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\\server-aus-sbs\shared\water industry\PA American Steelton\PA American - Steelton Water Utility Valuation Created 11-6-2018

Water and Wastewater Cost of Capital
Second Quarter 2018 (7-1-2018)

As a Investor-Owned Utility

Weighted Cost of Capital (Discount Rate)
(1)

Debt
Equity
Total Capital r

Growth (g)
Rate without Growth: [(1+r)/(1+g)]-1

Weighted Cost of Capital (Capitlization Rate)
(1)

Debt
Equity
Total Capital r

Growth (g)
Rate without Growth: [(1+r)/(1+g)]-1

()

Portion of
Capital
AUS Input
30%
7000

100.0%

()

Portion of
Capital
AUS Input
30%

70%

100.0%

Weighted Cost of Capital (Rate of Return on Rate Base)

(1)

Debt
Equity
Total Capital r

Growth (g)
Rate without Growth: [(1+r)/(1+g)]-1

Cost of Capital / Required Return

()

Portion of
Capital
AUS Input
40%

60%

100.0%

(2a)

Type of Data

Market

Market

(2a)

Type of Data

Market

Market

(2a)

Type of Data

Embedded

Embedded

(3) (3a) (4)
Capital Cost  Type of Data Tax Rate
AUS Input
3.60% Market 28.89%
8.98% Market 0.0%
3) (3a) 4)
Capital Cost ~ Type of Data Tax Rate
AUS Input
3.60% Market Not Applicable
8.98% Market Not Applicable
(3) (3a) (4)
Capital Cost ~ Type of Data Tax Rate
AUS Input
3.84% Embedded Not Applicable
8.98% Market Not Applicable

Cost of Capital 7-1-2018

(4a) (5)
After-tax
Tax affect on Market
cost of capital  Capital Cost
(2)*(3)*(4a)
71.11% 0.77%
100.0% 6.29%
7.06%
1.44%
5.54%
(4a) (5)
After-tax
Tax affect on Market
cost of capital Capital Cost
(2)*(3)
Not Applicable 1.08%
Not Applicable 6.29%
7.37%
1.44%
5.85%
(4a) (5)
After-tax
Tax affect on Market
cost of capital  Capital Cost
(2)*@3)
Not Applicable 1.54%
Not Applicable 5.39%
6.93%
Not Applicable 0.00%
6.93%
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Pennsylvania-American Water Company’s
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Cost of Debt
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Standard and Poor's Bond Guide
Water Industry
As of 2st Qtr 2018 (7-1-2018)

As of Investor-Owned Utility

Standard & Poors Bond Guide
Issue Pricing
1/1/20178 12/31/2018

As a Municipal Financed Entity

\\server-aus-shs\shared\water industry\PA American Steelton\PA American - Steelton Water Utility Valuation Created 11-6-2018

Company
American Water Capital

American Water Capital
American Water Capital

Weighted American Water

Cost of Debt Summary
Debt Rating

Cost of Debt
Embedded

Use

Market

S&P

Mergent

Cost of Debt (use)
Market
Embedded
American Water
Industry
Embedded Use

Cost of Capital / Required Return

Fxd Rt Sr Nt 3.4s 2025
Fxd Rt Sr Nt 4.35 2042

3.60% Input

3.60% Input

3.84%

3.80% Input
3.8% Input

3.80%

S&P Cost of Debt 7-1-2018

wtd
o] Emb
S&P Rating. (S millions)  Interest Rate rate
A 5/15 525 3.400 17.850
A 5/15 500 4.300 21.500
1,025 3.84% 39.350
A Input
3.84%
3.8% Input
3.62%

wtd
Current  Yieldto  current
Price Range 2015 Yield maturity yield
High Low Close
105.16 101.15 102.71 331 2.98 17.38
110.94 102.19 109.13 3.94 373 19.70
3.62% 37.08
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Cost of Equity
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Capital Structure
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Pennsylvania-American Water Company’s
Utility Valuation Experts’ (UVE) Valuation of
Steelton Borough (Water) Authority
Dauphin County, Pennsylvania

Appraisal Work Papers
As of July 2018

Cost of Capital / Required Return
2018 Stocks, Bonds, Bills, & Inflation
Duff & Phelps

AUS Consultants
Suite 201
8555 West Forest Home Avenue
Greenfield, Wisconsin 53228
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WATER UTILITY IN

. The Water Utility Industry carries one of the
lowest Timeliness ranks of any industry under
review by Value Line.

Prospects for higher short-term interest rates
seem likely as the Federal Reserve once again
raised the Fed Funds rate and indicated that more
hikes are on the way. With yields on Treasury
notes maturing by 2021 carrying a higher yield
than that of most water utilities stocks, investors
could be tempted to switch into fixed-income se-
curities.

In general, the Tax Cuts and Jobs Act will not
have a major impact on water utilities’ bottom
lines. All of the savings will be passed through to
customers. <

The fundamentals of the industry remain un-
changed. Following years of low capital invest-

ments, most water utilities are spending heavily to

modernized existing pipelines and other facilities.

Regulators continue to play a constructive, non-

. adversarial role in working with the utilities to
improve the nation’s water systems.

Short-Term Interest Rates Are Rising

The Federal Reserve increased the key federal funds
rate by 25 basis points last month. Moreover, citing
historically low unemployment, the Fed stated that it
planned on inereasing rates in a gradual manner
through 2020. How does this impact water utilities? For
starters, dividend paying stocks and fixed-income ve-
hicles have always been in competition for income-
oriented investors. Over the past decade, the extraordi-
nary easy monetary policy (along with quantitative
easing), had made dividend stocks much more -appeal-
ing. This is no longer the case, however. The median
yield on all dividend paying stocks in the Value Line
universe is just about 2.0%. Individuals can now pur-
chase an extremely secure three-month Treasury bill
and get almost 2%, with as close to zero risk as possible.
Moreover, should an investor be willing to extend
slightly further out on the yield curve to one- or two-year

- Treasury notes, yields of 2.31% and 2.54% can be had. As '

the front end of the curve continues to rise over the next
several years, utility stocks-may continue to lose much of
their former luster.

The Tax Cuts And Jobs Act

For most U.S.-based companiés, the recent TCJA
provided a nice boost to the hottom. line. Water utilities
were not among them, however. Knowing that regula-
tory commissions would mandate that the tax savings be
passed on to customers, water companies simply set up
reserve accounts. The surplus funds generated by the
tax cut will go straight towards reducing ratepayers
bills. Still, we would suggest that the TCJA is not a
neutral event. That’s because state regulatory commis-
sions are given a little more flexibility when it comes to
the next time a water utility in their state seeks rate
relief. For example, even if a utility has a very sound
reason for higher rates, but water users are already
paying high prices, politicians will get push back from
their constituents (i.e. voters) to keep their bills down.
So, with the consumer benefiting frém the tax cut,
‘regulators will have a little more breathing room the
next time a petition for higher rates is filed.

company can earn. :

USTRY %
INDUSTRY TIMELINESS: 94 (of 97) |
Industry Fumdémentalg Reﬁ;a.in Unchanged

Following a period in which both water utilities and
regulators allowed the condition of the nation’s water.
infrastructure to deteriorate significantly, utilities have
been playing catchup over the past decade or so, Thou-
sands of miles of aging pipelines, as well as waste- water -
projects, are being replaced or refurbished. As a result; -
capital expenditures are relatively large for most mem- .
bers of this group. This -also means that many of the -
balance sheets.are only average, as they have had to rels
upon the issuance-of new debt to fund their construeti
projects o . SR

Another trend that continues, (particularly for two of
the biggest publicly traded water utilities, American -
Water Works and Agua American) is consolidation. )
Larger companies are acquiring smaller water districts’
as a means of expanding thé customer base. This strat:
egy has proven profitable to date and we expec
possibly to accelerate. Indeed, there are over 50,0
small, inefficient water districts that could be combin
to extract huge cost savings. : :

Regulation

Perhaps the best thing that water utilities have going’
for them is constructive regulation, as authorities.r
ize that the nation’s water systems are in a terrible s
and much has to be done to fix the problem. Relatiés
between regulators and utilities can sometimes. he ho
tile as was the case in the electric utility industry in the:
1980’s and 1990’s. Accounts should always keep a cloge
eye on any change in this relationship as statecomsz
sions determine the rate of return that a regula X

Conclusion

In general, water utility companies have done pre
well over the past few year. However, the premium t
these stocks trade at is starting to seem expe:
While part of this will always be due to the scarcity v4
(there are only a handful of large-cap stocks in 1
group), the recent flattening of the front end of treasi
yield curve could prove to provide investors with a hette
alternative. P
James A. Flooi

Water Utility - o
RELATIVE STRENGTH (Ratio of Industry to Value Line Comp.) -
800 . - -
7007 I\j\/j\
600 , \JMV\
500 \/\"‘V\/\-\
400
300 i J
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Index: June, 1967 = 100

© 2018 Vaue Ling, inc. Al rights reserved. Faciual malerial is oblained from sources belioved to be rellsble and is provided without wamanties of any kind,
THE.PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN, This publication is striclly for subscriber's own, non-commercial, intemal use, No part
of it may be reproduced, rasold, stored or iransmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product

Cost of Capital / Required Return

Page 18 of 27




i RECENT PE Trailing: 31.8Y) | RELATIVE DV'D
AMER] STTS WATER NYSE-AWR |PRICE 58:[]2 RATIO 33.12('&«1&:3: 200/ | PIE RATIO 1}8@ Y0 ‘ﬂug%
Amueness & e T 1] 3T 501 0T AT S]] O] | ] [ [ 82 Tage s Pange
SAFETY 2 Ralsed 7012 LEGENDS
. —— 1.35 x Dividends p sh
TECHNICAL 3 Lowered 76718 divided by Interest Rate 8
;] - - - - Relative Price Strength 60
BETA .80 (1.00=Markef) 2-for-1 §pm 913 e 50
[ 202123 PROJECTIONS ot e indi et RO PR Tl RS N B EEEC: LT 20
] Price  Gain ' Retum : T B “.”“lll 30
| High. 60 (+5%; 3% - L 25
Low 45 (-26%) -3% ,lfplﬁiﬂlu,.”“ = T P B 20
insider Decisions (R A T I 15
i SOND JFMAM =S e o7 . J UG (RN TRt
“toBuy: 0 0 00 000O0DO L etetreng ] 1 asteed * ate, . 10
R E RN RE
.Institutional Decisions 1. * TOITSETUF\‘,‘,\.I ,3,’,‘,;’,‘.
17 18 L STOCK INDEX
T o8y 301223 4012?)4 10123:3 s”:;ﬁggf 24— i iy 229 19
oSl . . 79 77 106 | traded 8 4 44 T | 1] 3yr.. 629 328 [
HiPs000) 27680 24143 25695 1 i TN il 5yr. 1300 715,
{2002 [ 2003 [ 2004 [ 2005 | 2006 [ 2007 | 2008 [ 2009 [ 2010 [2011 [2012 [2013 [2014 |2015 |2016 | 2017 | 2018 |2019 | ©VALUELINEPUB.LLC| 21-23
TR0 699) 681 708[ 7.88( 875| -92t| 974| 1071 | 1442 | 1212 | 1219 | 1247 | 1256 | 1192 | 1201 | 1265| 1245 |Revenues persh 15.35
[ fer| 104] 11| 132 145[ 165 169| 170| 211{ 213 | 248 | 265| 267| 281 | 27| 29| 305( 3.25|"CashFlow” persh 4.00
67| 39 53] 68| 67| 8t 8| B[ M| 142| 14| 161 | 157{ 160| 162| 188| 1.75| 1.90 [Earnings pershA 245
44| 44| 4| 5| 4| 48| B0 51| s2| 5| e4f 76| 83| 87| 91| 99| 105| 1.12|DivdDecld pershBa 145
T34 188| 251] 272 185| 145| 223  200| 212| 213| 177 | 262 | 189 239] 355 | 08| 340| 340|CapISpending persh 3%
702 698 751| 786] 832| 877| 897 970| 10.43| 1084 1180 | 1272 | 1324 | 1277 | 1352 | 1445| 1520 15.95 |Book Value persh D 17.35 |
| 3036 3042| 3350 3360 8410 | 3446 3460 37.06] 3726 3770 | 3853 | 36.72 | 3820 | 9650 | 36.57 | 3668 | 36.80 | 37.00 |Common Shs OUlStgC | 37,50
V=183 819 22| 219 277 280 228| 212| 167 | 64| 143 | 72| 201 | 246| 26| 257 | Boid fighres are |Av AN PIE Raiio 220
Co400( 182 128| 147 150) 127| 36| 141] 100| 87| ! 97| 106] 124 134] 129| vaweline |Relative PIE Ratio 1.20
36% | 35% | 36%| 31%| 25% | 25% | 29% | 29% | 30% | 32% | 31% | 27% | 26% | 22% | 22% | 20%| "™ lavg Ann'l Divd Yield 28%
|CAPITAL STRUCTURE as of 3/31/18 3187 | 3610 | 3989 | 4193 | 4669 | 4721 | 4658 | 458.6 | 4364 | 4406| 440| 450 |Revenues (§mill) 575
jYotal. Debt §380.4 mil. Duein§Yrs$100.7mil. | 68| 205| 414| 420| 541 | 627 | 61| 605 507 694] 680| 74.0 {NetProfit ($mil) 920
JLT Debt $281.1 mill. %375‘.;“2?5;3;,1)9-6 il 378% | 38.9% | 83.2% | H7% | 30.0% | 36.5% | 384% | 36.4% | 36.8% | 36.0% | 23.0% | 23.0% [Income Tax Rate 2.0%
: S o ottep 6.9% | 3% | 58% | 20% | 25% = oy --| es%|  --|  N#| 1.0%|AFUDC %toNetProfit | 1.0%
Lases, Uncapltalized: Annual rentals $2.3 mill 46:2% | 45.9% | 44.3% | 45.4% | 42.2% | 39.8% | 39.1% {41.1% | 39.4% ; 38.0% | 41.5% | 42.0% |Long-Term Debt Ratio | 46.0%
englon Assets-12/17.$173.6 mill 538% | 54.1% | 55.7% | 54.6% | 57.8% | 60.2% | 609% |58.9% | 60.6% | 62.0% | 58.5% | 56.0% |Common Equity Rato | 54.0%
_ - Oblig. $207.7 mi. 5770 | 6650 | 6774 | 749 [ 7670 | 6184 | 8326 | 7915 | 8153 | 8549 | 1010| 1125 |Total Caphtal(§mil) ~ | 1200
;| Ptd Btack None 18253 | 8664 | 8550 | 8965 | 9178 | 9815 [1003.5 [1060.8 | 11509 | 12050 | 1250 | 1370 Net Plant (Smil) 1495
| cominon Stock 36,733,416 shs. 64% [ 5% | 76% | 7% | 8.3% | 6% | 86% | 9.0% | 6.6% | 9% | 85% | 9.0% |Returnon TotalCapi® | 90%
“asot5ie 86% | 8.2% | 11.0% | 10.3% | 11.9% | 127% | 12.0% | 13.0% | 12.1% | 13.1% | 12.0% | 125% |ReturnonShr.Equity | 14.0%
- 8.6% | 8.2% | 11.0% | 108% | 11.9% | 127% | 120% | 13.0% [ 12.1% | 13.1% | 12.0% | 13.0% [Return on ComEqulty | 14.0%
81% | 32% | 58% | 63% | 66% | 68% | 5.7% | 60% | 53% | 62% | 55% | 55% |Retainedto ComEq 60%
64% | 61% | 47% | 49% | 45% | 47% | 53% | 54% | 6% | 5% | 58%| 56% |AllDiv'dsto NetProf 59%

