Yr. End Implied
Mo.-Yr. Years 5-Yr 7-Yr 10-Yr 20-Yr 30-Yr 5-Yr 7-Yr 10-Yr 20-Yr 30-Yr Price Level Check
Dec-17 0 100.00 100.00 100.00 100.00 100.00 100.00 100.00
Dec-18 1 101.67 101.80 101.80 101.83 101.96 101.67 101.67
Dec-19 2 103.37 103.64 103.64 103.69 103.96 103.37 103.37
Dec-20 3 105.09 105.51 105.51 105.58 106.00 105.09 105.09
Dec-21 4 106.85 107.41 107.41 107.51 108.07 106.85 106.85
Dec-22 5 108.63 109.35 109.35 109.47 110.19 108.63 108.63
Dec-23 6 111.32 111.32 111.47 112.35 110.96 110.96
Dec-24 7 113.33 113.33 113.51 114.55 113.33 113.33
Dec-25 8 115.37 115.58 116.80 115.37 115.37
Dec-26 9 117.45 117.69 119.09 117.45 117.45
Dec-27 10 119.57 119.84 121.42 119.57 119.57
Dec-28 11 122.03 123.80 121.78 121.78 122.01
Dec-29 12 124.26 126.23 124.03 124.03 124.49
Dec-30 13 126.53 128.70 126.33 126.33 127.03
Dec-31 14 128.84 131.23 128.67 128.67 129.62
Dec-32 15 131.20 133.80 131.05 131.05 132.26
Dec-33 16 133.59 136.42 133.47 133.47 134.96
Dec-34 17 136.03 139.09 135.94 135.94 137.71
Dec-35 18 138.52 141.82 138.45 138.45 140.52
Dec-36 19 141.05 144.60 141.02 141.02 143.38
Dec-37 20 143.63 147.43 143.63 143.63 146.30
Dec-38 21 150.32 146.82 146.82 149.29
Dec-39 22 153.27 150.09 150.09 152.33
Dec-40 23 156.27 153.44 153.44 155.43
Dec-41 24 159.34 156.85 156.85 158.60
Dec-42 25 162.46 160.35 160.35 161.84
Dec-43 26 165.64 163.92 163.92 165.14
Dec-44 27 168.89 167.57 167.57 168.50
Dec-45 28 172.20 171.30 171.30 171.94
Dec-46 29 175.58 175.12 175.12 175.44
Dec-47 30 179.02 179.02 179.02 179.02

Individually Implied Price Levels Implied Forward Curve/Price Level
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Average Quarterly Values for FRB H15 Data
See FRB H.15 Tab for Data Feed Sources. Staff TIPS Analysis Quarterly Aggregation

Qtr TIPS-05m TIPS-07m TIPS-10m TIPS-20m TIPS-30m Qtr UST-05m UST-07m UST-10m UST-20m UST-30m Qtr 5-Yr 7-Yr 10-Yr 20-Yr 30-Yr
2003-Q1 1.33 1.81 2.07 2003-Q1 2.91 3.46 3.92 4.90 2003-Q1 1.58 1.65 1.85
2003-Q2 1.15 1.61 1.94 2003-Q2 2.57 3.13 3.62 4.59 2003-Q2 1.42 1.52 1.68
2003-Q3 1.36 1.84 2.21 2003-Q3 3.14 3.72 4.23 5.17 2003-Q3 1.78 1.87 2.03
2003-Q4 1.24 1.65 2.01 2003-Q4 3.25 3.78 4.29 5.16 2003-Q4 2.01 2.13 2.28
2004-Q1 0.82 1.26 1.71 2004-Q1 2.99 3.52 4.02 4.89 2004-Q1 2.17 2.26 2.31
2004-Q2 1.26 1.69 2.05 2004-Q2 3.72 4.18 4.60 5.36 2004-Q2 2.47 2.50 2.55
2004-Q3 1.17 1.55 1.89 2.28 2004-Q3 3.51 3.92 4.30 5.07 2004-Q3 2.34 2.37 2.41 2.79
2004-Q4 0.93 1.30 1.69 2.08 2004-Q4 3.49 3.85 4.17 4.87 2004-Q4 2.56 2.55 2.48 2.79
2005-Q1 1.17 1.41 1.71 1.93 2005-Q1 3.88 4.09 4.30 4.76 2005-Q1 2.72 2.68 2.58 2.83
2005-Q2 1.30 1.44 1.68 1.83 2005-Q2 3.87 3.99 4.16 4.55 2005-Q2 2.57 2.55 2.48 2.72
2005-Q3 1.59 1.70 1.82 1.98 2005-Q3 4.04 4.11 4.21 4.51 2005-Q3 2.44 2.41 2.39 2.52
2005-Q4 1.92 1.98 2.04 2.13 2005-Q4 4.39 4.42 4.49 4.77 2005-Q4 2.47 2.44 2.45 2.64
2006-Q1 2.00 2.05 2.09 2.08 2006-Q1 4.55 4.55 4.57 4.76 4.64 2006-Q1 2.55 2.50 2.48 2.69
2006-Q2 2.34 2.39 2.46 2.48 2006-Q2 4.99 5.02 5.07 5.29 5.14 2006-Q2 2.65 2.62 2.61 2.80
2006-Q3 2.37 2.37 2.37 2.38 2006-Q3 4.84 4.85 4.90 5.09 4.99 2006-Q3 2.47 2.48 2.52 2.71
2006-Q4 2.40 2.36 2.32 2.29 2006-Q4 4.60 4.60 4.63 4.83 4.74 2006-Q4 2.20 2.24 2.31 2.54
2007-Q1 2.28 2.33 2.33 2.36 2007-Q1 4.65 4.65 4.68 4.90 4.80 2007-Q1 2.36 2.32 2.35 2.54
2007-Q2 2.35 2.40 2.44 2.49 2007-Q2 4.76 4.79 4.85 5.07 4.99 2007-Q2 2.41 2.39 2.41 2.58
2007-Q3 2.38 2.44 2.45 2.46 2007-Q3 4.50 4.60 4.73 5.01 4.94 2007-Q3 2.13 2.16 2.28 2.55
2007-Q4 1.54 1.81 1.92 2.11 2007-Q4 3.79 3.98 4.26 4.65 4.61 2007-Q4 2.24 2.17 2.34 2.54
2008-Q1 0.58 1.02 1.32 1.81 2008-Q1 2.75 3.15 3.66 4.40 4.41 2008-Q1 2.17 2.13 2.34 2.59
2008-Q2 0.79 1.17 1.48 2.03 2008-Q2 3.16 3.46 3.89 4.59 4.58 2008-Q2 2.37 2.29 2.40 2.56
2008-Q3 1.18 1.47 1.70 2.16 2008-Q3 3.11 3.44 3.86 4.49 4.45 2008-Q3 1.93 1.96 2.16 2.33
2008-Q4 2.73 2.92 2.60 2.73 2008-Q4 2.18 2.63 3.25 3.97 3.68 2008-Q4 -0.55 -0.29 0.65 1.24
2009-Q1 1.37 1.54 1.79 2.34 2009-Q1 1.76 2.23 2.74 3.69 3.45 2009-Q1 0.39 0.69 0.95 1.35
2009-Q2 1.12 1.37 1.72 2.31 2009-Q2 2.23 2.88 3.31 4.19 4.17 2009-Q2 1.11 1.51 1.60 1.88
2009-Q3 1.17 1.41 1.74 2.22 2009-Q3 2.47 3.12 3.52 4.28 4.32 2009-Q3 1.30 1.72 1.77 2.06
2009-Q4 0.58 0.94 1.37 1.98 2009-Q4 2.30 2.98 3.46 4.27 4.33 2009-Q4 1.72 2.04 2.09 2.29
2010-Q1 0.47 0.94 1.43 2.00 2.16 2010-Q1 2.42 3.16 3.72 4.49 4.62 2010-Q1 1.96 2.22 2.28 2.49 2.47
2010-Q2 0.46 0.91 1.36 1.77 1.88 2010-Q2 2.25 2.93 3.49 4.20 4.37 2010-Q2 1.80 2.03 2.13 2.43 2.49
2010-Q3 0.20 0.57 1.06 1.68 1.76 2010-Q3 1.55 2.19 2.79 3.60 3.85 2010-Q3 1.35 1.63 1.73 1.92 2.09
2010-Q4 -0.11 0.28 0.75 1.48 1.65 2010-Q4 1.49 2.18 2.86 3.84 4.16 2010-Q4 1.59 1.90 2.12 2.36 2.51
2011-Q1 0.07 0.67 1.09 1.71 2.00 2011-Q1 2.12 2.83 3.46 4.32 4.56 2011-Q1 2.05 2.16 2.37 2.61 2.56
2011-Q2 -0.29 0.33 0.80 1.49 1.78 2011-Q2 1.86 2.55 3.21 4.07 4.34 2011-Q2 2.15 2.22 2.41 2.57 2.56
2011-Q3 -0.65 -0.22 0.28 0.95 1.25 2011-Q3 1.15 1.78 2.43 3.34 3.70 2011-Q3 1.81 2.00 2.15 2.39 2.45
2011-Q4 -0.75 -0.39 0.05 0.61 0.85 2011-Q4 0.95 1.50 2.05 2.75 3.04 2011-Q4 1.71 1.89 1.99 2.14 2.19
2012-Q1 -1.02 -0.60 -0.17 0.51 0.78 2012-Q1 0.90 1.44 2.04 2.80 3.14 2012-Q1 1.92 2.04 2.20 2.29 2.36
2012-Q2 -1.08 -0.75 -0.35 0.35 0.66 2012-Q2 0.79 1.24 1.82 2.55 2.94 2012-Q2 1.86 1.99 2.17 2.21 2.28
2012-Q3 -1.27 -1.01 -0.63 0.02 0.43 2012-Q3 0.67 1.08 1.64 2.37 2.75 2012-Q3 1.94 2.09 2.28 2.35 2.31
2012-Q4 -1.42 -1.15 -0.76 -0.02 0.36 2012-Q4 0.69 1.12 1.71 2.46 2.86 2012-Q4 2.11 2.27 2.47 2.48 2.50
2013-Q1 -1.40 -0.98 -0.59 0.19 0.56 2013-Q1 0.83 1.32 1.95 2.75 3.14 2013-Q1 2.23 2.31 2.54 2.55 2.58
2013-Q2 -1.04 -0.62 -0.25 0.47 0.80 2013-Q2 0.92 1.39 2.00 2.78 3.15 2013-Q2 1.95 2.01 2.25 2.32 2.34
2013-Q3 -0.32 0.17 0.56 1.16 1.43 2013-Q3 1.51 2.12 2.71 3.44 3.72 2013-Q3 1.82 1.95 2.15 2.29 2.29
2013-Q4 -0.29 0.25 0.57 1.19 1.50 2013-Q4 1.44 2.12 2.75 3.50 3.79 2013-Q4 1.73 1.86 2.17 2.31 2.29
2014-Q1 -0.16 0.37 0.58 1.11 1.39 2014-Q1 1.60 2.22 2.76 3.42 3.68 2014-Q1 1.77 1.85 2.18 2.30 2.29
2014-Q2 -0.25 0.27 0.43 0.88 1.14 2014-Q2 1.66 2.19 2.62 3.18 2.86 2014-Q2 1.90 1.92 2.20 2.30 1.72
2014-Q3 -0.13 0.24 0.32 0.72 0.98 2014-Q3 1.70 2.16 2.50 3.01 3.26 2014-Q3 1.83 1.92 2.18 2.28 2.29
2014-Q4 0.19 0.39 0.45 0.75 0.95 2014-Q4 1.60 2.00 2.28 2.69 2.97 2014-Q4 1.41 1.61 1.83 1.95 2.02
2015-Q1 0.11 0.23 0.27 0.52 0.71 2015-Q1 1.45 1.77 1.97 2.32 2.55 2015-Q1 1.35 1.54 1.70 1.79 1.85
2015-Q2 -0.10 0.22 0.30 0.67 0.91 2015-Q2 1.52 1.91 2.17 2.62 2.89 2015-Q2 1.63 1.69 1.86 1.95 1.97
2015-Q3 0.26 0.48 0.57 0.92 1.14 2015-Q3 1.55 1.94 2.22 2.65 2.96 2015-Q3 1.29 1.47 1.65 1.73 1.82
2015-Q4 0.36 0.51 0.66 1.02 1.24 2015-Q4 1.59 1.94 2.19 2.60 2.96 2015-Q4 1.23 1.43 1.53 1.58 1.72
2016-Q1 0.15 0.32 0.49 0.88 1.11 2016-Q1 1.37 1.69 1.92 2.32 2.72 2016-Q1 1.23 1.37 1.43 1.45 1.61
2016-Q2 -0.24 -0.05 0.19 0.62 0.85 2016-Q2 1.24 1.54 1.75 2.15 2.57 2016-Q2 1.48 1.58 1.56 1.53 1.72
2016-Q3 -0.22 -0.09 0.08 0.44 0.62 2016-Q3 1.13 1.40 1.56 1.91 2.28 2016-Q3 1.35 1.49 1.48 1.47 1.66
2016-Q4 -0.06 0.12 0.33 0.69 0.86 2016-Q4 1.61 1.93 2.13 2.52 2.82 2016-Q4 1.67 1.80 1.80 1.83 1.96

Implied Market-based Inflationary ExpectationsAverage Monthly Inflation Indexed Rates by Quarter Average Monthly Nominal UST Rates by Quarter
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FRB H.15 Market Yield on U.S. Treasury (UST) Securities at Constant Maturity, Quoted on an Investment Basis in Percent per Year Staff Accessed , Jan. 6, 2017 at: http://federalreserve.gov/releases/h15/data.htm
Staff Accessed , Jan. 6, 2017 at: http://federalreserve.gov/releases/h15/data.htm https://www.federalreserve.gov/datadownload/Choose.aspx?rel=H15

Monthly https://www.federalreserve.gov/datadownload/Choose.aspx?rel=H15 Monthly Annual Annual
TIPS-05m 5 RIFLGFCY05_XII_N.M UST-05m 5 RIFLGFCY05_N.M TIPS-05a 5 RIFLGFCY05_XII_N.A UST-05a 5 RIFLGFCY05_N.A
TIPS-07m 7 RIFLGFCY07_XII_N.M UST-07m 7 RIFLGFCY07_N.M TIPS-07a 7 RIFLGFCY07_XII_N.A UST-07a 7 RIFLGFCY07_N.A
TIPS-10m 10 RIFLGFCY10_XII_N.M UST-10m 10 RIFLGFCY10_N.M TIPS-10a 10 RIFLGFCY10_XII_N.A UST-10a 10 RIFLGFCY10_N.A
TIPS-20m 20 RIFLGFCY20_XII_N.M UST-20m 20 RIFLGFCY20_N.M TIPS-20a 20 RIFLGFCY20_XII_N.A UST-20a 20 RIFLGFCY20_N.A
TIPS-30m 30 RIFLGFCY30_XII_N.M UST-30m 30 RIFLGFCY30_N.M TIPS-30a 30 RIFLGFCY30_XII_N.A UST-30a 30 RIFLGFCY30_N.A

