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Lyt ECONOMIC SERIES 110

—-z=, Value Line’s estimates of sales and earnings growth for md1v1dual broad based GDP deﬂatorwﬂl advance 72.0%-2:5% per.ye

Jompanies- are derived by correlating sales, earnings, and dividends  age.. Long -term interest rafes:ion AAA corporate bonds:ar projected
to appropriate components or subcomponénts of the Gross Domestic  to average just over 5.0% in the years "9020-2022. We expect the Fed:
Product; presented below. A more detailed forecast appears periodi- . eral Reserve to pursue moderately tighter. monetary policies except in

N
/

. ca]ly in Selectwn & Opinion. L s, yearsin which thé economy'isslowing g¥ithere is a recession. Based on

these assumptlons the Gross Domestic Product will average about

HYPOTHESIZED ECONOM[[C $23,400 billion in the years 2020-2022, a level that is just over 25%
ENVIRONMENT 3 TO 5 YEARS HENCE - . above the 2016 total of $18,625 billion.

The hypothesmed 2020-2022 economic environment into which earn- .
.ings are forecast is as follows: Unem; yment will average 4. 0%-4.6% Thmgs may turn out dlfferently Butin the absence of Lnowledge of the
- of the'national labor force. There will bé no major war in progress at  future, we use the above assumptions, which appear to be most plau-
,that time. Industrial production will be .expanding by 2.0%-2.5% per  sible, Thus we are able to apply 2 common economic environment to 311
) In.ﬂatton w1ll contmue to be modest Pnces as: measured by the stocks for the purpose of measunng relative growth potentlal i

THESE AHETHE NATIONAL INCOME SEHIES TO WHICH VALUE LINE SALES, EARNINGS ANDDIVIDEND ESTIMATES ARE COHRELATED :

ANNU _STATISTICS . ; 2006 .2007 2008 2009 2010 - 20M 2012 ©o2013 2014 2015 2015“‘ "2017‘ 2018* ,20?0-22' N
mestlchduct($Blll) ) 13858, 14480 14720 14418 © 14958 15518 16155 16692 17428 18121 18625 - 19387 20362 233680 "

i ReaI'GDP(ZOOSChained$B|II) ’ 14615“_ 14877 14834 14418 14779 1502t 15855 5612 15982 16397 16716 . 17093 17590 18881
| Total Cansumption ($Bill:) ~ 9815+" 10036 19900 9843 10036 10264 10413 10565 10868 11264 -115727%:11863 12221 - 13145 |
_- Nonresrdentlal Fixed lnvestment($B|ll) 1840 1948 1934 1633 1674 = 1803 1964 2033 2178 2224 - 2214 2306 2402 2667 | )
| Indl -2 25 : 113 57 33 28 19 37 27 01 22 267 B2
g X 181 . - 134 0.55 0.59 ‘0.61 0.78 093 100 - 1At - 448 121 1.26 140+
) ToiaILightVehtcleSales(Mlll Units) 165 ° 161 104 116 127 144 - 155 164 - 174 175+ 1Z1 - 17.0 -+ {165
| Personal Savings Rate (%) - ‘34 30 6.1 56 57 76 48 48 6.1 49 - 35 34 - 47
NatmnalUnemploymentRate(%) . 46 46 93 9.6 89 8.1 74 6.2 53 49 7 44 42 - 43
1 AAACorpBondRate(%) 56 ‘56 .56 53 49 46 37 42 42 39 37 - 39 44 52 E
.JOYearTreasuryNote\Rate(%) sl A8 48 o0 87 33 . 82 28 18 24 25 22 19 - 24 28 36
&MonthTreasury Blll Rate(/o) . 47 44 14 0.2 01 04 0.1 0.1 0.1 0.1 63 ‘09 - 15 28 [
ANNUALRATESOFCHANGE A . ) ’ . ’ . T e Cmmmm
£ ; c 27 18 - 28 25 16 22 17 24 26 19 - 23 29 22 1

3. 27 49 08 412 20 18 . 16 18 .11 15 18 - 22 - 23

1 onsumerPncelndex . . 82 29 38 03 ‘16 81 21 15 16 - 05 1.8 1.8: 21 25 4
- QUARTERLYANNUALIZEDRATES . . 2016 ; ' R 2017 ; . - 2018 RN
st 2nd " 3rd 4th 1st 2nd’ 3rd* 4h* o istt - -2nd* 3rd* - -4tht

Gross Domestic Product ($Bill.) 18325 18538 '1 8729 18906 19057 192500 19499 19741 19967 - 20225 - 20496 20760

+| RealGDP.(2009:Chained $Bill.) . - .. 16572 16664 16778 16851 16901 17031 17157 17284 17391 17520 - 17659 17790 .
( T sumpnon($B|II) 14430, 11587 11618 . 11702 11757 11839 11924 {2012 - -12095 12179 - 12263 12345 -
] N_\ n ralerdlnvestment($B|ll) . 2183 2205 2224 2225 2263 2292 23200 2346 2369 - 2390 2413 2437

| InduslnalProductmn(%Change,AnnuaIlzed) <18 0.7 OB' 07 - 15 56, -15 3.0 25 2% 25 <25
+|. Housing.Starts (Mill. Units) . . . . 1.15... 116 115. 125 1.24 117 117 125 ) 1.20 125 127 130+
TotalnghtVehcheSales(Mﬂl Unﬂs) 73, 112 175 178 ! R TA 168 171 17.3 . 1707 470 170 170
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WATER UTILITY

Traditionally, equities of water utilities have
been purchased for safety, income, and well-
defined earnings. These stocks would lag the mar:
ket during rallies and ocutperform during down-
turns. Investors were also willing to accept less
total return in exchange for low volatility and
better defined earnings and dividend prospeects.
This pattern has changed in the recent past.

Almost every member of the water group is im
the midst of a large construction program aimed
at replacing aging pipelines and waste treatment
facilities. In general, balance sheets are only rated
about average, as they have needed to add debt to
fund capital investments. i

The 1
utility operates plays a significant role in its earn-:

- .ings and dividends potential. This is because state
authorities determine the rate of return on utili-
ties” investment in new plarit. Unlike the situation
faced by their cousins, electric utilities, the rela-
tionship b etween regulators and water companies
has béen positive. ' '

One of the majo , ,
months was the' dichotomy in the performance of the
ifferent stocks in the Water Utility Industry. The five
quities- by, market* capitalization, had these
- 1 erican States Water (+10.4%), American Wa-
- ter Works (+9.0%), Aqua America (+14.5%), ‘California
- Water (+12.7%). and SJW Group (+10.2%). The four

‘stocks-that had a market cap that averaged from $200
~ milliori40°$750 million posted these numbers; Connect;-
-cut Water (-6.2%), Consolidated Water (-3.0%), Middlesex

‘Size Mattered Last Quarter

Water (-3.4%), and York Water (-5.1%). A few conclusions
can be.drawn from the stark differences in returns.

five mid- to large-

cap stocks all outperformed
500 Index by a '

by a wide margin. Second, not only
did the .four small stocks not keep pacewith their larger
peers, but they all had a negative price performance.
- Since"the smaller ‘companies didnt have earnings
i nor loweér guidance, the evidence seems to-sug-
t there is a greater demand for large-cap stocks.
es' senise when considering the makeéup of the
Large institutions, pension and mutual funds,
S,.generally shy away from small-cap stocks.
e answer is these participants typically take
ns.in eompanies that would represent-2%-3% of -
ortfolio. For a $5 billion portfolio, that ‘works ot
erage stake of $125 million. That would represent
8% ownership in York Water: Instit'utional investors
don’t want to have that type of exposure to any one
company. In addition, just the mechanics of trying to
purchase more than a 25% stake in a company would
also:almost surely drive up the price of the outstanding
shares considerable. Plus, exiting such a position would
have the opposite effect. o .

Large Construction Programs

Following several decades of neglect, the mnation’s
water infrastructure was left in terrible condition: Pipe-
line systems were antiquated and waste facilities needed
to be upgraded and expanded to handle greater demand.
The neglect was not purposeful. It was mostly caused by
regulators not wanting to raise customers (i.e. voters)
water- bills, and utilities not wanting to make sizable
investments, in which there was uncertainty regarding
the what level of return they would be granted. Fortu-

gulatory climate of the states where a ’

r developments over ‘the past three

INDUSTRY TIMELINESS: 79 (of 97)
nately, the two sides got together an
massive amount of funds would be req
ize the domestic water delivery syste;
are playing catch up, ‘most believe
regulators have done a decent job
issue. Fixing the’ water infrastructure
many years, but the commitment. hag
resolve the problem. R |

Regulation Remains Key
Perhap

s the most important -re?sdﬂ' be

atl natl 1 Tégulatory cin
‘ties realized that the past histor
consumers bills too low came at a higl

work in parthership with the indust ‘,
the burdensome construction progr
taken. Since regulators literally |
is allowed to earn on' its investme

"can‘nqt be overstated. = -

Conclusion

uncharted territory. Aided most lik ;
tional deniand, and a limited suppl;

and mid-cap stocks in the group
well. Of the five equities that are'o his
ranked 2 (Above Average) for Timeliness and 1
garners a 3 (Average) ranking. Of the -giall-¢
bers of this group, one is timely, one is netitrally
and the other two are expected to underperft
market in the year ahead. = i
We caution investors that these stocks may not b
safe as they have been in the past. That’s becaus
larger utilities have seen their stocks rise to n
time highs. For example, the -current yield
" group’s ‘stocks is only ‘about equal to the Val
median. Also, though inflation remains tame, 4 14
re will probably be -

eral Reserve has-indicated that the _
several more interest rate hikes next year. Thi
make ‘borids ‘more attractive to income-orient;

tors. In any case, subscribers should be aware that:

stocks may carry more risk than their Beta co-efficients

and Safety ranks indicate.

e
s

v Water Utility .
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gt 314324324 % TOT.RETURN 1217 [
Institutional Decisions AT
TooSL 102007 20017 32017 o 1 Lo L ek
B e 04| e 30 = S S s s A
Hdsow) 29082 pgass pyeso | M4 8 5y 1720

.1 2001 12002 | 2003 | 2004 | 2005 [ 2006 | 2007 /2008 | 2009"20102011.|2012 | 2013 [2014 | 2015|2016 | 2017 | 2018
53] 6.80| “699| 68| 703| 78| 87| 0.74:|" | A2\ 1219 | 1247 | 1256 | 1192 | 1240 | 1265 |Revenuespersh -