(A) Primary eamings. Exclude
ains/(losses): '04, 7¢; '05, 13¢; ‘06, 3¢;
?1%); 10, (23¢); '11, 10¢. Next eamings rey

due early August.

@ 20i8 Value Line, Inc. All rights reserved. Factual
THEPUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This

4 2 6.0 | BUSINESS: American States Water Co. operates as a holding water & wastewater services to U.S. military bases through its
1§gg ég; 1;8% company. Through lts principal subsidiary, Golden State Water Go., ASUS sub. Sold Chaparral City Wtr. of AZ. (6/11). Employs 758,
m 3 55'5 T 45‘7 it supplies watgr to 258,949 customers in 70 cities in 10 counties. BlackRock, Inc. owns 11.7% o( out. shares; Vanguard, 9.5%;; off. &
43‘7 5 1‘0 38'8 Service areas.lnclude the metropolitan areas of Los Angeles and  dir. 1.5%. (4/18 Proxy). Chairman: Lloyd Ross. Pres. & CEQ:
90.3 593  10g.3 | Orange Countles. The company also provides elactriclly to 24,274 ~ Robert Sprowls. Inc: CA. Addr.: 630 East Foothill Bivd., San Dimas,
43.9 46.4 48.4 | customers in Big Bear Lake and San Bemardino Cnty. Provides CA 91773. Tel: 909-394-3600. Intemet: www.aswater.com,
1779 1567 19651 p recent ruling is hurting American rise in the future. This is good news be-
Past Estd'15-17| States Water’s utility operatioms. Ear- cause profitability in this segment isn’t
5}";;% to 316'3/3 lier this year, California regulators made a capped, as is the case in the utility sector.
45% 60% | decision on Golden States Water’s petition The equity’s dividend yield is um-
70%  60% | for higher rates. Despite being granted a attractive relative to its peer group.
12-2:7 3-0;/7 higher return on equity, the permitted re- Investors purchase water utility stocks for
ikl 0% | turn on rate base was lowered. This has the income they generate. At the recent
4 Gak | OQUARTERLYREVENUES@mil) | Fun | had a more meaningful impact on the util- quote, AWR is yielding less than the Value
jendar |Mar31 Jun.30 Sep. 30 Dec.31| Year | jty than was expected, and was the main Line median. Often with issues that have
2015 11009 1146 1330 1101 | 4586) reason -for first-quarter results falling strong dividend growth potential, holders
12016 | 935 1120 1238 1068 | 436.1[ short of the consensus. are willing to accept a lower current yield.
2017 1 988 1132 1244 1042 | 4408 We are lowering our near-termn earm- However, we are now expecting the divi-
2008 | 947 1143 126 105} 440 | jngs estimates. Management believes dend to be raised only 6% at the next
7'2919 970 118 128 107 | 450 | that the California authorities’ decree will board meeting (being held in early Au-
| gal EARNINGS PER SHARE A Full | shave $3.6 million off the top line and gust). Also, since our last report in April,
endar | Mar.31 Jun. 30 Sep. 30 Dec.31] Year | reduce share earnings $0.07 this year. As the value of AWR has increased about
2015 | 32 A 86 31 | 160 a result, we have deducted $0.10 a share 10%. By comparison, the S&P 500 Index is
e 28 4 59 80 | 162 from both our 2018 and 2019 earnings ex- up approximately 2%. Moreover, consider-
;2017 .34 62 57 .35 | 188) pectations. ing that the Federal Reserve is expected to
gg}g gg gg gg Zg ;;g Nomregulated activities should do continue raising short-term interest rates
Bt : : - : % | pretty well. Through its ASUS subsidi-' into next year, we believe. one- and two-
{:Cal- | QUARTERLYDIVIDENDSPAID®a | Fyll | ary, American States provides water serv- year U.S. Treasury notes may well draw
fepdar |Mar31 Jun30 Sep.30 Decdi| Vear| jces to 11 U.S. Army bases. As more of greater interest from those seeking safe
1.20! 2025 2025 213 213 83} these installations are privatized in the income. Thus, some investors may want to
. S [ 213 213 224 24 87 [ coming years, we think ASUS will win its take profits now, as AWR is also rated to
: % , gig 204 224 242 811 fair share of competitive bids for these 50- underperform the market averages in the
5018 | 25 ggg 255 255 | 99 year contracts. Responsible for 25% of first year ahead.
: ) . -quarter earnings, this percentage ought to James A. Flood July 13, 2018

s nonrecurring | (B) Dividends historically paid in early March,
'08, | June, September, and December. = Div'd rein- | (D) Includes intangibles. As of 12/31/17; $7.9 | Stock’s Price Stability 75
port | vestment plan available.

of it may be reproduced, resold; stored or transmitted in

million/$0.22 a share.

(C) In millions, adjusted for spiit.

maledal is obtained from_Sources believed to be reliable and is provided without waranties of aan1 kind.

Company’s Financial Strength A

Price Growth Persistence 75

Earnings Predictability

|, intemal use. No part

is strictly for ]

! g own, non:
any printed, electronic or othar fomm, or used for ganerating or marketing any printed or electronic publication, service or product.

Cost of Capital / Required Return

Page 19 of 27




] B RECENT PE : Traifing: 36.2% [RELATIVE
AMER@AN WATER NYSE-awic PRICE 86.:37] RATIO 26.12((%3&53: 190/ P/E RATIO T]u42
TMELINESS 3 Loveasits | o] el s ma] el mal o) el | w2l o Target rice Range
SAFETY 3 Newrosis (EGENDS _
T ey st Ao 128
TECHNICAL 3 Lowered 7618 A L oK I N I R A N A E A SN RES Ry ey seeen 2
BETA_ 65 {1.00 = Markel) O;’igg::dYae;a ingicates recession <P S N SR e SN R 80
2021-23 PROJECTIONS Tt R M _ 64
. _ Ann'l Total vl I 48
Price  Gain  Return g et 1
High 115 (35 0% A i
Low 75 (-15%) . Nil f—) |',|,||||||
Insider Decisions e ,Jfr" T e 24
SONDJFMAM ' “[ﬂ’fl’.,,n'-' I . . i
Bl 0 0000000D s T —— 18
Options 0 0 2071320 9 /. bl Y, v . |12
g 003000002 % TOT. RETURN 6/18
nstitutional Decisions l stock inoge |
10 Bay - 30323127 402%‘57 ‘°§§‘§ Percont 21 T iy, 118 139
to Sell 292 237 337 | traded 7 ! i ) EANRIRI — ] 3yr. 87.1 32.8
Hid's{000) 160782 153130 150336 ! I | | Sy 132 715

i 2002 | 20032004 [ 2005 | 2006 [ 2007 [2008E | 2009 | 2010 2011 [2012 {2013 [2014 12015 | 2016 [2017 [2018 (2019 ©VALUE LINE PUB.LLC[21-23

| . - -- -- - 13.08| 1384 1461|1398 | 1549 | 1518 1625 | 1628 | 16.78 1772 | 1854 | 1881 | 19201 20.00 |Revenues per sh 2295

; .- - 65| dd7| 287 289] 35| 373| 427 438| 475 513 526 | 514 680 630 |“CashFlow” per sh 7.70

- - - d97| d214{ 1140 125| 153] 172{ 241 206 | 239 264 2621 238 330 3450 Earnings per sh A 4.50

- - - - .- 40 82 86 S0 120 84| 121 133 147| t62| 178 1.5(Divd Decl'd per sh B 2.60

- - B --| 431]. 4741 631 450 | 438 527 525 550 533 651 736 804 960| 95 Cap'TSpending per sh 8.20

. - --| 2386 2839) 2564 2291 | 2359 | 2411 25.11 | 2652 2739 I 2825 | 29.24| 30.43| 31.75| 33.90 |Book Value per sh D 42,00

- -- - -- | 160.00 | 160.00 | 160.00 | 174.63 | 175.00 | 175,66 | 176.95 | 178.95 | 170.48 - 178.28 | 178.10 | 178.44 | 179.00°| 180.00 |Common Shs Outst'g © | 187,50

- -- -- -- .- -1 89| 156 146| 168 167| 198 2001 2051 217 [ 3381 sofd figres ars |Avg Ann’l PIE Ratio 215

- .- - -- -1 114] 104 931 105| 108) 112 105§ 108 145 170 "‘.. Li Relative P/E Ratio 1.20

- LTS SR 19% | 42% | 88% | 3.1% | 34% | 20% | 25% | 25% | 20% | 2.0% Avg Ann'l Div'd Yield 2.7%
CAPITAL STRUCTURE as of 3/31/18 2336.9 | 2440.7 | 2710.7 | 2666.2. | 28769 | 2901.9 | 3011.3 | 3159.0 330201 33570 3440 | - 3600 Ravenues ($mill) 4300
Total Debt $8007.0 mil. Duein 5 Yrs $2192.0 mil. | 1a72 | 2009 | 278 | 3049 | 3743 3603 | 4208 | 4760 | 4680 | 4260 - 590 | 630 [Net Profit ($mill) 845
LT Debt $6403.0 mi. '-;’4‘0'/"3;305‘3;1320'0 Ml TS | 37.9% | 404% | 5% | 07% | % | W% | 3o1% | 32% | B | 70% T 27.0% lncome Tar Rate 27.0%
. (54% of Cap') el el el 6% ] 8% | .- | | 51%| 40% | 50%| 50% AFUDC%toNetProft | 50%
Leases, Uncapltalized: Annual rentals §15.0mill. | 53.1% | 56.9% | 568% | 55.7% | 53.9% | 52.4% | 524% | 53.7% | 524% | S4.7% | 56.% | 67.5% |Long-Term DebtRafo | 575%
Pension Assets12/16.$1649.0 mil 46.9% | 49.1% | 43:2% | 44.2% | 46.1% | 47.6% | 47.4% | 46.2% | 475% 46.3% | 43.5% | 425% |Common Equity Ratio 2.5%
) Obiig. $2034.0 mill. 87502 | 9289.0 | 9561.3 | 9560.3 | 9635.5 | 9940.7 | 10364 | 10911 | 10967 | 11875 | 13085 | 14400 Total Capital ($mill) 18625