Month TIPS-05m TIPS-07m TIPS-10m TIPS-20m TIPS-30m Month UST-05m UST-07m UST-10m UST-20m UST-30m Year TIPS-05a TIPS-07a TIPS-10a TIPS-20a TIPS-30a Year UST-05a UST-07a UST-10a UST-20a UST-30a
2003-01 1.65 2.10 2.29 2003-01 3.05 3.60 4.05 5.02 2003 1.27 1.73 2.06 2003 2.97 3.52 4.01 4.96
2003-02 1.24 1.74 1.99 2003-02 2.90 3.45 3.90 4.87 2004 1.04 1.45 1.83 2.14 2004 3.43 3.87 4.27 5.04
2003-03 1.09 1.60 1.94 2003-03 2.78 3.34 3.81 4.82 2005 1.50 1.63 1.81 1.97 2005 4.05 4.15 4.29 4.64
2003-04 1.36 1.85 2.18 2003-04 2.93 3.47 3.96 4.91 2006 2.28 2.29 2.31 2.31 2006 4.75 4.76 4.80 5.00 4.91
2003-05 1.18 1.61 1.91 2003-05 2.52 3.07 3.57 4.52 2007 2.15 2.25 2.29 2.36 2007 4.43 4.51 4.63 4.91 4.84
2003-06 0.91 1.37 1.72 2003-06 2.27 2.84 3.33 4.34 2008 1.30 1.63 1.77 2.18 2008 2.80 3.17 3.66 4.36 4.28
2003-07 1.30 1.76 2.11 2003-07 2.87 3.45 3.98 4.92 2009 1.06 1.32 1.66 2.21 2009 2.20 2.82 3.26 4.11 4.08
2003-08 1.48 1.97 2.32 2003-08 3.37 3.96 4.45 5.39 2010 0.26 0.68 1.15 1.73 1.82 2010 1.93 2.62 3.22 4.03 4.25
2003-09 1.29 1.80 2.19 2003-09 3.18 3.74 4.27 5.21 2011 -0.41 0.09 0.55 1.19 1.47 2011 1.52 2.16 2.78 3.62 3.91
2003-10 1.21 1.68 2.08 2003-10 3.19 3.75 4.29 5.21 2012 -1.19 -0.87 -0.48 0.22 0.56 2012 0.76 1.22 1.80 2.54 2.92
2003-11 1.27 1.64 1.96 2003-11 3.29 3.81 4.30 5.17 3 2013 0.76 -0.29 0.07 0.75 1.07 2013 1.17 1.74 2.35 3.12 3.45
2003-12 1.23 1.64 1.98 2003-12 3.27 3.79 4.27 5.11 2014 -0.09 0.32 0.44 0.86 1.11 2014 1.64 2.14 2.54 3.07 3.34
2004-01 1.09 1.48 1.89 2004-01 3.12 3.65 4.15 5.01 2015 0.15 0.36 0.45 0.78 1.00 2015 1.53 1.89 2.14 2.55 2.84
2004-02 0.86 1.31 1.76 2004-02 3.07 3.59 4.08 4.94 2016 -0.01 0.07 0.27 0.65 0.86 2016 1.33 1.63 1.84 2.22 2.59
2004-03 0.52 0.98 1.47 2004-03 2.79 3.31 3.83 4.72
2004-04 1.02 1.49 1.90 2004-04 3.39 3.89 4.35 5.16
2004-05 1.34 1.77 2.09 2004-05 3.85 4.31 4.72 5.46
2004-06 1.41 1.80 2.15 TIPS-20 2004-06 3.93 4.35 4.73 5.45
2004-07 1.29 1.68 2.02 2.44 2004-07 3.69 4.11 4.50 5.24
2004-08 1.12 1.51 1.86 2.23 2004-08 3.47 3.90 4.28 5.07
2004-09 1.10 1.46 1.80 2.16 2004-09 3.36 3.75 4.13 4.89
2004-10 0.97 1.35 1.73 2.13 2004-10 3.35 3.75 4.10 4.85
2004-11 0.90 1.27 1.68 2.09 2004-11 3.53 3.88 4.19 4.89
2004-12 0.92 1.28 1.67 2.02 2004-12 3.60 3.93 4.23 4.88
2005-01 1.13 1.40 1.72 1.98 2005-01 3.71 3.97 4.22 4.77
2005-02 1.08 1.33 1.63 1.85 2005-02 3.77 3.97 4.17 4.61
2005-03 1.29 1.49 1.79 1.95 2005-03 4.17 4.33 4.50 4.89
2005-04 1.23 1.42 1.71 1.87 2005-04 4.00 4.16 4.34 4.75
2005-05 1.28 1.41 1.65 1.82 2005-05 3.85 3.94 4.14 4.56
2005-06 1.39 1.49 1.67 1.80 2005-06 3.77 3.86 4.00 4.35
2005-07 1.67 1.75 1.88 2.00 2005-07 3.98 4.06 4.18 4.48
2005-08 1.71 1.79 1.89 2.02 2005-08 4.12 4.18 4.26 4.53
2005-09 1.40 1.56 1.70 1.93 2005-09 4.01 4.08 4.20 4.51
2005-10 1.70 1.82 1.94 2.09 2005-10 4.33 4.38 4.46 4.74
2005-11 1.97 2.03 2.06 2.16 2005-11 4.45 4.48 4.54 4.83
2005-12 2.09 2.10 2.12 2.14 2005-12 4.39 4.41 4.47 4.73
2006-01 1.93 1.98 2.01 2.05 2006-01 4.35 4.37 4.42 4.65 UST-30
2006-02 1.98 2.02 2.05 2.01 2006-02 4.57 4.56 4.57 4.73 4.54
2006-03 2.09 2.15 2.20 2.17 2006-03 4.72 4.71 4.72 4.91 4.73
2006-04 2.26 2.34 2.41 2.43 2006-04 4.90 4.94 4.99 5.22 5.06
2006-05 2.30 2.36 2.45 2.48 2006-05 5.00 5.03 5.11 5.35 5.20
2006-06 2.45 2.48 2.53 2.54 2006-06 5.07 5.08 5.11 5.29 5.15
2006-07 2.46 2.48 2.51 2.52 2006-07 5.04 5.05 5.09 5.25 5.13
2006-08 2.27 2.29 2.29 2.31 2006-08 4.82 4.83 4.88 5.08 5.00
2006-09 2.38 2.35 2.32 2.31 2006-09 4.67 4.68 4.72 4.93 4.85
2006-10 2.51 2.45 2.41 2.38 2006-10 4.69 4.69 4.73 4.94 4.85
2006-11 2.41 2.35 2.29 2.23 2006-11 4.58 4.58 4.60 4.78 4.69
2006-12 2.28 2.28 2.25 2.26 2006-12 4.53 4.54 4.56 4.78 4.68
2007-01 2.47 2.47 2.44 2.42 2007-01 4.75 4.75 4.76 4.95 4.85
2007-02 2.34 2.38 2.36 2.38 2007-02 4.71 4.71 4.72 4.93 4.82
2007-03 2.04 2.14 2.18 2.27 2007-03 4.48 4.50 4.56 4.81 4.72
2007-04 2.12 2.20 2.26 2.35 2007-04 4.59 4.62 4.69 4.95 4.87
2007-05 2.29 2.32 2.37 2.45 2007-05 4.67 4.69 4.75 4.98 4.90
2007-06 2.65 2.67 2.69 2.67 2007-06 5.03 5.05 5.10 5.29 5.20
2007-07 2.60 2.63 2.64 2.62 2007-07 4.88 4.93 5.00 5.19 5.11
2007-08 2.39 2.45 2.44 2.47 2007-08 4.43 4.53 4.67 5.00 4.93
2007-09 2.14 2.24 2.26 2.30 2007-09 4.20 4.33 4.52 4.84 4.79
2007-10 2.01 2.15 2.20 2.26 2007-10 4.20 4.33 4.53 4.83 4.77
2007-11 1.35 1.65 1.77 1.99 2007-11 3.67 3.87 4.15 4.56 4.52
2007-12 1.27 1.62 1.79 2.08 2007-12 3.49 3.74 4.10 4.57 4.53
2008-01 0.86 1.24 1.47 1.81 2008-01 2.98 3.31 3.74 4.35 4.33
2008-02 0.65 1.09 1.41 1.87 2008-02 2.78 3.21 3.74 4.49 4.52
2008-03 0.23 0.73 1.09 1.76 2008-03 2.48 2.93 3.51 4.36 4.39
2008-04 0.62 1.00 1.36 1.91 2008-04 2.84 3.19 3.68 4.44 4.44
2008-05 0.79 1.16 1.46 2.00 2008-05 3.15 3.46 3.88 4.60 4.60
2008-06 0.97 1.35 1.63 2.19 2008-06 3.49 3.73 4.10 4.74 4.69
2008-07 0.84 1.24 1.57 2.09 2008-07 3.30 3.60 4.01 4.62 4.57
2008-08 1.15 1.47 1.68 2.15 2008-08 3.14 3.46 3.89 4.53 4.50
2008-09 1.55 1.71 1.85 2.25 2008-09 2.88 3.25 3.69 4.32 4.27
2008-10 2.75 2.96 2.75 2.87 2008-10 2.73 3.19 3.81 4.45 4.17
2008-11 3.69 3.84 2.89 3.00 2008-11 2.29 2.82 3.53 4.27 4.00
2008-12 1.76 1.96 2.17 2.32 2008-12 1.52 1.89 2.42 3.18 2.87
2009-01 1.59 1.72 1.91 2.46 2009-01 1.60 1.98 2.52 3.46 3.13
2009-02 1.29 1.48 1.75 2.31 2009-02 1.87 2.30 2.87 3.83 3.59
2009-03 1.23 1.43 1.71 2.26 2009-03 1.82 2.42 2.82 3.78 3.64
2009-04 1.11 1.29 1.57 2.22 2009-04 1.86 2.47 2.93 3.84 3.76
2009-05 1.07 1.34 1.72 2.36 2009-05 2.13 2.81 3.29 4.22 4.23
2009-06 1.18 1.48 1.86 2.36 2009-06 2.71 3.37 3.72 4.51 4.52
2009-07 1.18 1.44 1.82 2.31 2009-07 2.46 3.14 3.56 4.38 4.41
2009-08 1.29 1.49 1.77 2.22 2009-08 2.57 3.21 3.59 4.33 4.37
2009-09 1.03 1.29 1.64 2.13 2009-09 2.37 3.02 3.40 4.14 4.19
2009-10 0.83 1.12 1.48 2.04 2009-10 2.33 2.96 3.39 4.16 4.19
2009-11 0.48 0.84 1.28 1.90 2009-11 2.23 2.92 3.40 4.24 4.31
2009-12 0.43 0.86 1.36 1.99 2009-12 2.34 3.07 3.59 4.40 4.49
2010-01 0.42 0.85 1.37 2.00 TIPS-30 2010-01 2.48 3.21 3.73 4.50 4.60
2010-02 0.42 0.90 1.42 2.03 2.16 2010-02 2.36 3.12 3.69 4.48 4.62
2010-03 0.56 1.08 1.51 1.98 2.15 2010-03 2.43 3.16 3.73 4.49 4.64
2010-04 0.62 1.10 1.50 1.90 2.05 2010-04 2.58 3.28 3.85 4.53 4.69
2010-05 0.41 0.86 1.31 1.72 1.83 2010-05 2.18 2.86 3.42 4.11 4.29
2010-06 0.34 0.76 1.26 1.69 1.77 2010-06 2.00 2.66 3.20 3.95 4.13
2010-07 0.34 0.73 1.24 1.80 1.87 2010-07 1.76 2.43 3.01 3.80 3.99
2010-08 0.13 0.51 1.02 1.65 1.76 2010-08 1.47 2.10 2.70 3.52 3.80
2010-09 0.13 0.46 0.91 1.58 1.66 2010-09 1.41 2.05 2.65 3.47 3.77
2010-10 -0.32 0.02 0.53 1.32 1.44 2010-10 1.18 1.85 2.54 3.52 3.87
2010-11 -0.21 0.17 0.67 1.44 1.61 2010-11 1.35 2.02 2.76 3.82 4.19
2010-12 0.21 0.65 1.04 1.67 1.89 2010-12 1.93 2.66 3.29 4.17 4.42
2011-01 0.06 0.62 1.06 1.70 1.97 2011-01 1.99 2.72 3.39 4.28 4.52
2011-02 0.25 0.84 1.24 1.85 2.13 2011-02 2.26 2.96 3.58 4.42 4.65
2011-03 -0.09 0.54 0.96 1.58 1.89 2011-03 2.11 2.80 3.41 4.27 4.51
2011-04 -0.14 0.49 0.86 1.48 1.79 2011-04 2.17 2.84 3.46 4.28 4.50
2011-05 -0.34 0.29 0.78 1.47 1.77 2011-05 1.84 2.51 3.17 4.01 4.29
2011-06 -0.38 0.21 0.76 1.53 1.78 2011-06 1.58 2.29 3.00 3.91 4.23
2011-07 -0.49 0.09 0.62 1.36 1.62 2011-07 1.54 2.28 3.00 3.95 4.27
2011-08 -0.75 -0.36 0.14 0.81 1.10 2011-08 1.02 1.63 2.30 3.24 3.65
2011-09 -0.72 -0.39 0.08 0.69 1.02 2011-09 0.90 1.42 1.98 2.83 3.18
2011-10 -0.63 -0.28 0.19 0.72 0.99 2011-10 1.06 1.62 2.15 2.87 3.13
2011-11 -0.85 -0.46 0.00 0.55 0.78 2011-11 0.91 1.45 2.01 2.72 3.02
2011-12 -0.78 -0.44 -0.03 0.56 0.78 2011-12 0.89 1.43 1.98 2.67 2.98
2012-01 -0.92 -0.55 -0.11 0.51 0.74 2012-01 0.84 1.38 1.97 2.70 3.03
2012-02 -1.11 -0.69 -0.25 0.45 0.72 2012-02 0.83 1.37 1.97 2.75 3.11
2012-03 -1.03 -0.57 -0.14 0.56 0.87 2012-03 1.02 1.56 2.17 2.94 3.28
2012-04 -1.06 -0.65 -0.21 0.50 0.79 2012-04 0.89 1.43 2.05 2.82 3.18
2012-05 -1.12 -0.79 -0.34 0.44 0.68 2012-05 0.76 1.21 1.80 2.53 2.93
2012-06 -1.05 -0.82 -0.50 0.10 0.50 2012-06 0.71 1.08 1.62 2.31 2.70
2012-07 -1.15 -0.92 -0.60 -0.01 0.39 2012-07 0.62 0.98 1.53 2.22 2.59
2012-08 -1.19 -0.94 -0.59 0.06 0.47 2012-08 0.71 1.14 1.68 2.40 2.77
2012-09 -1.47 -1.17 -0.71 0.02 0.44 2012-09 0.67 1.12 1.72 2.49 2.88
2012-10 -1.47 -1.18 -0.75 -0.01 0.41 2012-10 0.71 1.15 1.75 2.51 2.90
2012-11 -1.38 -1.13 -0.77 -0.06 0.35 2012-11 0.67 1.08 1.65 2.39 2.80
2012-12 -1.40 -1.13 -0.76 0.00 0.33 2012-12 0.70 1.13 1.72 2.47 2.88
2013-01 -1.39 -1.04 -0.61 0.20 0.48 2013-01 0.81 1.30 1.91 2.68 3.08
2013-02 -1.39 -0.94 -0.57 0.19 0.57 2013-02 0.85 1.35 1.98 2.78 3.17
2013-03 -1.43 -0.97 -0.59 0.19 0.62 2013-03 0.82 1.32 1.96 2.78 3.16
2013-04 -1.38 -0.97 -0.65 0.07 0.48 2013-04 0.71 1.15 1.76 2.55 2.93
2013-05 -1.14 -0.69 -0.36 0.35 0.72 2013-05 0.84 1.31 1.93 2.73 3.11
2013-06 -0.59 -0.21 0.25 0.98 1.21 2013-06 1.20 1.71 2.30 3.07 3.40
2013-07 -0.45 0.02 0.46 1.09 1.34 2013-07 1.40 1.99 2.58 3.31 3.61
2013-08 -0.33 0.15 0.55 1.16 1.44 2013-08 1.52 2.15 2.74 3.49 3.76
2013-09 -0.17 0.34 0.66 1.22 1.50 2013-09 1.60 2.22 2.81 3.53 3.79
2013-10 -0.41 0.11 0.43 1.05 1.37 2013-10 1.37 1.99 2.62 3.38 3.68
2013-11 -0.38 0.18 0.55 1.20 1.51 2013-11 1.37 2.07 2.72 3.50 3.80
2013-12 -0.09 0.47 0.74 1.32 1.61 2013-12 1.58 2.29 2.90 3.63 3.89
2014-01 -0.09 0.45 0.63 1.17 1.44 2014-01 1.65 2.29 2.86 3.52 3.77
2014-02 -0.26 0.30 0.55 1.12 1.40 2014-02 1.52 2.15 2.71 3.38 3.66
2014-03 -0.14 0.37 0.56 1.05 1.33 2014-03 1.64 2.23 2.72 3.35 3.62
2014-04 -0.11 0.38 0.54 0.98 1.23 2014-04 1.70 2.27 2.71 3.27 3.52
2014-05 -0.34 0.21 0.37 0.82 1.08 2014-05 1.59 2.12 2.56 3.12 3.39
2014-06 -0.29 0.23 0.37 0.84 1.11 2014-06 1.68 2.19 2.60 3.15 3.42
2014-07 -0.27 0.18 0.28 0.72 0.98 2014-07 1.70 2.17 2.54 3.07 3.33
2014-08 -0.21 0.15 0.22 0.64 0.90 2014-08 1.63 2.08 2.42 2.94 3.20
2014-09 0.10 0.38 0.46 0.81 1.05 2014-09 1.77 2.22 2.53 3.01 3.26
2014-10 0.06 0.32 0.38 0.74 0.96 2014-10 1.55 1.98 2.30 2.77 3.04
2014-11 0.14 0.37 0.45 0.77 0.99 2014-11 1.62 2.03 2.33 2.76 3.04
2014-12 0.37 0.47 0.51 0.73 0.89 2014-12 1.64 1.98 2.21 2.55 2.83
2015-01 0.17 0.24 0.27 0.50 0.66 2015-01 1.37 1.67 1.88 2.20 2.46
2015-02 0.11 0.22 0.26 0.52 0.73 2015-02 1.47 1.79 1.98 2.34 2.57
2015-03 0.04 0.23 0.28 0.55 0.73 2015-03 1.52 1.84 2.04 2.41 2.63
2015-04 -0.26 -0.01 0.08 0.42 0.65 2015-04 1.35 1.69 1.94 2.33 2.59
2015-05 -0.10 0.27 0.33 0.70 0.96 2015-05 1.54 1.93 2.20 2.69 2.96
2015-06 0.05 0.39 0.50 0.89 1.13 2015-06 1.68 2.10 2.36 2.85 3.11
2015-07 0.14 0.42 0.50 0.87 1.11 2015-07 1.63 2.04 2.32 2.77 3.07
2015-08 0.31 0.49 0.56 0.87 1.08 2015-08 1.54 1.91 2.17 2.55 2.86
2015-09 0.33 0.52 0.65 1.01 1.24 2015-09 1.49 1.88 2.17 2.62 2.95
2015-10 0.21 0.39 0.57 0.98 1.22 2015-10 1.39 1.76 2.07 2.50 2.89
2015-11 0.40 0.55 0.69 1.03 1.25 2015-11 1.67 2.02 2.26 2.69 3.03
2015-12 0.46 0.59 0.73 1.06 1.26 2015-12 1.70 2.04 2.24 2.61 2.97
2016-01 0.33 0.49 0.67 1.05 1.26 2016-01 1.52 1.85 2.09 2.49 2.86
2016-02 0.14 0.30 0.47 0.85 1.09 2016-02 1.22 1.53 1.78 2.20 2.62 AVA UG 305
2016-03 -0.03 0.16 0.34 0.73 0.99 2016-03 1.38 1.68 1.89 2.28 2.68
2016-04 -0.22 -0.03 0.19 0.60 0.86 2016-04 1.26 1.57 1.81 2.21 2.62
2016-05 -0.22 -0.04 0.21 0.64 0.86 2016-05 1.30 1.60 1.81 2.22 2.63
2016-06 -0.27 -0.07 0.17 0.63 0.82 2016-06 1.17 1.44 1.64 2.02 2.45
2016-07 -0.32 -0.16 0.04 0.42 0.61 2016-07 1.07 1.33 1.50 1.82 2.23
2016-08 -0.17 -0.06 0.09 0.43 0.62 2016-08 1.13 1.40 1.56 1.89 2.26
2016-09 -0.17 -0.05 0.12 0.47 0.64 2016-09 1.18 1.46 1.63 2.02 2.35
2016-10 -0.26 -0.10 0.10 0.49 0.69 2016-10 1.27 1.56 1.76 2.17 2.50
2016-11 -0.07 0.11 0.32 0.69 0.86 2016-11 1.60 1.93 2.14 2.54 2.86 AVA UG 325
2016-12 0.15 0.36 0.56 0.89 1.04 2016-12 1.96 2.29 2.49 2.84 3.11

Inflation
IndexedYear H.15 ID H.15 IDYear H.15 ID Year Inflation

Indexed H.15 ID Year

http://federalreserve.gov/releases/h15/data.htm
http://federalreserve.gov/releases/h15/data.htm
https://www.federalreserve.gov/datadownload/Choose.aspx?rel=H15
https://www.federalreserve.gov/datadownload/Choose.aspx?rel=H15
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1965q4

71S.2
7S2.4
750.2
773.1

3,873.5
3,925.4

4,006.2
4,100.6

14,234.2
14,613.8
14,873.7
14,830.4
14.41B.7

1966q1
19B6q2
19S6q3
196Sq4

797.3
807.2
820.S
334,9

4,201.9
4,219.1
4,249.2
4.2B5.S

14,783,8
is,o20.e
15,354.6
15,612.2
1.5,982.3

1967q1
1967q2
1967q3
1967q4

346,0
B51.1

B83.2

4.324.9
4,328,7
4.3GS.1

4.401.2

9.09908S

rGDPbanarrayiof expendifaire
; and income dalacollecled by
, BEAdtredly and through other

government agencies.

I 1
CefsjTsya

9.102454
9.106800

~9.mss4
9.129S10

9.17507G
9.184836
9.198409

~9;215577

16,397.2

1968q1
1966q2
1968q3

911.1
936.3
952.3
970.1

4,490.6

4.565.4

4,539.3
4,619.8

1969q1
1969q2
1969q3

995.4
1.011,4
1,032.0
1,040.7

4,631.6
4,706.7
4,736.1
4,715.5

1970q1
1970q2
1970q3

^!970q4

1,053.5
1,070.1
i,osa.s
1,091.5

4,707,1
4,715,4
4,757.2
4.708.3

1971q1
1971q2
1971q3

_1971q4

1,137.8
1,159.4
1,130,3
l,ia3.e

4,334,3
4,861.9
4,900.0
4,914.3

1972q1
1972q2
1972q3
1972q4

1,233.8

1,270.1
1,233.8
1,332.0

5,002.4

5,116.3
5,165.4
5,251.2

9,233072

July 31,2013,14th Comprehenswe Sianilicant Revision:
BEA revised its tables back (o 1929 in to order to count:

1 Artistic Works
2 Research and Development

as Capital Investments Ihat Depreciate Over Time
rather than one time expenditures

From an Economy based on
(Industry and Manufacturing )

to one based an

(Knowledge and [nformation)

This comprehensive revision did pot cause a large percentage jump.

The relative difference of actual amounts overtime changed little.

9.357087

9.389532
9.402043
9.419247

39
100

1973q1
1973q2
1973q3
1973q4

1.3B0.7

1,417,6

1,43S.S
1,473.1

5,360.5
5,441.5
5,411.9
5,462.4

1974q1
1974q2
1974q3
1974q4

1,494.7
1,534.2
1,563.4
1,6D3.0

5,417.0
5,431.3
5,378.7
5,357.2

1975q1
1975q2
1975q3
1975q4

1,619.6
1,656.4
1,713.8
1,765.9

5,292,4
5,333,2
5,421:4
5,494.4

W6q1
1976q2
1976q3

_197Bq4

1,624.S
1,856,S

1,890.5

1,936.4

5,618,5
5,661.0

5,6BS.B
5,732.5

1977q1
1977q2
1977q3
1977d4

1,992.5
2,060.2
2,122.4
2,168.7

5,799,2
5,913.0
5,017.6
5,018.2

1978q1
1978q2
197Sq3

2,208.7
2,336.6

2,398.9

2,482.2

6,039.2

6,274.0
S,33S.3
6,420.3

1S79q1
137Sq2
1979q3
1979q4

2,531.6
2,595.9
2,670.4
2,730.7

S.433.D
S.440.3
6,487.1
5,503.9

ISSUql
19SOq2
19BOq3

2,736.5
2,799.9
2,860.0

2,993.5

B.S24.9
6,392.6
6.382.9

6,5011
1981q1
1S81q2
1981q3

3,131.8

3,167.3
3.2S1.2
3,283.5

B.B35.7
6,587.3
6,662.9

6,585.1
1982C]1
1SB2C]2
1962q3

3,273.8
3,331.3

3,367.1
3,407.8

5,475.0
6,510.2
G.486.8
5,493.1

1983q1
19G3q2
19B3q3

3,480.3
3,5B3,8
3,B92.3

6,578.2
6,728.3
6,860.0

101
102
103
104

3.447000
9.449775

9.464440
9,459299

9,525604
9.534653

105
106
107
103
109
110
111
112
113
114
us
116
117
118
119
120
121
122
123
124
125
126
127
128

9.573135

S.588955
9,595752
9.597370
9.604994

9,G152S9

9.GOS553

9.57-1395
9:575157

9,59S720

12S
130
131
132
133
134
135
136
137
13B
139
140
141
142
143
144
145
146
147

9.623412
9.635020
9.639G7S

9.646073

9.667379
9.664405

-9:697017
9.703462
9.706379

9.712630 I
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1983q4
1984q1
1984q2
1964q3
19S4q4
19S5q1
1985q2
1S85q3
1985c[4
19S6q1
198Sq2
19B6q3
1985q4
1SB7C]1
1987q2
1987q3
19S7q4
1988q1
1988q2
1986q3
19eSq4
ISBSql
1SS9q2
1989q3
19B9q4
1990q1
1990q2
1990q3
1990q4
ISSIql
1891q2
1991q3
1991q4
1992q1
1992q2
1992q3
1992q4
199301
1993q2
1993q3

.1993q4_

1994q1
1994q2
1934q3
1994q4
1995q1
1395q2
1995q3
1995q4
1996q1
1996q2
1996q3

. 199Sc]4_

19S7q1
1997q2
1997q3
1997q't
19S8q1
1998q2
1998q3

_L998_q4_

1999q1
1999q2
1999q3
1999q4
2000q1
2a00q2
2000q3
2000a4
2001q1
2001q2
2001q3
2001q4
2002q1
2002q2
2D02q3
2002q4
20Q3q1
2003q2
2003q3
2003ci4
2004q1
2004q2
2004q3
2004q4
2005q1
Z005q2
2005q3
2005q4
2D06q1
20DGq2
2006q3
2006q4
2007q1
20a7q2
2007q3
2007a4
2008q1
2008q2
2008q3

_?006q4_

200Sq1
2009q2
2009q3
2_009q4'

201Oql
20-t0q2
2010q3

..20.-t.0q4.