127) 04| 1a1] 182 145]° 165 265 267| 281 | 270| 285| 305|CashFlow’persh | - 285
CL6T| C39) B3 ee| 67| 81| 161|157 | 160| 162 1.85| 1.85 Eamings pershA 235 |
S L S 2 R ) 761 83| 87| 91| .99| 1.6 |DivdDecidpershBa | - 135
TR 188 25| 212] 185| 45| 252 7189|7239 55| 415| 315 |CaplSpendingpersh | - 2.60

698 751 7.86|: 832 877 B80:| 1272 ) 1324 | 1277.| 1352'| 14.20: 14,85 |Book Value persh- .. 16.60
36 3042|3350 | 33.60 | 3410 3446 |- 53.|7.38.72 | -38.29 | 3650 3657 || 36,70 36.60°|Common Shs OutstgC |-+ 37:00
3| - 3T9 - 282( 29| 27| 240 - T2 AT| 48| 26| 267 . .[AvgAmTPERafio - |- .21.0
- 82| 123| 47| 150" 127’ 9770 106 | 124 135| +1.27] Relative P/E Ratio 130

35% | 36% | 81% | 25%| 25%| 29% | 29% | 30% 27% | 26% | 22%| 22% | 20%

. . |wvgAnniDivdYieid | 28%
4721 | 4658 | 4586 | 4361 | 445 " 470.[Revenues($mil)y

‘| CAPITAL STRUCTURE as of 9/30/17 . . { 3014 | 3187 3610 308, . |59
;| Total Debt $367.3 mil. Due in 5 Yrs §41.7 mill. 980 | 268 295 | 4f: 0 | 544.| 627 611 | 605| 597| 620 . 66.0|NetProfit(Smill). 1..870
o rDebtss2Omil. - LTInterest 213 mil. [0 15780 [ 389% | 0% | F% | 00% | 365k | B4% | oA %5% | F5% 21.0% |income TaxRate |- 21.0%
N vy {88% of Capl) 85% | 69% | 32% | 58% | 20% | 28% |  -- | .- | 5% 5% | 15%| 20% |AFUDC%toNetProfit | 25%

| 46.9% | 46.2% | 45:9% | 44.3% [454% | 42.2% | 39.8% 39.1% |- 41.1% | 39.4% | 40.0% 420%*Loﬁ§ng£mDébtRatio 43.5%

53:1% | 53.8% | 54.1% | 55:7% | 54.6% | 57.8% | 60.2% |60.9% | 58.9% | 60.6% | 60.0% | 56.0% Common:Equity Ratio - | 56.5%
5694 | “577.0.| " 6650 | 6774 | 749 | 787.0'|"B164 | 8326°| 7915 8153 | 870 935 |TotalCapital(Smill) | " 7100 |-
77641 8253 |, 8664 | 8550 | ‘6965 | 917.8 | 9815 | 10035 | 10608 | 11509 | 1200 1250 |NetPlant(§mil)-- - |..-7400
‘8% [64% | 5.8%. | 76% | 71% | 83% | 89% | 86% | 90% | B6% | 85% | B8.5% [ReturnonTotalCapl | 9.0%
9.3% | < 8.6% | 82% | 11.0% | 10.3% | 11.9%.| 12.7% | 12.0% | 13.0% | 124% | 12.0% | 12.0% Return-on'Shr. Equity - | 140%

93% | . 86% | . 8.2% | 11.0% | 10.8% | 19:9% | 12.7% | 12.0% | 18.0% | 12.1% | 120% | 12.0% Fe‘tum’onComEqui:y | 14.0%

o Stock 36,679,175 shs.

f10/1/17

39%, 31% | 32% | 58% | 5.3% 66%. | 68% | 57% | 60% | 53%| 50% _5.5% |Retainedto ComEq. |- .6.0%
$M O/30/17 | 58% B4% | 61% | 47% | " 49%. 4% | 4% | 53% | 54% | 56% | 58% | 58% |All Dlvv’dsvtqlf{e,‘tf Prof. | = 57%.
h Assets, 4.4 4 6.7 | BUSINESS: ‘American, States, Water' Co.’ operates. as_a holding - Lake and.in areas of San:Bemardino County, Sold Chaparral-City
> Receivable 189" 200 - 294 | company, Thiough its principal subsidiary, Golden State Water Water of Arizona (6/11). Has 736 employges. BlackRack, inc. owns
» : % %'g% %g-:g‘ Company,-it supplies water to 261,002 customers'in 75 cities and’ - 11.7% of out. shares;’ Vanguard, 9.5%;; off. & dir.’ 1.5%. (4117
. 56.6 43'7 53.8 “10°counties: Service ateas include thie greater metropolitan‘areas of Proxy). Chainnan:t‘loyd_'Rgssl"President»&;Chief Exect vej:'fo_ice;:
283 903 463 | Los Angéles and Orange Counties, The company'also provides Robert J, Sprowls..Inc:'CA. Address: 630, East Foothill-Blid., San
446 . 439 -.51.8 glectric:

ENT POSITION 2015

o utlty: sevices to 23,940 customers in the ity ‘of Big Bear Dimas, CA 91773, Tel; 909-394-3600. Internet: www,aswater.com. »
L 1295 W79 D191 American States Water has solid earn- opportunity for growth, No matter how
\L RATES. ' Past Past. Est'd'14-16 [ .imgs prospects.. We -estimate that ' the efficiently a utility is run, its.profifability . {

e (persh) 10Yrs. 53“50 t°30"32 water .utility. earned $1.85 per share in is limited to %
250 odk &% | 2017, thanks, 'in part, to an unusual gain ‘Through its'

it state regulator:

_ .hant ASUS.  business,’ ch
100% . 95%  65% | resulting from" the sale ‘of certain assets. represents about 20% of net income;" the
gg:f 1=g-g:’§6 75% | Even without this windfall, however, the' company has been involved in taking ‘oveér
=0 2P 2 4 -company would still have likely recorded a the* management of -water systen )
| QUARTERLY REVENUES($mill) . | Full | 6% incréase in its share neét. The positive: major U.S. military installation..:ASUS-has

|Mar.31 Jun. 30 Sep.30 Dec.31| Year| mometitum from its core water operations already signed seveéral 50-year contracts;.
4:11020: 1156 1383 1099 | 4658 should: enable the company’s share net to and ‘we expect-to. see -more -agreements |
201511009 . 1146 1330 . 1101 | 4586| reach-$1.85 once ‘again'in 2018. "7 " reached 'in the coming years“as privatiza-,
| 935 1120 1288 1068 | 4361 '‘Our earnmings forecasts are based tion in this sector’incréases. * = U
71988 1132 1244 1086 | 445 | ypon  comstructive regulatory treat- Timely shares of -American States.
J02 118 135 115 | 470 | ment. As is ‘the protocol in-California, a havé been doing well, of late, Sincé-our
= EARNINGS PER SHARE A Ful | utility petitions state authorities for rate last report three months ago, AWR has ini-
Mar.31 Jun. 30 Sep. 30 Dec.31| Year| relief every three  years. The company’s creased over 10%. By ¢omparison, the-S&P . |
w28 - 890 54 38 | 157|Golden Gate Water subsidiary filed a gen- 500 has ' risen only abgut 6%. Typic:
2 AT 56 31| 160 eral case in July of last yeatr. The applica- water stocks hdve been' defensivé inyes
2845 59 30| 162 tion is for the years 2019, 2020, and 2021. ments for those seeking income. This pat-.
362 57 - .82 ) 185 A fina]l decision is expected by the ‘enid of tern has changed, possibly ‘due to theé
994860 .3 | 185| 9018, The California Public Utility Com- limited amotnt of shares available in the-
QUARTERLY DIVIDENDSPAID®a | Full | mission Has been reasonable in the’ past, large-cap sectoriof the water industry. T -
ar_|Bar31 Jun.30 Sep.30 Dec.31| Year | as it has worked with utilities: that have deed, AWR is ‘now trading above. our
14 <2025 2025 -.213 213 | 83 had to spend heavily to ‘upgrade anti- projected 2020-2022 Target Price' Range.
L1218 213 224 224 | 87| quated pipeline systems as well as suc- Also, potential interest rates hikes by the
224224 224 242 911 cessfully get customers to reduce consump- Federal Reserve may now make this group
2420242 255 265 | 99| tion becauss of droughts. - less suitable for conservative accounts.

o The nonregulated business provides James A. Flood oo January 12; 2018
& 3) ‘Primary earnings. Excludes nonrecurring SE) Dividends historically paid in early March, | (C) in millions, adjusted for spiit, Company’s Financial Strength A
ainsl(losses): '04, 7¢; '05, 13¢; ‘06, 3¢; *08, | June, September, and December. a Div'd rein- | - ' Stocld’s Price Stability - - 75
Price Growth Persistence 75

4g); "0, {23¢); '11, 10¢. Next earnings report | vestment plan available, e
-early February. Earnings Predictability