Pfd Stock §7.0mil.  Ptd Div'd $.4 mil 99918 | 10524 | 11059 | 11021 | 11739 | 12391 | 12900 | 13833 | 14992 | 16246 | 17400 | 18800 |Net Plant ($mill) 21200
Cornmon Stock 178,047,882 shs, S7% | 38% | 4% | 48% | 54% | 5.1% | 55% | 57% | 56% | 49% | 50%| 5.5% |RetmonTolslCapl | 6.5%
as of 4/26/18 ' 46% | 52% | 65% | 7.2% | 84%-| 78% | 8.7% | 94% | 90% | 7.9% | 70.0% 10.5% [Return on Shr. Equity 10.5%
46% | 52% | 65% | 7.2% | 84% | 78% | 87% | 94% 90% | 7.9% | 10.0% | 10.5% |Return on Com Equity 10.5%

MARKET CAP: $15.4 billion (Large Cap) 30% ) 18% | 28% | 35% | 36% | 47% | 43% | 47% | -40% 25% | 45% | 4.5% |Retained to.Com Eq 4.5%
CU%%?&TPOSI‘HON 2016 2017 3/31118 3% | 65% | 56% | 52% { 57% | 40% | 50% | 50% [ B6% | 68% | 55% | 56% [All Divids to Net Prof 58%
Cash Assets 75.0 82.0 81.0 | BUSINESS: American Water Works Company, Inc. is the largest New Jersey is'its largest market accounting for 25% of regulated
Acgts Receivable  269.0 2720 2730 | investorowned water and wastewater ulility in the U.S., providing  revenues. Has 6,900 employees. The Vanguard Grp, owns 10.4%
C:Jrfernt Assets —%2-% %S-OQ —%g services to over 15 million people in 46 states and Canada. (Regu- of outstanding shares; BlackRock, Inc., 7.4%; officers & directors,
Accts Payable 15 4'0 1 95'0 1 33'0 lated _presence in ”16 stales.) Nonregulated business assists Iess.than 1.0%. (3/18 Proxy). President & CEO: Susan N. Story.
Debt Dus 142300 1227.0 1604.0 | Municipaliies and military bases with the maintenance and upkeep  Chair.: George MacKenzle. Address: 1025 Laure! Oak Road, Voor-

} Other 815.0 *_903.0 8020 | as well. Regulated operations made up 88% of 2017 revenues. hees, NJ 08043. Tel.: 856-346:8200. Internet: www.amwater.com.

: CurentLiab. 23920 23250 25390 American Water Works has hiked the has enabled the utility to be more profita-
ANNUAL RATES Past Past Estd'1517| quarterly dividend by a gemerous ble than the rest of the group. This year,
%f charige (per sh) nYs.  S¥s A8 | amount. Since our last report in April, we expect share net to recover to $3.30 |
“CashFiow  500% g9 ow | the board raised the payout by $0.04 & and rise another 6% in 2019, to $3.50.
Earnings -~ 75% 100% | share to $0.455 a share. This was at the The capital budget remains large. The
g'w?(e\f;dls 1o o8% 100% | higher end of the 7%-10% target range. utility will most likely spend $1.7 billion

00k value 0% 40% - 60% | e growth rate was also well above the annually through early next decade on im-
Ca- | QUARTERLYREVENUES(Smil) | Fun | industry average. proving its water assets. External debt
endar | Mar.31 Jun. 30 Sep.30 Dec.31| Year| The method of the company’s success will likely aid in funding a decent portion
2015 | 6980 7820 8960 783.0] 31500 is mot a mystery. American Water has of the expenditures. Still, the company’s
2016 | 7430 8270 9300 8020| 3020 been following a simple formula for some balance sheet should not deteriorate much.
2017 | 7560 8440 9360 821.0! 33570 time mnow. By continually purchasing Certain investors may find these
2018 | 7610 859 975 845 | 3440 | crooller water districts, it can meaningful- shares of interest. True, the equity is
2019 | 780 890 1050 _ 880 | 3600 ly reduce operating expenses due to only expected to keep pace with the mar-
cal- EARNINGS PER SHARE A Full 1 economies of scale. Making this easier is ket in the year ahead. But, that’s not t0o
endar | Mar.31 Jun. 30 Sep-30 Dec.31) Year | the current state of the water sector in the bad considering the Water Utility Industry
2015 44 68 98 5B | 264 US. Most districts are small and ranks among the lowest of all the groups
2016 | 46 77 #3857 | 262 municipally run. Many local governments followed by- Value Line. Also, investors

[ of7 ) 52 73 112 01 | 238) do not have the financial wherewithal to often have to forfeit a substantial amount
018 | 59 81 120 0| 330 maintain and replace aging pipelines and of current income when purchasing a stock
2019 60 .88 127 .75 | 350 waste facilities. In addition, because of the with healthy dividend growth prospects. In
Cal- | QUARTERLYDIVDENDSPAID®2 | Fui | many redundancies in the water opera- this case, AWK’ yield is close to the in-
endar |Mar31 Jund0 Sep30 Dec.3i| Vear| yjons American Water can really cut costs dustry norm. And though total return
2014 | 28 181 81 | 121! and raise operating margins. potential out to 2021-2023 is subpar, that’s
2015 | .31 4 03 3 133 Bottom-line prospects are good for the case for the entire group. Thus, AWK
2016 | M4 375 315 875} 147| poth this year and next. The company’s is a viable option for those investors who
2017 | 375 45 415 45 162 operating strategy (with a few exceptions must have exposure to the water sector.
018 | M5 455 mostly resulting from unusual expenses), James A. Flood July 13, 2018
(A) Diluted ~ eamings. Excludes nonrecur. (80.65) loss in '17 due to.change in tax law. | and December. = Div, reinvestment available. [ Company’s Financiai Strength B+
losses: '08, $4.62; '09, $2.63; 11, $0.07. Disc. | Next eamings report due mid-August. Quarterly | (€) In millions. (D) Includes intangibles. On | Stock’s Price Stability 100
oper.: 06, ($0.04); 11, $0.03; "12, ($0.10); | eamings do not sum in 16 due to rounding. (B} | 12/31/17: $1.379 billion, $7.72/share. (E) Pro | - Price Growth Persistence
"13,($0.01). GAAP used as of 2014, except for | Dividends paid in March, June, September, | forma numbers for ‘06 & '07. Earnings Predictability
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Inventory (AvgCst) 13.0 14.4 15.3
Other

14.6 14.0 13.8

and wastewater utilities that serve approximately three million resi- -

dents in Pennsylvania, Ohio, North Caralina, llinois, Texas, New
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SONDUJFMAM o0t .
By 000000000 . st . 10
institutional Decisions % TOITEIEJUF“,': ;HI,}S
40201 10201 . STOCH IDEX
1o Buy 3032177 1&5 e Percent I T ty. 82 139 [°
toSal 120 134 191 | yaded I 3y 545 328
| Hid'soon) 105796 95401 96914 . - ‘ T _ |5y 888 7I5 -
5002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 [2012 [2013 [2014 [2015 |2016 {2017 [2018 {2019 | SVALUELINEPUB.LLC|21-23
0o8| 238| 278 308| 323 a3s1] 37| 383 421|430 43| 432| 437 4B1| 462 486| 475| 500 Revenuespersh 6.35
s 77l s ar| 1o01| 1d0] 14| 120| 42| 145 151] 182 | 19| 167| 207| 212| 220| 240 “CashFlow” persh 2.9
| 4] 51| s7| se| 57| 8| e2| 72| 83| 87| 146] 120| 14| 82| 13| {140) 1.0 |Earningspersh A 195
o6 28l 200 | 5| 8| 4l 44| 47| s0| 54| 58| 63| ee| 74 79| 85| .91 (DivdDecldpershBa | 1.25
1 T06 23| 147 64| T43| 56| 186 189| 180] 18| 1.73| 184 | 207 | 216 269| 265| 2b5|CapiSpendingpersh | 210
349 | 427) 474| s504| 557 585| 626| 650 681] 721| 790 €63} 927 978| 1043 | 11.02| 11.00| 1200 |Book Value persh 14,50
TR A9 | 5451 | 15867 | 6121 | 16541 | 166,75 | 18821 | 17061 | 172.46 | 17380 | 17543 | 17708 | 17859 | 17654 | 17739 | 177.01 | 178.25 | 176:75 |Common She Qulsty © | 0.0
e B Bi| S8 M7 30| 8| A | o1 B3| 28| 22| 28| 235| 239| 0247 | Bol fighres are [AvgANNTPIE Ratio 230
128|. 140| 133| 1e9| 187| 170 1s0| 154| 134| 134| 139| 119 409| 18| 125| 124 Vekelie Relalive P/E Ratlo 125
25% | 25% | 23%| 1.8%| 18% | 21%| 28% | 31% | 31% | 28% | 28% | 24% | 25% | 26% | 23% | 24% estimates | pvq AnwiDIVdVield | 268%
CAPITAL STRUCTURE as of 3/31/18 6270 | 6705 | 7261 | 7120 | 7578 | 7686 | 7799 | 8142 | 8199 | 8095 850| 890 |Revenues (3mill 1145
Total Debt $2186.8 mil.. Dueln5 Yrs $3684mil. | 79| 1044 | 1240 | 1448 | 1531 | 2050 | 2139 | 2018 | 2342 | 2307 | 280| 270 |Net Profit (§mil) 350
LT Debt $2063.1 mil. LT Interest $830mil. (5575, T3040 | G02% | 32.9% | 300% | 100% | 105% | 6% | 82% | "66% [ 0% | 15.0% income Tax Re 10.0%
(51% of Capf) o el el | 1% | 24% | 34% | 38% | 63% | 65% | 6.5% |AFUDC%toNetProfit | 3.5%
Pension Assets-12/17 $270.4 mill. 54.1% | 55:6% | 566% | 52.7% | 527% 48.0% | 48.5% | 50.8% | 48.4% | 50.6% | 51.0% | 53.5% |Long-Term Debt Ratio 53.5%
Oblig. $321.0 mill. | 45.9% | 44.4% | 434% | 47.3% | 47.3% | 51.1% | 515% | 49.7% | 51.6% | 40.4% | 49.0% | 46.5% |Common Equity Ratio | 46.5%
Pid Stock None 23066 | 24055 | 2706.2 | 26468 | 2929.7 | 30035 | 3216.0 | 34605 | 35077 | 8965.4 | 4250 | 4600 |Total Capital (Smill 5600
2:2}‘273'5,31‘;““177'897'6545"““ 20974 | 32273 | 34603 | 3612.9 | 30362 | 4167.3 | 44020 | 46889 | 5001.6 | 53099 | 5775 | 6070 |Net Plant ($mil) 6800
57% | 56% | 59% | 69% | 66% | 80% | 7.8% | 6.8% | 76% | 71% | 7.0%] 7.0% |Return on Total Cap' 7.5%
: 93% | 9.4% | 10.6% | 11.6% | 19.0% | 134% | 12.9% | 117% | 127% | 122% | 126% | 13.0% |Returnon Shr.Equity | 12.5%
MARKET CAP: $6.3 billion (Large Cap) 99% | 94% | 108% | 19.6% | 19.0% | 13.4% | 12.9% | 11.7% | 127% | 122% | 12.5% | 13.0% |Return'on Com Equity | 12.5%
CURRENTPOSITION 2016 2017 /3118 | 28% | 27% | 87% | 46% | 43% | 6.7% | 6.1% | 47% | 56% | 51% [ 50% | 50% |Retainedto Com Eq 15%
Cas(ﬁmzlfs"é)ets a7 42 ap| TW6| | &% 60% | 6i% | 50% | 5% | G0% | 56%| 5% | 59% | 61% |All Div'ds to Net Prof 62%
Receivables 974 986  91.8 | BUSINESS: Aqua America, Inc. is the holding company for water 16%; industrial, wastewater & other, 24%. Off. & dir. own less than