2011q1
2011q2
2011 q3
2011q4
2012q1
2012q2
2012q3
2012q4
2013q1
2013q2
2013q3

-?-°i-3g4_
20Uq1
20Uq2
2014q3

_2014a4
2015q1
2015q2
2015q3
2015q4
201 Sql
201Gq2
2D16q3

3,795.1

3,912.8

4,015.0

4,087.4
4,147.5
4,237.0

4,302.3

4,334.6

4,453.1..

4,516.3
4,555.2

4,619.8

4,669.4

4,736.2
4,621.5
4,300.5
S.022.7
5,090.6

5,207.7

5,299.5-

5,412.7
5,527.4
S.628.4

5,71 i.e
5.'''63,4.

5,890.8

5,974.7

6,029.5

6,023.3

6,054.9

6,U3.S
6,218.4
6,279,3

e,3BD,e

e.432,3
e.sse.s-

6,697.6
6,748.2
S,823.6
6,904.2

_7,032,S

7,136.3

7,269.8

7,352.3

7.476.7

7,545,3

7,604.9
7,706.5

7,799.5

7,893.1

8,061.5

8,159.0

B.287.1
6,402.1
3,551.9

3,691.8
S,7S8.3
s,aas.7

8,994.7
9,146.5

_9i.325.7.

6,447.1
9,557.0

9,712.3

9,926.1

10,031.0
10,276.3
10,357.4

.10.472,3

10,506.1
10,638.4
10,639.5
10,701.3
10,834.4
10,934.8
11,037.1
11,103.8
11,230.1
11,370.7
11,625.1
n.eie.B

11,383.4
12,181.4
12,367,7
12,552.2
12,813.7
12,374.1
13,205.4
13,381.6
13,648.9
13,799.8
13,908.5
14,066.4
14,233,2
14,422.3
U,5BS.7
14,685.3
14,668.4
14,813,0
14,843,0
14,549.3
14,383.9
14,340.4
14,384.1
14,566.5
14,681.1
14,886.6
15,057.7

.15,230.2

15.238.4
15,460.9
15,587.1
15,785.3
15,373.9
16,121.9
16,227.9
16,297.3
16,475.4
16,541.4
16,743.3
ie.939.9
17,025.2
17,285.6
17,569.4
17,892.2
17,783.6
17,998.3
18,141.9
18,222.8
18.281.B
18,450.1
16,675.3

7,001.5

7,U0.5

7,266.0

7,337.5
7,396.0
7,459.5
7,537.9

7,655.2

.7i7-[2A

7,784.1
7,819.8

7,898.6

7,939,5
7,995.0
8,084.7

a,ise.o
8,292.7

3,339.3

8,449.5

8,498.3
8,610.9
B,S97.7
8,766.1
8,831.5

8,850.2

8,947.1
8,981.7

3,983,9

8,907.4

8,66S.6
8,934.4
8,977.3
9.016.4

9,123.0
9.223.5
9,313.2

.9,406.5

9,424.1
9,430.1
9,526.3

9,553.5

9,748.2

9,881.4
9,938.7

.10,052.5

10,086.9
ia.122.1
10,208.3
10,281,2
10,348,7
10,529.4
10,626.8
10,739.1
10,B20,9
10,9B4,2
11,124.0
11,210.3

11,321.2
11,431.0
11,5SO,S

11,770.7
11,864.7
11,9S2.5
12,113.1

^2s323,3.

12,359.1
12,592,5
12,607.7
12,679.3
12,643.3
12,710.3
12,570.1
12,705.3
12,822.3
12,693.0
12.955.8

_12,954.0

13,031.2
13,152,1
13,372,4
13,52B,7
13,606.5
13,706.2
13,330.8
13,350.4
14,033.1
14,172,7
14,231.3
14,373.4
14.546.1
Hsag.e
14,602.6
1.4,716.9

14,726.0
14,638.7
14,933.5
.14,991.8

14,889.5
14,363.4
14,831.6
14,577.0
U,375.a
14,355.6
14,402.5
14,541.9
14,604.8
14,745.9
U.B45.S

U.939.0

U.BB1.3

14,989.6
15,02-1.1

15,190.3
15,231.0
15,362.4
15,380,3
15,384,3
15,491.9
15,521.6
15,641.3
15,793.9
15,747.0
15.300.B
1G.094.5
16,186.7

16,269.0
13,374.2
16,454.3

JlS,490.7
16,525.0
16,583.1

_16,727.0

w
19
so
51
S2
5S
E4
55
56
57
SB
E9
60
G1
62
63
64
6S
66
G7
68
63
7D
71
72
73
74
7S
76
77
78
79
BO
ai
az
S3
S4
SB
86
ST
88
SB
so
91
3Z
S3
.34

.95
; as

197
19S
199
100
;D1
'.02

i03
!Q4
!05
i06
i07
'08

i09
1-10

in

m
113
;u
£15
El 6
217
;1S
219
220
221
222
123
12A
£2S
i26
£27
zzs
229
230
231
Z3;
233
234
23S
23t
Z37
23&
Z3E
Z4[
Z41
24S
24;
24;

24;
24E
24-i

24E
2W.

25C
251
2K
25:
25'

25;
Z5E
2S-1

ZS!
zs;
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Current-Dollar and "Real" Gross Domestic Product (GDP)

Annual Quarterly
http://www.bea.gov/national/index.htm   (Seasonally adjusted annual rates) Average 5.46% Nominal

Yr
GDP in billions 

of current 
dollars

GDP in billions 
of chained 2009 

dollars
Quarter

GDP in 
billions of 

current 
dollars

GDP in 
billions of 

chained 2009 
dollars

Qtr# Average 2.63% Real

1929 104.6 1,056.6 1947q1 243.1 1,934.5 1 1 8.783381 1980

1930 92.2 966.7 1947q2 246.3 1,932.3 2 2 8.762896 2.80%
1931 77.4 904.8 1947q3 250.1 1,930.3 3 3 8.761378
1932 59.5 788.2 1947q4 260.3 1,960.7 4 4 8.779742 SUMMARY OUTPUT
1933 57.2 778.3 1948q1 266.2 1,989.5 5 5 8.800219 1981
1934 66.8 862.2 1948q2 272.9 2,021.9 6 6 8.792899 Regression Statistics
1935 74.3 939.0 1948q3 279.5 2,033.2 7 7 8.804310 Multiple R 0.987369563
1936 84.9 1,060.5 1948q4 280.7 2,035.3 8 8 8.792565 R Square 0.974898655
1937 93.0 1,114.6 1949q1 275.4 2,007.5 9 9 8.775704 1982 Adjusted R Square 0.974725542
1938 87.4 1,077.7 1949q2 271.7 2,000.8 10 10 8.781125 Standard Error 0.047411547
1939 93.5 1,163.6 1949q3 273.3 2,022.8 11 11 8.777525 Observations 147
1940 102.9 1,266.1 1949q4 271.0 2,004.7 12 12 8.778495
1941 129.4 1,490.3 1950q1 281.2 2,084.6 13 13 8.791516 1983 ANOVA
1942 166.0 1,771.8 1950q2 290.7 2,147.6 14 14 8.814078 df SS MS F Significance F
1943 203.1 2,073.7 1950q3 308.5 2,230.4 15 15 8.833463 Regression 1 12.65898051 12.65898051 5631.582812 6.3677E-118
1944 224.6 2,239.4 1950q4 320.3 2,273.4 16 16 8.853880 Residual 145 0.325938947 0.002247855
1945 228.2 2,217.8 1951q1 336.4 2,304.5 17 17 8.873552 1984 Total 146 12.98491946
1946 227.8 1,960.9 1951q2 344.5 2,344.5 18 18 8.890961
1947 249.9 1,939.4 1951q3 351.8 2,392.8 19 19 8.900753 Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95.0% Upper 95.0%
1948 274.8 2,020.0 1951q4 356.6 2,398.1 20 20 8.908695 Intercept 8.790216674 0.00786095 1118.213012 3.02E-287 8.774679824 8.805753524 8.774679824 8.805753524
1949 272.8 2,008.9 1952q1 360.2 2,423.5 21 21 8.918583 1985 X Variable 1 0.006915507 9.21529E-05 75.04387258 6.3677E-118 0.006733371 0.007097644 0.006733371 0.007097644
1950 300.2 2,184.0 1952q2 361.4 2,428.5 22 22 8.927699
1951 347.3 2,360.0 1952q3 368.1 2,446.1 23 23 8.943140
1952 367.7 2,456.1 1952q4 381.2 2,526.4 24 24 8.950611
1953 389.7 2,571.4 1953q1 388.5 2,573.4 25 25 8.959838 1986
1954 391.1 2,556.9 1953q2 392.3 2,593.5 26 26 8.964414
1955 426.2 2,739.0 1953q3 391.7 2,578.9 27 27 8.974441
1956 450.1 2,797.4 1953q4 386.5 2,539.8 28 28 8.979606
1957 474.9 2,856.3 1954q1 385.9 2,528.0 29 29 8.986572 1987
1958 482.0 2,835.3 1954q2 386.7 2,530.7 30 30 8.997729
1959 522.5 3,031.0 1954q3 391.6 2,559.4 31 31 9.006754
1960 543.3 3,108.7 1954q4 400.3 2,609.3 32 32 9.023131
1961 563.3 3,188.1 1955q1 413.8 2,683.8 33 33 9.028735 1988
1962 605.1 3,383.1 1955q2 422.2 2,727.5 34 34 9.041863
1963 638.6 3,530.4 1955q3 430.9 2,764.1 35 35 9.047621
1964 685.8 3,734.0 1955q4 437.8 2,780.8 36 36 9.060784
1965 743.7 3,976.7 1956q1 440.5 2,770.0 37 37 9.070814 1989
1966 815.0 4,238.9 1956q2 446.8 2,792.9 38 38 9.078647
1967 861.7 4,355.2 1956q3 452.0 2,790.6 39 39 9.086080
1968 942.5 4,569.0 1956q4 461.3 2,836.2 40 40 9.088195
1969 1,019.9 4,712.5 1957q1 470.6 2,854.5 41 41 9.099085 1990
1970 1,075.9 4,722.0 1957q2 472.8 2,848.2 42 42 9.102944 Note July 31, 2013, 14th Comprehensive Significant Revision:
1971 1,167.8 4,877.6 1957q3 480.3 2,875.9 43 43 9.103189 BEA revised its tables back to 1929 in to order to count:
1972 1,282.4 5,134.3 1957q4 475.7 2,846.4 44 44 9.094638 1 Artistic Works
1973 1,428.5 5,424.1 1958q1 468.4 2,772.7 45 45 9.089934 1991 2 Research and Development
1974 1,548.8 5,396.0 1958q2 472.8 2,790.9 46 46 9.097664 as Capital Investments that Depreciate Over Time
1975 1,688.9 5,385.4 1958q3 486.7 2,855.5 47 47 9.102454 rather than one time expenditures
1976 1,877.6 5,675.4 1958q4 500.4 2,922.3 48 48 9.106800
1977 2,086.0 5,937.0 1959q1 511.1 2,976.6 49 49 9.118554 1992 From an Economy based on 
1978 2,356.6 6,267.2 1959q2 524.2 3,049.0 50 50 9.129510 ( Industry and Manufacturing )
1979 2,632.1 6,466.2 1959q3 525.2 3,043.1 51 51 9.139188 to one based on
1980 2,862.5 6,450.4 1959q4 529.3 3,055.1 52 52 9.149156 ( Knowledge and Information )
1981 3,211.0 6,617.7 1960q1 543.3 3,123.2 53 53 9.151026 1993
1982 3,345.0 6,491.3 1960q2 542.7 3,111.3 54 54 9.156950 This comprehensive revision did not cause a large percentage jump.
1983 3,638.1 6,792.0 1960q3 546.0 3,119.1 55 55 9.161812 The relative difference of actual amounts over time changed little.
1984 4,040.7 7,285.0 1960q4 541.1 3,081.3 56 56 9.175076
1985 4,346.7 7,593.8 1961q1 545.9 3,102.3 57 57 9.184838 1994
1986 4,590.2 7,860.5 1961q2 557.4 3,159.9 58 58 9.198409
1987 4,870.2 8,132.6 1961q3 568.2 3,212.6 59 59 9.204292
1988 5,252.6 8,474.5 1961q4 581.6 3,277.7 60 60 9.215577
1989 5,657.7 8,786.4 1962q1 595.2 3,336.8 61 61 9.218993 1995
1990 5,979.6 8,955.0 1962q2 602.6 3,372.7 62 62 9.222476
1991 6,174.0 8,948.4 1962q3 609.6 3,404.8 63 63 9.231005
1992 6,539.3 9,266.6 1962q4 613.1 3,418.0 64 64 9.238072
1993 6,878.7 9,521.0 1963q1 622.7 3,456.1 65 65 9.244616 1996
1994 7,308.8 9,905.4 1963q2 631.8 3,501.1 66 66 9.261927
1995 7,664.1 10,174.8 1963q3 645.0 3,569.5 67 67 9.271134
1996 8,100.2 10,561.0 1963q4 654.8 3,595.0 68 68 9.281647
1997 8,608.5 11,034.9 1964q1 671.1 3,672.7 69 69 9.289235 1997
1998 9,089.2 11,525.9 1964q2 680.8 3,716.4 70 70 9.304213
1999 9,660.6 12,065.9 1964q3 692.8 3,766.9 71 71 9.316860
2000 10,284.8 12,559.7 1964q4 698.4 3,780.2 72 72 9.324588
2001 10,621.8 12,682.2 1965q1 719.2 3,873.5 73 73 9.334432 1998
2002 10,977.5 12,908.8 1965q2 732.4 3,926.4 74 74 9.344084
2003 11,510.7 13,271.1 1965q3 750.2 4,006.2 75 75 9.357087
2004 12,274.9 13,773.5 1965q4 773.1 4,100.6 76 76 9.373369
2005 13,093.7 14,234.2 1966q1 797.3 4,201.9 77 77 9.381323 1999
2006 13,855.9 14,613.8 1966q2 807.2 4,219.1 78 78 9.389532
2007 14,477.6 14,873.7 1966q3 820.8 4,249.2 79 79 9.402043
2008 14,718.6 14,830.4 1966q4 834.9 4,285.6 80 80 9.419247
2009 14,418.7 14,418.7 1967q1 846.0 4,324.9 81 81 9.422148 2000
2010 14,964.4 14,783.8 1967q2 851.1 4,328.7 82 82 9.440857
2011 15,517.9 15,020.6 1967q3 866.6 4,366.1 83 83 9.442063
2012 16,155.3 15,354.6 1967q4 883.2 4,401.2 84 84 9.447726
2013 16,691.5 15,612.2 1968q1 911.1 4,490.6 85 85 9.444883 2001
2014 17,393.1 15,982.3 1968q2 936.3 4,566.4 86 86 9.450168
2015 18,036.6 16,397.2 1968q3 952.3 4,599.3 87 87 9.447000

1968q4 970.1 4,619.8 88 88 9.449775
1969q1 995.4 4,691.6 89 89 9.458941 2002
1969q2 1,011.4 4,706.7 90 90 9.464440
1969q3 1,032.0 4,736.1 91 91 9.469299
1969q4 1,040.7 4,715.5 92 92 9.469932
1970q1 1,053.5 4,707.1 93 93 9.475102 2003
1970q2 1,070.1 4,715.4 94 94 9.484337
1970q3 1,088.5 4,757.2 95 95 9.500948
1970q4 1,091.5 4,708.3 96 96 9.512569
1971q1 1,137.8 4,834.3 97 97 9.518303 2004
1971q2 1,159.4 4,861.9 98 98 9.525604
1971q3 1,180.3 4,900.0 99 99 9.534653
1971q4 1,193.6 4,914.3 100 100 9.543263
1972q1 1,233.8 5,002.4 101 101 9.553866 2005
1972q2 1,270.1 5,118.3 102 102 9.559073
1972q3 1,293.8 5,165.4 103 103 9.567441
1972q4 1,332.0 5,251.2 104 104 9.573135
1973q1 1,380.7 5,380.5 105 105 9.585078 2006
1973q2 1,417.6 5,441.5 106 106 9.588064
1973q3 1,436.8 5,411.9 107 107 9.588955
1973q4 1,479.1 5,462.4 108 108 9.596752
1974q1 1,494.7 5,417.0 109 109 9.597370 2007
1974q2 1,534.2 5,431.3 110 110 9.604994
1974q3 1,563.4 5,378.7 111 111 9.611697
1974q4 1,603.0 5,357.2 112 112 9.615259
1975q1 1,619.6 5,292.4 113 113 9.608412 2008
1975q2 1,656.4 5,333.2 114 114 9.613362
1975q3 1,713.8 5,421.4 115 115 9.608553
1975q4 1,765.9 5,494.4 116 116 9.587200
1976q1 1,824.5 5,618.5 117 117 9.573246 2009
1976q2 1,856.9 5,661.0 118 118 9.571895
1976q3 1,890.5 5,689.8 119 119 9.575157
1976q4 1,938.4 5,732.5 120 120 9.584789
1977q1 1,992.5 5,799.2 121 121 9.589106 2010
1977q2 2,060.2 5,913.0 122 122 9.598720
1977q3 2,122.4 6,017.6 123 123 9.605452
1977q4 2,168.7 6,018.2 124 124 9.611731
1978q1 2,208.7 6,039.2 125 125 9.607861 2011
1978q2 2,336.6 6,274.0 126 126 9.615112
1978q3 2,398.9 6,335.3 127 127 9.617211
1978q4 2,482.2 6,420.3 128 128 9.628412
1979q1 2,531.6 6,433.0 129 129 9.635020 2012
1979q2 2,595.9 6,440.8 130 130 9.639678
1979q3 2,670.4 6,487.1 131 131 9.640875
1979q4 2,730.7 6,503.9 132 132 9.641103
1980q1 2,796.5 6,524.9 133 133 9.648073 2013
1980q2 2,799.9 6,392.6 134 134 9.649988
1980q3 2,860.0 6,382.9 135 135 9.657670
1980q4 2,993.5 6,501.2 136 136 9.667379
1981q1 3,131.8 6,635.7 137 137 9.664405 2014
1981q2 3,167.3 6,587.3 138 138 9.674125
1981q3 3,261.2 6,662.9 139 139 9.686233
1981q4 3,283.5 6,585.1 140 140 9.691945
1982q1 3,273.8 6,475.0 141 141 9.697017 2015
1982q2 3,331.3 6,510.2 142 142 9.703462
1982q3 3,367.1 6,486.8 143 143 9.708379

1980 through 2016 Q3

OLS Regression

Annualized Real LN GPD Q

Bureau of Economic Analysis (BEA) Staff Accessed 
January 6, 2017

http://www.bea.gov/national/index.htm


Mountain Home UW 172 GRC Historical GDP Growth Staff/204 Muldoon/1

Historical GDP Growth Page 2 of 3 Pages Historical GDP Growth

1982q4 3,407.8 6,493.1 144 144 9.710552
1983q1 3,480.3 6,578.2 145 145 9.712630 2016
1983q2 3,583.8 6,728.3 146 146 9.716139
1983q3 3,692.3 6,860.0 147 147 9.724779