-© 20 Value. Line, Inc. All.rights reserved. Factual material is obtained from sources believed to be -reliable and' is provided without warranties cd‘,anKl kind. §
BLISHER 1S NOT RESPONSIBLE FOR ANY ERRGRS-OR OMISSIONS HEREIN, This J)ublication is strictly for subscriber's own, non ial, intemal-use. No pal
-be:reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or rmarketing any printed or electronic publication, service or produ
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12003 |"2004 | 2005 [ 2006 [2007¢ | 2008 | 2009 [2010 | 2011 |2012 |2013 [2014 2015 2016 2017 [20187| OVALUELINE PUB.LLC|
. b --| 18.08| 1384 [ 1461 | 1398 | 1549 | 1618 | 1625 | 1628 | 1678 | 1772 1854 18.95 | 20.10 {Revenuespersh’
S| B8 d47| 287 289| 856| B73| 427 | 436 | 475| 513| 52| 580| 620 “Cash Flow” per sh
fL A7) d214) 140 | 125 153 12| 241 206 239 264]: 262 300| 330 Earnings per sh A
L o) M) 82 8] 90| 121 ) 84| 121 133 | 147| 162| 178 |DividDecld perh B
S - A431) 474 631 450| 438 527 | 525 550 533 6511 TH| 70 7% CapTSpending persh
-+ 2386 2630} 2564 | 2291| 2359 | 2441 |- 2511 | 2652 | 27.39 |- 28:25 | 2004 | 300 | 3240 Book Value per sh*P
-+ | 160.00 | 160.00 | 160.00 | 17463 |-175.00 | 17566 | 176,09 | 178.25 | 1770.46 | 178.28 | 17840 | 178.50 | 773,00 Common Shs Outstg © |°
- --| 189 66| 46| 168 167 | 199 200 205 277] -28 Avg AnnI P/E Rafio ,
. . = 1140 104 93| 105) 106 442| 105 103 1467 131, |Relative-PIE Ratio -
o mm] 19% | 42% | 88% | 3.4% | 34% | 20% | 25% | 25%| 20% [ 20% | iv'd Yield:
_ | CAPITAL STRUCTUR 22142 123369 | 24407 | 27107 | 26662 | 28769 | 2901.9 | 30113 | 3159.0 | 33020 | 3380 | 3600 |Re ) -
|Total Debt $7462.0 - [ 03423 | 1872 | 2009 | 267.8°| 3049'| ‘3743 | 9693 | 4298 | 4760 | 4680 | ‘Eas | 540 [Net Profit ($mill)
-='| 874% | 37.9% | 404% | 395% |40.7% [ 39.1% | 39:4% | 30.1% | 39.2% | 40.0% 21_.0%;~lhcome"raxna:e"
B -- ol B -] 62% | 51% | B4% | 14% | 20%| 2.5% |AFUDC %1to Net Profit
Leases, Uncapitalized: Annual rentals $14.0 mill. | 50.9% | 53.1% | 56.9% | 56.8% | 55.7% | 53.9% | 52.4% | 524% | 537% 524% | 535% | 55.0% |Long-Term DebtRatio... |
Pension Assets $14430mill. . 49.1% | 46.9% | 434% | 43.2% | 44:2% |46:1% | 47:6% | 47.4% | 462% | 47:5% | 46.5% 45.0% |Common Equiity Ratio | . 46.0%
: . +-Oblig. $1864.0 mill. 9245.7 | 8750.2 | 9289.0 | 9561.3 | 9580.3 | 96355 9940.7 | 10364 | 10911 [ 10967 | 11600 | 12850 Total Capital ($mill) | 16000
POV S5 mil $0180.1 99918 |. 10624 | #1059 | 11021 | 11739 | 12801 | 12900 | 13093 | 14992 | 16675 | 16400 |NetPlant (Smil) = |
§:375,400 shs. NMF | 8.7% | 38% | 44% | 48% | 54% | 51% | 55% | 57% | -56% | 60%| 60% Return on Total Capl
S At NMF | 46% | '52% | 65% | 72% | 84% | 7.8% | 8.7% | 94% | 9.0% | 95% | 10.0% Return on Shr. Equity
NMF | 46% | 52% | 65% | -7.0% |" 84% | 78% | 87% | 94% | 90% | 95% | 10.0% Retutn on'Com Eqiity
NMF | 30% | 1.8% | 28% | 35% | 36% | 47% | 43% | 4.7% | 40% | 45% | 45% Retained to Com Eq '
o | 4% | B5% | 56% | 52% | B7T% | 40% | 5% | 50% | 56% | 57% - 55% |AlI Divds to Net Prof |

| ‘BUSINESS: American Water Works Company, Inc. is'thé largest

investor-owned water and: Wwastewater ufility in the U:S.; providing
services to over 15 million pedple in over 47 states and Canada.
(Regulated- presence in 16 states.) Nonregulated business assists

o'|: municipalities and military bases with the mainténance and: upkeep'
| 3s well. Regulated operations made up 86.5% of 2018 revenuss.

Nevi: Jersay Ts its largest market accouinting for 25:4%:f Tegu
revenues. Has 6;800. employees. The Vanguard Group, own:
of ‘outstanding shares; BlackRock, Inc:; 8:2%; officers & direc
‘less than 1.0%. (3/17 Proxy). President'& CEO: Susan N:
Chair.: George MacKenzie. ‘Address: 1025 Laurel Oak Road,

hees, N
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0 782,07 896.0 - 783.0| 3159:0)

=827.0 ° 930.0°.802.0] 33020

844079360, 844 | 3380

895 1040 895 | 3600.

Full:

Year.

01: 8 2.39
2015 96 2.64
6 : 262

L 2017 | - .52 148 3.00
2018 58 . .84 " 119 .69 | 330
- “QUARTERLY DIVIDENDS PAID.5= Full

: .30° Sep.30 Dec.31| Year
3173 81 i

R 34 34 34 ) 133

Lo 375 375 375 147

375 M5 415 415 162

American Water Works’ prospeets ave’ " a v L ec mo
‘portaiit as it will have to -file ‘mor
cases. ‘On the positive side of thé lei
American Water’s internal (non-GAAP)
érating - 'expense margin *.continue
decline... Indeed, the ratio has decre:
from 44% in 2010 to about 34% ‘thi
The goal is 32.5% by 2020-2022:
case, being able to ‘quantify saving; k
a utility in' the 'good graces of those ¥t

bright. In a December. investor presenta-
tion, management, stated once again that
the in-house target for annual growth over
the next five-year period for both earnings

|-and-dividends is at the high end of the 7%

to 10% range: This ‘is well above the
projected industry average. SR

e

' Acquisitions and cost cont;_rpl_s_’ﬁ]]l' i

3 likely . remain the twin pillars of the
utility’s: operating stirategy, The water
U ‘industry in the United ‘States; is: very:frag-

"mented and inefficient.” As a'result; there
‘are many small and . midsize water
-authorities that do not have the:funds ré- .
- quired to make. the necessary: upgrades to

their aging ‘water facilities. Heneé: - Amer-

| ican Water hag.a continual pipeline of pur-
| chases:in the works. The company is able

to integrate these new additions into its

: asset base while achieving substantial cost

savings. Moreover; regulators are ‘happy
(more below) when utilities can ‘provide
better service at a lower price. - .

Regulators will probably have a major
say in the company’s future perform-
ance. As the utility continues to expand,
its relationship with different state water

on rate filings. :

The :capital budget has been rais
substantially. Even though the ‘comp.
is already in the midst of 'a major:cons
tion program, management just incr
“the estimated outlays by about $1 bi
to bring the new expected five-year fotal
somewhere between $8.0 billion and $8
billion. American Water’s finances " are :
and probably will vemain so for °

average, ar
the next several years:

These timely shares will most Jike!

not.interest long-term investors;- AWK
has outperformed the broader miark
averages, .of late. Indeed, the stock tecen
ly traded above our projected 2020-2022

Target Price Range.
James A. Flood

January 12, 2018 !
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(A) Diluted earriings. ‘Excludes- nonrecurring | 2014.
losses: '08, $4.62; ’09,, $2.63; 11, $0.07. Dis-

tions: ‘08, ($0.04); 11, $0.03;
GAAP used as of

Quarterly eamings do not sum in '16 due to tangibles. On
rounding. (B) Dividends paid in March, June, | $7.70/share.
September, and December. = Div. reinvest- | '07.
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2015 [2016 [2017.[2018 |- © UB: .
Co461 | 482 4.70 | Reventies persi . - 605
187 .2.207 |~ 2,25 |“Cash Flow” per sh 275
1144 1321 145 Earnmgsper'.shA 1.85:
69 74 .85.|Div’d Decl'd per:sh Bs 115
207 . 246 | 245 |CapTSpending persh |- 2.25 |
7 |- 978} 1043 ) .11.75 BookValuepersh . | 1485
17654 ErzE kR Com” jn.s‘hso,utst‘g C |:180.00°
235 239 i
118 | 126
- 26% | 2.3% | 24%
8142 | 8199 | 800
2018 2342 | 45|
~6.9%| 82% [ 9.0%|"
31% | 38% | 35%{ .3 "AFUDC%toNetProfli
50.3% | 48.4% | 47.0% | 49 ﬁLongTermDestaho-, .51
| 49.7% | 51.6% | 53.0% | 51.0% n
30034 -3469.5 | 3587.7 | 3735 4100,
4167:3 {44020 | 4688.9 [ 5001.6-| 5080 | 5275 N Plant(smm)
8:0% |:7:8% | 6.9% |:7.6% | 7.5% | 7.5% |Return.on Total Cap'l " |
b [134% [129% | 11.7% | 127% | 125% | Retumon Shr. Equity ..
 {134% [129% | 11.7% [:12.7% | 12.5%
- 8.7% |'61% |:47% [:-56% | 5.5%
50% | ~52% | 60% | . 56% 58%

‘halding: company. for water:
approx:mately three million resi-
Carolma Hllnols, Texas New:

_;-8 1%, State Stre

1%.0f the.comm oilp,
roxy) Presndent & Chlef‘
lncorporated vPennsylva-

b
i expenses have been decreasing at a higher
ate 1

| several states over tl
800 | be in. effect all of this year. This, plus ex-

30 Sep30 Dec3t

Full | should . enable - Aqua’s:
| climb a healthy 7%, to $1.45.

38

.38

4

a7 120

A7) A

A

iV snie, the water utility’s operatmg_

anks to lowe}' power:-and. . chemical

Rate “relief granted by
he past. 12 months will

| pected new Hikes in Virginia and Indiana,
share earm.ng to .

-Acquisitions are being 1 made at a mod-
-est pace. Due to the fragmentation in the

market (there are over. 100,000 separate

| water -districts . in- the US) large-cap

water: utilities such as Aqua are contin-
‘uously buying small water entities. Also;

| most ‘of these authorities do not have the
| funds: requn'ed to replace ‘and- upgrade

‘their . aging network . of pipes and waste
systems. Not -only- do the bigger water

entities have the funds available for the

-needed capltal outlays, they are also able

.tember: of last year combin ed with of anic

“-celerate here. .
-Aqua has a. healthy balance sheet. Of :

company’s acqmsmons made through Sep-

growth, led to only a 0.8% increasé in
customer base: Management has targeted -
annual growth to be approximately 1.5

2.0%, so we expect the pace to posmble ‘ac-

the. nine members inthis group, only two
merit an  “A” Financial Strength: rating.