1% of the common stock; Vangurad Group, 10.0%; Blackrock, Inc,
8.8%; State Street Capital, 5.0% (3/18 Proxy). President & Chief

ggézgrga@saﬁ‘: 123; 12;2 133; Jersey, Florida, Indiana, and five other states. Has 1,530 employ-  Executive Officer: Christopher Frankiin. Incorporated: Pennsylva-
Debt Due 1875 1174 1237 | ees. Acquired AquaSaurce, 7/13; North Maine Utilities, 7/15; and  nia. Address: 762 West Lancaster Avenue, Bryn Mawr, Pennsyiva-
Other 844 1079 95.2 | others. Water supply revenues '2017: residential, 60%; commercial, nia 19010. Tel.: 610-525-1400. Internet: www.aguaamerica.com,
Current L'?b' 9015 2845 2591 Agqua America is pretty busy on the be able to increase its customer base by at
ANNUAL RATES  Past Past Est'd'15°17 | regulatory fromt. Due to its wide geog- least 3% annually using this strategy.
gg’g‘gﬁg’:’sm 10 g’g,,/ 5;’8;,/ to 52153/3 raphical base, the water utility is contin- Aqua has a large capital budget. Due
“Cash Flow” S%  65% &% | ually involved in rate cases with several in part to all of the M&A activity, the utili-
Earnings 85% 95% 75% | state authorities. Indeed, so far in 2018, ty will probably spend $500 million this
Dividends | 18% 80% 90% | rate decisions have been made in seven year on modernizing its water assets. The
or o0 5% | states including ' Illinois, Indiana, Ohio, annual outlays should remain substantial
Cal- | QUARTERLYREVENUES@mil). | Full | and Pennsylvania. Final decisions in four through early next decade.
endar. [Mar31 Jun.30 Sep30 Dec31| Year| other states are pending, and are expected The balance sheet remains solid.
2015 (1903 2058 221.0 1971 | 8142 | to be made before yearend. Despite the large construction program,
2016 |1926 2039 2266 1968 | 8199 | Meanwhile, the company is growing Aqua has managed to stay in sound finan-
%}; }gzg geg‘; 220 5323 2235 through acquisition. Aqua America is cial strength. Of the nine companies we
019 |205 225 295 295 | 890 following the same strategy as industry follow in the industry, it is one of only two
- leader American Water Works. That is, that garner an ‘A’ Financial Strength
cal- EARNINGS PER SHARE A Full | the utility is taking advantage of the in- rating.
endar |Mar31 Jun.30 Sep.30 Dec31| Year| crodibly fragmented water business to pur- These shares are ranked to underper-
215 | 27 32 38 17 | 114] chase some of the over 50,000 water dis- form the market averages in the year
gg}g gg gz 1113 gg . }gé tricts in the U.S. These local entities typi- ahead. Even with the company’s improv-
018 | 29 35 4 31| 140 cally don’t have the financial means to ing fundamentals, the equity seems almost
o9 | 31 ;s 4 33| 180 spend the funds required to maintain and fully valued at this juncture. In addition,
QUARTERLY DIVIDENDS PAIDé V| yefurbish their antiquated infrastructure. with the Fedéral Reserve announcing that
eg::r : ® | Full | By absorbing these smaller water districts, it plans on raising short-term rates into
Mar31 Jun.30 Sep.30 Decd1| Ye&r | Aqua ig able to wring significant savings 2020, yields on U.S. Treasury notes could
2014 | 152 152 165 165 63| from these operations due to the amount be viewed as a more atfractive option than
228}2 }gg ‘163 178 -}78 . 89| of redundancies in this industry. Most ac- utilities. Finally, like almost all members
HHI IR }Z; % ;gg : 281:7’ ;g quisitions are relatively small, so the com- in this group, total return prospects out to
2018 | 2047 2047 ’ P pany has to continually buy a host of small 2021-2023 are subpar.
’ ) water authorities. We think that Aqua will James A. Flood July 13, 2018
(A) Diluted egs. Excl. nonrec. gains: *02, 4¢; ust 1st. : ) {C) In millions, adjusted for stock splits. Company’s Financial Strength A
03, 3¢; '12, 18¢. Excl. gain from disc. opera- - §B) Dividends historically paid in early March, Stoci’s Price Stability 95
tions: 12, 7¢; 13, 9¢; '14, 11¢. May notsum [ June, Sept. & Dec. = Div'd. reinvestment plan Price Growth Persistence 65
due to rounding. Next eamings report due Au- | avallable (5% discount). Earnings Predictability 90
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Instllulion_al Decisions s | s;[gcsx vhﬁgg‘ﬁ:
o G i gl e e = b e TT5 e b
to 71 70 85 | traded Wb ! ! Jye. 85 32.8
Hid's{0o) 38931 30803, 34461 I - I Syr. 1262 715
20022003 | 2004 | 2005 | 2006 2010 11 (2012 (2013 |2014 12015 | 2016 [2017 2018 [2019 | ©VALUELINEPUR.LLC]21-23
gb7| 818 858) 872| 810 | 11.05| 1200 1334 | 1223 [ 1250 | 12297} 1270 1389 1410 14.40 |Revenues persh 15.20
132 126 142 152] 136 C 193] 207| 232 2A 247 222| 234 300| 280| 3:00|"CashFiow” per sh 3.30
63 61 73 74 67 95 R 861 102| 102 118 94| 01| 140| 145( 1.65 |Earnings persh A 1.90
56 56 57 57 58 ! 680 682 63 64 65 87 69 72 75 .78 [Div'd Decl’d per shBe 102
SoT 219 T&7| o] 24| T, 47| 286 | 287| 283| 304| 288 | 276| 369| 47| 540| 45| 385 |CapSpendingpersh | 465
6:56) 722! 7831 780 8071 925 972| 1043| 1045 1076 1128 | 12541 13.01 1 1341 | 1375 | 1444 | 1445| 1500 Book Valus per sh © 16.70
30,36 3386| 36.73| 3678 | 4131 #33] 4145] 4153 4167 4182 4198 | 4774 | 4781 | 4788 | 4797 | 4801 4850 49.00 |Common Shs Outst'y ® | 50,00
108 221] 2041 2491 292 261 19.8 1971 203 213] 1791 201 197 | 248 296 | 269 | Bold figlres are |Avg Ann'TPJE Ratio T 280
1,081 126 1.0§ 138 ) 1'.58 138 119 1.3 128 134 114 113 104 |7 1251 155] 134| -vauelline  !Refative P/E Ratio 1.25
45%| 42%| 39%| 34% | 29% | 30%| 3% | 34% | 32% | 34% | 35% | 31% | 28% | 20% | 25% | 19%| " |ivg Ann'l Divid Yield 24%
CAPITAL STRUCTURE as of 3/31/18 4103 | 4434 | 4604 | 5018 | 560.0 | 584.1 | 5075 | 5884 | 609.4 | 666.9 685 705 | Revenues {($mill) & 760
Total Debt $796.7 mill. ‘Duein5Yrs $261.0mil. | -308| 408 377! 361 | 426 473 | 867 | 450 487] 672| 705| 0.0 {Net Profit ($mil) 9.0
LT Debt $516.7mil. “‘““'(393{,/52?8;“!"'-- 377% | 40.3% | 95% | W05% | 375% | B0.3% | 33.0% | 360% | 5% | 30.1% | 21.0% | 21.0% lncome Tax Rate 21.0%
,° P 86% | 76% | 42% | 7.6% | 80%-[ 43% | 27% |.43% | 61% | 35% | 50% | 5.0% |AFUDC % to Net Profit 5.0%
Pension Assets<12/17 $450:9 mill. H6% | 47.1% | 52.4% | 51.7% | 47.8% | 416% | 40.1% | 44.4% | 44:6% | 42.7% | 43.0% | 42.5% |Long-Term Debt Ratio 42.0%
. <. Obllg.-$671.3.mil. . 58:4% | 52.9% | 47.6% | 48.3% | 52.2% | 684% | 58.9% | 56:6% | 554%. | 57.3% | 57.0% | 57.5% |Common Equity Ratio 58.0%
Pfd Stock None I 6204 | 7949 | 9147 | 9315 9082 | 10249 | 1045.9 | 11544 | 11912 | 1209.3 | 1240 1280 |Tolal Capital (3rmik) 1435

= ar, 11124 | 1198.1 | 12943 1381.1 | 1457.1 | 1515.8 | 1590.4 | 1704.8 | 1859.3 | 2048.0 | 2075} 2100 |Net Plant ($miil) 2200

Commen Sock 48074000 shs. 71% | 65% | 55% | 55% | 63% | 6% | 63% | 5:2% | 55% | 1.1% | 70% | 7.6% [RetumonTotaiCapl | 7.5%
' 99% | 96% | 86% | 8:0% | 90% | 7.9% | 91% | 7.0% | 74% | 97%{ 10.0% 11.0% {Return on Shr, Equity 11.5%

. . 9.9% | 96% | 86% | 80% | 90% | 7.9% | 91% | 70% | 74% | 9.7% | 10.0% | 11.0% |Return on Com Equity 11.5%

MARKET CAP: $1.9 billion (Mid Cap} 38% | 38% | 30% | 23% | 34% | 34% | 41% | 20% | 24% | 47% | 50%| 6.0% [Retainedto ComEq 5.5%
CUH&%&{TPOSITDN 2016 201'( M8 | 61% | 60% | 66% | 71% 62% | 56% | 55% "M% 68% | 51%  52% | 47% |AllDivids to Net Prof 54%
Cash Assets 255 948 347 | BUSINESS: Calfomia Water Service Group provides regulated and  quired Rio Grande Comp;.West Hawail Utiilies (9/08). Reverile
Other 1166 - 1331 1811 | nonregulated water service to 484,900 customers in 100 com- breakdown, "17: residential, 72%; business, 19%; industrial, 4%:
Current Assets 1421 2279 165.8 | muniies in the state of Cafifornia. Accounts for over 94% of total “public authorities, 4%; other 1%. Off. and dir. own 1% of common
s(é(l:)ttsDﬁx ayable 1%2 28‘1‘8 2;?8 customers. Also operates in Washington, New Mexico, and Hawaii.  stock (4/18 proxy). Has 1,163 employees. Pres, and CEO: Mariin
Other e 49.1. 1060 097 | Main service areas: San Francisco Bay area; Sacramento Valley, A. Kropelnicki inc.: DE. Addr.: 1720 North First St., San Jose, CA
Current Liab. 5502 “491.0 4643 | Salinas Valley, San Joaquin. Valley & parts of Las Angeles, Ac-.. 95112-4598. Tel.: 408-367-8200. Internet: www.calwatergroup.com.
e ' _| California Water Service  Group’s Connecticut Water, CWT stepped in with
ANNUAL RATESPast * Past Estd'1517 | profits should rebound in the secomd an unsolicited all-cash tender offer for the
-g{ change (per'sh) 101%0/ 5}"3-0/ ©2t%8 | guarter. The regulated and nonregulated former, worth $68.25 a share. However,
ugg:ﬁlf:?gwu §5% 3_'5’5;’ f;'g?f water provider posted a net loss of $0.05 in the bid was immediately rejected, despite

: Eamings - 45% 40% 95% | the March interim. Several factors, includ- the lofty premium at the time of the propo-

{ [B)M‘]j(e\?df 20% 25%  65% | ing higher wages and benefit costs, gener- sal. Connecticut Water’s go-shop period

: 00k Valus A5% _50% _30% | g1 operating expenses (water production), has come to an end, and both sides have

! Cal- | QUARTERLY REVENUES($mil)f | Fuli | as well as an unforeseen water main break reiterated their desires for a deal, thus

; endar |Mar31 Jun30 Sep.d0 Dec.3t| Year | in the San Francisco area weighed on re- shutting the door on California’s efforts.
2015 11220 1444 1835 -1385 | 5884 | sults. Nevertheless, we expect that'earn- Looking forward, we do not think there is
2016 |121.7 1524 1843 1510 | 609.4 | ings recovered micely in the recently ended any scquisition activity on the horizon. -
2017 1221 4744 2117 1620 | 6669 | second. quarter, to $0.42 a share. That But abundant capital investments are
2018 | 1322 173 215 1648 | 685 | gaid, the miss has spurred us to shave a likely om tap over the long haul. Cali-
2019 | 185 180 220 170 75 _| dime from our current-year bottom-line es- fornia ought to stick to its plan to heavily
_Cal- EARNINGS PER SHARE A Full | timate, to $1.45 a share. . invest in its aging infrastructure. Old
endar |Mar31 Jun30 Sep3) Dec.3l| Year | Revenues are still on track to rise. In- water mains and pipes, as well as ineffi-
2015 { 03 2 52 18 84| deed, recent rate increases for customers cient treatment plants, need to be brought
2016 | d0Z2 24 48 31 | 101{ and vecoverable production costs played a up to speed. This should help reduce oper--
217 02 38 70 29 | 140 pole in the first quarter’s 8% year-over- ating costs and prevent future uninsured

: %g}g dg? 42 .55 35| M5 vear advance. This was able t0 offset a losses from water main breaks. _

; = 45 '74” 35 | 165 $1.2 million revenue reduction.associated This equity lacks investment appeal
Cal- | QUARTERLYDIVIOENDSPAID®= | Fuj | with cost. of capital adjustment. On bal- at this jumecture. CWT shares are pegged
endar |Mar.31 Jun.30 Sep.30 Dec.d1| Year | ance, our call for modest top-line improve- to underperform the year-ahead broader
2014 | 1625 1625 1625 1625 | 65| ment in this year and next remains un- market (Timeliness: 4). Moreover, total re-
2015 | 1675 1675 1675 1675 .67 | altered. ' '  turn potential over the three- to five-year

! 2016 | 1725 725 1725 1725| 69| The company made an attempt to ac- stretch is nothing to write home about at

i gg}g -1275 8 98 8 12| quire SJW Group. Subsequent to the the recent quotation.