Mountain Home UW 172 GRC Historical GDP Growth Staff/204 Muldoon/1

Historical GDP Growth Page 3 of 3 Pages Historical GDP Growth

1983q4 3,796.1 7,001.5 148
1984q1 3,912.8 7,140.6 149
1984q2 4,015.0 7,266.0 150
1984q3 4,087.4 7,337.5 151
1984q4 4,147.6 7,396.0 152
1985q1 4,237.0 7,469.5 153
1985q2 4,302.3 7,537.9 154
1985q3 4,394.6 7,655.2 155
1985q4 4,453.1 7,712.6 156
1986q1 4,516.3 7,784.1 157
1986q2 4,555.2 7,819.8 158
1986q3 4,619.6 7,898.6 159
1986q4 4,669.4 7,939.5 160
1987q1 4,736.2 7,995.0 161
1987q2 4,821.5 8,084.7 162
1987q3 4,900.5 8,158.0 163
1987q4 5,022.7 8,292.7 164
1988q1 5,090.6 8,339.3 165
1988q2 5,207.7 8,449.5 166
1988q3 5,299.5 8,498.3 167
1988q4 5,412.7 8,610.9 168
1989q1 5,527.4 8,697.7 169
1989q2 5,628.4 8,766.1 170
1989q3 5,711.6 8,831.5 171
1989q4 5,763.4 8,850.2 172
1990q1 5,890.8 8,947.1 173
1990q2 5,974.7 8,981.7 174
1990q3 6,029.5 8,983.9 175
1990q4 6,023.3 8,907.4 176
1991q1 6,054.9 8,865.6 177
1991q2 6,143.6 8,934.4 178
1991q3 6,218.4 8,977.3 179
1991q4 6,279.3 9,016.4 180
1992q1 6,380.8 9,123.0 181
1992q2 6,492.3 9,223.5 182
1992q3 6,586.5 9,313.2 183
1992q4 6,697.6 9,406.5 184
1993q1 6,748.2 9,424.1 185
1993q2 6,829.6 9,480.1 186
1993q3 6,904.2 9,526.3 187
1993q4 7,032.8 9,653.5 188
1994q1 7,136.3 9,748.2 189
1994q2 7,269.8 9,881.4 190
1994q3 7,352.3 9,939.7 191
1994q4 7,476.7 10,052.5 192
1995q1 7,545.3 10,086.9 193
1995q2 7,604.9 10,122.1 194
1995q3 7,706.5 10,208.8 195
1995q4 7,799.5 10,281.2 196
1996q1 7,893.1 10,348.7 197
1996q2 8,061.5 10,529.4 198
1996q3 8,159.0 10,626.8 199
1996q4 8,287.1 10,739.1 200
1997q1 8,402.1 10,820.9 201
1997q2 8,551.9 10,984.2 202
1997q3 8,691.8 11,124.0 203
1997q4 8,788.3 11,210.3 204
1998q1 8,889.7 11,321.2 205
1998q2 8,994.7 11,431.0 206
1998q3 9,146.5 11,580.6 207
1998q4 9,325.7 11,770.7 208
1999q1 9,447.1 11,864.7 209
1999q2 9,557.0 11,962.5 210
1999q3 9,712.3 12,113.1 211
1999q4 9,926.1 12,323.3 212
2000q1 10,031.0 12,359.1 213
2000q2 10,278.3 12,592.5 214
2000q3 10,357.4 12,607.7 215
2000q4 10,472.3 12,679.3 216
2001q1 10,508.1 12,643.3 217
2001q2 10,638.4 12,710.3 218
2001q3 10,639.5 12,670.1 219
2001q4 10,701.3 12,705.3 220
2002q1 10,834.4 12,822.3 221
2002q2 10,934.8 12,893.0 222
2002q3 11,037.1 12,955.8 223
2002q4 11,103.8 12,964.0 224
2003q1 11,230.1 13,031.2 225
2003q2 11,370.7 13,152.1 226
2003q3 11,625.1 13,372.4 227
2003q4 11,816.8 13,528.7 228
2004q1 11,988.4 13,606.5 229
2004q2 12,181.4 13,706.2 230
2004q3 12,367.7 13,830.8 231
2004q4 12,562.2 13,950.4 232
2005q1 12,813.7 14,099.1 233
2005q2 12,974.1 14,172.7 234
2005q3 13,205.4 14,291.8 235
2005q4 13,381.6 14,373.4 236
2006q1 13,648.9 14,546.1 237
2006q2 13,799.8 14,589.6 238
2006q3 13,908.5 14,602.6 239
2006q4 14,066.4 14,716.9 240
2007q1 14,233.2 14,726.0 241
2007q2 14,422.3 14,838.7 242
2007q3 14,569.7 14,938.5 243
2007q4 14,685.3 14,991.8 244
2008q1 14,668.4 14,889.5 245
2008q2 14,813.0 14,963.4 246
2008q3 14,843.0 14,891.6 247
2008q4 14,549.9 14,577.0 248
2009q1 14,383.9 14,375.0 249
2009q2 14,340.4 14,355.6 250
2009q3 14,384.1 14,402.5 251
2009q4 14,566.5 14,541.9 252
2010q1 14,681.1 14,604.8 253
2010q2 14,888.6 14,745.9 254
2010q3 15,057.7 14,845.5 255
2010q4 15,230.2 14,939.0 256
2011q1 15,238.4 14,881.3 257
2011q2 15,460.9 14,989.6 258
2011q3 15,587.1 15,021.1 259
2011q4 15,785.3 15,190.3 260
2012q1 15,973.9 15,291.0 261
2012q2 16,121.9 15,362.4 262
2012q3 16,227.9 15,380.8 263
2012q4 16,297.3 15,384.3 264
2013q1 16,475.4 15,491.9 265
2013q2 16,541.4 15,521.6 266
2013q3 16,749.3 15,641.3 267
2013q4 16,999.9 15,793.9 268
2014q1 17,025.2 15,747.0 269
2014q2 17,285.6 15,900.8 270
2014q3 17,569.4 16,094.5 271
2014q4 17,692.2 16,186.7 272
2015q1 17,783.6 16,269.0 273
2015q2 17,998.3 16,374.2 274
2015q3 18,141.9 16,454.9 275
2015q4 18,222.8 16,490.7 276
2016q1 18,281.6 16,525.0 276
2016q2 18,450.1 16,583.1 276
2016q3 18,675.3 16,727.0 276
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October 13, 2017 1782
Stocks in the Water Utility Industry have per-

formed well of late. This is unusual as the equities
in the group have historically been considered
defensive investments. Demand would mostly
come from conservative, income-oriented ac-
counts seeking high yields, low volatility, vrell-
defined earnings, and healthy dividend growth
prospects. Typically, shares of these companies
would lag the broader market averages during
bull markets and outperform when equities were
under pressure. We attribute part of the strong
showing to the small market capitalization of the
industry as a whole. There are only nine members
of this group and four of the companies are very
small. Hence, we think demand for these stocks
outweighs the supply. Consequently, investors
have to pay a premium to be owners of water
equities.

The Industry is ranked in the bottom quartile of
the almost 100 industries followed by Value Line.

Are Water Stocks Still A Yield Play?

Much like electric utilities, water utility stocks have
long drawn the interest of investors seeking high current
income and the potential for dividend growth. (This is an
attraction held by equities that traditional bonds with
fixed coupons do not possess.) Over the past few years,
however, the value of the stocks in this industry have
performed well, despite the bull market. Indeed, the
yield on the eight regulated water utilities (excludes
Consolidated Watei} has declined to such an extent that
the average yield is now less than the Value Line
median. Treasury notes and bonds compete with stocks
that pay good dividends for funds from income-oriented
investors. Shorter maturities on the yield curve have
seen theif yields rise steadily as the Federal Reserve
seeks to end its nearly decade-long accommodative mon-
etary policy. The yield on the longer- maturities bonds
has also been moving up. Though the 10-year bond has
backed up almost 30 basis points in the last month
alone, it still remains at a low historical level of about
2.35%. We urge Investors to monitor this bond as high-
yielding stocks may not perform well should the rate on
this bond move higher.

Profits And Dividends

Water companies are posting decent annual increases
in share earnings and what they are paying out to
investors. While the current yields have plummeted,
cash generation should be sufficient to support yearly
dividend hikes from 4% to 10%, with the average some-
where around 6%-7%.

Growth Through Acquisition

The water utility industry in the U.S. is extremely
fragmented. There are over 100,000 different entitles
providing water services to Americans. Almost all of
these districts are municlpally owned. For the most part,
they are also undercapitalized and inefficient. With the
condition of the country's water infrastructure being
considered poor, many of these water districts don't have
the financial wherewithal required to replace old pipes
and other equipment. This benefits the major publicly
traded companies, namely American Water Works and

INDUSTRY TIMELINESS; 79 (of 97)

Aqua America. All of the larger concerns will most likely
continue to absorb many small water authorities. There
are a great amount of redundancies in this sector and
many of the smaller players are Inefficient. By purchas-
ing these entities, the bigger companies are able to
expand their customer base and wring more profits from
the acquired assets.

Constructive Regulatory Treatment

One of the most positive attributes of the water
industry is that companies and regulatory authorities
usually work together reasonably well. This isn't always
the case in other domestic regulated markets, such as
electricity. In general, regulators realize that the U.S.
went decades without plowing enough capital back into
the pipelines and wastewater facilities. Now they realize
that a huge amount of funds have to be directed toward
fixing their systems.

We cannot underestimate the Importance of a positive
regulatory climate. Essentially, they determine a utili-
tys allowed return on equity. Should there be a sea
change in this area, it would greatly impact this group,
in our opinion,

Conclusion

The only stock in this sector expected to outperform
the broader market averages in the year ahead is
California Water. All of the remaining equities are either
neutrally ranked or untimely. There are no stocks that
have attractive total return potential out to 2020-2022,
even on a risk-adjusted basis. True, the regulated com-
panics have very predictable earnings, but it appears
that all of the''good news is currently priced into the
stocks. The sole exception remains Consolidated Water.
A proposed new desalination plant in Mexico offers great
promise. However, we have seen the can't miss facility
built in the water-deprived island of Bali fail. Thus,
despite its attractive return potential, its prospects
remain hazy.

As always, we advise all subscribers to read each
individual report before investing to have a better un-
derstanding of the risks associated with each particular
company.

James A. Flood

Water Utility
RELATIVE STRENGTH (Ratio of Industry to Value Line Camp.)
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Revenues 5.5%
"Cash Flow" 7.5%-
Earnings 10.0%
Dividends
Book Value

7.0% 10.5%
5.5% 5.0%

Past'Eiit'd'U-'-ffi
5Yrs. . to'21).'22
3,0% • 4:5%
6.5% 6.0%
9.5% 6.5%

7,5%
4.0%

Ca[-
•ndar

2014
2015
201 G
2017
2018
Cal-
'ndar

2014
2015
2016
2017
2018
Cai.
;ndar

2013
2014
2015
2016
2017

QUARTERLY REVENUES ($ mill,]
Mar.31'Jun. 30-Sep. 30-Dec;31

102.0 115.6 138.3 109,8
100.9 114.6 133.0 110.1
93,5 112.0 123.8 106.8
98.8 113.2 140 113
102 116 135 115

EARNINGS PER SHARE A
Mar.31 Jun.30 Sep, 30 Dec. 31

.28

.32

.28

.34
,39

.39

.41

.45

,54
.56
.59
.58
.60

,36
.31
.30
.30
.38

QUARTERLY DIVIDENDS PAID B»
Mar,31 Jun,3C Sep.30 Dec,31

.1775 .1775 • .2025 .2025
,2025 .2025 .213 .213
.213 .213 ,224 ,224
,224 .224 .224 .242
.242 .242 .255

Full
Year

465.^
458.6i
436.1|
465
470
Full
Year
1.57
1.60
1,62
1.85
1.95

Full
Year

AmeriGan States Water vyas {otced-td
divest an/'operation for'a profi€."The
water utility's. California-based .Golden
States Water subsidiary sold its Ojai
Water System this summer to the
municipal district of Casitas for $34.3 mil-
lion. Ultimately, the company didn't have
a choice, as Casitas was using eminent
dbmaih to acquire the assets. In any case,
the sale resulted in a second-quarter
pretax gain of $8.3 million, or about $0.13
a share.

The nonutility sector is performing
well. Responsible for about 20% of the
company's normalized profits, the ASUS
subsidiary provides water services to US.
military installations. The government is
in the midst of privatizing the water sys-
tems on many domestic bases, Earlier this
year, ASUS snagged a 50-year contract
with the EIgln Air Force Base that is ex-
pected to generate $510 million in reve-
nues. On October 2nd, the company an-
nounced that it was awarded another 50-
year contract worth $601 million to service
Ft. Riley in Kansas. We expect the com-
pany to continue to win a fair share of this
business. Since these operations are un-

regula.fe'd,^ ASUS's-return •6rrequtty';Jis;-Tiof
limited', however, tHe b'usinegs also carries
.more risk.-. . ..-' -., -•.. . ... .. .• .,. .;' ..•,. •',. '•;..

Overall, earnings and dividend
growth prospects are good. Due mostly
to the aforementioned sale of assets, we
have raised our 2017 share-earnings es-
timate for the company $0.15, to $1.85,
This represents a hefty 14% year-over-
year gain. In 2018, we think that the com-
pany will manage to post the same strong
share earnings as the nonregulated sector
contribution to the bottom line rises.
We think both short- and long-term
investors can find better alternatives
elsewhere. Shares of AWR have been on
a nice run of late. Historically, water utili-
ty stocks have been defensive income plays
because of their low volatility, high dlvi-
dend yields, and good dividend growth
prospects. At Its recent price, AWR's 2.0%
yield is only on par with the Value Line
median. In our opinion, most of the good
news associated with the stock appears to
be reflected in the recent price. Hence, this
neutrally ranked equity has subpar total
return prospects through 2020-2022.
James A. Flood ~ October 13, 2017

(B) Dividends hislorically paid in early March,
June, September, and December. • Div'd rein-
veslment plan available.

(A) Primary earnings. Exdudcs nonrecurring | (B) Dividends hislorically paid in early March, j (C) In millions, adjusteci for split,
:losses): '04, 7(i; '05, 13il; '06, 3^; '08,

(1^); i10, (23^); '11,10^. Next earnings report
due mid-Novembsr.

8 2017 Value Una, Inc. All n'ghts reseroed. Faclual maierial is oblained from sources beBeved lo be fe!iab;e and is provided wilhom Hflrranlies of an)
THE PUBLISHER !S NOT RESPOKSIBLE FORANV ERRORS OR OMISSIONS HEREiN. This puhiicaiion is slricUy for subscribef's wm, non-conimefda!, (nlema! use. No part
of it may be (eprodacedi resoid, slored or transmitted in any printed, eteclronic or oiher form, nr used (or geneialing w martie&ig any pn'nted or elKtronic puMMlion, serwce of (iroduci. I
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AERICAm ER NYSE-^
RECENT
PRICE 81.75 l^io 27,7 dTrailing: 30,8 ^

Median; NMFV
RELATIVE
PJE RATIO 1,39|°ff 2.1% VALUE

LINE
TIMELINESS 3 L<med ?B/17

SAFETY 3 NswltlW

TECHNICAL 2 Raised WtV
BETA ,G5 (1.00= Market)

High:
Low:

23,7
16.5

2026-22 PROJECTIONS
Ann'l Tota

Price Gain Return
High 90 (+10%) 5%
Low 60 '{-25%} -4%

LEGENDS
0.85 x Dividends D sh
divided by.lnierestfiate

• • • • Re!afive Price Slfenglh
OcGans; Yes

Shaded aisa mdicaies fecession

Insider Decisions
D JFMAM J JA

loBuy 000000000
Opllow 009307001
foSell 001202001
insfitutionai Decisions

4Q2H16 102(117 IQifll?
taBuy 316 269 281
loSti! 278 302 291
Hld'sfOOO) •(45668^160383 158865

Percent
shares
traded

~v\

~7

23,0
16.2

25.8
19.4

[^tr

32.8
25.2

to

39.4
31.3

,̂,1,1'"' J^.

45.1
37.0

56.2
41.1

61.2
48.4

,j.i' i^

tttf

85.2
58.9

T^T^

83.1
70.0

Target Price Rang<
2020 1 2021 I2022

% TOT. RETURN 9/17
THIS VLARITH;

STOCK iNDEX
1 yr. 10.4 16.'!
3yr. 79.2 31.5
5yr. 146.0 88.9

.16

1-12

2001 12002 I 2003 I 2004 2005 I 2006 {2007E 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 ©VALUE UNEPUS.LLC! 50-22

13.08

d,9/

13.84
6A7

d2.14

14.61
2.87
1.10

.40

13.98
2.89
1.25
,82

15.<!9
3.5S
1.53

1S.18
3.73
1.72

16.25
4.27
2.11
1,21

16.28
4.36
2,06

16.78
4.75
2,39
1.21

17.72
5.13
2,6'f

1.33

18.54
5.26
2.62
1.47

19.25
5.60
2.85
U2

?M
6,i5
3.2S
1.76

Revenues per sh
"Cash Flow" per sh
Earnings per sh A
Div'dDecl'dpersh B"

23,65
7.45
4A6
2.35

4.31
23.86

4.74
28.39

6,31
25,64

"4^

22.91

~4X

23.59
5.27

24,11
5.25

25.11
5.50

26.52
5.33

27.39

~§s\

28.2S
7.36

29.24
6.75

39.90
6.70

32.40
Cap'f Spending per sh
Book Value per sh D

~§M

53.45
160.00 160.00 160,00 174M 175M 17166 176^ 178.25 179.46 178.28 178.10 17S.5Q m.60 Common ShsOutst'g G 187.50

18.9
1.14

1.9%

15.6
1,94

4.2%

"H6

3.8%

"16:8

1.05
3.1%

167
1.06

3.4%

19.9
1.12

2.0%

20.0
1.05

2.5%

20.5
1.03

2.5%

27.7
1.46

2.0%

Bold figi
V3lUK\
esfiirt

TOS are
i.fne

Avg Ann') P/E Ratio
Reiative P/E Ratio
Avg Ann'l Djv'd Yield

1S.6
1.1i

3.1%

CAPITAL STRUCTURE as of 6/30/17
Total Debt $7453.0 mil. Due in 5 Yrs $1698.0 mil.
LT Debt $5650,0 mil, IT Interest $300.0 mil.

(51%ofCap'l)

Leases, UncapitaJized; Annual rentals $14.0 mil!.
Pension Assets 12/16 $1443.0 mil!

Ob]ig.$186'!.0milf.
Pfd Stock $9.0 mill. Pfd Div'd $.5 mil!

Common Stock 178,282,329 shs.
as of 7/27/17

MARKET CAP: $14.fi biilion (Large Cap)

2214,2
d342,3

2336,9
187,2

2440.7
209.9

2710.7
267.8

2666.2
304.9

2876.9
374.3

2901.9
369.3

3011.3
429.8

3159.0
476.0

3302.0
-i68.0

wo
519

3609
5S6

37.4% 37,9% 40,4% 39.5% 40.7%
6.2%

39.1%
5.1%

39.4% 39.1%
5.1%

39.2%
1.4%

41.0%
2.Q%

38.0%
2.5%

Revenues (imilt)
Net Profit ($mili)

4325
780

fncome Tax Rate
AFUDCV. to Net Profit

36,5%
3,5%

50.9%
49.1%

53,1%
48,9%

56.9%
43,1%

56.8%
43.2%

55.7%
44.2%

53.9%
46.1%

53.4%
47.6%

52.4%
47.4%

53.7%
46.2%

52.4%
47.5%

53.5%
4S,5%

55.0%
45.0%

Long-Temi Debt Ratio
common Equity Raiio

54,0%
46.0%

9245,7
93i8.0

NMF

8750.2
M91.8

3.7%

9289.0
10524
3.8%

9561.3
11059
4.4%

S5S0.3
11021
4.8%

9635.5
11739
5.4%

9940.7
12391
5,1%

10364
12900
5,5%

10911
13933
5.7%

10967
14992
5.6%

mao
15675
6,0%

12&50
16406
G.0%

Total Caiil(aJ($miil)
fletP[ant($mili)
Return on Total Cap'l

1WOO
18000
6.5%

NMF
NMF

4.6%
.4.6%

5.2%
5.2%

6.5%
6.5%

7,2%
7.2%

8.4%
8.4%

7.8%
7S%

8,7%
8,7%

9.4%
9.4%

9.0%
9.0%

9,5%
9.5%

10.0%
16,0%

Return on Shr. Equity
Return on Corn Equity

10.5%
10.5%

NMF

CURRENT POSITION
(iMjLL)

;ash Assets
Accts Receivable
Other
;ur rent Assets

Accts_Payable
Debt Due
Other
:urrent Liab.

2015 2016 6/30/17

3.0%
34%

1.8%
65% 56%

3.5%
52%

3.6%
57%

4,7%
40%

4,3%
50%

4.7%
50%

4.0%
56%

4.5'A

57%
4,5%
55%

Retained (o Cam Eq
All Div'ds to Net Prof

4,5%
57%

45.0
255.0
357.0
657.0
126,0
682.0
725.0

75.0
269.0
440.0

-784:0
.154.0
1423.0
815.0

64.0
288.0
456,0
808.0
i 34.0

1803.0
724.0

BUSINESS: American Water Works Company, Inc. is the largest
investor-owned water and wastewaler ulifity in the U.S., providing
services to over 15 million people in over 47 states and Canada.
(Regulated presence in 16 states.) Nonregulated business assists
municipalities and miiiiary bases wVh the maintenance and upkeep
as well. Regulated operaiions made up 86.5% of 2016 revenues.

New Jersey is ifs largest market accounifng for 25.4% of regulated
revenues. Has 6,800 employees. The Vanguard Group, owns 9.5%

of outstanding shares; BlackRoch, Inc., 8.2%; olfjcers & directors,
less than 1.0%. (3/17 Proxy). President & CEO: Susan N. Story.
Chair.: George MacKenzie. Address: 1025 Laurel Oak Raad, Voor-
hees, NJ 08043. Tel.: 856-3'i6-820Q. Internet: www.amwater.com.