This leaves the company with the ¢apacity
to borrow to buy inore water: assets In ad-
dition, Aquas policy of har
new -equity 'is a real posn:We Wlth the
stock near its all-time high, a new equity
.offering would probably be well received, |
as institutional demand for large-cap
water utilities stock remains strong. :
These shares are timely. Also, even
though. WTR’s long-term total - return
potential isn’t great, it.i§ more attractive
than most other mid- and large-cap stocks
in this group. So, investors that must own
a water utility equity may ﬁnd WTR of in-

terest.
January 12, 2018

James A. Flood

© 1-1:2018
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Cash Assets - 88 255 2831 BUSINESS: Califomia Water Service Group provides regulated and quired: Rio Grande Corp; West Hawaii Utiliies (9/08): ‘Reverue
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| California Water Service Group: stock
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E ‘121_.‘7‘ 1524 1843 1510 | 609.4 g?rowth’ quarter:-to ‘quarter: Héweve'r,l
¥ 122.0 A7 2117 1552 | 660 ‘:fourth.quarter. 'share’.net:v'mayi s]ip by two °
1180 . 175 215 165 | 685 | cents. For 2018, ‘our:ranking system sug-
Cal-| - . EARNINGSPERSHAREA - | .Full | gests another strong performiance may *be
rjMar31 Jun.30 -Sep.30 Dec.di| Year| in store, as'CWT shares are’poised to-out-
dit 36 70 24 | 119 pace the yearrahead broader msarket- aver- -
=08 21 -5 48 {..-94 ages-(Timeliness; 2), . ~winiy wwwe o v $
A2 24 o 48w 31 101 We think the positives will comtinué by bolt-on acquisitions,
gg 33 10 2.1 140} 4o cutweigh the megatives. here.  Cali-’ This issue is bést st
Sx R L A 2. 33 | 15| fornia ‘Water Service is enjoying the fruits' accounts O
i’ QUARTERLY DIVIDENDSPAID®= | Fuli | of recent rate incrédases by ‘the ‘California share: [
{Mar31 Jund0 Sep.30 Dec3t] Vear |.regulatory ‘authority. In fact, the. decision
| 1625 1625 1625 1625| 65| has added more than $30 million in 4n-
A675 1675 1675 .1675| 67| cremental revenues so far. In addition, fa- think investors with
A725 1725 4725 1725| .69 vorable changes to the corporate tax rate
L N N 1 72| should  help lift profits this year. To ad- elsewhere, at, this time.
dress the latter, the company’s operating Nicholas P. Patrikis

; ek . xpenses.are still on the tise, despite some.
ntly established progress 'in the "second ‘quarter. . Water

from greater customer usage, -

suited for short-term |
e other: -hand, -CWT
een on"a multiyear price’ as-
cent and,-as a restilt, total return poter
3 to' 5 years out:is unappealing. Thus, w.

period can find more-attractive optic

e and ‘earnings
on:.and $‘1._5§\ A

we
ing
ns

longer-term hol
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(A) Basic EPS. Excl. nonrectirring gain (loss):
'01; 2¢; 02, 4¢; 11, 4¢. Next eamings report
due late February.

(B) Dividends historically paid'in late Feb.,
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May, Aug., and Nov. = Div'd reinvestment plan (3 In‘millions, adjusted for splits. |

available. '| (E) Excludes non-reg. rev. i

gc) Incl. intangible assets. In *16 : $21.9 mill., : . " .
0.46/sh. i
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( THELINESS 2 s 118 Lo%v:| 20.3| 224| 19:3[ 17.3| 20.0f 283| 262| 27.8| 31.0| 332| 375| 508 27,’293‘ 23;1 R;;,‘g;
SAFETY 3 Newt/tata LEGENDS . : N
ECHNICAL 1 T ey e e 100
TECHNICAL 1 Rasedtfafy | Ghidecty iepe! ot 1
BETA. 65 (1.00= Market) Olt_:za:ggd Yes . - . - '_' . 164
2020-22 PROJECTIONS . | area molcexe 2 S e T
el . Ann’l Total ; Tt TEe=eqoRTEs
- Price Gain Return . L] " i S bt : )
High 65 (+15%; 6% | . ;LA o e e - = =
Low 45 . ('20% -3% |n 1 "! - | RTRLL — i L 24
Insider Decisions B e - LA AR A1 — ¥ - e 120
MAMJIIASON o B v G D - PR - - 16
foBy- 000000000 LA P o : L o9 : . 12
Gits 180000070 M S i o , v — -
; - - % TOT. RETURN.12/17 |-
Institutional Decisions . . e TaL :,:,5 U x:ﬂ,’: 8
10207 20207 302017 o ol - SA R | STOCK: "INDEX: | -
WBy 48 - 55 54| poroent 12 S SR | YO MR S O T Ty . 50,57 158" -
toSell . 56 . 44 45| yaded = 4 - . B SRV NRRESE RV X O P T e T I 3yr. 7027 304
-| Hid's(00) . (6470 - 6289. 63567 i i ] { 18] i i i 1 i Syr.: -1207 . 925
2001-| 2002 | 2003 2004 | 2005 | 2006 | 2007 [ 2008 [2009 [2010 [2011 [2012 2013 [2014 2015 [2016 {2017 [2018 | OVALUELNEPUB.LLC
5931 B77| 591 604| 5811 668f 705). 724| 69| 765| 798| 947| 829| 845| 858| 877| 875| 055 |Revenuespersh : |12
178 178) 189f 181} 162f 1520 190 195/ 193| 204| 241] 264| 263| 207| 318| 331| 235| 355 |“CashFiow” persh ° 410
118 d2) "Ad5| 116 881 81 05| A4f) 149] 143 | 143 153| 166 192| 204 2087 220| 240Earnings pershA 290
B0 . 81|~ B3 " .B4) 85| 86 87| 88| 90 - 92| 94| 96| 98] 100| 05| 112 148| 1.24]DivdDecldpershB= | ° 1.4
| 186|198 1490 158| 186| 196| 22| 244| 328 06| 261 | 279 | 02| 4A1| 420| 593| 450] 435 |CapiSpendingpersh | 3.5
825 10,06 1046 | 1094| 1152} 11607 11.95 | 12231267 | 13.05:|. 1350 | .2095.| 17.82.). 1883 | 20011 20.98 | -2440.| - 24.50:Book Valuepersh ®- .. 26.60
=785 ~794] T9F[ BOA[" BA7| B27|” B38| 846 B85/ 868 | B76| BB | 1104 | 1142 | 1119 | 11.25| 1240| 1225 |CommonShs OulstgC | 1250
{215| 243] 235|229 286[ 0] 230 222 184 207] 230| 194| 184 | 175| 176| 233 257 Aig Ann'TPIE Ratio 190 |
Lo 1100 13317 1341 1211 182 157( 122) 134 128| 132) 144| 1287 103 92| 89 122 1.2 Relative PERatic . |, .1.20
o 83% 30% | 30% | 81% | B4% | 3.6% |86% | 36% | 41% | 39% ] 36%-| 32% | 32% | 30% | 29%.| 23% | 21% {AvgAnn'TDivid Vield | -2.7%
|CAPITAL STRUCTURE as of9/30/t7 -~ . [ 580 | 613| 594 664 694 838] 915 940 960 987| 106| 137 |Revenues (bmil) 160
Total Debt $263.2 mil. Duein5Yrs$19.8mil. . | gg|. 94| {02 98| 99| 136| 183 [ 213{ -228| 234| 265| 295 |NetProfit(Gmil). | 360
FLT Debt $255.2 il '(-;L;"ﬁ?ga'i*;gﬂ mill. | G2.4% | 27.2% | 195% | 36.2% | 413% | 320% | 280% | 144% | 35% | O.0% | 19.0% | 20.0% [Income Tax Rate 20.0%
e URORERY e E A | e -l ot | 20% ) 2% | 23| 51% | 30% | 25% |AFUDC % toNetProfit | 25%
Leases, Uncapitalized: Annual rentals $.3 mill 478% | 469% | 506% | 49.5% | 532% |49.0% | 46.9% | 457% | 44.1% | 45.4% | 46.5% | 46.5% |Long-TermDebtRatio | 45.0%
- Pension-Assets-12/16 $62.7 mil. - .} 51.8% | 52.7% | 49.1% |.502%: |-465% | 50.8% | 52.9% [.54.1% | 55.7% |.’54.4% | 53.5% | 53.5% |Comimon Equity Ratio | 55.0%
Oblig, $79.3 mill | .18321°1985 | 2213|2256 | 2642 | 3646 | 3736 | 306.8 | 4024 | 4338 | 550 560 |Total Capital ($mill) 610
o TR : | 2843|3023 | 8252 | 3442 | 3624 | 4479 4719 | 506.9| 5463 | 6014 | 615| 635 [NetPlant($mill) - 675
oo [P Stock$O3mil. - Pid Divd NMF | 55% | 5.9% | 55% | 54% | 49% | 48% | 59% | 64% | 65% | 6% | 5% | 6.0% [RetumonTotal Capl | 6.5%
( - Commion Stock 12,068,299 shs. . 87% | 90% | 93% | 86% | 83% | 73% | 92% |101% | 10.1% | 99% | 9.0% | 10.0% |Returon Shr.Equity | 11.0%
frnte A Co L BT% | OA% ) 04% | -87% |- 83% [ 7.8% | 92% [102% | 101% | 9.9% | 9.0% | 10.0% |ReturnoriCom Equity. | 11.0%
| MARKET CAP: $700'milliory (Small Cap) | 18% | 1.9% | 23% | 16% | 14% | 28% | 38% | 48% | 49%| 46% | 4.0% | ‘45% |RetainedtoComEq - | 5.5%
GU!’&sl;lﬁll-:ngPOSl.TION 015 2016 93017 | 82% | T%% | 7% | 81% | 83% | 62% | 50% | 53% | 5% | 54% | 54%| 52% |WIDivdstoNetProf | 50%

| Cash Assets . 7 1.6 8.3 | BUSINESS: Connecticut Water Service, Inc. is “a non-operating _ January,” 2012; Biddeford and Saco Water, December, 2012;
Accouiits Recelvable: 11.0 130 1581 Holding company, whose income s derived from eamings of its Heritage Village; February; 2017. Inc: :Conn.. Has 266, employees.
»g_th,.er, A 58 148 282 | yholy.cwned subsidiary companiss (regulated water utlities). In  Chairman/PrésidentChief Executive Officer: Eric W, Thormbiirg, Of-
A"’Erg ssi)elts : ﬁg ?g‘: B 4;(15 2016, 95% of net Incorie was derived from these activitiés. Pig- ficers' and directors. own 2.5% of the_common stock; BlackRock,
Db pyene 28 a9 8.0°| Vides water services to 440,000 people in 79 municipalities through- Inc:, 7.2% (4/17 proxy). Address: 93 West Main Street; Clinton, CT
Other. 229 371 232 onnecticut and Maine. Acquired The Maine. Water Company, - 06413. Telephoné: (860) 669-8636. Internet: www.ctwaer.com.