' 18751875 merger announcement of SJW Group and Nicholas P. Patrikis July 18, 2018 -

(R) Basic EPS. Excl. nonrecurring gain -{loss): May, Aug., and Nov. & Div'd reinvestment plan { (D} In millions, adjusted for splits. Company’s Financial Strength B+
‘02, 4¢; 11, 4¢. Next eamings report due late | available, ) E; Excludes.non-reg. rev. Stock’s Price Stability 75
August. o . gC) Incl, intangible assets. In *17 : §24.8 mil., : Price Growth Persistence a5
(B) ividends historically paid in late Feb., 0.52/sh. . rmings Predictability 65
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[2002 2003|2004 | 20052006 [2007 [ 2008 2009 [2010 [2011, 2012 (2013 |2014 |2015 | 2016 | 2017 {2018 2019 | ©VALUEUINEPUB.LLCT21-23
[Ts7r| s91| 604| sa1| 568 705 724 683| 76| 798| o47| 829 | B45| 858 877 BE7| 045) 995 Revenues per sh 12.80
y7el teel 1e1| ie2| 1s2| 19| 1e5| 13| 204| 241| 264| 263 207| 318 331| 339) 335 385|"CashFlow’persh 450
Cqt2| 15| nie| 88| 81| 05| 1] 119 113} 448) 53] 166) 12| 204) 208) 213\ 185 2.40 |Earnings per sh A 290
st| s3] 4| es| 6| e7| e8| 90| | B4 | | 101| 105| tf2| 118] 124| 130 DivdDecldpershin 152
o8 a0 TR 16| TS| 224 24| 328| 306 261| 279| 302| Ai1| 42| 593 439 445\ 400{CapTSpendingpersh | 335
1006 1046 09a| 1152| t160| 1195| 1223 | 1267| 1305| 1350 | 2095 | 17.92 | 1883 | 2001 | 2098 | 2434| 2470 2570 |BookValuepersh ® | 26.80
- 7oq| 797| 804| &T7| B27| 83| 84| 857 | G| 76| b8 | 1104| (L2 TAO[ 1] 1207] 1245 12.25 |Common Shs OWtstgC | 1250
5| 85 29| ®6| 0| BO| 22| 84| D7| 2B0| 194 [ 184|175 | 176 2BI[205 | o gpresare Vg Ann'l PIE Ratio 90
“ias| 13| 1s1! 1m| 1s7| 122| 34| 123 132| 144| 123] 103 92| 80| 122| 133| Vakeline - |Relative PIERatio | 1.05
30%| 30%| 3% | 34% | 36% | 36% | 36% | 41% | 39% | 36% | 2% | 32% | 30% | 20% | 2% | 21% |Avg Ann'I Divd Yield | 29%
{'CAPITAL STRUCTURE as of 3/31/18 613 | 504 | 664| 694, 38| 915| 40| 960 987§ 1071} 115] 122 |Revenues{$mil) 160
| Total Debt §258.4 mill. Due in’5 Yrs $6.2 mil 94| 102| 98| 98| 136] 183| 23| 28| 234| 251| 225 20.5|NetProfit(mill 36.0
|ETDebts2s22mil, - LT Intorest §3.0 mil 275 | 195% | 35.2% | 413% | 320% | 260% | 144% | 35% | 99% | 19.0% | 21.0% | 21.0% [Income Tax Rete 71.0%
_ (45% of Cap') 17 ot el -] 17% | 20% | 24% | 23% | 51% | 34%| 30%| 28% |AFUDC%1toNetProfit | 25%
| Leases, Uncapitalized: Annualrentals S.3 mill. | 46.5% | 50:% | 4955 | 532% | 490% | 46.9% | 457% | 1% | 454% | 46.3% | 6.5% ) 45.5% Long-Term Debt Ratio | 45.0%
| Pénsion Asssts-12/17 $73.1 mil. 52.7% | 49.1% | 50.2% | 465% | 50.8% | 52.9% | 54.1% | 55.7% | 544% | 53.6% | 53.5% | 545% |Common Equity Ratio | 55.0%
ST Oblig. $88.6 mil. 1965 | 2213 | 2256 | 2542 | %646 | 3736 | 868 | 4024 | 4338 | 5478 60| 580 |Total Capital (Smil) 610
. ' am5 | 3252 | 3440 | 3624 | 4479 | 4719 | 5069 | 5463 | 601.4| 6977 | 700} 715 |Net Plant ($mill 1 70
Pid Stock S0.8mil.  Pid Divd NMF 5% | 55% | 64% | 49% | 48% | 5:9% | 64% | 65% | 63%| 54%| 45%| 60% [RetumonTolaiCapt | 65%
Commen Stock 12,089,125 shs. 50% | 93% | 86% | 8% | 72% | 92% | 10.1% | 104% | 69% | B5% | 7.5% | 9.5% [RetunonShr.Equity | 11.0%
N 01% | 94% | 87% | 83% | 7% | 92% | 102% [104% | 9.9% | 83% | 7.5% | 85% [RelunonComEquity | 11.0%
‘MARKET CAP: $800 million (Small Cap) 19% | 28% | 16% | 14% | 26% | 38% | 48% | 49% | 46% | 35% | 25%| 45% |RetainedtoCom Eq 5.0%
.'CU%F;JIIES_T\ POSITION 2016 2017 33118 79% | 76% | B1% | 83%{ 62% | 59% | 53% | 52% | 54% | 65%| 67% | 54% JAll DivdstoNetProf 52%

BUSINESS: Canneéficut Water Sewice, Inc. is & non-operating
holding company, whose income is derived from eamings of its
wholly-owned” subsidiary companies (regulated water utifities). in
2017, 95% of net income was, derived from these activities. Pro-
vides water services 1o 450,000 people in 80 municipalities through-
out Connecticut and’ Maine. Acquired The Maine Water Company,

January, 2012; Biddeford and Saco Water, December, 2012;
Heritage Village, February, 2017. Inc.: Conn.. Has 294 employees.
Chairman/President/Chief Executive Officer: Eric W. Thomburg. Of-
ficers and directors. own 1.2% of the common stock; BlackRock,
inc., 7.0% (4/18 proxy). Address: 93 West Main Street, Clinton, CT
06413. Telephone: (860) 669-8636. Intemet: www.ctwater.com..

Cash Assets 16 36 40
1 Accounts Receivable  13.0 15.0 12.8
Other 14.8 174 19.4
 Cuitrent Assets 294 357 36.2
| Accts Payable 13.1 113 6.9
‘Dbt Due 4.9 8.2 6.2
+| Other 374 24.0 34.0
“Current Liab. 55.1 415 471

Connecticut Water’s all-stock merger

| ANNUAL RATES Past  Past Esi'd'15/17

with SJW Group, announced early
this year, appears to be back on track.
There hag been a bit of noise surrounding
the transaction, specifically an amended
45-day go-shop provision in which Con-
necticut - could have - solicited offers from

_Jofichange (per sh} 10 Yis. 5Yrs, 102123
‘Heévenues 3.5% 1.0% 6.5%
“Eash Flow"” 7.0% 8.0% 5.5%

| Earmings 85% 10.5%  5.5%

| Bividends 25% 35% 5.5%
Book Value 65% 6.5% 3.5%.
.Cal QUARTERLY REVENUES (§ milf) Full

{endar |Mar.31 Jun, 30 Sep.30 Dec.31| Year

other parties. This period has since ended,
and no.propusals of interést have been offi-

12015 | 200 266 284 210 96.0)
216 | 216 261 295 215 | 987
2017 | 225 279 318 249 | 4074
12018 | 249 300 335 266 | 115
(2019 | 270 320 350 280 | 122

cially received. However, prior to the
abovementioned go-shop process, news
broke that California Water Service made
a sizable cash offer for SJW Group ($68.25
per share), which subsequently sent SJW

1 Cal- EARNINGS PER SHARE A Full
{éndar {Mar.31 Jun, 30 Sep.30 Dec.31| Year

~stock markedly higher. On a similar note,
Evefsource Energy attempted to enter the

2015 28 a7 79 20 | 204
2016 28 .89 B4 07 ] 208
1 2017 .36 13 .90 A4 1 213
2018 | d.10 g7 83 5| 1.8
2019 .38 B0 95 27 | 240

race with a-bid (which was promptly re-
jeeted) for Connecticit Water. To reiterate
the deal points, CTWS shareholders would
receive 1.1375 shares of SJW Group com-
mon stock {merger is currently valued at

$77.20) for each share of CTWS stock held.
‘Overall, the bpard of directors:from both

Cal- | QUARTERLYDIVIDENDS PADBa -} Ful
endar |Mar31 Jun30 Sep.d0 Dec3i| Year
12084 | 2475 2475 2575 2575 | 1.01
2045 | 2575 2575 2675 .2675| 1.05
2016 | 2675 2825 2825 2826 1.12
2017 | 2825 2975 29756 2975 1.18
2018 | 2975 3125

entities are now fully behind the merger,
and are presently moving forward to
secure 'shareholder and regulatory ap-
proval. The transaction is expected to close
by the end of 2018.

The deal with SJW ought to create |

significant value on several fromts.
The combined company would be the
third-largest investor-owned water utility
in the U.S., spanning Connecticut, Texas,
Maine, and California. Indeed, the total
geographic customer base would  expand
noticeably, with operational efficiency. and
customer service likely to improve from
scale. Moreover, capital investments are
poised to continue over the long haul, as
both companies already have strategic
plans in motion to boost spending on water
mains, treatment plants, and other aging
infrastructure. Connecticut is on track to
spend nearly $70 million this year .on up-
grades. : o o

At the recent guotation, there is still
some near-term upside to Connecticut
Water’s stock price. This issue is un-
ranked for Timeliness due to the pending
mergér but, based on SJW’s recent price,

shares of CTWS are trading at roughly a

15% discount to the deal’s valuation. We
think it would be wise for investors, both
short and long term, to hold on to their

shares, for now.
Nicholas P. Patrikis July 13, 2018

late. August. C
(B) Dividends historically paid in mid-March, | {D

(B) Diluted earnings. Next sarnings report due | vestment plan available.

In millions
includes intangibles. In 2017: $67.0 mil-

June, September, and December. & Divd rein- | lion/$5.55 & share.
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TECHNICAL 2 Lowered7sts | Reble bice Shengin. || | 1 . 1 1 1 1 T T »
BETA 95 (1.00=Market) %l(l)'l;’;sspylgs 8/05 Sy \'_ __________ 24
2021-23 PROJECTIONS haded area indicates recession - S T -
. Ann'l Total === T , 16
Price  Gain  Return LT il n I
High 35 (+175%) 30% . . f Ay i 1he 12
Low 25 "(+95%) 20% . !l‘il iy " ! ] LT 10
Insider Decisions _ i | I ‘-5“."",. 8
SONDJFMAM . 6
By 000000000
S 85888zl ' =
- " * hd PTRAAS TT ey °o 1'-
Institutional Decisions P : %10 rﬁ?uwﬂ;ﬁ-
017 40217 10018 ; . STOCK INDEX |
WBw .39 - 42 4o et ST P — T Ty 67 139 I
o Sell 32 21 38 | yaded 8 1 im M| 3y. 104 328 [°
Hid's(000) © 7940 7715 8203 1tk Mo ”I' i UlUJJlLLllwIL Sy. 218 715
2002 | 2003 | 2004 [ 2005 | 2006 | 2007 | 2008 [ 2009 {2010 [ 2011 |2012 | 2013 [2014 [2015 | 2016 | 2017 | 2018 (2019 ©VALUELINE PUB.LLC 12123
182( 1681 202 142| 271| 341| 45| 39| 349 379| 449| 435| 4d6| 386 89| 418] 405 420 Revenues per sh 10.00
01 88| 7| 87 a7| 20| 95| 18] 86| 83 17| 96| 0] 89| 95| 1420 105) 1.15|“Cash Flow” persh 190
B2 4 Mo;) os9r 790 80 7 a3 42| s| s8] 4 S| o) sl sl g0 Earnings per sh A 130
20 2t 28] t2f 24f 20f | 28| 30| | 30| | | 3| 0| 3] 5| 40|pividDectd per sh B 65
R I A Y I T D T O O 0 S I - O B 1 | Cap'l Spending per sh 150
264| 389 420| 254| 749| 821| 835| 853| 869| 883| 920 | 94| 958| 981 | 979 991| 1045| 1145 Bool Value per sh © 1250
99| 1.37] 1161] 2345| 473 | 1440| 1453 | 1454 | 1455 | 1457 | 1450 | W0 | 1472 | 1478 | 1487 | W83 | 15007 7525 | Common She Oulstg® | 76.00
2161 1931 W11 800( 40| H4| 78| 190| 29| 24| 124 20| B3| 27| B8] 20| boaighesae Bug Ann'T PIE Rafio 25
LIB| 10| 122|426 232 188) 227| 27| 17| {41 79| 12| 149 114 | 235| 141| Vaueltie |Relative FIE Ratio 125
; STe| 26%| 20%] T%| S| T%| 17%| 20% | 26% | 32% | 38% | 26% | 25% | 26% | 25% | 26% | M moamiDivaYeld | 20%
i CAPITAL STRUCTURE as of 3/31/18 B57) 580 8071 552 65| 638 | 656 |' 5.1 |: 579| 623] 610| 84.0]Revenues (Smil) 160
; Total Debt $.3mil.  Due in 5 Yrs $0.3 mill 72| 108| 63| 61 93! 86) 63| 75| 40| 61| 90| 105 |NetProfit (Smil) 210
LT Debt None LT Interest None — — - __ - T - . . <= | NMF | NAF |Income Tax Rate NF
Leases, Uncapitalized: Annual rentals 3.6 mill. - - -] 40% . - - - -- | MWF NMF AFUDC 1% {0 Net Pro_lit NMF
14:8% | 138% | 11.8% | 51% | 37% -- .- - | 37% -- Nit Nil |Long-Term Debt Ratio Nil
No Defined Beneiit Pension Pian 85.2% | 862% | 88.2% | 94.9% | 96.3% | 99.8% | 99.8% [100.0% |100.0% [100.0% | 100% | 106% |Common Equity Ratic | 100%
1427 | 1439\ 1433 | 1356 | 1304 | 1369 | 1412 | 1450 | 1456 1479 157| 170 [Total Capital (§mil) 200
Pid Stock NMF (33,488 Shares o) 651 62| 862 643 | 616| 586 | 564 | 537 | 531| 505| 50| 650/ NetPhant (Smil) 125
S7% 81% | 49% | 50% | 70% | 62% | 44% | 52% | 27% | 42% | 55%| 6.0% [Returnon TotaiCapt | 10.5%
) Common Stock 14,959,309 shs. 58% | 87% | 50% | 47% ) 69% | 62% | 44% | 52% | 27% | 42% | 5.5% | 60% |ReturnonShr, Equy | 105%
M a5 of 5/4/18- 59% ) 87% | 50% | 47% | 69% | 62% | 44% | 52% | 27% | 41%| 55% | 6.0% [Returnon Com Equity | 10.5%
TR » . 28% 1 46% | 15% | 10% | 38% | 30% | 12% | 21% | NWF| 1.1% | 24%] 25% |Retainedto ComEq 5.0%
MARKET CAP: $200 miflion (Small Cap) 5% | 46% | 69% | 79% | 48% | 51% | 73% | 59% | 112% | 73% | 58% | 57% |ANDdstoetProf | 50%