1533.0 2392.0 2661.0

ANNUAL RATES Past
ofchangefpersh) 10Yrs.
Revenues 3.0%
"Cash Flow" 23.0%
Earnings
Dividends
Book Value 1.5%

Past Est'd'14.'16
5Yrs. lo'20.'22
3.5% 4.5%
8.5% 6.5%

11.0% 8.5%
9.0% ^0.0%
4.0% 5.5%

Ca!-
endar
2014
2015
201 G
2017
2018
Cai-

endar

2014
2015
201 G
2S17
2018
Cai-
indar

2014
2015
2016
2017

QUARTERLY REVEFiUESfi mill,]
Mar.31 Jun.30 Sep. 30 Dec. 31

679.0 754.8 846.1 731.4
698,0 782.0 896.0 783.0
743.0 827.0 930.0 802,0
756.0 844.0 385 855
770 S95 1040 895

EARNINGS PER SHARE A
Mar.31 Jun.30 Sep. 30 Dec. 31

.39

.44

.46

.52

.62

.62

.68

.77
.73
.83

1.Q2
1.09

.52
.56
.57
.58
.71

QUARTERLY DIVIDENDS PAID B-
Mar.31 Jun.39 Sep.30 Dec,31

.28
,31
.34
.375

.31 .31 .31
,34 .34 .34
.375 .375 .375
.41 S ,415

Full
Year

3011.3
3159.0
3302.0
3440
3660

Full
Year

2.39
2,84
2,62
2.85
3,25

Fuli
Year

1.21
1.33
1.47

A court has granted preliminary ap-
proval to a settlement in a legal suit
against American Water Works. In
January of 2014, the wholly owned West
Virginia-based subsidiary of the water
utility was sued over the Freedom In-
dustries chemical spill into the Elk River.
According to the proposed deal, American
Water would have to pay approximately
$126 million to resolve all claims against
it. Net of insurance proceeds, management
believes that the final aftertax hit to earn-
Ings will be about $26 million, or $0.14 a
share.

The bottom line has also been hurt by
a couple of other factors. A recent rul-
ing in the state of New York, which indi-
cated that water utilities do not qualify for
the manufacturer tax break, resulted in a
one-time noncash charge of around $7 mil-
lion in the second quarter. Also, during the
same period, operating income from the
:ompanys nonutility business declined
30% due largely to reduced capital spend"
ing at U.S. military bases.
Still, on the whole, the utility's earn-
ing prospects are relatively bright.
Even with the penalty from the West Vir-

ginia settlement (we have taken It out of
this years fourth quarter), we estimate
that American Waters share earnings will
rise 9% over 2016s mediocre figure.
What's more, with the company earning a
return on more assets and demand for the
military expected to pick up (there are
several military bases seeking bids to pri-
vati2e their water systems), share earn-
ings can probably climb a hefty 14% in
2018. The companys continued strategy of
making many small acquisitions and using
economies of scale to make the operations
more efficient will also play a major part.
The long-term outlook for dividend
growth is excellent. We think that the
annual payout can rise 10% over the next
3- to 5-year period. This is the highest of
any member of this group.
These shares do not hold any great
appeal at this time, however. Despite
being the largest and possibly best-run
publicly owned water utility in the coun-
try, the premium demanded by the market
for this group of stocks seems excessive, in
our opinion. Hence, investors can probably
do better elsewhere.
James A. Flood October 13. 2017

(A) Diluted earnings. Excludes nonrecum'ng
losses; '08, $4.62; '09, $2.63; '11, $0,07. Dis"
continued operations; '06, (S0.04); '11, $0.03;
'12, ($0.10); '13,($0.01). GMP used as of

2014. Next earnings report due mid-November.
Quarterly earnings do not sum in 16 due to
rounding. (B) Dividends paid in March, June,
September, and December. • Div. reinvest-

ment available. (C) !n millions. (D) includes in.
tangibles. On' '6/30/17: $'1.373 billion,
$7.70/share. (E) Pro forma numbers for '06 &
•07.

® 2017 Value Une, inc. A!! righls resenred. Factual malefial js obtained from sowces'believed 10 he feliabte and is provided m'tliont warranlies of any kind.
THE PUBLISHER !S NOT RESPONSiBLE FOR ANY ERRORS OR OMiSSIONS HEREiN. TOs publication is SlricUy for subscriber's wm, non.cofiimercia!, inlema! use. No pan
of il may be reproduced, resold, stored of traiismilted in any printed, eteclrofiic nr ofter fornt, or used Iw generali'og ffl- fflaikeling any pfl'nted or elecifonic pubBcation, seroffie QT produci. I
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AQUAAlRlCA NYSE-WTR
RECENT 33.77 l^io 24,3(iTrailing: 25.8^

Median: 22,0,,
RELATIVE
P/E RATIO

IDSV'D /) CO/
i^'l!YLO' ,,070

VALUE
LINE

TIMELINESS 3 Loirered 8/2G/16

SAFETY 2 Raised WZ

TECHNICAL 1 Raised 1TO17
BETA .70 (1.00s Market)

High:
Low;

23.8
16.1

21.3
15.1

17.6
9.8

2020-22 PROJECTIONS
Ann'I Total

Price Gain Return
High 45 (+35%) 10%
Low 35 *(+5%] 4%

LEGENDS
— 1.GO x Dividends D sli

divided bv hierest Ra;e
Rd alive Price Svew

^•for-3 split 12/05
5.for.4sRtJt 3/13
ODiions:'Yes

Shaded area mdsalss recession

insider Decisions
DJFMAMJJA
000000000

,,[!'y"j

to Buy
Options
to'Scll

076770170
000000200

Institutional Decisions
WM ?2(117 202017

So Buy 182 179 172

.Jijl!)l"i

b Sell 171 180 155
88568 103594 104564

Percent 15
shares 10
traded 5

'i.1.1̂

^

17.2
12.3

^

18,4
13.2

19.0
15.4

I'niijni

21.5
16.8

28.1
20.6

TTo

lHj|l

28.2
22.4

31,1
24.4

itllthrt llU4Ui

35.8
28,0

^!

34.7
29.4

llr*lr

Target Price Rang
2020 | 2021 |202:

% TOT. fiETURN 9/17
TH!S ULARHH."

STOCK INDEX
lyr. 11.6 -)G.4
3yr, 51.9 31.5
5 yr. 89.6 88.8

.10

1-7.5

2001 I 2002 I 2003 I 2004 2005 I 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 ©VALUE LINE PUB, LLC I ^0-2:
2.1G 2.28

.76

.43
,26

2,38
.77
.46
.28

2.78
.87
.51

3.08
.97
.57

.32

3.23
1.01

.56

.35

3.61
1.10
.57
.38

3.71
1.U

.41

3.93
1.29

.62

.44

4,21
1.42
.72
.47

4,10
1.45
,83
.50

4,32
1.51
.87
.54

4.32
1.82
1.16

4.37
1.89
1.20
.63

4.61
1.87
1.14
.69

4.62
2.07
1.32
.74

4.65
2.15
1.36

4.95
2.25
1.45
,35

Revenues per sh
"Cash Fiow" per sh
Earnings per sh A
Div'dDecl'dpersh a«

6.05
2,75
1.85
1.15

-.87

3.32 3.49

~\M

4.27
T23
471

~L47

5.04

-T&4

5.57
1:43
S.85

1.58
5.26

1.66
6.50

1,89
8.81

1,80
7.21

T98
7.90

-T73

8,63
T54
9.27

2.07
9.78

"lie

10.43
2.55

11.10
145
ti.75

Cap'l Spending persh
Book Value per sh

2.25
14.85

142.47 ~WAQ M3T 158.97 161.21 165.41 166.75 169.21 170.61 WAS 173.60 175^3 177M 178M 17054 177:39 ~m.w 178.50 Common Shs Outst'g c 180,60
23:6
1.21

2.5%

23.6
1.29

2.5%

24.5
1,40

2.5%

25:1
1.33

2.3%

31.8
1.69

1.8%

34:7
1.87

1.8%

32.0
1.70

2.1%

24.9
1.50

2.8%

23.1
1.54

3.1%

21.1
1.34

3.H

^u
1,34

2.8%

~21J

1,39
2.8%

"IU
1.19

2.4%

20,8
1,09

2.5%

23.5
1,18

2.6%

23.9
1.26

2.3%

Bold ilgi
Vafuel
ftsfmi.

AvgAnn'IPffi Ratio
Relative PIE Ratio
Avg Ann'! Div'd Yieid

21.0
1.30

2.9%

CAPITAL STRUCTURE as of G/30/17
Total Debt $2093.6 mi!l. Due in 5 Yrs $430.5 mill.
LT Debt $1882,6 mitl, LT Interest $76.3 miil.

(51%ofCap'!}

Pension Assets-12/16 $242.4 mill.
Oblig. $308.2 miil.

Pfd Stock None
Common Stock 177,851,543 shares
as of 7/24/17

MARKET CAP: $6.0 biilion (Large Cap)

602.5
95.0

627,0
97.9

670,5
104,4

726.1
124,0

712.0
M4.8

757.8
153.1

768.G
205.0

779.9
213.9

814.2
201.8

819.9
234.2

S3Q
245 260

38.9% 33.7% 39.4% 39.2% 32.9% 39.0% 10.0%
1.1%

10.5%
2.4%

6.9%
3.1%

8.2%
3.8%

9.0%
3.5%

9.6%
3.6%

Revenues ($mil!)
Net Profit (SrniN)

loss
335

Income Tax Rate
AFUDC% to Net Profit

10.0%
3,5%

55.4%
^4.6%

54.1%
45.9%

55,6%
44.4%

S6,8%
43,4%

S2.7%
47.3%

52.7%
47.3%

48.9%
51.1%

48.5%
51.5%

50.3%
49.7%

48.4%
51.6%

47.0%
53.0%

43.6%
6U%

Long-Term Debt Ratio
common Equity Ratio

51.0%
49.0%

2191.4
2792.8

2306.8
2997,4

2495,5
3227.3

2706.2
3469.3

2646.8
3G12.9

2929.7
3936.2

3003.6
4167.3

3216.0
4402.0

3469.5 3S87.7
5001.6

3735
5036

4W
5275

Total Capital ($milt)
NetF'lantfSniiN)

5500
5800

5,8%
9.7%
9.7%

5.7%
9.3%
9.3%

5.6%
9.-!%

m
5.9%

10.6%
10.6%

6.9%
11.6%
11.6%

6.6%
11.0%
11.0%

8.0%
13.4%
13.4%

7.8%
12.9%
12.9%

6.9%
11.7%
11.7%

7.6%
12.7%
12.7%

7.S%
12.5%
12,6%

7.5%
iU%
12.S%

ieturn on Total Cap'!
Refuni on Shr. Equity
Return on Corn Equity

7.5%
115%
12.5%

CURRENT POSITION
($M|LL)

lash Assets
Receivables
Inventory (AvgCst)
Other
current Assets

Accts Pay able
Debt Dus
Other
;urrent Liab.

2015 201G 6/30/17

3.2
99.1
12.4
13.7

3.7
97.4
13.0
14.6

3.2%
S7%

2.8%
70%

2.7%
72%

3.7%
65%

'1.6%
60%

4.3%
61%

6.7%
50%

6.1%
52%

4.7% 5.6%
56%

5.S%
58%

5.6%

m
Retained to Corn Eq
AIIDiv'dstoMetProf

4.5%
62%

"1287

56.5
52.3
84.4

T28.7
59.9

157.2
84.4

BUSINESS; Aqua America, )fic, is the holciing company for water
and wasiewater utilities that serve approximaidy three miliion fesj-
denls in Pennsylvania, Ohio, North Carolina, lliinois, Texas, New
Jersey, Florida, Indiana, and five olher states. Has 1,551 emptoy-
ees. Acquired AquaSource, 7/13; North Maine Utliilies, 7/15; and
others. Water supply revenues '2016: residential, 59%; commerda!,

16%; indus{rial,.wastewater & other, 25%. Off. & dlr. own less than
1% of the common stocft; Vangurad Group, 8.9%; Biackfoch, Inc,
8.1%; State Street Capital, 6.0% (3/17 Proxy). President & Chief
Executive Officer: Christopher Frsnkiin, Incorporsted; Pennsylua-
nia. Address: 762 West Lancaster Avenue, Bryn Mawr, Pennsylva-
nia 190'fO. Tel.: 610-525-HOO. Inteme!: wviAv.aquaamerica.com.

^f93^ -35T^ "332:5

ANNUAL RATES Past
of change (per sh) IDYrs.
Revenues
"Cash Flow"
Earnings
Dividends
Book Value

4.0%
7.5%
8,5% 11.0%
8.0% 8.0%
7.0% 7.5%

Past Est'd'14-'1S
5Yrs. to'20.'22
2,0% 5.0%

6.0%
7.0%
9,0%
6.5%

7.0%

Cal-
sndar

2014
2015
2018
2017
2018
Cai-
>ndar

2014
2015
201 G
2017
2018
Cal-
indar

2013
2014
2015
2016
2017

QUARTERLY REVENUES (tmiiLt
Mar.31 Jun.30 Sep.30 Dec,31

182,7 195.3 210.5 191.4
190.3 205.8 221.0 197.1
192.G 203.9 226,6 196.8
187.8 203.4 233.8 205
m m 245 215

EARNIHQSPERSHAREA
Mar.31 Jun.30 Sep.3fl Dec,31

.24
,27

.31

.31

.32
,34
.34
M

,41
.43
.47

.27

.17
.28
.31
.31

QUARTERLY DIVIDENDS PAiOB-
Mar,31 Jun,30 Sep.30 Dec.31

.14

.152

.165

.178

.14 .152 .152

.152 .165 .165

.165 .178 .178
,178 .1913 .1913

.1913 .1913 .205

Full
Year

779.9
814.2
819.9
S30

Full
Year

1.20
1,14
1.32
1.3G
i45
Full
Year

A large percentage of Aqua America s
future growth will likely come via ac-
quisitions. Similar to other large publicly
traded water utilities, Aqua has been a
continual buyer of small local water dis-
tricts. Indeed, most of the 100,000-plus
water systems m the U.S. do not have the
financial wherewithal to replace their
aging Infrastructures. By constantly pur-
chasing these types of entities, Aqua can
gradually increase its customer base.
Moreover, since actual synergies do result
from mergers in this industry, the new as-
sets can be operated more efficiently.
There's always something happening
on the regulatory front. The company
has received rate relief in Indiana, New
Jersey, North Carolina, Ohio and Pennsyl-
vania. Other rate cases are pending In Vir-
ginia and Illinois. Aqua has good rela-
tlonships with its regulators, so we are not
expecting any major negative surprises.
Dividends should increase at a
healthy rate for the foreseeable fu-
ture. Last quarter, the payout was hiked
by 7%. This is less than the companys
five- and 10-year historical average of 8%,
Nevertheless, we think Aqua's strong cash

generation should enable Its payouts to
rise 8%-10% annually through 2020-2022.
Capital outlays are large but manage-
able. Aqua increased this year's capital
expenditure budget to approximately $450
million. The majority of funds will be allo-
cated to repair, maintain, and replace aged
pipelines and equipment. We don't expect
this figure to change much in 2018. In
2019, though, we think outlays should
decline to the $300 mlUxon-$325 million
range. Of the nine members included in
the water group, Aqua is only one of two
that rates a Financial Strength rating of
at least an A. While the balance sheet may
be more leveraged over the next couple of
years, it should remain relatively healthy.
The stock has a high yield for a water
utility. WTR is yielding 2.5%, or about 50
basis points more than its peers. This is
unusual considering the equity's strong
projected dividend growth, As a result,
even though we still think shares of water
utilities are currently trading at too high a
premium, WTR is probably the best selec-
tion for those investors who must own a
stock in this industry.
James A. Flood ~ October 13. 2017

(A) Diluted egs. Excl. nonrec. gains; 01, 2^;
'02,4(i; '03, 3(1; '12. 18fi. Excl. gain from disc.
operations; '12, ^i\ '13, 9^; '14, \U. May not
sum due to rounding. Next earnings report due

mid-November.
(B) Dividends •historically paid in early Mafch,
June, Sspt. & Dec." Div'd. reinvestment plan
available (5% discount).

(C) In millions, adjusted for stock splits.

® 2017 Va!ue Une, Inc. All rights resefved. Facluai maleriat fs oblained (rom sources believed to be reliable and is provided tuihoul wananiies pr any
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OM!SS!ONS HEREIM, This publicatiun is stricliy Fpf subscribef'a'am, non.commwuai, imemaf use, N(
(rf it may be reproduced, resold, stored or Ifansmilied in any printed, electroflic or oiher (orra, or used idf genefaling as mafkeimg any printed or eleclfonic publicau'on, semte or producl.

Company's Fjnandai Sfrengfh A
Stoch's Price Stability 95
Price Growth Persistence 65
Earnings Predictability 90
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CALIFORNIA WATER VALUE
LINE
Target Price Rang

LEGENDS
1.33 x Dividends psli
divided by Interest Rate
Relative Price

Z-fqr-1 siilj! G/H
Options'Yes

Shaded area indicates [ecession

% TOT. RETURN 9/17
THIS VLARHH,

STOCK INDEX
1yr. 21.4 18.4
3yr, 83,2 31.5
Syr, 134.5

Percent 18
shares 12
traded 6

©VALUE LINE PUB. LIC
Revenues per sh
"Cash Flow" per sh
Earnings per sh A
Div'd Decl'd per sh B
Cap'i Spending per sh
Book Value per shc
Common ShsOufst'g D
Avg Ann'l P;E Ratio
Relative P;E Ratio
AvgAnn'iDiv'd Yield

Revenues ($mili)
Net Profit (Jmill)
Income Tax Rate
\WQC% to Net Profit
Long-Temi Debt Ratio
Common Etjuity Ratio
Total Capital ($mill)
Net Plant ($mi!lt
Reium on Tofal Cap'i
Return on Shr. Equity
Return on Corn Equity
Retained to Corn Eq
All Div'tfs to Net Prof

TIMELINESS 2 Raised OT7

SAFETY 3 Lowered 7/27/07

TECHNICAL 2 Iwsf&i 10J13/17
BETA .SO (1,00=Markei)

202

2020-22 PROJECTiONS
Ann'! Total

Price Gain Return
Hlgll 50 (+25%) 8%
Low 30 '(-25%) -4%
Insider Decisions

D JFMAM J JA
loBuy 111111111
Opilans 0002200 0 0 0
toSdi 0001011
Institutional Decisions

wm ww 2Q2a!?
la Buy 93 97
loSefl 82 83 77
m'sW\ 34200 3S886 38422
2001 | 2002 I 2003 {2004

8,13
1.10

.47

.56

8.S7
1,32
.63

1,26
.61
.56

2.04
6,4S

2.91
6.56

Ti9
7,22

30,36 30.36 33,86 -36:73
"27J

1.39
4.4%

19.8
1.08

4,5%

22.1
1.26

4.2%

20.1
1.06,

3.9%

CAPITAL STRUCTURE as ofG;30/17
Totai Debt $746.1 mill. Due in 5 Yrs $174.0 mill.
LT Debt $519.5 mill. LT Interest $35.0 milf.

(WofCap'l)

Pension Assets.12/16 $376.5 mlfl.
Oblig. $564.3 mill.

Pfd Stock None

Common Stock 48,018,000 shs.

MARKET CAP; $1.9 biliion (Mid Cap)
CURRENT POSITION 2015 201G 6/30/17

($M|LL.)
;ash Assels

Other
;urrent Assets

Accts Payable
Debt Due
Olher
;urrent Liab.

118.8
25.5

116.6
29.1

141.5
~^Z7£

66.4
40.2
41.9

~U2;T
77.8

123.3
49.1

~25d.2

170.6
84.2

226.2
50,6

361.0

BUSIHESS: California Water Service Group provides regulated and
nonregulated water service to <182,400 customsrs in 100 com-
munilies in ths state of California. Accounts for over 94% of total
customers. Also operates in Washington, New Mexico, and Hawaii.
Main seivice areas: San Francisco Bay area, Sacramento Valley,
Salinas Valley, San Joaquin Valley & parts of Los Angeles. Ac-

qulred Rio Grancte Corp; West Hawaii Ulililies (9/08), Revenue
breakdown, '16: residential, 72%; business, 20%; Jndustriai, 4%;'
public authorities, 3%; other 1%. Off. and dir. own "1% of common
stock (4/17 proxy). Has 1,163 employees. Pres, and CEO: Martin
A. Kropelnickf Inc.: DE. Addr.: 1720 North FirsE St., San Jose, CA
95112-4598. Te!.: 408-367-8200. Intemef: mvw.cafwatergroup.com.