{CurentLiab. . 3.9 551 "398 | Connecticut 'Water Service reported next decade, as the push to revamp out-

| ANNUALRATES Ppast ~ Past Estd’14'16| third-quarter financial results in line dated water pipes and mains continue
Qchinge fpersh) l0¥ie, X, 0 2% | with our expectations. Revenues of be the primary focus for most water utili
CachFow’ 654 3:5% 45% ' $31.8 ‘million rose 8%, year over year, ties. Improvements in water . treatment
Earnings '80%  120%  '65% | while earnings of $0.90 per share logged a plants are also in the cards. Over
Eiidends.. gow 30% g% | similar -advance. There were several course of this year, we believe CTWS wil
pookNale . B0%  B0%-  90%. ., noteworthy highlights during the Se;late_n_n« match its 2017 spending budget, at around
g%ARTERLY&EVENUEWml"s) Full- | ‘ber period. Thege congist of the cgms.aﬁﬁn $66 million, As "always, to help fund. (or

131 Jun, 80 Sep, 30 Dec, 31| Year | ‘and " inclusion' of ‘the Heritage Village recoup) these investmenits, we expect peri:
208 o4 276 207 | 940 Water and Avon Water aequisitions, which odic rate filings to come across the public
2015 1 200 266 284. 210 | 980 added about 9,500 customers and $2.4 mil- utilities commission's ; P
{el@ ea1 . 286 . 216 | 987 lion to the tep line, Moreover, Connecticut We have modestly
'- 225'5. a9 818 234 | 106 | finaliged & $30 million water treatment fa- and hottam-line es
258 305 360 260 | 117 | cility upgrade, R o abovementioned rate approval and-wider
-1 EARNINGS PER SHAREA | The company has received approval customer base, we are adding $2 million
(Mard1 Jun.30 Sep 30 Dec. 31| Vedt | to rmise its rates, As noted in our pre- and $0.05 to this year's revenue and earn-
27 8T 22 | 182| vious review, Connecticut Water's subsidi- ings forecasts, to gll'i million and-$2.40 a
28 .07 78 20 | 2041 ary, The Maine Water Company, filed for a  share, respectively. Meanwhile, our finan-
- B4 07 | 208 rate hike to recoup about $5 million in cial projections for 2017 are unchanged. - -
2B o 2% past water system upgrades and associa- This issue ought to appeal primarily
n 7 0.9 30 2 = ted operating costs, The rate increase (ef- to those with a short-term strategy
| Cal- | OUARTERLYDVIDENDSPAID®s | Full | fective as of December 1st) will impact (Timeliness: 2). On the ' other hand,
endar |Mard1 Jund0 Sep30 Decdi| Year| roughly 16,500 customers and lift its an- shares of CTWS are already trading well
2014 | 2475 2475 2575 2575 | 101| nual revenue haul by more than $1.5 mil- within - our 3- to 5-year. Target Price
12015 | 2575 2575 2675 2675| 1.05| Lom. - . . Range. Therefore, we recommend longer-
2016 | 2675 2825 2825 2825 | 1.12 Additional hikes are expected dowmn term accounts wait on the sidelines for a
2017 | 2825 2075 2975 2075 | 1.18| the voad. No. doubt, infrastructure up- more attractive entry point.

(4

degk, : .
ed our 2018 top-
ates., Due to ‘th

( ; v201_‘,8 . .| erades are apt to persist over the pull to Nicholas P. Patrikis January 12, 2018
=" (A) Dluted earnings. Next eamings report due | vestment plan available. Company’s Financial Strength - B+
Stock’s Price Stability 90

late February. c; In millions
(B) Dividends historically paid in mid-March, { (D) Includes’intanglbles. In 2016: $30.4 mil-
- June, Septeraier, and December. = Div'd rein- | lion/$2.70 a share. .
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$2017{2018;] ©VALUELINE PUB.LLC] i0-22 g
89 | 425 | - 440 |Revenues per sh 970
- 75| .95 |“CashFiow” per sh 185

255 .70 |EarningspershA. . 1.25
- 81..°.34 |Div'd DecldpershBa |. .40
.10 .25 [CapSpending per sh - 40
10.00 | -10.35.|Book Valie per sh ©.. 11.90
15.00:| -15.00 [ Common-Shs Outstg | 7600

2001 [2002 [ 2003 2004 | 2005 2006 | 2007 | 2008 | 2009 {2010 | 2011 |2012 |2013
152 488l 2021 142 27| 341| 45| 399| 549 79| 49| 4%
LBof @b a7 | 1) 95| 418| 8| 88| 17| %)

B0\ B[ FE[ 80| 269 | 24| 24| 200 26| 7 [AgAnNTPERatio | 20

232 188 | 227 t2r| M| 14| 79 a2 36 | 1.05 . |Relative PJE Ratio - 1.30

by T | %% | T% | 17% | 20% | 26% | -32% | 3.8% | 2.6% 6| 26% | - |AvgAnnDivdVield - | 1.6%
CAPITAL STRUCTURE:asof 9/30117. .. 492|657 | 580 | 507 | 552 | 655 | ‘638 | " 6401 66.0{Revenues(§mil) - | - 185
Total Debt $0.4 mill..... Due.in:5:Yrs $0.4 mill; - 4| 72| 08| 63| .61| 93| 86 | 80| 105 NetProfit($mill) - - | 200
LT Debt None | ' RS T R B, ey ey apr - NWF | NWF|IncomeTaxRate .~ | NMF

| | e a0 e | | oo Tl S| NME| NMEAFUDCto NetProft | NMF |

e it e e e 188% [ T18% | 5.0% | 37%.| | = | &7%| ~--| Ni| NI|long-TermDebiRatio | Wi

| Mo Defined Benefit PensionPlan - 84.1% | 852% | 86:2% | 88.0% | 049% |.96.3%5) 99.8%-| 99.8% |100.0% |100.0% | 100% | 100% [Common Equity Ratio | 100%
G S 107 [ 1427 | W39 | B3 | 1356 | 1384 | 1389 | 1412 | 1450 1456 | 160| 755 |TolalCaphalomil) | 1%0
60| 61| 62| 52| 643 | 616 | 586 | 64| 537 | 531| 500 520 |Net Plan (Smill 125

: co | BB | BT% | 8A% | 49% | 50% | 7% | 62% |-44% | 52%].27%| . 55%| 7.0% Return'on Total Capl. | 10.5% .
49017tshs, " ' [TO8% | 59% | 8Tk | 50% | 47% | 69% | 62% | 44% | 52% | 27% | 55% | .7.0% [RetumonShr Equty | 10.%

75 o | 98% | 59% | B7% | 50% | 47% | 6%% | 62% | 4% |- 52% | 27% | 6.0%.| 65% |Retum onCom Equity | 10.5%

CAP: $300 million (Small Ga) - | 00% | 28% | 46% | 15% | 10% [ 36% | 30% | 12% | 2% | NVF| 25% | 25% RetinedtoComEq | 7.0%
KETCAP:-S200 milion SmalCab) ____| gy, | spuy | 4o | oo | 7o% | 4% | 1% | 9% | 5% 112% | 86%.| .49% [ANDIvidstoNetProt | 32%

cu?gﬁ ! OS 0" ‘ 15 2016 9/30/17 +: ‘BUSINESS: Consolidated: Water Co.-Ltd; develops-ahid operates - ted’ 13-plarits with a capacity of 26.3. million gallons per day. Inc.:
Cashy ’ 50. 39.3 47.0 " seawater" desalination plants and. water: distribution :systems’ in* Cayman'islands. Has: 117 employees, President & Chiief Executive
_ gg : 12? :A8.9:1 areas where “naturally aceurring. ‘supplies: of. potable waterare .Officér;, Frederick  McTaggart.:Oft./Dir. owh 2.9% of stock; (417 |

Y ~505 ——6-;—3 | “scarce or:nonexistenit.:lts*desalination:process:involves teverse os= ~proxy).-Address: Regafta- Office Park Windward Three; 4th Floor, -

HE TR R RREHASE SF o S[r o SSjemme )

o P 40 53 mosis tech. It provides' water:in-the ‘Cayman Islands,” Belize, the “West Bay'Road P:0. Box' 1114 Grand. Céyman, KYI-1102,-Cayman’ |
5. 70 5. - . | -Bahamas, the Britishi Virgin lslands, and Ball. At 12/31/16, it:0pera- . Islands. Té:i:(345) 945:4277: Intemet: www.cwco.com. . v
i 33 45 ~—2|-Consolidated Water is trying to divest in Stage - and "supply water to both the
it i — 2 its troubled:Bali project: The: desalina- ‘Tijuana:and San Diego'dreas. ~. -~ & -
e ANNUAL RATES: Past . .. Past -Estd 1416 | tion facility, which was completed several -. The outlook for the rest of the compa- |
il 'anlg'\’l/'g?\%e;(ww- 10;’?—,’ ' 5}{";3/ ‘.‘;52%3} .| years ago, has been a major drag on-the ny’s -opérations - remains stable - to
d “Cash' 30% - -15%  135% |-company’s bottom line. Based on:the scar-. .mixed, The majority of Consolidated’s rev-
big Eal 1:75.5%:~ 21.0%.-.: city .of .potable ‘water.on ‘the island; com- - enues: i ‘comes : from.* the  ownership .of
i Sg‘ Val % 5"//" +,| bined with a-growing population; the Nusa. desalination facilitie in various countries
ie - o B2 ] Dua. plant had: promising’ prospects. Loss-. 'in the:Caribbean. Results here have been.
. cal v EVENUES ($mill). |- Full | es generated by the project. increased from . steady, but negotiations regarding ‘thé ex- .
» endar_|Mar.31_Jun. 30 Sep. 30 Dec.31| Year| under $1 million in 2015, however, to $2.5  tension of the company’s exclusive right to |
e 20141163, 469" " 170 .154 '] 656 million in ‘2016. In 2017, another $1.6 mil- . provide :water in'the.Cayman Islands. ex-
Ery U1 144 1461347 514 lion:in ¢harges: were incurred. -Moreover, - pired in 2010; and temporary extensions
mn }ga }gg : 11‘;.15 “| 55y Mo local istrategic: partnership -has ibeen: contiriue to made: In any ‘case, despite the |
n- 50 175 168 | mdde; and Consolidated ‘is being sued by ‘regulatory travails; this should remain the |
8 e L o LTS ~-its largest customer. The company wants “company’s. core ~business. - Operations in
* ; EARNINGS PERSHAREA | Full | 1., cease. operations: at Nusa 'Dua by the Belize, the Bahamas, and the British Vir-
| Mar.31 Jun. 30 Sep. 30 Dec. end of the first quarter, but that probably . gin Islands are also doing all right, despite
ty 04 19 43 06 2| will be held up by thé pending lawsuiit. - .. unresolved issues with regulators. E
5y e 1 Ayet-to-be-constructed plant in Mexi- = These shares are untimely. Uncertainty
d, -co. will play a major role in.Consoli- with the Nusga Dua plant, as well as regu-
all o dated’s;” future. For many years, the: latory .rigk in' the Caribbean, leaves the
ce 1 Water company:has been involved in the  company with a somewhat ill-defined fu-
£ i1 : eOTAL.® planning stages of building the Rosarito . ture.: On_the ‘positive: side,. the dividend
a r{Mar.31 Jun30 Sep.30 Dec.31 desalination .plant in Baja, Mexico. Just  wasjust hiked 13%, the balance sheet has
075 075 075 ). about. all of the required approvals have almost no debt, the manufacturing sector
.| 075 - 075 075 . .075 - been granted, and construction is expected is- doing well, and the Rosarito project
075 - 8;5 075075 | to.commence.in 2018, An equity partner is could lead to.a nice payoff down the road.
e '07%; 005078 -| still needed. The plant would come on line James A. Flood -January 12, 2018
(R) Fully diluted -eamings. Excludes losses] ary, Apri, July, and October. = Dividend rein- | million/$0.93 a share, "7 71 Company’s Financial Strength B+ |
from. discontinued  operations: *17, $0:08a |- vestment plan available. N, _ | Stock’s Price Stability .- - 80+
* share, Next eamnings repoit .due early Febru-- C) In millions adjusted for stock split. . . . . |- Price.Growth Persistence 20
ary. (B) Dividends historically paid in late Janu- {D) Includes intangibles. As of 9/30/17, $13.9 Earnings Predictabili 5