2017 3/3118

CURRENT POSITION 2016
(SMILL.)

BUSINESS: Consolidated Water Co. Lid. develops and operates

ted 13 plants with a capacity of 25.8 million gallons per day. Inc.:

ANNUAL RATES Past

Past Est'd '15-'17

Cash Assets 393 472 43.7 | seawater desalination. planis and water distribution systems in Cayman Isiands. Has 120 employees. President & CEO : Frederick
A?ﬁts Receivable 1351" 13g 148 | areas where naturally occuring supplies of potable water are McTaggart, OH/Dir. own 25% of stock; First Manhattan, 5.1%
Cur?c: nt Assets W _6_67 T;g scarce or nonexistent. Its desalination process involves.reverse os-  (4/18 proxy). Address: Regatta Ofﬁce Park Windward Three, 4th
Accts Payable 4'9 57 5.6 mosis tech. It provides water in the Cayman Isiands, Belize, the Floor,- West Bay Road P.O. Box 1114 Grand Cayman, KYI-1102,
Debt Duig g 2 ‘3 | Bahamas, the British Virgin Istands, and Bali, At 12/31/17, it opera-  Cayman Islands. Tel.: (345) 945-4277. Internet: www.cwco.com.

83;%1: Liab. —;g _;% % Consclidated Water’s Aerex subsidi- Operations in the Caribbean remain

ary ism’t doing well. CWCO owns 51% of
this business, which manufactures custom

the:heart of the business. Through sub-
sidiaries, Consolidated uses desalination

of change (per sh) 0¥, §Yis, 1018 | 55§ specialit roducts, as well as pro- plants to provide water to several coun-
5‘8;’23‘,‘:‘?§wn S:So/{‘,‘ Syf‘: 111655‘y/: vides gesigmx};gpand engineering servilc)es, tries in this region. In the first quarter,
Earnings -30% -45% 220% | for municipal systems. The fundamentals the Cayman Islands represented 42% of
Bg’éﬁe\’,‘;ie So% 20 12-222 of this market are excellent as many water the company’s total revenues, and 51% of
- S0 o7 O utilities, after deferring capital improve- its- operating profit. Relations with regu-
Cal- | QUARTERLY REVENUES(Smil) | Full | ment for decades, are now spending heav- lators here have not always been smooth.
endar | Mar.31 Jun, 30 Sep.30 Dec.31| Year ily to upgrade and refurbish existing A new agency named “OfReg” was estab-
2015 (147 - 144 146 134 | 571 pipelines. Since becoming involved in lished two years ago, and it is yet to be
2016 | 140 154 144 141 579 Aerex, results have not matched expecta- seen if a long-term deal can be reached be-
2017 | 156 153 166 148 623 tions, however. Sales have been declining, tween the two parties.
gg}g 1123 ;gg ;gg ;g; g{;g forcing a recent writedown (noncash) in The company has a small, but
a . : = the value of the company. pristine, balance sheet. At the end of
Cal- EARNINGS PER SHARE A Ful | The news out of Mexico remains em- the first quarter, all debt outstanding to-
endar | Mar.31_Jun. 30 Sep.30 Dec. 31| Year couraging. Consolidated has been work- taled only $0.3 million. Moreover, the
2015 | 48 15 2 4 51| ing for some time on planning a large company had almost $44 million in cash
2016 | 15 15 di8 10 | 27| desalination plant to provide water mostly on hand, or close to $3 a share.
201; }3 M 08 04 4k Tijuana. The city’s population has been These shares offer the highest poten-
5819 19 ;g ;g ;g % expanding, and there is a need for more tial total returms im the growp, but
- - . - —1 potable water. In March, the company also the greatest downside. CWCO
Cal- | QUARTEALY DVIDENDSPADE> | Ful | found two partners, including Suez Inter- builds projects in which it is not guaran-
endar, | Mar31 Jun.30 Sep.30 Dec.dt| Year national, a global leader in water treat- teed a return on the assets, as is the case
2014 | 075 075 075 075 301 ment, to form a joint venture. Having such with the other members in this industry.
2015 [ 075 075 075 075 301 a credible associate has greatly reduced Therefore, this stock may carry too much
2016 1 075 075 075 075 30} the risk related to the construction of the uncertainty for a typical utility investor.
gg}; ggg ggg 75 075 30| Rosarito plant. James A. Flood July 13, 2018
(A) Fully diuted eamings. Excludes losses | April, July, and Oclober. = Dividend reinvest- | million/$0.81 a share. Company’s Financial Strength B+
from discontinued operations: 17, $0.08 a | ment plan available. ) Stock’s Price Stability gg

share. Next eamings report due mid-August. | (C) In millions adjusted for stock split.

(B) Dividends historically paid in late January, | {D) Includes intangibles. As of 12/31/17, $12.1
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OBy 0000000 0Q0 T PR
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{0 Sell 1111000114 ~ % TOT. RETURN 6/18
institutional Decisions ] I - . Jas - VLART: )
omy  ae e ap Foet % P ~liy. 89 133 [
t0Sel 4 36 57 | traded 4 ; [ i ay. 1013 328 [
HIs(000) 9500 8418 8601 | i 1] S5y. 1449 75 |
2002 | 2003 | 2004 | 2005 | 2606 | 2007 | 2008 1.2009 [ 2010 [ 2011 2012 [2013 2014|2015 |2016 |2017 [2018 | 2019 | ©VALUELWNEPUB.LLC|21-23
17508] 612| 625| 644| 616] 650| 679| 675| 660 650| 608] 7191 726| 777| 816| 800| 820 - 850 Revenuespersh 940
S120] 15| 128| 133] 133] 149| 153| 140| 185| 146 186 | 172) 184} 187 217| 224} 240|285 "Cash Flow" persh 315
Bl sy 7l ol e sl 8| 2] 9| 84| 90| 103| 43| t22| 138| 138} 150 1.65 |EarningspershA 210
63| 65! 6| 67| 68| e 0| m| 72| 73| w4 5| 76| 8| 8| 8| 81| .96|Diw'dDecldpersh®a 111
[TABR[TET| 256| 218| 231| 166| 212| 149| 190 150| 136| 126| 140| 159 | 291| 308| 3051 300 [CapTSpendingpersh 250
<7ae| 760| s02| 826l os2| 1005 1003 1033 1143| 1127 | 1148 | 1182 | 1224 | 1274 | 1340 | 1402 | 1485 1615 |Baok Value persh 16.75
036 1048 1136 188 1347 | 13.25| 1340 1352 | 1657 | 15.70 | 15.82 | 15.06 | 16.12 | 1622 | 16.30 | 1635 1650 16.75 [CommonShsOuistg® | 17.00°
85| 00| 24| 24| 227 26| 198| 20| 18| 217| 208| 17| {85{ 18i.[ 28| 284 Boldfighres are [AvgAnn' PJE Ratio 270
18| 174l taey 148| 123 15| 1de| 140 193] 136] 182) 44| 97| 86| 134 143 Vakaliee® Reltive PE Ratio 115
| 87%| 35%| 34%| 35% | 37% | 37%| 40% | 47% | 42% | 40% | 40% | 37% | 87% | 33% | 23% | 22% estimetes | pug Ann'l DiVd Vield | 26%
.| CAPITAL STRUCTURE as of 3/31/18 901 912 1027 | 1021 [ 1104 | 1148 | 117.4 | 1260 | 1329 | 1308 | 195| 142 |Revenues(dmil) | 160
‘| Totai Debt $174.6 mill. Due in 5 Yrs $34.9 mill 122 | 100] 143] 134] 144 86| 184 200| 27| 228| 250| 275 |NetProfit (§mil) 355
] (LTT g??:‘gxs‘{-}o@g:é e_‘éTS"’;‘°'e5‘$5-5 il | 8% | 3% 327% | 35.0% | 381% | 35.0% | 945% | 340% | 32.7% | 21.0% | 21.0% |ncome Tax Rale 71.0%
OB EraStONEIRGE % of GCap') | -] 68% | 6% | 34% | 19% | 17% | 19% | 27%| 34% | 25% | 20% |AFUDC%toNetProfit | 25%
, ; 15.6% | 46.6% | 43.4% | 42.9% | 41.5% | 404% | 40.5% | 39.4% | 37.9% | 375% | 37.0% | 37.0% {Long-Term DebtRatio | 37.0%
| Pension Asseis-12/17 $69.2 mil, -~- 51.0% | 52.1% | 55.8% | 56.6% | 57.4%.| 58.7% | 58.8% | 50.8% | 615% | 61.8% | 62.5% | 62.5% [Common Equity Ratio | 62.5%
R S __ Oblig, $83:0 mil. “259.4 | 2670 | 3105 | 31251 8165 | 3214 | 3358 | 3464 | 3554 | 3707 |. 390  410Total Capital (Smill 460
‘| Pfd-Stoc $2.4 mill. Pfd Div'd: 8.1 mil. 363 | 3765 | 4059 [ 4222 | 4362 | 465 | 4654 | 4819 | 5178 5672 | 565 575 |NetPlant ($mill © 600
 Gommon Stogk 16,359,164 shs. 5% | §0%| 57% | 52% | 54% | 59% | 6% 66% | 7% 69%| 70% | 7.5% [Returmon Totel Cap' 85%
“Tag ot ar30r18 56% | 7.0% | 81% | 75% | 7.8% | 8.7% | 9.2% | 96% | 10.3% | 9.8% | 10.0% [ 11.0% |Return on Shr,Equity . | 12.5%
: 1:89%] 7.0% | 82% | 75% | 7.8% | 87% | 9.3% | 9% | 103% |- 99% Return on Com Equity | 725%
ey ) . 20% | A% | 21% | 10% | 14% | 24% | 31% | 35% | 43% | 38%| 4 Relained o Com Eq. 6.0%
MARKET GAP: 8700 million (s““"-zg:;’) o] T | | 7o | e | be| 7o 67% | 63% | 58%| 62% | 6% | 8% Al Div'dls toNet Prot 53%

BUSINESS:’ Middlesex Water Company engages in the ownership

2017, the Middiesex System accountéd for 58% of operating reve- -
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‘| :Cash-Assets 3.9 4.9 2.0 [ and operation of regulated water utility systems in New Jeissy, Del-  nues. At 12/31/47, the company had 315 employees. {ncorporated:
| Other 228 _ 243 _ 232 aware, and Pennsylvania, It also operates waler and wastewater NJ. President, CEQ, and Chairman: Dennis W. Doll. Officers &
Current Assels 267 292 252 | gystems under contract on beialf of municipal and private clients in  directors own 3.5% of the common stock; BlackRock Instilutional
Sg%ttsDF;‘aeyable }%g gﬁg 13411g NJ and DE. lts Middlesex System provides water services to 61,000 Trust Co., 6.4% (4/18 proxy). Add.: 1500. Ronson Road, selin, NJ

1 Other 166 15, g5 | retall customers, primarlly in Middlesex County, New Jersey. In  08830. Tel.: 732-634-1500. Internet. www.middlesexwater.com.
Gitrent Liab. 471 T o45 T 640 | Middlesex Water stock has regaimed tom line. Consequently, we sow look for

*[ANNUAL RATES Past Past Estd517| some ground over the past three revenues of $135 million (down $1 million
ofchange(persh) f0¥rs.  5Y¥s. . 102123 | months. Shares of the Northeast water from gur prior call) and share net of $1.50
fevenues o 25 35 0% | provider struggled in the early part of this (down-$0.05) this year.