ANNUAL RATES Past Past Est'd'14.'1G

of change (per sh) 10 Vrs. 5 Yrs. to '20-'22
Revenues 4.0% 2.0% 2.5%
"Cash Flow" 5.0% 3.5% 5.0%
Earnings 4,0% 3.0% 9.0%
Dividends 1.5% 2.0% 6.5%
Book Value 5.0% 5.0% 3.0%

Cal-
endar

2014
2015
2016
2017
2018
Cal-

endar

2014
2015
201 G
2017
2018
Cal.
:ndar

2013
2014
2015
2016
2017

QUARTERLY REVENUES ($mill.)E
Mar.31 Jun.30 Sep.30 Dec,31

110.5 158.4 191.2 137.4
132.0 144,4 183.5 133.4
121.7 152.4 184.3 151.0
122.0 171.1 200 156,9
140 170 205 160

EARNINGS PER SHARE A
Mar.31 Jun.30 Sep.30 Dec.3-f

d.11
.03

d,02
.02
.07

.21

.24

.39
.38

,7Q
.52
.48
.62
.67

.24

.18

.31

.32
,33

QUARTERLY DIVIDENDS PAID B"
Mar.31 Jun.30 Sep.30 Dec.31

.16 .16 .16 .16

.1625 .1625 .1625 ,1625
,1675 .1675 .1675 ,1675
.1725 ,1725 .1725 .1725
.18 .18 .18

Full
Year

597.5
588.3
609.4
650
675
Full
Year

1.19
,94

1.01
1.3S
1.45

Ftili
Year

California Water Service Group
benefited from favorable rate activity
in the second quarter. The regulated
water provider saw revenues surge to $171
million, a 12% annual improvement, and a
40% increase on a sequential basis. The
advance can largely be attributed to recent
rate changes by the California regulatory
authority (effective earlier this year). Spe-
cifically, rate increases alone added more
than $17 million to the top line in the
June period, with unbilled revenue ac-
counting for the remainder of gains.
Profits are on the right track. Califor-
nia Water earned $0.39 a share in the sec-
ond quarter, besting our $0.35 call. Lower
incremental drought costs were positive,
but the real takeaway was the 280-basis-
point decline in operating expenses, notab-
ly slimmer maintenance and admimstra-
tive costs. Our 2017 bottom-line estimate
of $1.35 a share remains Intact, equating
to year'over-year growth of 34%.
We are tacldng $10 million onto -our
current-year revenue estimate, to
$650 million. This is partly owing to the
strong second-quarter showing, but also
factors in the higher base rate going for-

ward. Meanwhile, our 2018 top-line fore-
cast is unchanged, at $675 million.'
The long-term story hasn't changed
much. Acquisitions and capital spending
remain the main themes here. The compa-
ny has ample funding to allocate to infra-
structure upgrades and water system im-
provements. Year to date, CWT has spent
just over $100 million on investments,
leaving approximately $450 million-$500
million at its disposal. Further, bolt-on ac-
quisitions are a possible avenue to explore
should management want to supplement
organic growth. All this, along with contin-
ued inquiry into increased base rates,
augurs -well for business prospects into
next decade.
These shares are trading near all-time
highs. No doubt, the market has rewarded
the company for returning to growth in
2016, as the stock price is up nearly 75%
from last years lows. This issue Is timely
(2), and is slated to outperform the year-
ahead broader market averages. However,
due to the run-up in price, total return
potential over the 3- to 5-year stretch is
below average,
Nicholas P. Patnkis October 13. 2017

1 Div'd reinvestment plan (D) In millions, adjusted for splits,(A) BasfcEPS. Excl. nonrecurf ing gain (loss):
'0'f, 2^;'02,4^;'11,4^. Nexteamingsreporf |ayaifabje. | (E) Excludes non-reg. rev.
due late November.
(B) Dividends historically paid in !ate Feb,,
® 2017 Value Una, Inc. Ai! righte reserved. Factual material is o&Blned (rom sources believed lo\be retiabte and is provided r/ilhou! uamnlles ol an)
THE PUBLISHER IS NOT fiESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. Ws pLbticalion is stiiuly for subscriber's own, [lon-ccmmcrcral, intetna! use.
o[ It my tie reproduceii, fesold, stored or transmilted in any prinled, eleclronic or other fofni, cr ysed [or generaling or nsafketing ssij printed or electrunfc publicainin, service nr pioliucl,

May, Aug,, and Nov. •
available.
(C) Ind. intangibie assets. In '16: $21,3 mi!f,,
S0.4G/sh.

Company's Financial Strength B++
Stack's Price Stabliiiy 80
Price Growth Persistence 35
Earnings Predictability 70

To subscribe call 1.800.VALUELINE '
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CONNECTICUT WATERNDQ -GTWS
RECENT
PRICE 60.93 |U,8(:Trailing; 30.5'\

Median; 20,0,
RELATIVE
P£ RATIO 1,39? 2,0% VALUE

LINE
TIMELINESS 3 RaisedW13ti7

SAFETY 3 Nevfimm

TECHHiCAL 3 Lnwied 10f13fi7
BETA .55 (1.0a°Maitel)

High:
Low:

27.7
20.3

25.6
22.4

29.0
19.3

2020-22 PROJECTiONS
Ann't Total

Price Gain Return
High 60 . _(NiJ) 2%
low 40 (-3^%j -7%

LEGENDS
— 1,30 x Dividends p sh

divided by inlerest Rate
•• • • Relalive Price Strengtli
ODtions: Yes
Shsdetlarea msSkaies recesslm

4^4

26.4
17.3

27,9
20.0

29.1
23.3

xUu.lilli

32.8
26,2

T!i,TTTTT!

36.4
27,8

37.5
31.0

39.9
33.2

ll;lll[ll

58,3
37.5

^

62.2
50.8

lh^)x

Target Price Rang
2020 2021 2022

-120
-100

Insider Decisions
D J F hi AM J J A
000000000
050100000

u^i

(oBiiy
Oplions
faStll 000000001
institutional Decisions

iWW 103017 2Qifli7
to Buy 53 48 55
toSell 45 56 44
H;drs(0?) 5436 6170 6209

Percent 12
shares 8
traded 4

mlltiin nu

% TOT. RETURIif g/17 t-8
THIS VLflRrtH*

STOCK INDEX
1 yf. 21.8 16.4
3yr. 96.8 31.5
Syr. 113.5 88.9

2001 f 2002 j 2003 I 2004 2005 I 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 ©VALUE LINE PUB. LLCi^O-22

5.93
1.78
1.13

5.77
1.78
1,12

5.91
1.89
1.15

6.04
1,91
1.16

5,81
1.62

.85

5,68
1.52

7.05
1.90
1.05
.87

7.24
1.95
1,11

6.93
1.93
1.19

7,G5
2,04
1.13
.92

7.93
2,11
1.13
.94

9.47
2.64
1.53

8,29
2.63
1.66

8.45
2.97
1.92
1,01

3.18
2,04
1.05

8.77
3.31
2.08
U2

w
3,40
2.20
1.1B

3.66
3.50
135
1,24

Revenues per sh
"Cash How" per sh
Earnings per shA
Div'dE)ecl'dpershB"

12.SO
3.85
2.65
1.40

1.8S
9.2S

T97
10.06

T49
10.46

1.58
10.94

T96
11,52

1,96
11,60

~I24

11.95

"144

12.23
3.28

12,67
3.08

13.05

"16T

13.50
2.79

20.95

~102

17.92

-4Jf

18.83

-^
20.01

5.93
20.98

4.50
21.76

4.3S
2U5

Cap') Spending per sh
Book Value per sh D

3,35
22.8Q

7.65 7.34 7.97 8,17 8,27 &A6 8.57 8,76 TTd4 11.12 11.19 11.25 11.75 12.09 Sommon S!is Outst'g c 12,56
21.5
1.10

3.3%

K3
1.33

3.0%

23.5
1.34

3.0%

ns,
1.21

3.1%

2a,s
1,52

3.4%

29.0
1.57

3.6%

-23.0

Ml
3.6%

22.2
1.34

3.6%

18.4
1.23

4.1%

20.7
1,32

3.9%

23,0
1.44

3.6%

~\9A

1.23
3.2%

-i6.4

1,03
3.2%

17.5
.92

3.0%

17.6

2.9%

23.3
1.22

2.3%

Bold figl,
Value\
csllni,

•es are

•Ine

Avg Ann'l P/E Ratio
Relative Pffi Ratio
Avg Ann'l Div'd Yieid

19.0
•{.20

2,S%

CAPITAL STRUCTURE as of G/30/17
Total DebtS210.6 mill. Due En 5Yrs $19.8 mil!.
LT Debt $205.4 mill. LT Interest $7.7 mi!l.

(45%ofCap'f)

Leases, Uncapitalized: Annual rentals $.3 miii.
Pension Assets-12/16$62.7 mill.

OblEg, $79.3 mill.

Pfd Stock $0.8 miil. Pfd Divd NMF

Common Stock 11,575,400 shs.

MARKET CAP: $700 million (Smal! Cap)

59.0 61.3
9.4

59,4
10.2

66.4 G9.4
9.9 13.6

91.5
18.3

94.0
21.3

36.0
22.8

98.7
23.4

w
26.0

115
28.0

32.4% 27.2%
1.7%

19.5% 35,2% 41,3% 32.0%
1.7%

28.0%
2.0%

14.4%
2.4%

3.5%
2.3%

9.9%
5.1%

1W
3.6%

20.6%
2.5%

Revenues ($m!D)
Net Profit ($mjH)

m
32,0

income Tax Rate
AFUDCV. to Net Profit

28.6%
2,5%

47.8%
51.8%

46.9%
52.7%

50,8%

w.n
49.5%
50,2%

53.2%
46.5%

49.0%
50.8%

^6.9%
52.9%

45.7%
54.1%

44.1%
55.7%

45.4%
5'!.4%

46.5%
53.5%

47.6%
53.0%

long-Term Debt Raiio
;ommon Equity Ratio

46.5%
53,5%

1S3.2
284.3
5.5%

196.5
302,3
5.9%

221.3
325.2
5,5%

225,6
344.2
5.4%

254.2
3G2.4
4.9%

364.6
447.9

373.6
471.9
5.9%

386.6
506,9
6,4%

402.4
546.3
6.5%

'533.8
691,4
6.3%

475
615

6.6%

430
635

G.5%

Total Capita! ($mlli)
Net Plant (N111)
Return on Total Cap'l

535
675

7,0%
8,7%
8.7%

9,0%
9.1%

9.3%
9,4%

8.6%
8.7%

8.3%
8.3%

7.3%
7.3%

9.2%
9.2%

10.1%
10.2%

10.1%
10.1%

9,9%
9,9%

10,0%
10,0%

i1.6%
«,0%

Return on Shr. Equity
Return on Corn Equity

11.5%
n,5%

CURRENT POSITION 2015 2016 6/30/17
. (?ML,)
:ash Assets .7

Accounis Receivable 11.0

1.6%
82%

1,9%
79%

2,3%
76%

1.6% \A%
83%

2.8%
62%

3.8%
59%

4.8%
53%

4,9%
52%

4,6%
54%

4,5%
54%

5,0%
53%

Retained io Corn Eq
AIIDIv'dstoNetProf

5.5%
53%

Oiher
current Assets

Accts Payable
Debt Due
Other
;urrent Liab.

15.3

1.6 2.7
13.0 12.9
14.8 16.6

27.0
11.9
2.8

22.2

29.4
13.1
4.9

37.1

32,2
9.6
5.2

47.9

BUSiNESS; Connecticut Water Sen/ice, inc. is a non-operaiing
holding company, whose income is derived from earnings of its
wholly-owned subsidiary companies (regulated water utilities). In
2016, 95% of nei income was derived from (hese activities. Pro-
vides water services to 440,000 people fn 79 munidpalities through-
out Connecticut and Maine. Acquired The Maine Water Companif,

Januaiy, 2012; Siddeford and Saoo Water, December, 2012;
HeriSage Village, February, 2017. Inc.: Conn.. Has 266 employees.
Chaimnan/Presidsnt/Chief Esiecutive Officer; Erie W. Thornburg. Of-
ficers and directors own 2.5% of the common stock; BIackRock,
Inc., 7.2% (4/17 proxy). Address: 93 West Main Street, CINon, CT
06413. Telephone: (8GO) 669-G636. Intemel; mvw.clwater.com.

36.9 55.1 62,6

ANNUAL RATES Past Past Est'dl'f4-'16

of change (per sh)- lOYrs, SYrs, lo'2a.'22
Revenues 4.0% 3.0% 7.0%
"Cash Row" 6.5% 9,5% 3.5%
Earnings 8.0% 12.0% 4,5%
Dividends 2.5% 3.0% 4.5%
Book Value 6.0% 9,0% 2.5%

Cal-
endar
2014
2015
201 G
2017
2018
Cai-

endar

2014
2015
201 G
2017
2018
Ca[-
;ndar

2013
2014
2015
201 G
2017

QUARTERLY REVENUES {$mi!l.)
Mar.31 Jun.30 Sep, 30 Dec. 31

20.3 25,4 27.6 20.7
20.0 26.6 28.4 21.0
21.6 26.1 29.5 21.5
22.5 27.9 32,0 23,6
25,0 30.0 35.0 25.0

EARMIWSSPERSHAREA
Mar,31 Jun.30 Sep. 30 Dec, 31

.27

.28

.28

.36

.35

.76

.79
,87
.77
.89 .84
73 .88
,so .so

.22

.20
,07
.23
.30

QUARTERLY DIVIDENDS PAfD^
Mar31 Jun.30 Sep.30 Dec,31
.2425 .2425' .2475 .2475
.2475 .2475 .2575 .2575
.2575 .2575 ,2675 .2675
.2675 .2825 .2825 .2825
.2825 ,2975 .2975

FuSI
Year

94.0
96.0
98.7

m
115
Full
Year

1.92
2.04
2.08
2,2Q
2.35

Full
Year

1.01
1.05
1,12

Connecticut Water Service delivered
second-quarter results that fell short
of our expectations. Revenues of $27.9
million improved marginally, on a year-
over-year basis, but missed our $28.5 mil-
lion call. The July period included a full
quarter of Heritage Village operations, as
well as incremental surcharges in both
Connecticut and Maine. Not until the
third quarter will the completed acquisi-
tion (July 1st) of the Avon Water Compa-
ny be included in the financials. Similarly,
the bottom line was a nickel shy of our es-
tin-iate, at $0.73 a share. Net Income was
adversely impacted by several cents due to
greater business development costs associ"
ated with the above-mentioned deals.
Nonetheless, Connecticut Water should
right the ship in the recently concluded
third quarter, as we look for revenues of
$32 million and share net of $0.88.
There has been some activity on the
rate front. Earlier this summer, The
Maine Water Company filed for a rate in-
crease (pending approval from the Maine
Public Utilities Commission) in its Bid-
deford and Saca division. This could poten"
tially add about $2 million to the top line.

Additionally, the company filed for a rate
increase of 1.6% on WICA (recovered funds
from infrastructure upgrades.)
Long term, acquisitions and higher
capital spending are likely in the
cards. Indeed, the strategy is starting to
bear fruit, as CTWS lifted its customer
base by nearly 9>500 via its Avon and
Heritage purchases. Financials results
should feel the effects beginning in the
second half of this year. Moreover, Con-
necticut plans to take full advantage of
WICA and WISC benefits (increase to
WICA surcharge pending), and ought to
continue to replace aging water mains in
the coming years.
This equity has slipped a notch in
Timeliness to 3, Average. What's more,
the current valuation (28.0x 12-month
earnings-per-share estimate) Is a bit rich
when compared to historical norms, and
on a peer-to-peer basis. The stock is trad-
ing above our 3- to 5-year Target Price
Range, and total return potential is sub-
par. Thus, we recommend investors wait
for a better entry point before committing
funds here.
Nicholas P. Patrlkis October 13, 2017

(A) Diluted earnings. Next earnings report due
late November.
(B) Dividends historicaliy paid in mid-March,
June, September, and December, " Div'd rein-

vestment plan available.
(C) In millions
(D) Includes intangibles. In 2016: $30.4 mil-
lion/$2.70 a share.

® 2017 Value Line, Inc. All rights resenred. Factual maieria! is obtained ^o"'_spt'rces beljewd tc be {digbte and is provided wilhout warranties of an)
THE PUBLISHER )S NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS tiEREfN. Tins pubiicalion is slriclty (pr subscriiief's oi';n, non-commeraal, imema] use.
of it may te rcptoduced, resold, siored u[ tfansmiUed IR any prinied, eieclfonB or otlier fomi, or used (of gcneraling w riiartoing any pnnteii or eietl/onic puMicaSion, senrice nr poduct.
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CONSOL, WATER CO, NDQ-CWCO
TiSSELIMESS 5 LomaiStMH

SAFETY 3 New 1/17/9
TECHNICAL 3 {.wsm&d 10M17
BETA 1.00 (1.00= Market)

2020-22 PROJECTIONS
Ann'l Total

Price Gain Return
High 30 (+130%) 25%
Low 20 '(+55%) 13%
Insider Decisions

D JFMAM J JA
to Buy DOOOOOOQO
Options 12 00090000
toSe!! 600010000
Institutional Decisions

4Q2016 ?W WW
la Buy 40 37 39
la Self 36 41 36
Ms[m] 6885 8265 7511

High:
Low:

31.8
19.8

37,5
23.3

RECENT
PRICE

1^_.. 10 n/Tralling:tiMF\
|RATSO^Z.UVMediaR:25.0;

29.8
7,6

LEGENDS
— 2.00 x Dividends p sh

diwied bv Interest Rate
•••• Reialhfe Price Sirengih
2-fqr-l Sfifjl 8?5
ODlions:'Yes

Shaded area indscaies fecession

y

Percent
shares
(faded a

15,1 I 11.7 | 9.2 | 16.9 } 14.5
8.1 j 7.3 | 6.7 | 7.5 | 8.4

Ill,

ar^

RELATIVE
pmiio I.

13.8
9.6

w-

14,7
9.8

jl,,.,ll.lllt!!

OiVD
YLD

13.S
10,0

VALUE
LINE
Target Price Rang;
2020 | 2021 12022

% TOT. RETURN 9/17
THIS VLARiTH.'

STOCK INDEX
1yr. 13,0 iGA
3yr. 18.3 31.5
5 yr. 75.2 8B.9

2001 | 2002 I 2003 | 2004 2005 I 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 ©VALUE UNE PUB. LLCI^Q-22

1.41
.52

.35

.20

1.52
,50

.32

.21

1.68
.63
.42
.21

2.02
.77
.49

.23

1.12
.37

.23

.12

2.71 3,41
1.20
.79
.20

4.52
.95
.50

,33

3.99
1.18

.74
.28

3,49 3,78
.83
.42
,30

4.49
1.17

.64

.30

4.35

,30

4.-46

.80

,42
.30

3.66 3,89
.95
.27
.30

4.05
1.05

.30

4.26
1.20
.70

.30

Revenues per sh
"Cash Flow" persh
Earnings per shA
Div'dDecl'dpersh8"

5.70
1.S5

m
.40

~24

2,45
,39

2,64

~19

3.89
IS
4.20

.77
2.54

-L83

7.49

~54

8.21
^46
8.36

.18
8.53

.96 -3T

9.20
33

9.44
.32

S.S8
.21

9,81
.23

9.79
.25

i0.35
730

11.00
Cap'! Spending per sh
Book Value per sh D

^4S
11.W

~m 7,99 11.37 ii.51 23,'!6 "K13 "K40 "14.53 14.54 14,55 'WSl 14.59 14.69 14.72 ~H78 "H87 15.00 is.oo Common Shs Outst'g c iSM
13,9

.71
4.2%

21.6
1,18

3.1%

19.3
1.10

2.6%

23.1
1.22

2.0%

NMF
NMF
.7%

43.0
2.32
,9%

35.4

.7%

37.8
2.27

1.7%

19.0
1.27

2.0%

2G,9
1.71

2.6%

~22J

1.41
3.2%

12.4
.79

3.8%

20.0
1.12

2.6%

28.3
\A9

2.5%

22.7
1.14

2,6%
2,36

2.5%

Said flgt
Vafuci
wiH,

res are

•ine

)(es

Avg Ann'l P;E Ratio
Relative P/E Rafio
Avg Ann'l Div'd Yield

iu
1.30

u%
CAPITAL STRUCTURE as of S/30/17
Total Debt $0.4 mill. Due in 5 Yrs $0.4 mill.
LT Debt None LT Interest Nans

Leases, Uncapltaiized: Annual rentals $.8 mili.

No Defined Benefit Pension Pian

Pfd Stock NMF (45,087 shares out.)
Div'd NMF

Common Stock 14,900.724 shs,
as of 8/4/17

MARKET CAP: $200 million (Small Cap)

49.2
11.4

65.7
7,2

58.0
10.S

50,7
6.3

55.2
6.1

65.5
9.3

63.8 65.6
6,3

57,1

7,5
57.9
4.0

61.6
9.0

63.6
10.S

4.0%
HMF
NMF

mp
mp

Revenues (Smill)
Net Profit {$miil)

m
20.0

Income Tax Rate
AFUDC%fo Net Profit

NMF
MF

15.9%
84.1%

14.8%
85.2%

13.8%
86.2%

11.8%
88.2%

5.1%
94.9%

3.7%
96.3% 99.8% 99.8%

3.7%
100,0% 100.0%

?!
m% my.