© '2018&\{3!119&!.&1 Al fights reserved, Factiial “material is obtained. from sources believed to be reliable and is provided without warranties of anKl kind.
FISHER e,

! T:-IE PUI chJSH G m@:ﬁSPONSIBLEFoﬂﬂANY,’EHF}OBS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, interal.use. No ganh
é Wat eorlﬁ.lﬁ'lg-u qug%,an Clgfq@g%mw-pnmm electronic or other form, or used for g or any printed or publication; service or produc

1-1-2018



TN

| R Triling: 313) [RELATIE 6 ,
e ‘ M ESEX WATER NDQ-MSEX . [PRICE " 39 @9 IRATIO 25 g(Medlan' 2005/ | PJE RATIO: | 2 3 (1] !
High:|{ 205 20:2'|::19:8] 17.9| 19.3| 194 196| 225| 237 .28.0 | 467  ;

THELINESS 4 ooty | M| 205 Jes| i20| 78| ia7| ies| i75| 66| 11| 22| 20| 325 2‘2{3&‘ Siice 32“5'29;
SAFETY 2 NewiOtftt | LEGENDS . A TS 2021, 1208
TECHNICAL - 1 Rasedthiong | .‘,ﬁ.?,ed%"".’:{;‘,’za Rals G N
BETA .80 "(1.00 = Market) | G, yeve Frice-3fength. N '-iiﬂ; —

~2020-32 PRO, JECTI NS hadedarea md:cates fecession ‘ ] !l' Iyl I||‘ A B

Total — . : I R L i
H Price Gaﬂ:' Re;l:/m' ) T YT TR L L T
L(l,%l; gg ((38% ) .N;_,, B Irl‘_!ll'.lll'F' i |.l|f [ITTELY MES] FIIE s
Insider Decisions - . - =12
MAMJIJIASON
toByy 0 0000 0.0 0.0 - S REEEEE e 2 A
e 38066609979 ' -6
Institutional: Dedslons . : % TOTA,?“EST ”“;’{ﬂ;&’,&'{{ oA
Q07 2001 302017 | g .

- R | 1 ;
Hid's{000). . 9400 - 9201°: 95007] "adef’
200112002 | 2003 |2004 | 2005:| 2006 : 1
587 598 | 6120625 644 | 1616 X .98 | 777/ 846 | 810|855 |Re

148 {120} AA5| T 428 133 ] A 46| A58 A72 ) A8k | A7 | 2aT | 225| 28514

86} . . LB T8 T 82 96| 84| .90 | 108 +148 | 1224 138 140 -1.65° .

B2 66 TI68 |- 72| 78 T4 75 |00 76 a8 81 86 Div’dDecI’dpersth "106
190 | 150 | 1.3 |. 126 | 140 | 159 -291 | %80 1.0 Eap’ISpending,persh 205
1A 1127 | 1148 14.82 | 1224 | 1274 | 1340 | 13. 65, |E - {

1557 1570 |15.82 | 1596 | 16,12 | 1623 |- 16.30 |:
1781 7217 |- “208 " -19.7- | 185 1911258
113 | 136 | 132 | 14171 .97 496|135
2 |- 42% | 40% | 40%: | 37% ,,:37‘7 . 83%.| 2:3%
2 |: f027 | 1021 | 1104 | 1148 | 1174 | 1260 | 1329 .
A43 | 134 | 144 166184 |, 1200 ). 227 |. 23
= 32.1%, | 327% | 33:9% | 34:1% | 35:0% | 345% | 34(% | 92.0% | 21.0%" : ;
..;.'“‘e’“‘”"e'age (13%?2‘)0@[,.,)-- 68% | 64% ] a4% | 1.9% | 17% | 19% | 27% |- 20% 2.0%:»‘5FUDC%toNetProﬁt
43.1% | 428% | 41.5% | 40:4% 405%;_;394%' '37.9% | "37.5% | 37.0% |Long-Term Debt Ratio
| 55:8%:| 56:6%: | 57.4%: | 58:7%. | 58.8%. |- 59.8%:| ‘61:6% 62.0% . 62.5%',CommnnEqudyHat|o :
3105 | -3125 | 3165.| 3214 | 3358 |. 3454 |. 3554 370 390,TotalCapltal($mlII) ’
4059 | 4222 | 4352 | 4465 | 4654 | 4819 |. 5178 : it (3mil
57% | 52% | 54%. | 59% .| 63% | 656%
0% | 8% | 75%.]" 7.8% | B.1% | 2% | 9% | 0.
{ Bi2% | 75% |. 78% | 87% | 93%. | 96% | 1
1% 10% |’ 14% |- 24[; 31% 3.5%; 4
' (s u,]_) N 20 3017 BUSINESS* Middlesex:W ater Company engages in the ownershlp 2016 “the. Mlddlesex System accounted for 60% of operaung

-

' RECENT

Cash: Assets :

.'and operatlon of regulaied water utlhty systems in New. Jersey, Del-

g NJ Presrdent +CEQ *and Chairman:

niies: At 12/31/16; the compary. had 309 employees. lncorporated
Denms W. Doli: Offiers &

0'iM]l.dd]lesex Water Company’s battle

ANNUALRATES Past

with--mother hature kas yet:to.

earnmgs to e and 18% thls year, to §

of it may hemow @sold, stored or transmitied in any printed, electronic or other form, or used for generating or markehng any pnnled of electronic publication, service or product.

of change:(per sh) 2. BYrs, o to’20-’22 ; hé story- hasn’t thanged miich over : on revenues' of- $14'

Rel = gg:f’ gjg-:f | the: past three-months; as weather-related e g

E&mnings 8.0% "'9.0% | disruptions: took-a:toll on its top line once

Dividends- 1:5% - 18% . 50% | again. Operating in: the Northeast region: ought to bear ﬁ'mt. App nmately

Book Value A% B80% .. 45% | 6f the U.S. leaves MSEX vulnerable to ex-- million-per year (for the next” )

Cal- |  QUARTERLY REVENUES(SmnII) B tremel' volatlle Weather condlﬁons Whlch is earmarkeéd for the replacen

endar | Mar31 Jun.30 Sep. 30 Dec. 31 'vWaber-main's i and o ~in ,
J201a] 271 292 BRI - ture upgrades: .. .

2015-| 288 317 847 +The: company hoosted lts quarterly

2016: 806 327 378 ‘dividend’ payout by “about 8%,

2017 301 - 330 362 347 [.134 W] ":$0.224 per shsare, Shareholders have en )

2018°) 330 .. 87.0 380 ‘35-‘0‘. N tla]ly ﬂat tha:nks to con-' joyed 45.years of consecutive dividend in:.

Cak | EARNINGS PER SHARE A: - Fail | tributions “from added re51dent1a1 custom- creases, and we don’t thmk this streak will
endar | Mar31" Jun. 30 Sep. 30. Dec: 31| Year | ers during ‘the period. Overall, Middlesex: be- broken anytime §oon. ‘At ‘present, |

2014 200 20 42 22| 113 generated- $36.2 'million in revenues for MSEX shares offer a y1e1d that fractlonally i

2015 -2 31 4 - 28 | 122) the September period,. $1.6 million Tess - outpaces the _average’ of :all ' dividend |

0161 .20 .36 .64 .19 | 1,38 than last year’s-haul. This has spurred us -paying stocks in. The Value Line.” Invest-'

0170 27 33 . 46 .34 | 140| to trim’ $3.0: million off. our 2017 top-lmev ment Survey. . ;

2018 ) .33 .38 .60 .34 | 169 forecast, to $134 million. - . ‘This. issue is still a’ subpar selectwn

‘Cal- | QUARTERLY. DIVIDENDS PAID B | - Fyi) "‘The outlook for profit g‘rowth in 2018 for relative year-ahead pnce perform-
endar | Mar31_Jun.30 Sep.30 Dec:3t|. Year | is good. Operating - margins ' cught’ to ance (Timeliness; 4). What's ‘more, total’

2014 | 19 79 19 - 1925}~ ‘76 remain relatively steady, with few changes = retirn potential over the pull to 2020-2022

015 | 1925 1925 1925 19875 .78 to”the tost structure-expected. Meantime, is. nothmg to write home about. Thus, we'

2016 | 19875 .19875 19875 21125 81| a ‘reduced income tax rate (new- tax act think investors can find -better OptIOD.S

2017. | 21125 .211'25 21125 22373 86} arid various investment spending deduc- elsewhere, at this juncture.. . v

2018 | | tions) is the main driver behind our-im- Nl,cholasP Patrikis Januar:y 12 2018,
(A) Dlluted eamings: Next eamlngs report due (B) Dividends hlstoncally pald in mld Feb., (C) In milhons, adjusted for spht ] CompanysFInancial Strength Bt
early February. May; Aug., and November.a Div'd remvestment ) Stock’s Price. Stability 70

plan avallable Price Growth Persistence 40

) Earnings Predictability - 80"