1 Earnings tow  B04 so0% | year, but have been performing better of Imvestments in its aging infrastruc-
Dividends 0% 20% 55% | late. Since our April review, they are up ture are under way. Middlesex has
Book Value 35% 35% 40% | more than 15% in valte, and are trading kicked off its capital spending program,
Caf-- |  QUARTERLY REVENUES ($ mifl) Full | just several points shy of their recemtly known as “Water For Tomorrow,” with a
endar |Mar31 Jun.30 Sep. 30 Dec.31] Vear | etched all-time high price. At this time, it $52 million project along its New Jersey
9015 | 288 317 347 308 | 1260, appears the market is pricing in a good territory. The construction of the Western
2016 | 306 327 378 318 | 1329 amount of MSEXs anticipated top- and Transmission Main will supplement its ex-
2017 | 301 330 362 315 | 1308 bottom-line growth, which includes a lower isting main, which services 300,000 cus-
2018 | 312 340 475 323 | 135 | corporate tax bill, as well as recently ap- tomers through Middlesex County. Over
2019 | 330 360 390 2340 | 142 | proved water rate hikes. (The latter took the next five years, the company has

Cal- EARNINGS PER SHARE A Full | effect April 1st, and ought to be evident in earmarked approximately $300 million to
endar |Mar3i Jun. 30 Sep.30 Dec.31| Year | the second quarter). the program in an effort to increase ef-

215 | 22 31 A 28 | 122| First-quarter financial results were ficiency and ultimately lower costs across

06 ] 29 3 54 19| 1.38] mixed. The company generated revenues its water delivery systems. '

047 | 27 33 46 32 | 1.38) of $31.2 million, about 4% higher than the At the curremt valuatiom, this issue

8 | 27 35 55 33| 150| previous-year tally, due largely to a wider does not stand out. The recent run-up in

2008 . 32 39 8 .95 | 165)| Delaware customer base and increased price has eroded most of the gains we envi-

Cal- | QUARTERLYDIVIDENDSPAIDSs | Fui | water usage from industrial and commer- sion over the pull "to next decade. Too,
endar [Mar31 Jund0 Sep. 3 Dec.dt! Year | cial customers.in New Jersey. Meantime, MSEX stock is neutrally ranked for the

2014 | 19 49 18 19%5| 76| earnings of $0.27 a share came in flat, year ahead, and the dividend yield is only

2015 | 1925 1925 1925 19875 78| year over year, as an uptick in operation average. All told, we continue to recom-

2016 | 19875 19875 .19875 21125 81| and maintenance expenses (increased mend investors exercise patience and wait

2017 1 21125 21125 21125 22375 .86 production costs and unforeseen weather- for a better entry point. )

018 | 22375 22375 - | related expenses) kept the lid on the bot- Nicholas P. Patrikis July 13, 2018
(R) Diluted earnings. Next earnings report due | (B) Dividends historically paid in ‘mid-Feb., | (C) In millions. Company’s Financial Strength B+
aarly August. May, Aug., and November.e Divd reinvestment Stock’s Price Stability 65