Long-Term Dsbt RaEio
;ommon Equity Ratio

?1
w%

140.7
65.0

142.7
65,1

S.7%

143.9
61.2

8.1%

143.3
56.2

4.8%

135.6
64.3

5.0%

139.4
61.6

7.0%

13S.9
58,6

8.2%

141,2
56.4

4.4%

145,0
53.7

5.2%

145.6
53.1

2.7%

•f55

56.0
6.0%

m
52,0

6,5%

Tota!Ca})iigi($mlll)
Net Rant ($m[ll)
Return on Tota! Cap')

130
125

io.yA
9.6%
9.6%

5,9%
S,9%

8.7%
8,7%

5.0%
5.0%

4.7%
4.7%

6.9%
6.9%

6.2%
6,2%

4.4%
4.4%

5.2%
5.2%

2.7%
2.7%

6.6%
6.6%

6,5%
S,5%

Return on Shr. Equity
Return on Corn Equity

10.5%
10.5%

CURRENT POSITION 2015 2016 6/30/17

6.5%
33%

2M
52%

4.6% 1.5%
69%

1.0%
79%

3,6%
48%

3.0%
51%

1.2%
73%

2.1%
53%

NMF
112%

3.6%
50%

3,6%
4«%

Retained to Corn Eq
All Div'dsfo Net Prof

7.0%
32%

(SMILL.)
; ash Assets

Accts Receivable
Other
;u.rrent Assets

Accts Pay able
Dfibl Due
Other
;urrent LI sb.

50,4
9,5
5,5

39.3 46.0
16.5 14.1
5.1 6.4

65.4
4.8
7.0
1.4

60,9
4.9

.5

1.3

66.5

4.9
:4

2.6

BUSINESS: Consolidated Water Co. Ltd. develops arri operates
seawater desaiinafion plants and water disiribution systems in
areas where naturally occurring supplies of potable water are
scarce or nonexistent. Its desalination process invoives reverse os-

mosis tech. St provides water in Ifie Cayman Islands, Belize, the
Bahamas, fha British Virgin Islands, and Ba!i. At 12/31/16, it opera-

led 13 plants with a capacity of 26.3 million gallons per day. Inc.:
Cayman Islands. Has 117 employees. President & Chief Executive
Officer: Frederick McTaggart. Off./Dir. own 2.9% of stock; (4/17
proxy). Address: Regatta Office Park Windward Three, 4th Floor,
West Bay Road P.O. Box 1114 Grand Cayman, KYM102, Cayman
islands. Tel.: (345) 945-4277. Internet; www.cwco.com.

-13;2 6.7 7.3

AHNUAL RATES Past Past Est'd'14-'16
of change (persh) lOYrs. SYrs, !Q'20.'22
Revenues
"Cash Flow"
Earnings
Dividends
Book Value 7.5%

7.5% 1.5%
3.0% "1.5%

-1.0%
4,5%

16.0%
13.6%

-5.5% 2^,0%
7.0%.•5%

2.5% 4.0%

Cat-
endar

2014
2015
2016
2017
2018
Cai-
;ndar

2014
2015
201G
2017
2018
Gai-
;ndar

2013
2014
2015
2018
2QJ7

QUARTERLY REVENUES |$ mill.)
Mar.31 Jun.3S Sep. 30 Dec. 31

16.3 16,9 17,0 15.4
14.7 14.4 14.6 13,4
14.0 15.4 14.4 14.1
15.6 15.3 15,0 15.1
16.0 16.0 15.S 15.5

EARNINSSPERSHAREA
Mar.31 Jun. 30 Sep. 30 Dec.31

.04

.13
,15
.18
.17

.19

.15

.15

.11

.18

.13

.12
cU3
.13
,16

.11
.10
.18
.19

QUARTERLY DIViDE?S PAID B«
Mar.31 Jun.30 Sep.30 Dec.31

,075 .075 .075 .075
.075 .075 .075 -,075
,075 .075 .075 .075
.075 .075 .075 ,075
fi?fi fi7fi nyfi

Full
Year

65.6
57.1:
57.^
61M,
63.(^

Fuli
Yaar

Ful!
Year

Consolidated Water has decided to
exit the Asian market. The company, a
builder and operator of desalination
facilities, had completed the Nusa Dua
plant with the production capacity of
790,000 gallons a day on the Indonesian
island of Ball. Filled -with many high-end
resorts, Ball has a growing population and
a strong need for drinkable water. Pollow-
ing completion of the plant, demand for
the water never materialized for some rea-
son. As a result, in the second quarter,
Consolidated chose to classify the Nusa
Dua project as a discontinued business.
We now exclude its operations from our
earnings presentation.
The Bulk segment is struggling.
Though a subsidiary, Consolidated pro-
vides bulk water to the British Virgin Is-
lands C^VI). Relations between the compa-
ny and regulators have not been construe"
tlve in the past. Recently, authorities ex-
tended the existing contract for 14 years,
The price paid for water was slashed by
31% in 2017, though. Since this invest"
ment; is accounted for using the equity
method, the value of the assets must be es~
timated every quarter. A loss was posted

in the June period. Litigation regarding
the value of the Daughter Bay plant (that
was transferred to the BVI) has been ongo-
ing since earlier this decade.
Other operations are mbced. Profits
rose in the Bahamas due to lower operat-
ing expenses, while earnings at the Retail
segment were hurt by a rise in costs.
Moreover, the Service and Manufacturing
businesses continued to not do well.
Prospects for a new plant south of the
border seem very promising. M.exico
has a more stable business environment
than most of the countries where Consoli-
dated has assets located. Planning has
been in progress for years and construc-
tion may finally begin before yearend on
the large Rosalita project. Consolidated
will be a partial owner of the plant in
northern Baja that, if all goes well, could
eventually produce 100 million gattons of
potable water a day.
We would avoid these untimely
shares: Although the Rosalita plant holds
great potential, there is too much un-
certainty with Consolidated's regulators to
recommend the stock at this time.
James A. Flood October 13, 2017

(A) Fully diluted earnings. Excludes iosses
from discontinued operations: '17, $0.08 a
share. Next earnings report due early Novem-
her. (B) Dividends historically paid in late Janu-

ary, April, July, and October. • Dividend rein-
veslmenf plan a vai fable.
(C) in millions adjusted for stock split,
(D) Includes intangibles. As of G/30/17, $14.3

® Z017 Value Line, Inc. All rights reserved. Factual matenal is oblainad from sources believed lo be reliable and is provided wilhout warranii'es of any kind.
THE PUBLISHER IS NOT RESPOTfSIBi.E FOR ANY ERRORS OR OMISSIONS HEREIN. This pubfeation is striclly for subscrifaer's avn, non-commeraal, iniema! use. Nn JIE
o( it may be reproduced, resold, stored u iransfiAted in my printed, declfonfc or other form. Of used for getieo&ig w maiketing any printed or eledronie pubGcalion, seraice of pfoduci.
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Earnings Predictability 45
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MIDDLESEX WATER
TIMELINESS 4 Lawered7?17

SAFETY 2 HwiWnm

TECHNECAL 3 Raised 7M17
BETA .80 (1.00 "Market) . .

2020-22 PROJECTIONS
Atm'l Total

Price Gain Return
High 50 (+25%) 8%
Low" 35 '(-15%} -1%
Insider Decisions

DJFMAMJJA
(oBuy 000000000
Options 000070000
(ofidf 001100000
Institutional Decisions

to Buy
toSsli
Hld'sd

W6
40
62

7874

1Q201?
45
51

9400

2Q2017
60
14

9201

NDQ-MSEX
High:
Low:

20.5
18,5

20.2
16.9

RECENT
PRICE 40.47

19,8
12.0

LEGENDS
.— 1,20 x Dividends p sh

divided by inieiesl Raie
• • • • Reialive Price Slrengtti
Oslions; Yes

iterfed asea Mkates lecession

12Percent
shares 8
traded 4

17.9
11.6

19.3
14,7

PJE fTrailms:30.4\
^Median: 20.0,

19.4
16.5

^
i|(irj|[!

19.6
17.5

22.5
18.6

TTTTti111

23.7
19.1

[I.ll-ll'

RELATIVE
P/E RATIO 1,<

28.0
21,2

7Tr7TTTt^

44.5
25.0

DIVE)
YLO 2,1%

42.8
32.2

i|ljpn».

VALUE
LINE
Target Price Rang
2020 2021

% TOT, RETURN 9/17
THIS VLARfTH.'

STOCK INDEX
1 y. 14.1 16.-!
3yr, 117.7 31.5
5yr. H0.1 88.9

2022

[-6

2001 I 2002 I 2003 I 2004 2005 I 2006 f 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 ©VALUE LINE PUB. LLC 1^0-22

5.87
1.18
,66

.62

5.98
1.20

,73

.63
~1;25

7.11

-T59

7.39

6.12
1.15

.61

.65

~w
7.60

6.25
1.28
.73

6M
1.33

.71

.67

6.1G
1.33
,82
,68

G.50
1,^9
,87

6.79
1.53

.70

6.75
1,40
,72
.71

6,60
1.55

.72

G.50
1.46

,73

1.56
,90

.74

7.19
1,72
1.03

.75

7.26
1,84
1.13
.76

7.77
1,97
1.22
.78

8.1 G
2.17
1.3B

8.30
2.35
1.48

8.65
2,50
UQ
.87

Revenues per sh
"Cash Flow" per sh
Earnings per shA
Div'dDecildpershB"

S.40
3.1Q
2.05
1.62

2,54
8.02

2.13
8.2G

~I3T

8.52
1.68

10.05
2.12

10.03

~U9

10,33

-TX

11.13
T50
11.27

1.36
11.'18

1.28
1U2

~MO

12.24
1.59

12.74

~2ST

13.40
T86
13.95

~TS5

14.3S
Gap'! Spending per sh
Book Value per sh

~1M
16.45

10.17 10.36 10.48 11.36 TT58 13.T 13.25 13.40 13.52 -f5:57 15.70 15.82 15.98 16.12 16.23 -16:30 16.50 16.75 Common Shs Outst'g c i7M
24.G
1.26

3.8%

23.5
1.28

3.7%

30.0
1.71

3.5%

~26?

1,39
3,4%

-27j

1,46
3.5%

-2D

1,23
3.7%

21.6
1.15

3.7%

19.8
1.19

4.0%

21,0
1,40

4.7%

-17:8
1.13

4.2%

21.7
1,36

4.0%

20.8
1.32

4.0%

19.7
1.11

3.7%

18.5
.97

3.7%

~i9j

,96

3.3%

25.6
1.35

2.3%

Bofd fig<
Value]
eslfrrfi

Avg Aiin'l P/E Ratio
Relative P/E Ratio
Avg Ann'l Div'd Yield

KO
1.30

1A%
CAPITAL STRUCTURE as of 6/30/17
Total Debt $159.6 mi!l. Due in 5 Yrs $32.1 mill.
LT Debt $136.4 mi!!. LT interest $8.0 miil,
(Total inlersst coverage: 8.6x)

(SnofCap'l)

Pension Assets-12/16 $59.4 miil.
Oblig. $78.6 mil!.

Pfd Siock $2.4 mil!. PFd Div'd: $.1 mill.

Common Stock 16,337,784 shs,
asof7/31;17

MARKET CAP: $G50 mililon (Smal! Cap}

86.1
11.8

91.0
12.2

81.2
10,0

102.7
14.3

102.1
13.4

110.4
14.4

114.8
16.6

117,1
18,4

126.0
20.0

132.9
22.7

137
24.5

145
27.0

32.6% 33.2% 3^,1% 32.1%
6.8%

32.7%
6.1%

33.9%
3.4%

34.1%
1.9%

35.0%
1.7%

34.5%
1,9%

34.0%
2.7%

35.0%
u%

36.0%
u%

Revenues (imill)
Net Profit ($mNI)

160
35.0

Income Tax Rate
AFUDC'A lo Net Profit

37.6%
2,5%

49.0%
49.6%

45.6%
51.8%

46.6%
52.1%

411%
55.8%

42.3%
56.6%

41.5%
57.4%

40.4%
58,7%

w.s%
58.8%

33.4%
59,8%

37.9%
61.5%

37.5%
S2.0%

37.5%
6U%

Long-Term Debt Ratio
;ommon Equity Raiio

37.5%
610%

333,9
5.6%

259.4
366.3
5,8%

267.9
376.5
5.0%

310.5
405.9
S.7%

312.5
422,2
5.2%

316.5
435,2
5,4%

321.4
446.5
5,9%

335.8
4S5A
6.3%

345.4
481.9
6.6%

355.4
517.8
7.1%

376
525

7.5%

385
535

7,5%

Total Capital ($mii))
Net Plant ($mjli)
Return on Total Cap'i

455
575

8.0%

8,7%
7.0%
7.0%

8.1%
8.2%

7.5%
7.5%

7.8%
7.8%

8,7%
8,7%

9.2%
9.3%

9.6%
8.6%

10.3%
10.3%

w.s%
10,5%

1U%
11.6%

Return on Shr. Equity
Re!um on Corn Equity

n.s%
12,5%

CURRENT POSITiON 2015 2016 6/30/17

1.8%
79%

2.0%
78%

.1% 2.1%
75%

1.0%
87%

1.4%
83%

2,4%
73%

3.1%
67%

3.5%
63%

4.3%
53%

4.5%
S1%-

5.6%
54%

ReiainedioComEq
AllDiv'dstoNetProf

6.0%
50%

(iMjLL.)
;ash Assets

Other
Surrent Assets

Accts_Payable
Debt Due
Other
;urrent Uab.

3.5
20.9

3.9
22.8

3.7
26.0

24.4 ~26J —2977
6.5 12.3 15,0
8.7 18.2 23,2

13,1 , 16:6 17.2
"4TT

BUSINESS; Middlesex Water Company engages in Ihe-'ownership
and operation of regulated water utility systems in New Jersey, Del-
aware, and Pennsylvania. It also operates water and wastewater
systems under confract on behaif of municipal and private ciienls in
NJ and DE. lis Middtesex System provides water services to S1,000
retail customsrs, primarily in Micicflesex County, New Jersey, fn

2016, Ihe Middlesex System accounted for 60% of operafing reve-
nues. At 12/31/16, the company had 303 employees. Incorporated:
NJ. President, CEO, and Chairman: Dennis W. Do!l. Officers &
directors own 3.5% of the common stock; BlackRock institutional
Trust Co., 7,2% (4/17 proxy). Add.; 1500 Ronson Roaci, lse!in, NJ
08830. Tel.: 732-634-•1500. Internet: www.middiesexwater.com.

28.3 55.4

ANNUAL RATES Past
of change (per sh) IQYrs.
Revenues 2.0%
"Cash Row" 4.5%
Earnings 5.0%
Dividends 1.5%
Book Value 4.0%

Past Est'd'14.'1G
5Yrs. to'20.'32
3.0% 3,5%
6.5% 7.5%
8,0% 8.5%
1.5% 4.5%
3.0% 4.5%

Gal-
endar
2014
2015
2016
2017
2018
Cal-

endar
2014
2015
2016
2017
2018
Ca[-
;n d ar

2013
2014
2015
2016
2017

QUARTERLY REVENUES ($ mill]
Mar.31 Jun. 30 Sep. 30 Dec.31

27.1
28.8
30.6
30.1
33.0

29.2
31.7
32.7
33.0
37,0

32.7
34,7
37.8
38.0

28.1
30.8
31.8
34.9

40.6 35.0
EARNINGS PER SHARE A

Mar.31 Jun. 30 Sep. 30 Dec,31

.20

.22

.29

.27
,33

.29
,31
.36
.33
.38

-.42

.41
,54
.55
.57

,22
.28
.19
,33
,32

QUARTERLY DIVIDENDS PAID G-
Mar.31 Jun.30 Sep,30 Dec.31

.1875 .1875 .1875,, .19

.18 .19 .19 .1S25

.1925 .1925 .1925 .19875|

.19875 .19875 .19875 .211251
,21125 .21125 .21125

Ful!
Year

117.1
126.0:
132,^
137
145
Ful!
Year
1.13
1.22
U8
1,48
UQ
Ful!
Year

Middlesex Water Company reported
soft results for the second quarter.
Following a somewhat colder (longer)
winter season, customer water usage
picked up only moderately through the
late spring Into early summer monlhs. In-
deed, the volatile Northeast region of the
U.S. (MSEX's main area of operation)
leaves the company subject to weather dis-
ruptions. First-quarter revenues came in
roughly flat, year over year, at $33.0 mil-
lion. Delaware operations registered a
modest gain thanks to new customer addi-
tions, while Its New Jersey segment
slipped due to a continued trend of weak
water consumption. Similar to the first
quarter, net income took a step back, corn-
pared to the year-earlier figure. Share net
of $0.33 missed our mark by, $0.04, with
increased water production costs weighing
on profits.
Our current-year top- and bottom-line
estimates are being modestly reduced.
We now expect Middlesex to earn $1.48 a
share (-$0.02 less than our previous call),
on $137 million in revenues (-$1 million).
Infrastructure upgrades are still man-
agement's main focus. Under its recent-

ly established RENEW program and
Water for Tomorrow initiative, the compa-
ny aims to allocate nearly $12 million in
each of the next three years to bolster its
water transmission capabilities by replac-
ing old water mains, valves, and services
lines throughout New Jersey. Total capital
spending on its water distribution infra-
structure (approximately $200 million
through next decade) ought to be closely
monitored, with a portion of those cor-
responding investment costs being
recovered by appropriate rate filings. Fi-
nally, a slow but sure pickup in consump-
tion from New Jersey residents should
provide an extra boost to the top line fur-
ther out.
Our Timeliness Ranking System pegs
shares of Middlesex Water Company
as year-aliead market laggards (4, Be-
low Average). In the same breath, the is-
sue offers unattractive total return poten-
tial over the 3- to 5-year pull, and its divi-
dend yield, though average, pales in com-
parlson to its historical norms. Therefore,
we suggest investors stay on the sidelines,
for now.
Nicholas P. Patnkis October 13, 2017

(A) Diluted earnings. Next earnings report due
early November.

(B) Dividends historicafly paid in mid-Feb.,
May, Aug,, and November." Diy'd reinvestmenl
plan avai!able,

(C) In milfions, adjusted for spilt,

® 2017 Value IJne, Inc. /U! rights reserved. Fauual mateiial is oblained ffcm sources believed lo he reiiaMe and is provided vfltlioiil warranlies of an)
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publicalion is svictly for subscribers cim, non-commerdal, intern a! use.
d it may 6c reproduced, [esolii, slorod or iiansrailied in any printed, electforac or olher <«m, or usai ?or genefadig or liiaiketing any pfi'nleii or eleclronk: puNicaton, service or pwfuct,

Company's Financial Strengfh B+i-
Stack's Price Stability 70
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Earnings Predictabiiity 85
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SJW GROUP NYSE-SJW
RECENT
PRICE 57.60 |M,7(Trailing: 21.6^

Median; 23.0^
RELATIVE
P/£ RATIO

ISIV'D »f CO/
IYL'D" '1,070

VALUE
LINE

TIMELihiESS 3 Raised6M7

SAFETY 3 New4B2/11

TECHNICAL 3 Lowsred WW1
BETA .75 (1.00«Mafkel)

20MPROJEGTIONS
Ann'i Total

Price Gain Return
High 80 (+40%) 10%
low 55 ' (-5%} ' 1%

insider Decisions
DJFMAMJJA
000000000
080680000

to Buy
Options
loStii 111000001
institutional Decisions

4Q2016 Kjilil? 2Q;Oi7
to Buy 81 83 67
to Sell 59

9218
59

10726
73

10959

High;
low:

45.3
21.2

43.0
27,7

35.1
20.0

LEGENDS
i— 1.50 x Dividends Gsh

divided Eiy Interest Rale
Retaiiw Price Slfeni

3.for-1 spB 3/04
Z-for-1 spljl 3/OS
Opu'ons:'Yes
Shaded area mdkates (swssson

Percent 15
shares lO
traded 5

30.4
18.2

28,2
21.6

?t

n.lNUll

26.8
20.9

wnt

26.9
22.6

;^ ( [I

30.1
24.5

'.Ifll!'

33.7
25.5

35.7
27.5

"'„.,. TTTjH

56.9
28.6

57.8
45.4

t]iinL-.

Target Price Rang
2020 2021

% TOT. RETURK 9/17
THIS ULARITH.'