5 S R 7 R e s, e
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SJWG @@PNVSE-SJW PRICE @3.-47 RATIO 2356(Media3: 23.0,/ | PIE RATIO Ems L
TWELNESS. 3 st | [ | 199] $20] SBiT 04T Za2[ ze8] 2ol sodl a7 se7] seol eo
SAFETY - 3 New 4132ri1 LEGENDS - ' - .
AR S — 1,50 x Dividends p'sh
\ . TECHNICAL 2 pasedthits | diuded b et ot
BETA 70 (1,00 =Market) 2-for-1 spit 306 1 .
2020-22 PRQJEC"}?I&’?TO( O ;'lgg:;j\’ae,sea indicates L~ L—1 il' "'.",,;,u. b
" Price - Gain - Return Illl il .|'|I e
; PRyvd o LT M ' 32
{'é%? gg (+(4'(5’°//: -1;42 'h.ll"" s m'll! '".:. 1, gt |.||"|"'l| UOATHT 7‘4
Insider Decisions - it LAl e LA ML 1 - ' 20
COMAM Jd-d RS O N [t = et 16
toBly 000000000 2
o 606833888 i T, o] % TOT.KE '
institutional Decisions “OT'giEs'wnmnmmZ -
G2017. 302017 3 1 .STOCK INDEX
way g gy 7| Peen 18 T s s ¢
 Hosoo 10758 - 10000 | traded 5 it R I 5w, 98 %25
2001 | 2002|2603 | 2004 | 2005 [ 2006 | 2007 | 2008 [ 2009 | 2010 |2011 2012 12013 |2014 [2015./2016 {2017 [2018 | SVALUELINEPUB.LLC|20-22
745 1. 8.4 986 1035|7115 1242 1168 | 16| 1285 | 14.01 1378 | 1576 | 1497 1661| 18.10| 17.95 Revenues persh 21.10
A9 | 189 221 238 230| 244 221| 238 280 297 200 | 442 386 476 [ " 4.60| 4.90 | “CashFlow” per sh 5.65
L7 C87 C1A2) 149 104 108] 81 841 141 148 | 112 | 254 185| 257 2.60 | 2,85 |Earnings persh A 345
48 .51 % B3| 57 61 .65 66| .68 69 M 73 15 .78 81 1.04 | - .93.{Div'd Decid persh Bm 1.18
263 | “28%| 283 387|. 662| 379 317| 565| 375 567 468 | 502 524| 695| 6.00| 550 Cap’l Spending per sh 5.00
847 40411 1072 | 1248 1290|1399 | 1366 { 1375 | 1420 1471 | 1592 | 17.75 | 1883 -2061 | -21.65 | 22,05 Book Value per sh - . .24.60
1827 1827 1827 1828| 1836 | 18.18 | -1850| 1855 | 1850 | 18.67 2017 | 2029 | 2038 | 20.46.|. 21.00| 22.00 .Common Shs Outstg © | 23,00
385 “le6 T BS[ WA 22| W7 21| 212 204| 243 12| 166[ 67| 207 Avg AnnTTPTE Ratio 20
Ik 8|~ 104|105 27| 177} 158\ 191| 185 | 133 130| 17| 59| 84| 83| 101 Relative PIE Ratio 140
3.0% |, 34%:|-35% |-:-3.0% 24% [ 20% | 17% | 23% 28% | 28% | 29% | 80% | 27% | 26% | 25% | 20%| 1.9% AVQAnn’IDiv’ineld 1:6%
CAPITAL STRUCTURE2s of 930117 | 2066 | 2203 | 216.1 | 2156 | 2390 | 2615 | 2769 3197 | 3051 | 3397 380} 395 Revenues ($mill) 485
Total Debt $431:0.mill. Due In'5 Yrs $14.3 mill, 193] 202] 152) 1581 209| 223 | 235 58| 879 528| 540 . 63.0:|NetProfit ($mill . 690
FrDept e LT""‘eﬁﬁ%fg‘;/On;% | 394% | 39.5% | 404% | 38.8% | 41.1% | 41.1% | 38.7% | 32.5% | 36.1% ] 38.6% 38.0% | 21.0% (lncome Tax Rate - 21.0%
c T e (NOROTCRN | pm| 23] 20% |1 | oo | | o] | 20%] tou| 15% " 1.5% |AFUDC % to Net Profit |  1.5%
Leases, Uncapitalized: Annial rentals $6.6 mil. | 477% | 460% | 494% | 537% | 566% | 5.0% [511% | 516% | 498% | 50.0% | 49.0% 48.0% |Long-Term Debt Ratic | 48.0%
L s T L T 52.3% | 54:0% | 50.6% | 46.3%.|.434% | 45.0% | 48.9% | -48.4% | -50.2% | 49.3% | 51:0% | 52.0% Cominon Equity-Ratio 520% |
Pension Assets-12/16 $113.9 mil. . - 4532|4709 | 4996 | 5507 | '607.9'| 6102 | 6562 | 7445 | 7646 | 855.0| 90| 995 |Total Capital Gmill | 1090
ot Stoc g 0018 ST741 i 6455 | 6842 | 7185 | 7855 | 7562 | 8316 | 8987 | 9630 | 0368 | 11464 | 1200| 1260 |NetPlant ($mil) 1325
AN . o 5.7% |. 58% | 44% | -43% | 49% | -50%-| 50% | 83% | 63% | 74% | 75%| 80% Return onTotal Cap’l - | ~8.5%
Common Stock 20,520,856 shs. 82% | BO% | 60% [ 62% | 79% | G1% | 7% | 144% | 99% | 125% | 120% | 13.0% RelumonShr.Equiy | 74.0%
) I Lo | 82% | 8.0% | 6:0% | 62% | 7.9% | .81% |' 7% | 14.4% | 9.9% 12.5%.| - 12.0%-| 13.0% |Returri on Com Equity | - 14.0%
< | MARKET CAP: $1.3 billion {Alid Cap), (35% | 3% | 12% | 12% [ 31% | 33% | 28% | 102% | 5.1% | 86% | 70%| 8.5% |Retainedto ComEq - _%0%
ngmfm?osmON 2015 © 2016 9/30/17 | 57% | 59% | 80% | 80% | 61% | 59%:] 62% | .29% | 42%.|. 31% | 40% | - 33% |ANDiv'dsto Net Prof. -| . 34%
| Cash Assets .~ 52 253 7.6 | BUSINESS: SJW Grolip engages in the, production, purchase, offers: onregulated water:related services and owns-and operates
| Accts Recelvable 164+ 164  63.0 ‘stérags, pilrification, disiribution, and retall sdle of water. It provides “corfimercial real estate investments.: Has about 406 employees Of-
] igg":r ) t Adsits - % 7 g;g %ﬁl watér; Service fo_approximately 229,000 connéctions with @ total_ficers. and directors (including Nancy ‘0. Moss) own 26:9% ‘of out-
Acbtgrlgé able ¢ 162 18.7 30.7 population of roughly one million peaple in the San Jose ared and " 'standing’ shares (3/17 proxy). Chairman & C.E.0.: Richard’ Roth.
Deeru'é' % . 881 14:3 - ©  :e:| 13,000 connections that reacfies about, 39,000 residerits in the.re- _Inc.: California. Address: 110 West Taylor Street, San Jose, CA
: 25.3 - . 30.6 59.7.4- glon. between. San. Antonio .and Austin;. Texas. The compariy alsq . 951 (phoné;. (408) 279-7800. Intemet: www.sjwater.com.
796 636 904 S gy Group has ‘finalized the sale of million (+$25 million from last report’s es-
) - Past Eétd ‘1416 its wholly-owned subsidiary, Texas timate) and earnings of $2.85 a share
'8y CZZ. | Water Alliance Limited. Early last year, (+$0.25) thisyear.
L 70% (120% - 45% | SIW entered into an agreement with the Investment spending is still the HnalEn
 Eamings: “80% - 205% " 7. Guadalupe-Blanca River Authority for to- theme rolling into next decade, Its
| Boadends. o 2% - 70% | tal consideration of $81 million. SJW spending budget, with approximately $250
SRR Bok  88% . 45% | nettéd cash proceeds of $23.5 million, ex- ‘million to $300 million in available funds,
QUARTERLY REVENUES (Sl cluding: a’ $3 ‘million holdback fee (due ‘will'be- eriodically tapped to support vari-
A1 ilun:90 Bop. 2021), As a result of the completed sale 'ous projects, infrastructure upgrades, and
4,8 1264 and subseqiient proceeds, the' heard of general - water
210 724 83,0 306,1 a gpecial dividend of $0:17 a ‘
11 889 8897 holders on re¢ord as of No= M
800 101 60 7. Of note, this is in addi-
H0_103 128900 | 95| tion to its regular quarterly distribution, -
SARNNGSPERSHAREA . | Ful | We are boosting our 2018 financial
1 Jun. 30 Sep. 30 Dec. 91| Year | projections for several veasons, First, ete ‘anothes g,
2014 g4 188 281 254 revenue growth is in the cards, driven by Bhares of the Ca -baged utility
@8 46 .80 | 185 |-cumulative rate increases and higher cus- pushed past $65 p for the first
201/ & 9 6 | 257| tamer water usage. Meantime, operating time in ﬁz_s higtory, before mettling slightly
&l % %4 58| 260] expenses have yet to abate (marginally below that level. Still, the stock logged an
o 27 .80 100 .68 | 285 higher in the third quarter), but we think advance of about 10% over the past three
| C QUARTERLY DIVIDENDS PAID®%= | Fuij | production ‘costs .can subside somewhat months. While we are bullish on the com-
J ar.31 Jun30 Sep.30 Dec.di| Year| next - year, while administrative expenses pany’s business prospects over the pull to
014 |- . 1875 1875 1875| 75| can be held in check. Lastly, a lower effec- 2020-2022, SJW’s rapid climb in share
15 711950 . 1950 -.1950: \1950| 78| tive tax rate stemming from the recent price gives us pause. In sum, we recom-
2016 2025 2025 2025 2025 | 81| corporate tax overhaul is the primary fac- mend investors wait for a better entry
017 | 2075 2175 2175 3675 | 104| tor underpinning our bottom-line ramp. point before initiating a position here.
218 - ‘ All told, we.now look for revenues. of $395 Nicholas P. Pditrikis -January 12, 2018
. (A) Dilited earriings. Excludes”nonrécurring | February. Quarterly earnings fmay niot add due [ vestriient plan avaifable. s Company’s Financial Strength B+
losses; 03, $1.97; '04, $3,78; 05, $1.09; ‘06, | to rounding. C) In millions, adjusted for stock splits. | Stock’s Price Stability 70
3 L $16.36; '08, $1.22; 10, $0.46, GAAP accalint- | (B) Dividends historically paid in early March, §D; Paid special dividend of $0.17 per share on | Price Growth Persistence 35
= ing as of 2013. Next eamings. report due late | June, September, and December. = Divd rein- | 11/17 : Earnil dictability 45