plan available. Price Growth Persistence 40

Earnings Predictabllity
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. RECENT @ |PE Tralling: 24.4) | RELATIVE DIV'D R VAEUE:
SJW @R@UP NYSE-siw Pice 66,89 [rino 2597(Media3: 21.0) pienimo 1,401l 1],,7/@{. o 1791
mewess — s | 19T 5O BI[ R4 RE 2] 3] ] g0 B B2 ] O T o
SAFETY 3 wewsmn [ LEGENDS - - 120
- T divided by Interest Rale 100
TECHNICAL Suspended /418 | dwvided eeStength || 1 | | 1 T T T e 80
BETA .75 (1.00 = Market) %—f%:;]sggl(gs 3008 et 64
2021-23 PROJECTIONS haded area indicat L —" K RTIA R N I i 48
. Ann'l Total ‘ T |
Price  Gain " Retum Ml T »
ﬂ%? gg (zﬁgé; ?\I{OI lnlII:" . i i ,|r,+u+l+*‘*! S ——— L PITICCE EERL I L 24
Insider Decisi e . 2D il 20
. SONDJFMAM— - et 16
By 000000000 L WEPOTS bk . 12
; Opfons 001096070 RN . G
Wil 0 00000000 ; e % TOT. RETURN 6118 |8
institutional Declsions I [ stocc "Hom
toBuy mg'l mgg i Perent 18- T ;i | 1y, 870 139
hew! 8% & 75| Shares 10 3yr. 1203 3228 [
Hids(000) 12340 11290 11728 ‘ Syn 1830 715
2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 2011 {2012 |2013 [2014 [2015 | 2016 [2017 | 2018 | 2019 ©VALUELINE PUB. LLC]21-23
797 82| o4 986 | 1035 11.25) 1242) 1168 ! 1162 | 1285 | 14,01 1373 | 1576 1. 14.97 | 1661 | 1897 | 19.05] 1885 Revenues per sh 2110
1551 175) 189! 221 238 230} 24| 22 2381 280 297) 290 | 442| 38! 476 524| 500 5.25 | "Cash Flow” per sh 5.65
78 El 87| 142 119] 104; 1.08 81 84 1 148 | 1127 254 185| 257{ 286] 260| 300 Earnings per sh A 345
46 49 51 53 57 61 65 66 68 69 M 73 J5) 78 81 1.04 112 1.20 [Div'd Decl'd per sh 8a 145
206) 34T| 237 283 387 662| 3.79| 347| 585 375 567 | 4881 502 524 | 685 7.26] 550| 525 CapTSpending per sh 5.00
840 911.| 1041] 1072] 1248 1290 1399 1366 | 1375 1420 | 1471 1592 | 17.75 | 18.83 ( 2061 | 2257 | 2265 2340 Book Value per sh 24.55
1827 1827 | 1827 1827 1828| 1846] 18.18| 1850 18.55 | 1850 | 1867 | 20.17 | 2029 | 20.38 | 2046 | 2050 | 2100 22,00 |Common Shs Outst'qC | 23.00
1737 54| 196 197| 235| 334| 262 287 204 2121 204 243 T2 168 | 157 188 Bold figiires are - |Avg Ann' P/E Ratio 22,0
94 881 104 105) 127| 17| 158 1491 185 133| 130 137 59 84 82 93| |Valugline  |Ralative P/E Ratio 120
4% | S5%| 30| 24%| 20% | 17| 23% | 28% | 28% | 20% | 30% | 27% | 26% | 25% | 20%| 19% | M laoaniDvaved | 1.9%
1 CAPITAL STRUCTURE as of 3/31/18 203 2161 2156 | 2300 | 2615 | 2789 3197 | 3051 | 3397 ( 3892 400 | - 415 |Revenues ($mill) 485
Total Debt $431.2 mill. Duein 5 Vrs $14.3 {ﬂ“’- 22| 152 158 209| 223| 285 s8] 379 528 592 545| 660 |NetProfit {$mill) 80.0
| ETDI:tZtreﬁaéogl mill, lslé'l'-|niel'esl$20-0m|"- 39.5% | 404% | 36.8% | 41.1% | 41.1% | 38.7% | 32.5% | 36.1% | 38.8% | 36.7% 21.0% | 21.0% {Income Tax Rate 21.0%
erage: 36 (8% ofCapl) |- 23% | 20% ) 20% | --| | -] .| 20%| 20%| 10%| 15%| 15% |AFUDC%toNetProft | 15%
N : 46.0% | 49.4% | 53.7% 56.6% | 85.0% | 51.1% | 51.6% | 49.8% | 50.7% | 48.0% | 46.5% | 48.0% Long-Term Debt Ratio 48.0%
Leases, Uncapitallzed: Annual rentals $6.7 mill, 54.0% | -50.6% | 46.3% | 43.4% | 45.0% | 48.9% | 48.4% | 50.2% | 49.3% | 51.8% | 571.5% 52.0% |Common Equity Ratio 52.0%
E ) 4709 | 4996 | 550.7| 6079 | 610.2 | 656.2 74451 7646 | 8550 ] 8943 925 990 |Total Capltal ($mill) 1090
Pensfon ““"3"2"7%%‘,"-4 ';}'1‘362 I 6842 7185| 7855 | 7562 | 8316 | 8987 | 9630 | 10368 | 11464 12303 | 1275| 1300 |Net Plant (Smil) 1350
PAd Stock Non, 9. 31562 mil | 58% | 44% ) 43% | 49% | 50% | 50% | 8% | 63% | 74%| 79% | 75% | 8.0% RetumonTow Capt | 4.5%
B Common Stock 20,585,135 shs. 80% | 60% | 62% | 79% | 8.1% | 7.3% | 14.4% | 9.9% | 1256% | 126% | 11.5% 13.0% |Return on Shr. Equity 14.0%
. 80% ) 60%| 62% | 7.9% | 81% | 7.3% | 144% | 9.9% | 125% | 12.8% 11.5% | 13.0% |Return.on Com Equity 14.0%
- MARKET CAP: §1.4 billfori (Mid Cap) 38% 1 12% | 12% | 31% | 33% | 28% | 102% | 57% | 86% | 6.2% | 65%| 7.5% Retained to Com Eq 0.0%
CU?&%LP\LH)'POSWION 2016 2017 /31118 | 59% | 80% | 80% | 61% 59% | 62% | 2% | 42% 3% ; 6% | 43% | 40% |All Divids to Net Prof 42%
- Cash Assets 25.3 7.8 7.0 | BUSINESS: SJW Group engages in the production, purchase, - nonregulated water-related services and owns and operates com-
Accts Receivable 184~ 173 183 | storage, purification, distribution, and retaif sale of water, It provides  mercial real estate investments. Has about 411 employees. Officers
gher 519 _ 418 _ 358 water service to approximately 230,000 connections with a lotal and directors (including Nancy O. Moss) own 22.9% of outstanding
Current Assets 996 865 61T o lation of roughly one million peapls in the San Jose area and  shares (3/18 proxy). Chaiman & CEO: Richard Roth. Incorporated:
Sg%ttscl;uaeyable }2; 230225 141000 connactions that reach about 42,000-residents in the region  Callfornia, Address: 110 West Taylor Street, San Jose, CA 95110,
Other 306  62.1 729 | between San Antonio and Austin, Texas. The company also offers Telaphone; (408) 279-7800, Internet: www.sjwater.com.
] Current Liab. 636 85(1 94 | Shares of SJW Group have risen sig- considered, a closing date within 2018
ANNUAL RATES Past Past Est'd 1517 | mificantly in value over the past three remains the target.
of change fpersh) 10Yrs.  S¥re 1022 | gtk The surge in price (+30%_since We think the merger ought to bear
Rovenues | 700 135% 49 | our April review) has much to do with out. fruit over the pull to 2021-2023. A
Earnings 80% 185% 60% | side interest from California Water Serv- wider geographic ' footprint (California,
gnwdend‘s v gg:/ﬁz g-gz: g.g-:; ice and its recent attempt to hijack SJW's Connecticut, Maine, and Texas) and in-
ook Value —o """ | merger with Connecticut Water (more be- creased scale should undoubtedly drive op-
Cal- | QUARTERLYREVENUES(§mill) | Fui | low). After the agreement was announced, erational synergies and improve customer
endar |Mar31 Jun. 30 Sep. 30 Dec.31| Year | California tossed its hat into the ring with service. The latter will be pleased to hear
2015 1 621 724 B30 876 | 3051 a $68.25 per share all-cash proposal. The that an immediate rate hike is probably
2016 | 611 869 123 794} 397 purchage price may have been somewhat not- in the cards. Once completed, the
2017 | 690 1021 1246 -935 | 3892 wttractive. but offered considerably less third-largest water and waste water utility
2018 |'750 105 ;25 g;g 409 | long-term operational upside. Promptly, anticipates annual revenues of $500 mil-
) 2019 | 780 110 130 ' 415 SJWs board rejected the offer, solidifying lion, with the deal being accretive to the
' Cal- EARNNGSPERSHABEA | kyt | jts first-choice deal with CTWS. bottom line from the get-go. Moreover, in-
) endar | Mar31 Jun. 30 Sep. 30 Dec. 31| . Vear | The previously snnounced merger vestments in water mains, treatment
, 2015 (28 36 46 - 80| 185 agreement with Conmnecticut ‘Water is facilities, and other aging infragtructure
' 016 | 16 8 92 6 25| on frack. Initial terms of the all.etock should further boost efficiencies.
, 2017 | .18 gg 1% gg 22,.86 transaction state that CTWS shareholders SJW Group shares are unranked for
L 2018 | .06 9% 105 70 333 will receive 1.1375 shares of SJW stock for Timeliness due to the pending
: 2019 | .30 . : = — each share of CTWS held: Following merger, In light of the recent price ad-
Cal- | QUARTERLYDVIDENDSPAIDEDw | gy | goce g interjections from third parties' vance, this may be an opportune time to
! endar |Mar31 Jun30 Sep.30 Decdt) Year| pngq 5 45-day go-shop amendment, the take some profits off the table. Meanwhile,
; 2014 | 1675 1875 .1875 1875 | 75| deal's value has skyrocketed in conjunc- business prospects appear bright over the
’ 2015 | 1950 1950 1950 1950 | 78 tion with SJW’s share price. Both boards pull to 2021-2023, but we suggest long-
: 2016 | 2025 2025 g?;g §g§5 811 of directors are now fully behind the term investors hold off until there is more
2017 | 275 ‘2&75 ‘ 675 | 1.04 merger, and the deal is awaiting share- postmerger clarity.
8 018 | 28 28 holder and regulatory approval. All things Nicholas P. Patrikis July 13, 2018
— ed eamings. Excludes nonrecuring T August, Quarte i ilable. mpany’s Financial Strength
,‘fs’se[s";“%a, $1.97; g’104, $3.78, 05, $1.09; '059. mu%ding. ety eatings may not add due to vgsllr:e"r:lt"%ggl aa‘ﬁ?ﬂggﬁ for stock splits. g::clegngrice S?abilily o ?s;
$16.36; '08, $1.22; 10, 30.46. GAAP account- | (B) Dividends historically paid in early March, so; Paid special dividend of $0.17 per share on | Price Growth Persistence 30
ing as of 2013. Ne'xt e:T%g:rxxui I;f; June, September, and December. @ Divid rein- | 11/17 Earnings Predictability
7 @ 2018 Value U;'ISE.N o AESPONSIBLE TOR AN s &I:(enal s obtained from sources belleved 1o be reliable and is provided withoul wamanlies of any kind, [FERE R A
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Y@RK WATER NBQ-vorw PRICE 32,,7 5 RATIO 3? ,,2 Median; 24.0/ | PIE RATIO i]u?@ YLD Zu@ /@
meltess 8 uwons | R T ET SO ST 1 ] ] 23] 0| Ba| B3 82 Tngt s Pange
SAFETY 3 Lowered?i7t5 | LEGENDS 7
4 T diiind by It e N
TECHNICAL 4 loweegsnyin | dhded by el ol e
BETA .80 (1.00 =Market) | 302 split 9/08 e ————— 40
2027723 PROJECTIONS Oplons. Yo i ; : L ol e T T »
nn'l Total PR - . i L
High P4rige G;sll;/ F"Ieohjzn + lulll_.n/lll il 'lhl"! gg
% UTIALE S iin 1] ITTRARLIT R o
low 30 (2:1072 1% ”'-"f-. e LTS TG I : 16
Insider Decisions e e 12
SONDJFMAM i T I S Sl LT
By 213 2 215 2 214 2 : R e 8
Optirs 0 0 0 00 0 0 015 . L6
‘sl 000000000 % TOT. RETURN £/18
Institutional Decisions THIS  VLARITHY
07 402017 162018 g STOCK INDEX
| tobuy 40 29 gg|Loment 12 7 1y, 69 139 [T
toSel 30 35 40| iraded = 4 = ] T | Tﬂ i 3yr. 622 328
Hs00) 5125 4588 4449 healib it M I Syr 876 718
2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 [2012 |2013 |2014 | 2015 | 2016 | 2017 2018 (2019 | ©VALUELINEPUB, LLC]21-23
205 217 218| 258 256] 279 288 295 307) 318 321 B327| 358| 368 370 377| 0585| 4.00Revenues persh 5.30
57 85 65 79 a7 .86 88 95 107 109 112 1.19 136 | 145 142] 153 1.65 |  1.75 |"Cash Flow” per sh 225
40 47 49 56 .58 57 57 54 M Nl 72 75 89 a7 92 10 1.05 |  1.15 |Earnings per sh A 1.60
35 37 .39 42 45 48 49 51 52 53 54 55 57 80 53 65 70 .75 {Div'd Decl'd per sh 8 1.00
66 107 250 69| 185 1691 217 1.8 83 3 94 g6 110 11t 1.03] 195 1.50 | 1.25|Cap' Spending per sh 125
390| 406| 465| 485| 584| 597| 614 692| 719| 745 773| 798| 815 8.51 888 | 028| 435 10.55 Book Value per sh 11.75
955| 963| 1033] 1040 11261 19.27| 11.37 [ 1256 | 1268 | 1270 | 1202 | 1208 | 12.83 1281 | 1285 | 1287 1280 1275 |CommonShs Ouistg €| 12.75
69| 245 257 263( 312| 303 246 219 207 239 243 263 | 231 235 328 | 346 Bow fighres are |Avg Ann'l PIE Ratio 25
147 140 1.36 1401 168| 161 148 146 132 180 155 148 1.22 1.18 1.72 172 Value|Line Relative P/E Ratio 125
33%| 32% | 31% | 29%| 25% | 28% | 35% | 36% | 35% | 31% | 31% | 28% | 26% | 26% | 21%| 19% | "' |avg Anm Divid Vield 27%
CAPITAL STRUCTURE as of 3/31/18 R8| 370[ 390 406| 414 4241 459 | 471 476 486| 485| 51.0|Revenues ($mill) 67.5
Total Debt $90.0 mill.  Due In § Yrs $42.5 mill. 64) 75| 89| 91| 93| 97| 15| 125| 18] 130 135| 145 |NetProfit (Smill 25
LT Debt$78.0 mill. LT Interest $5.3 mil. 36.1% | 37.6% | 365% | 35.3% | 376% | 37.6% | 20.8% | 275% | 31.3% | 25.0% | 21.0% | 27.0% |Incoms Tax Rate 21.0%
(39%ofCap) | 104% | --) 12% | 1.4% | 11% | 8% | 18% | 16% | 19% | 67% | 20% | 1.5% |AFUDC %toNetProfit | 1.5%
Pension Assets12/17 $41.4 mill, 545% | 46.7% | 48.3% | 47.1% | 46.0% | 45.1% | 44.8% | 44.4% | 426% | 43.0% | 35.5% | 35.0% Long-Term Dabt Ratio 34.0%
Oblig. $44.6 mill, 455% | 54.8% | 51.7% | 52.9% | 54.0% | 54.9% |-55.2% | 55.6% | 57.4% | 57.0% | 645% | 65.0% |Common Equity Ratio 66.0%
. 1534 1604 [ 1764 | 1802 1848 | 1884 | 1804 | 196.3 | 198.7 | 2085 210 220 | Total Capital ($mil)) 235
Pfd Stock None 2114 | 2220| 2284 | 2330 | 2403 | 2442 | 2532 | 2614 | 2709 | 2888| 295| 300 |Net Plant (Smil) 320
Common Stock 12,892,798 shs. ST%| 62%| 65% | 64% | 64% | 65% | 74% | 76% | 7% | 75% | 75% | 7% [RetumonTomiCap) | 10.0%
» | 92% | 86% | 98% | 95% | 93% | 93% |11.0% | 115% | 10.4% | 10.9% | 10.0% | 10.0% |Returnon Shr. Equity 13.5%
MARKET CAP: $425 million (Small Cap) 92% | 86% | 98% | 95% | 93% | 8.3% | 11.0% | 115% | 104% | 10.9% | 10.0% | 10.0% |Return on Com Equity 13.5%
CURRENT POSITION 2016 2017 3118 | 14% | 19% | 27% | 25% | 24% | 24% | 39% | 44% | 34% | 40% | 35% | 3.5% [Relainedto Com Eq 5.0%
caduiL) 42 | 8% | 7B | 2% | T3 | 4% | TA% | 64% | 62% | 67%| 63% | 67% | 65% |AllDivids to Net Prof 63%
i\ccot:ms.FXacei\éablte 4-175 45 4.2 | BUSINESS: The York Water Company is the oldest investor-owned  nues; commercial and industrial (28%); other (8%). It also provides
&‘;‘%"r ory (Avg. Cost) 3k 3‘2 3-2 Tegulated water utility in the United States. It has operated contin-  sewer billing services. Incorporated: PA. York had 102 full-fivre em-
Current Assets Ty _BE —g.4 | uouslysince 1816. As of December 31, 2017, the company's aver- - ployess at 12/31/17. President/CEQ: Jeffrey R. Hines, Of
Accts Payable 3:7 3:1 3:2 age dally availablity was 35.4 million gailons and its service terri- 1icers{directors own 1.1% of the common stock (3]18 proxy). Ad-
Dl e - . tory had an estimated population of 198,000. Has more than 69,000 dress: 130 East Market Street, York, Pennsylvania’ 17401. Tele-
bt Du 12.0
Other ) ‘45 6.0 5.6 |  customers. Residential customers accounted for-84% of 2017 reve-  phone: (717) 845-3601. Internet: www.yorkwater.com.
Current Liab. 82 91 __ 208 "york Water’s first-quarter bottom lime - tablished. '
ANNUAL RATES Past  Past Estd’15-17| was unchanged compared to. the Capital spending ought to contimue
%f ecc::guee(ger sh) 10;%% 5(;";;% to g‘é’;" previous-year figure. The regulated util- through 2018 and beyond. Year to date,
" | "Gash Fiow" 60% 60% 75% | ity posted earnings of $0.20 a share for the York Water has invested only about $3.0
Earnings 55% 65% 920% | March period, missing our mark by $0.02. million, specifically to complete a raw
Dividends 35% 35% 80% | Nevertheless, we are retaining our water pumping station and some modest
Book Value SO 85% _ 5.0% current-year profit forecast of $1.05 per infrastructure upgrades. An additional $20
Cal- | QUARTERLYREVENUES(Smil) | pul | ghare, as we think a lower effective tax million is likely to be spent by year’s end.
endar |Mar31 Jun. 30 Sep.30 Dec, 39| Vear rate, combined with higher asset improve- Going forward, we expect further infra. -
gg}g Hg Hg lgg ng 2;; ment deductionsk,‘ sh%uld he}lp offset rising structure upgrades and impro;rements to
; . g . % expenses -in the back half of 2018 its waste water treatment plants. This
gg}; Hg 1152 11% gg 443'6 Meantime, first-quarter revenues of $11.6 spending is necessary not only as a
’ : ' million were fractionally above our call, response to its aging pipes and delivery
019 | 120 128 133 129 | 51, though the beat was not significant methods, but also to handle its expanding
Cal- EARNINGS PER SHARE A Full | enough to spur an upward revision, customer base.
endar | Mar.31 Jun.30 Sep.30 Dec.31| Year .we expected, the company has in- This equity lacks investment appeal
005 (20 2 2B 7] 9 quired about a rate imcrease. In May, at this junmcture. Shares of York Water
016 119 23 27 B | % York asked the Pennsylvania Public Utili- have been lowered two spots on our
gg}; gg gg 312 % 11215 ty Commission for more than $6 million Timeliness ranking scale, to 5 (Lowest).
2019 | 24 27 33 3 115 (annual revenues) in customer rate hikes Thus, short-term accounts should turn the
- . : : ~— to recover re € t t iated . Bimilarly, those with a buy-and-
i [ UTEDVEEENE? [t | 12550, oplacoment, coe sstoiged page, Sileny hoce with » by andhold
endar |Mar31 Jun30 Sep30 Dec.3t) Year| ;i e.octructure upgrades, as well as person- offer limited price upside 3- to 5-years out,
2014 | 1431 431 1431 31T 574 ne] and operational cost increases, York Lastly, as a stand-alone dividend play
2015 | 1495 1495 1495 1555) 604 hopes to recover expenses incurred since (2.0% current yield), we think investors
gg}g }ggg ]ggg }ggg }ggg gﬁ; its last rate case filing in 2018, and help can  find more-attractive options else-
2018 | 1656 1666 : 1 balance future capital investments. A time where. .
frame for the decision has not yet been es- Nicholas P. Patrikis July 13, 2018
I(At) E/iilutedt.eamings. Next earnings report due | (C) In millions, adjusted for spiit g;:'m ang’s Figgtﬁiﬁl Strength B+
ate August, (s Price 60
(6) Dividends historically paid in late Februaty, Pr?cce Growth Persisgnce 55
June, September, and December. Earnings Predictability