STOCK MOEX
1 y. 31.8 16.4
3yr. 124.9 31.5
5yr. 151.9 88.9

2022
-120
-100

2001 I 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 ©VALUE LSNE PUB. LLCl^O-22

7,45
1.49
.77
,43

7,97
1.55
.78

,46

8.20
1.75

.91

.49

9.14
1.89

,87

.51

2.21
1.12
.53

10.3S
2.38
1.19

.57

11.25
2.30
1.04
.61

12.12
2.44
1.08

11.68
2,21

.81

11.62
2,38

12,85
2.80
1.11
.69

14.01
2.97
1.18

.71

13.73
2.90
1.12

.73

15.76
4.42
2.54
.75

14.97
3.86
1,85
.78

16.61
-1,76

2.57
.81

17,15
4,50
2.45
.87

16.80
4.65
2.60
.93

Revenues per sh
"Cash Flow" per sh
Earnings per shA
Div'dDeci'dpersli8"

20,65
5.15
3.00
1.12

"1G3

8.17

~m "14T

9.11

~2:3i
10.11

2.83
10,72

3.87
12,48

6.62
12.30

3.79
13.S9

3.17
13.65

5,65
13.75

3,75
14.20

5.67
14.71

~4M

15.92
5.02

17.75
5.24

18.83
6.95

20.61
e.QO

21,26
5,50

2UQ
Cap'l Spending per sh
Book Value par sh

5.00
23.90

18^7 ~\S2T 18.27 18.27 18,27 18,28 18.36 16.18 18.50 18.55 18,58 18.67 20:17 20.29 20.38 20A6 21,00 22.00 common Shs Outst'g G 2100
~18l

3.0%

-17.3

,94
3.4%

15.4

3.5%

19.6
1.04

3.0%

19.7
1.05

2.4%

23.5
1,27

2.0%

33.4
1.77

1.7%

26.2
1.58

2.3%

28.7
1.91

2.8%

"XT

1.85
2,8%

21,2
1.33

2.9%

20,4
1.30

3.0%

"24.3

1,37
2.7%

11.2
.59

2.6%

16.6

2.5%

15.7
.83

2.0%

3o;d figi
Value
eslin!

res are

.In e

Avg Ann'! P;E Ratio
Relative P/E Ratio
AvgAnn'IDiv'dYIeid

22.0
1.4Q

1,7%

CAPITAL STRUCTURE as of G/3Q/17
Total Debt $430.9 mill. Due in 5 Yrs $14.3 mill.
LT Debt $430,9 mill. LT interest $20.0 mi!!.

(50% of Cap'!)

Leases, Uncapitalized: Annual rentals $6.6 miil.

Pension Assets-12/16 $113.9 mi!l.
Oblig. $174.1 mi!l.

Pfd Stock None.

Common Stock 20,506,494 shs.

MARKET CAP: $1.2 billion (Mid Cap)

206.6
19.3

220.3
20.2

216,1
15.2

215,6
15.8

239.0
20,9

261.5
22.3

276.9
23.5

319.7
51.8

305.1
37.9

339,7
52.8

3BO
51.0

370
57.0

39.4%
2.7%

39.5%
2.3%

40.4%
2,0%

38,8% 41.1% 41.1% 38.7% 32.5% 38.1%
2.0% 1.0%

39,Q%
1,S%

39.0%
1.5%

Revenaes (Smill)
Net Profit (Nil))

475
fi9.0

Income Tax Rate
AFUDC% to Net Profit

33.6%
1,5%

47.7%
52.3%

4S.O%
54.0%

-19.4%
50.6%

53.7%
46,3%

56.6%
43.4%

55.0%
45,0%

51.1%
48.3%

51.6%
48.4%

49.8%
50.2%

50.7%
49.3%

49,0%
51.0%

49.5%
51,5%

Long-Term Debt Ratio
iomoion Equity Ratio

49,0%
51,0%

453.2
645.5
5.7%

470.9
684.2
5,8%

499.6
718.5
4,4%

550.7
735.5
4.3%

G07.9
756.2
4.9%

610.2
831.G
5.0%

656.2
S98.7
5.0%

744.5
963.0
8.3%

764.6
1036.8

6,3%

855.0
1146.4

7.4%

870
1200
7.0%

625
1250
7.5%

Total Capifal ($mili}
Net Plant (imill)
Return on Total Cap'l

ws
1325
7.5%

8.2%
8.2%

8,0%
8.0%

6.0%
6.0%

6.2%
6.2%

7.9%
7.9%

8.1%
8.1%

7.3%
7.3%

14.4%
14.4%

9.9%
9.9%

12.5%
12.5%

11.5%
11.5%

12.6%
110%

Reiurn on Shr. Equity
Return on Corn Equity

12.5%
12.5%

CURRENT POSITION 2015 2016 G/30/17
(NLL)

;ash Assets
Accts Receivable
Olher
;urrent Assets

Accts Payable
DeblDue
Other
;urrent Li a b.

3.5%
57%

3,3%
59%

1,2% 1.2% 3.1%
61%

3.3%
59%

2.8%
62%

10,2%
29%

5,7%
42%

8.6%
31%

7.5%
36%

7.5%
36%

Retained Eo Corn Eq
IDiv'dstoNefProf

8.0%
37%

5.2 25,3 9.2
16.^ 16.4 20.6
51.8 57.9 43.1

-73,4 99.6 72.9

16.2 18.7 27.1
38.1 14.3 --
25.3 30.6 43.3

BUSfNESS: SJW Group engages in the produciion, purchase,
storage, purificafion, distnbution, and retail sale of water, it provides
water service to approximately 229,000 connections v/Hh a fotal
population of roughly one million people in the San Jose area and
13,000 canneclions Ihat reaches about 39,000 residents in the re-
gion between San Anlonio and Austin, Texas. The company also

offers nonregulated waterrelat^d services and owns and operates
commercia! real estate investments. Has about 406 employees. Of-
ficers and directors (including Nancy 0. Moss} own 26.9% of out-
standing shares (3/17 proxy). Chairman & C.E.O.; Richard Roth.
Inc.: California. Address: 110 West Taylor Street, San Jose, CA
35110. Telephone: (408) 279-7800. internet; www.sjwater.com.

~7976 63.6 70.4

ANNUAL RATES Past Past Est'd'-i4-'16
ofchansefpersh} lOYrs. 5Yrs. to'20-'22
Revenues - 5,0% 5.5% 4.5%
"Cash Flow" 7.0% 12.0% 3.0%
Earnings 8.0% 20.5% 4,5%
Dividends 4.0% 3.0% 6.0%
Book Vafue 5.5% 6.5% 4.0%

Cat.
endar

2014
2015
2016
2017
2018
Cal-

endar

2014
2015
201 G
2017
2018
Cai-

endar

2013
2014
2015
2016
2017

QUARTERLY REVENUES ($ mil!.)
Mar.31 Jun.30 Sep. 30 Dec. 31

54.6 70.4 125,4 69.3
62.1 72.4 -83.0 87.6
61.1 86.9 112.3 79.4
63,0 102.1 102 87,0
70.0 105 165 90.0

EARNINGS PER SHARE A
Mar.31 Jun.30 Sep. 30 Dec, 31

.04

.23

.16

.18
.17

.34

.36

.82
A6

.75

.28

.80

.67

.62

.65

QUARTERLY DIVIDENDS PAID B«
Mar.31 Jun.30 Sep,30 Dec.31

.1825 .1825 .1825 ,1825

.1875 .1875 .1875 .1875

.1950 .1950 .1950 ,1950

.2025 .2025 .2025 ,2025

.2175 .2175 ,2175

Full
Year

319.7
305.-1
339.7
366
370
Full
Year

2.54
1.85
2,57
2.45
2.fi0

Full
Year

SJW Group is making a change at the
helm. Current President and Chief Execu-
tive Officer Richard Roth announced his
retirement effective November 5th. The
board of directors has appointed Erie W.
Thornburg as a replacement for both posi-
tioris, as well as a new board member. Mr,
Roth will also step down as Chairman, but
will serve until the next annual stock-
holder's meeting.
The second-quarter performance was
better than expected. SJW delivered im-
pressive financial results during the June
period, underpinned by cumulative rate in-
creases and higher recordings in its water
conservation memorandum account. Cus-
tamer water usage also ramped up in the
period. All told, revenues of $102 million
rose 1796 from the previous-year tally.
Meanwhile, water production and operat:-
ing costs edged higher, but the company
managed to report earnings of $0.90 a
share. Note, there was a one-time gain on
the sale of real' estate assets. Still, the bot-
torn line would have exceeded our expecta-
tlons.

Our financial projections are being
raised across the board. We have added

$0.25 to our current-year earnings es-
timafce, to $2.45 a share mainly owing to
the recent quarter's beat. For 2018, we
now look for share net of $2.60 (+$0.25).
Revenues for this year and next are being
ratcheded up by $15 million and $20 mil-
lion, to $360 million and $370 million,
respectively.
Capital spending ought to be a key
growth driver further out. Year to date,
SJW has invested $62 million, and will
likely allocate more funds to its Montevina
project tliis year. On balance, only a small
dent has been made in its $300 million
spending budget. Lastly, the company
ought to get a better handle on its operat-
ing costs, which should provide a modest
boost to margins down the road.
SJW Group stock does not jump out at
us at the current quotation. Shares of
the San Jose utility have surged almost
15% in value since our July review. Even
after raising our 2020-2022 Target Price
Range, the issue presents lackluster total
return potential over the long haul. More-
over, the dividend yield is below the Value
Line median.
Nicholas P. Patnkis October 13, 2017

(A) Diluted earnings. Exducies nonrecumng
losses: '03. $1.97; '04, $3.78; '05, $1.09; 'OS.
$16.36; '03, $1.22; '10, $0.46. GAAP account-
ing as of 20-(3. Next earnings report due late

November. Quarterly earnings may not add
due to Founding.
(B) Dividends historically paid in eariy March,
June, September, and December." Div'd rein-

vestment p!an available.
(C) In millions, adjusted for stock splits.

s 2017 Va!ue Une, inc. Ai! rights reserved. Faclua! maipia! is obiained fronrt sources belfeved to be refoble and is provided rilhoui v/arranUes ol any kind.
ThfE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS'OR OMISSiONS HEREIN. This publication [s stritliy for subscriber's own, nnn-coBiroefcia!, iniernal use. No part
aS is my be iBptoduced, resoM, stored w Iransraitled in any printed, electfon'n: or n!her forin, or used for gensoling or mafheiing any printeii or elecirnnic ptAEcation, seruce or product. I
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YORK WATER NDQ.YORW
TIMELINESS 4 Lowered8M7

SAFETY 3 Loivered 7/17/15

TECHNiCAL 2 Raised 10/13/17
BETA .80 (1.00?Mafket) .-

2020-22 PROJECTIONS
Ann'f Total

Price Gain Return
High 40 (+15%) Qo/o
Low 25 '(-30%) -5%
Insider Decisions

DJFMAMJJA
toBuy 1 1 1 113 2 213 2
Oplions 1000013 000
taSdl 000000000
Institutional Decisions

!o Buy
!o Sri!
Hld'sil

^ww
-16
34

4284

1Q2CI7
38
33

5127

?M
42
33

5206

High:
Low:

21.0
15.3

18.5
15.5

REGENT
PRICE

16.5
6.2

LEGENDS
•— 1.10 x Dividends D sh

divided bv Imeresl Rate
Relative Price Slreni

3-fqr.2 split 9ffiS
Opilons:'Yes
Shaded area mdicaies recossion

Percent
shares
traded 4

18.0
9.7

18.0 | 18.1 | 18.5 | 22.0
12.8 | 15.8 f 16.8 | , 17.6

!^.. ^A ^/Trailing:
LUOiSATIO 04.4 Median;

TTTTTW1

24.3
18.8

.[ fl

RELATIVE
P/E RATIO I«i

26.7
19.7

tfen

39.8
23.8

lltflTI

BB

DiV'D
YLD 1,

39.9
31.7

til|il|!<>

Target Price Rang<
2020} 2021 I2022

% TOT. RETURN 9/17
THIS VLAR1TH.'

STOCK INDEX
1yr. 16.3 16.4
3yr. 80.9 31.5
5 yr. 107.4 88.9

!-6

2001 j 2002 I 2003 I 2004 2005 I 2006 f 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 ©VALUE LINE PUB. LLCI^O-22

2.05
.59

,43
.34

2.05
.57
.40

.35

2.17
.65

,47
.37

2,1 a 2.58
.79
.56

,42

2.56
.77
,58

2.79

.57

2.89
,88

.57

2,95 3,07
1.07
.71
.52

3.18
1.09

.71

.53

3.21
1,12

.72

.54

3.27
1.19
.75
.55

3.58
1,36

.57

3,68
\A5
.97

3.70
1.42

3.90
1.BO
too
.66

4.16
1.S5
1.65
.70

Revenues per sh
"Cash Flow" per sh
Earnings per sh A
Div'dDecl'dpersh B

5.65
2,05
t-fO
.so

"75

3.79 3.90
1.07
4.08

2.50
4,65

~TG9

4.85

~U5

5.84
1.69
5.97

2.17
6.U

-M8

8.92
.33

7.19
^74
7.45

.94
7.73

.76
7.98

-uo

8.15
TTT
8.51

T33 'm
9.15

1.2S
9.55

Cap'! Spending per sh
8ook Value per sh

'.8,5

11.QO
9.46 9.55 9.63 10.33 ~W6 11.20 11.27 11.37 12,58 12.G9 12.79 12.92 12,93 12.83 -T2:8T 12:85 12.SO 12.75 Common Shs Outst'g c 12.W
17.8

.91
4.4%

28.9
1.47

3.3%

24.5
1.40

3.2%

25.7
1.36

3.1%

26.3
1.40

2.9%

31.2
1.68

2.5%

30.3
1.61

2.8%

~24I

1.48
3,5%

21,9
1.'16

3.6%

20.7
1.32

3.5%

23.9
1.50

3.1%

24.4
1.55

3.1%

26.3
1.48

2.8%

23.1
1.22

2,8%

-23?

1,18
2.6%

32.8
1.72

2.1%

Bold fig<
l/alue]
esffei,

ires are

l-ifie

lies

Avg Ann'i P/E Raiio
Relafive P/E Ratio
Avg Ann'l Div'd Yield

22.5
1M

2.8%

CAPITAL STRUCTURE as of 6/30/17
Tota! Debt $88.2 mill. Due in 5 Yrs $30,5 mill
LT Debt $68.2 mill. LT Interest $5,4 mil!.

(43%ofCap'l)
Pension Assets 12/16$35.5 mill.

Oblig. $40.8 mill.

Pfd Stock None

Common Stock 12,845,000 shs.

MARKET CAP: $450 million (Small Cap)

31.4
6.4

32,8
6.4

37.0
7,5

39.0
8.9

^0.6
9.1

41.4
9.3

42,4

8,7

45,9
11,5

47.1
12.5

47.6
11.8

56,0
f3.0

S2.Q
13,5

36.5%
3,6%

36,1%
10,1%

37,9% 38.5%
M%

35.3%
1.1%

37.6%
1.1%

37,6% 29,8%
1,8%

27.5%
1.6%

31.3%
1.9%

29.0%
u%

30.0%
1.5%

Revenues (imill)
Net Profit (Nil!)

6S.O
17,0

Income Tax Rate
AFUDC% to Net Profit

31.5%
u%

46.5%
53.5%

54,5%
-S5,5%

45.7%
54.3%

48.3%
51.7%

47.1%
52,9%

'56,0%
54.0%

4s.n
54.9%

44.8%
55,2%

44.4%
55.6%

42.6%
57.4%

43.5%
56.5'A

44.6%
56M

Long-Term Debt Ratio
;ommon Equity Ratio

45.6%
55.0%

125.7
181.6
6.7%

153,4
211.4
5.7%

160.1
222.0
6.2%

176.4
228.4
6.5%

180.2
233,0
6,4%

184,8
2^0,3
6.4%

244.2
6.5%

189,4
253.2
7.4%

196.3
261.4
7.6%

198.7
270.9
7.2%

m
275

7.5%

215
286

7.5%

Total Cap[ia1($m!il)
Net Plant ($mili)
Return on Total Cap'l

240
235

8,0%
9.5%
9,5%

9.2%
9.2%

9.8%
8.6%

9.5%
9.5%

9.3%
9.3%

9.3%
9.3%

11.0%
11.0%

11.5%
«.5%

10.4%
10.4%

11,6%
11,0%

1U%
1U%

Return on Shr. Equity
Return on Corn Equity

12.5%
U5%
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;ash Assets 2.9 4.2
Accounts Receivable 3.5 4.3 4.2
inventory (Avg. Cost) ..8 .7 .8
Other ' ' ~ '4.6 3.4 3.4

Current Assets 11.8 -(2.6 8.4

Accts_Payab!e 1.8 3.7 5.1
Debt Due
Other 4.4 4.5 4.7
iurrent Liab.

1,7%
82%

1.4%
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1.9%
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2,5%
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3.4%
67%

4.0%
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AUDlv'dstoNetPfof
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BUSINESS; The York Water Company is the oldest investor-owned
regulated water utility in the United States. It has operated contin-
uously since 181S. As of December 31, 2016, the company's aver-
age daily availability was 35.4 million gaiions and Us service terri-
tory had an estimated populadon of 196,000. Has more than 67,000
customers. Residential customers accounted for 63% of 2016 reve-

nues; commercial and industrial (29%); other (8%), It also provides
sewer billing services. Incorporaied: PA. York had 105 fuil-fime em-
pioyees at 12/31/16. President/CEO: Jeffrey R. Hines. Of-
ficersAiireciors own 1.1% of the common stock (3/17 proxy). Ad-
dress; 130 East Martet Street, York, Pennsylvania 17401. Teie-
phone: (717) 845-3G01. Internet: www.yorkwater.com.

6.2 8.2 9.8

ANNUAL RATES Past
ofchange(persh) 10Yrs.
Revenues 4.0%
"Cash Row" 6,5%
Earnings 5.5%
Dividends 3.5%
Book Value 5,0%

Past Est'd'U-'lfi
5Yrs, io'20-'22
3.5% 7.5%
6.5% 6.5%
6.0% 7.0%
3.0% 7,0%
3.5% 4.5%
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QUARTERLY REVENUES ($ mil!.)
Mar.31 Jun. 30 Sep, 30 Oec,31

10.6
11.2

11.8
11,9

11.3 11.8
11.3 12.3
12.2 12.7

12,0 11.5
12,4 11.6
12.6 11.9
13.4 13.0
13.S 13.3

EARHIKGSPERSHAREA
Mar.31 Jun. 30 Sep. 30 Dec,31

.16

.20

.19

.20

.22

.22

.22

.23
,23
.24

.23
,28
.27
.23
.30

,28
.27
.23
.28
.29

QUARTERLY DIVIDENDS PAID s
ftiar.31 Jun.30 Sep,30 Dec.31

.138 .138 .138 ,138

.1431 .1431 .1431 .1431

.1495 .1495 . .1495 .1555

.1555 .1555 .1555 .1602

.1602 .1602 .1602

Full
Year

45.9
47.1;
47,e
5QM,
52.6,

Full
Year

.97

.92
1,00
1.65

Fuli
Year

.55^

.57^

.6(N

.627t

Shares of York Water are trading at
levels seen three months prior. It has
been a relatively quiet summer for the
Pennsylvania-based regulated water utili-
'ty, as the stock price has been somewhat
range bound.
Second-quarter financial results were
a mixed bag. Revenues of $12.3 million
were in line with our expectations, with
help from recent acquisitions and higher
surcharges. But the annual jump in reve-
nues. did not directly translate to an in-
crease in earnings. Operating expenses,
namely maintenance and administrative,
rose substantially to almost 39% of total
revenues (+240 basis points year over
year). Consequently, share net of $0.23
was flat compared to the like-2016 figure.
We are scaling back our 2017 and 2018
share-net estimates accordingly. Due
to the rise in operating costs, we are'
lowering our current-year profit forecast
by $0.03, to $1.00 a share. Meanwhile, our
2018 earnings estimate is being reduced
by $0.05, to $1.05 a share.
Ensuing benefits from capital ex-
penditures should help offset the up-
tick in operating costs (lower effec-

five tax rate). York ought to continue to
benefit on the tax front thanks to higher
maintenance and repair deductions. Year-
to-date spending is already 180%> above
last years tally. For the remainder of
2017, York estimates an additional $9 mil-
lion in capital investment on water mains
and various infrastructure upgrades.
Overall, our model projects top- and
bottom-line advances of 5% and 9% this
year, and 4% and 5% in the next, respec-
lively.
This issue holds limited investment
appeal, at the moment. The stock is an
unfavorable selection for relative year-
ahead price performance (Timeliness: 4).
And from a price-to-earnings perspective,
the recent valuation is a bit lofty, in our
view. Although York's track record of divi-
dend payout increases is second to none,
the current yield is nothing to write home
about. Indeed, the recent price surge has
pushed the yield below 2.0%, fractionally
•below the broader market average. All
told, those looking to gain exposure to the
regulated water utility space will probably
find more attractive options elsewhere.
Nicholas P. Patrikis ~ October 13, 2017

(A) Diluted earnings. Next earnings report due (C) in millions, adjusted for split.
late November.
(B) Dividends historically paid in late February,
June, September, and December.
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Company's Rnancia! Strength B+
Stack's price Stability 60
Price Growth Persistence 55
Earnings Predictability 95

I To subscribe call 1.800.VALUELINE

Docket No. UW 172
Staff/205 

Muldoon/10