© 2018 Value 'Ling; - Inc, Al rights’ reserved. . Factual. material is obtained from. sources believed to be rellable and is provided without warranties of any kind,
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN, This publication Is strictly for subscriber's own, non-commerclal, internal use. No part
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toBuy 113 2 2132 213 2 e T R e - -8
Options 0°013.0°0 0 0 0 0| M et Bl : E L6
taSel 0.0 0000000 1 %ToT.RETURN 1247 |
| Institutional Decisions ™ _ ) . : s ,,__vhﬁgg(u.:. .
102017 202017 . 302617 . G INDEX |
I R A o e e e S
Hid's(000) 6127 . 5206 5125 traded . 4'_. (IR i co| By 115971925 LT
12001 | 2002 | 2003 [ 2004 [:2005 | 2006 2011- 12012 12013 2014 |2015:[2016 [2017 [2018 | ©VALUELINEPUB.LLC|20-22
205|205 “217 | 218+ 258 |- *2.56 2797 " 289} 29571 "307{ 318 | 3.2 827 | 358 | 368( 370 375 3.95 Hevenl_le‘s,persh‘ i 540
-.59 57 65| 65| 79, JTp . 86 .88 950 107 1091 142|119} 136 145 142/ 165 1.75°|"Cash.Flow” persh | 7225
43 40, AT .49 56) 58| 57 571 64 N N4 72 a5 .89 97 ) 105) . 115 Earhings_.persh} 1.60
34 B[ 87 39 L2 45| 48 49. 51 - 52} 53 S54)  B5 ) 57 80 B3. 85| ..70)Div'd:Decl'd persh B. 96
J5| .86 107 250 169 185| 160] 217] 1.8 .83 J41 94 76130 149 103 195, 125 Qﬂp’lSpendingpersb 1, 95
379|390 406| 465| 485| 584 597 644 692 718 | 745| 773 798| 815 851 8.88 | 9.0 " 9.55 |Book Value per sh .11.20
. 946 955] 963 1083 1040 | 1120 11.27:] . 11.37.] 1256 [ 12.69 | 12.79 .12.92 ] 12.98 | 12.83 [ 1281 1285 | 1290 12.75. [Common Shs Outstg | 1250
178 269 245 257263 312 "303°7. 2461 2191 207 230 244 263" 231|235 328 333 ) l_\'ilgAnn’[P?E Ratio | 225
© o 147 - 1401 136| 40| 168 :161| 1487} 146 [ 132 | 150 | 455 |0 148 | 122] 148 ) 172|162 Relative P/E Ratio 17 140
144% | 33| 2% | 3% | 20% | 25% | 28%|:85% | 36% | 35% | 31% | 31% | 28% | 26% | 26% | 21% 19%{ ©  |AvgAnmIDivdVield - | -2.6%
CAPITAL STRUCTURE as of /3017~ ~ * '|° 814| 28| 870 890 46| 44| 4| 49| 41| 478|485 505 |Reveniies ($mil) | - 675
Total Debt $88.9 mill: “Duein5Yrs $30.5mil. |~ 54| g4 75| "89] g1 93 97| 115 | 125) 1181 135| 145 |NetProfit (§mill) |L.200
LT Debt $68.9mil. . - LT Interest $5.4mill. . g5y srro T390 [ 3050 | B0 | 376% | 7.6% | 298% | 275% | 31.8% | 240% | 21.0% [lncome Tax Rate 21.0%
S L (a3ofCapl) | 08% | 104% | - | 12% | 14% | 1% | 8% | 1.8% | 16% | 1.9% | -20% | 1.5% |AFUDG % o Net Profit 1.5%
Pension Assets 12116 $36,5 il . |, 465% | 545% | 457% [ 48.3% | 471% | 46.0%. | 45.1% | 448% | 444% | B2.6% | 43.0% | 43.0% Long-Term DebtRatio | 43.5%
RV Oblig. $40.8 mill. ~ 1. 53.5% | 455% | 54.3% | 51.7% | 52.9% |.54.0% | 54.9%. | 55.2% | 55.6% 57.4% | 57.0% | 57.0% |Common Eqiity Ratio 56.5%
B LT i | 1257 {21534 1601 | 1764 | 1802 | 184.8 | 1884 | 1894 196.3 | 1987 210 220 Total Capital ($mill) 250
{ Ted Stock Nong: - ‘ | s 2t 2001 2847 2300 | 2403 | 2442 | 2632 | 2614 | 2709) 275 240 [Nt Plant (Smil) 25
y . hs. .- 6.7%.| .57% | 62% | 65% | 64% | 64% | 65% | 74% | 76% 1 72% 7.5% | 8.0% |Returnon TotalCap’l - | 9.0%
9°"’m°"s't,°°k12'859’4325hs" v " 95%{ 9.2% | 86% | 9.8% | 95% | 93% | 9.3% | 11.0% | 115% | 104% | 11.5% 12.0% [Return'on Shr. Equity | 14.5%
| MARKET CAP: $425 million (Small Cap) ol 9s% | 9.2% | 86% | 9.8% | 95% 9.3% | 9.3% | 11.0% | 115% | 104% | 11.5% | 12.0% Retiirn on'Com Equity 14.5%
|CURRENTPOSITION 2015 2016 - 9/30/17 | 1.0% | 1% | 19% | 2.7% | 25% | 24% | 24% | 39% | 44% | a%% | 40% 45% Retained to Com Eq 5.5%
loalt) = “28 42 | % | e% | e | 72% | 7% | Ta% | 7a% | ea% | . 62% | 67% | 63%| 61% AllDiv'ds to NetProf | .- 60%
| Accounts Receivable - 3.5° 43 44 [ BUS_INESS:‘The York Water Company‘is the oldest investor-owned  nues; commiercial and industrial (29%); other (8%). It aléd- provides
"Or't"t]%r:,t?'y {Avg. Cost) 4"2 3-1 a'3 | regulated water utiity it the United States, It hias operated contin-  sewer billing services. Incorporated: PA. York had: 105 fulltime em-
- | Ciirent Asséts - 18 196 B.6:| - Uously since 1816. As of December 31,2016, the company's aver- P'-OYQ?? at 12/31/16. President/CEO: Jeffrey R. Hines, - Of-
Accts Payable - 18 '87. - 4p| 898 daily gva{lgbg_llﬁy was 36.4 million gallons and its, service terri- ficers/directors own-1.1% of the common stock (3/17 proxy). Ad-
Debt Dug. oo -- " .- | tory had an estimated population of 196,000, Has more than 67,000 -dress' 130 East Market Street, York, Pennsylvania 17401 Tele-
Other © .44 45 . 6.4°| customers. Residgntial customers accounted for 63% of 2016 réve- “phone: (717) 845-3601. Internet: www.yorkwater.com. =~ * "
RS T e | York Water delivered a better-than- Capital sxpendifiires ought fo remaia
ANNUAL RATES  Past  Past- Estd 14216 | expected bottom-line performance in ‘par - for' the .course going: forward.
Rovonaber ) 10Yes,  Sfts, 022 the. third quarter. The régulated water - Management estimatos & ‘spent_approxi-
“Cash Flow” 65% 65% go% | utility earned $0.31 a share for the Sep- ‘mately $25 million in 2017 on aging infra-
 Earnings - . 55% 60% 95% | tember period (+15% year over:year), hest- structure, raw water -pumping stations,
gg’t’)ﬁe\’,‘gﬁe 2% 2o §% | ing our $0.29 call by two. cents.. The ad: .and pipe replacements, more than-double
sk ' —— " 77 | vance can be largely attributed to a lower 'the year-earlier ‘total. With plenty of its
Cak | QUARTERLYREVENUES(Smill) | Ful | effective tax rate (asset improvements footprint still needing to be. brought up. to
endar | Mar.31 Jun. 30 Sep.30 Dec.31| Year qualify for deductions), higher surcharges spegd, we an icipate at least seyeral years
20141 106 118 120 {15 | 459 ‘to ‘customers, and an increased allowance 6f aggressive mivestment spending ' "
| 2015 | 412 119 - 424 4467 | 470f for funds used during construction (inter- York: Water raised its quarterly divi-
(2016 ] 118 118 126 119 | 478 -est. deduction). Meanwhile, operation and demd by 4%, to $0.17 a share. This"
gg}g ’ 11;3 11%2 : 11% g; ggg maintenance expenses as a percentage of marks 21 consecutive years ‘that the: com-
& : g -1 revenues rose 200 basis points, on an an-. .pany has increased its annual dividend
Cal- | EARNNGSPERSHAREA | Full | nual basis, which makes. the share-net payout. The current yield is fractionally
|endar | Mar.31 Jun. 30 Sep:30 Dec.31) Year showing even more encouraging. On the .above that of the Value Line médian, but
20141 16~ .22 28 * 28 | 89| other hand, revenue growth was essential-" should ' trend higher’ into next -decade
015 20 20 28 27| 97 ly nonexistent, dragged down by generally thanks to additional dividend hikes: !
gg}g ;8 : gg g? g? ) 13% lower consumption. ’ York Water s?:nare.s have moved up one
M8 | 24 25 4 3| 115 We are adjusting our 2018 top- and mnotch for Timeliness, to 3; and are
Cal- | QUARTERLY DIVDENDSPAD® | bmﬁ?hm-hnefmmat%s' ‘De's%nt‘e fSition. Eowdpeggedkti tgack'thef’yew’%chea%
al- | pan customer ase - (acquisition- broader market averages. Prospects out
endar |Mar.31 Jun.30 Sep.30 Dec.i| Year Eﬁven),gYork’s top line is under 'sfme pres- to the 2020-2022 time frame are bright,
2014\ 14311431 1431 1431|579 sure. We now look for revenues of $50.5 though most of the benefits we envision
gg}g | }ggg }ggg }ggg : }ggg gg? million in 2018, down from our prior fore- appear to already be baked into the stock
2017 | 1602 4802 1802 666 | 647 cast of $52:Q million. Convgrsely, we are price.: Capital appreciation potenfcia} does
2018 | ' ’ e "7 adding a dime to our earnings-per-share not stand out at the recent quotation.
|| estimate, to $1.15. * . Nicholas P..Patrikis January 12, 2018
( ) Diluted earnings. Next eamings report due (C) In millions, adjusted for split. : ’ ' ' ‘Company’s Financial Strength =~ B+
\__~iate February, . Stock's Price Stability ; 6

Price Growth Persistenc 55

(B) Dividends historically.paid in late February,
! Earnings Predictabili

June, September, and December. o
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