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Who we are;

With roots tracing to 1832, Janney is a Philadelphia-based full service
financial services firm, owned by Penn Mutual Life Insurance Company
($142.1 billion in life insurance in-force as of year-end 2017).

Janney has 120 U.S. locations, with more than 800 financial advisors and
more than 200 capital markets professionals. Total employees exceeds

1,900.
Capital Markets Capabilities
Equities Investment Banking Fixed Income
i Cur success is rogted in We provide our clients ‘We provide clients with

I our industry knowledge, access to the public and exceptional and broad-
focused research and | private capital markets, based access o the
client-centered and offer ¥ global fixed income
approach to sales and | comprehensive ME&A ﬂ-ﬂ - ; markais.
trading. advisory services.




Our Utility Coverage Universe
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Ticker

AWR
AWK
WTR
cwco
CWT
MSEX
SBS

CPK
ES
NJR
RGCO
SJI
UGI

APU

Name

American States Water Company
American Water Works Company, Inc. Buy
Aqua America, Inc.
Consolidated Water Co. Ltd.
California Water Service Group
Middlesex Water Company
Companhia de Saneamento Basico do Estado Neutral
SBSP3-BR Companhia de Saneamento Basico do Estado  Neutral

SIW Group

Avangrid, Inc.

Chesapeake Utilities Corporation
Eversource Energy

New Jersey Resources Corporation Buy
RGC Resources, Inc.

South Jersey Industries, Inc.
UGI Corporation

Unitil Corporation
—

AmeriGas Partners, L.P.

Rating Price

Neutral  $29.50

Fair Value Upside 18 EPS/(P/E) 19 EPS/(P/E) 20 EPS/(P/E)

$35.00

19%

#N/A

Neutral $71.02  $58.00 -18% $1.73(41.1) $2.02(35.2) $2.13(33.3)
$106.78 $102.00 -4%  $3.30(32.4) $3.58(29.8) $3.91(27.3)
Buy  $37.12 $41.00  10% $1.38(26.9) $1.49 (24.9) $1.63 (22.8)
Buy  $12.83 $16.00  25% $0.68(18.9) $0.71(18.1) $0.76 (16.9)
Neutral  $53.73  $42.00  -22% $1.25(43.0) $1.39(38.7) $1.56 (34.4)
Neutral  $56.52  $58.00 3%  $1.96(28.8) $2.05(27.6) $2.14 (26.4)
$10.31  $9.18  -11% $0.79(13.1) $1.05(9.8)  $1.14(9.1)
R$40.12 $35.00 -13% $3.01(13.3) $4.02(10.0)  $4.34(9.2)
Buy  $63.04  $64.00 2%  $1.82(34.6) $2.30(27.4) $2.45(25.7)
—
Neutral  $50.04  $50.00 0%  $2.21(22.6) $2.30(21.8) $2.50(20.0)
Neutral $92.19  $86.00  -7%  $3.31(27.9) $3.66(25.2) $3.93 (23.5)
Buy  $71.69  $74.00 3%  $3.25(22.1) $3.45(20.8) $3.69 (19.4)
$49.71  $51.00 3%  $2.74(18.1) $2.01(24.7)  $2.22 (22.4)
Neutral  $26.68  $28.00 5%  $0.95(28.1) $1.02(26.2) $1.11(24.0)
Buy  $31.70  $34.00 7%  $1.38(23.0) $1.05(30.2) $1.61(19.7)
Buy $55.60  $65.00  17%  $2.74(20.3) $2.70(20.6)  $3.10 (18.0)
$53.62  $54.00 1%  $2.23(24.0) $2.30(23.3)  $2.45 (21.9)

$2.42 (12.2)

$2.59 (11.4)

Sources: FactSet (pricing), Janney Montgomery Scott, LLC Ratings/Estimates/Fair Values
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The Macro View — Interest Rates & the Economy

10 Year Yields
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The Macro View — Interest Rates & the Economy

Yield Curve vs. Prior Recessions
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Utility Stocks Have Enjoyed a Long, Uninterrupted Run Higher
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The Macro View — Interest Rates & the Economy

Long Cycle Model Implies Equity Bull Market
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The Short/Medium Term Outlook

Interest Rate Environment Remains Supportive: With a potential recession looming, the Federal
Reserve has gone from 4 anticipated rate hikes in 2019 to 0. 10-year yields have been moving lower,
with utility stocks pushing up against all-time highs in terms on valuation multiples. The next move by
the Federal Reserve appears to be lower versus higher. Interest rates could remain accommodative for
several more years.

Valuation Multiples are Likely to Continue Expanding: The “safe haven” nature of utilities should
continue to attract investors until sustained, higher interest rates materialize, given utility dividends
typically increase, while most fixed income payouts remain fixed.

Requlators and Authorized ROE’s Remain the Wildcard: Constructive regulatory jurisdictions are
incentivizing utilities to invest in infrastructure while interest rates and natural gas prices are low.
Ratepayers are benefitting from low natural gas prices both in the generation part of their electric bills
(where NG is used significantly for generation) and also for residential heating and other uses.

That said, less constructive environments are squeezing ROE’s lower and redeploying ratepayer savings
into other areas. WHERE a utility operates remains very important from an investment perspective.
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The Long-Term Outlook

Interest Rates Likely to Rise: The U.S. has significant debt and budget deficit problems that are
not being addressed. Creditors are likely to demand higher returns to accept those risks.

Valuation Multiples Could Contract: Both utilities and regulators should expect an eventual “reckoning”
brought on by higher interest rates, and seek to minimize the damage to equity values that could bring.
Reduction in regulatory lag to pass-through higher rates to customers and a willingness to increase ROE’s
would seem to be logical pathways when the time arrives.

Rate Cases May Be More Challenging: The recent past and near/medium-term look to be some of the

best for utilities, with constructive environments encouraging investment in systems while capital is cheap.
That likely changes longer-term when capital becomes more expensive. Earnings growth could slow at the
very time pressure to increase dividends materializes.
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IMPORTANT DISCLOSURES
Research Analyst Certification
I, Michael Gaugler, the Primarily Responsible Analyst for this research report, hereby certify that all of the views expressed in this research
report accurately reflect my personal views about any and all of the subject securities or issuers. No part of my compensation was, is, or will
be, directly or indirectly, related to the specific recommendations or views | expressed in this research report.
Janney Montgomery Scott LLC ("Janney") Equity Research Disclosure Legend
Individual disclosures for the companies mentioned in this report can be obtained by accessing our Firm's Disclosure Site
https://ims.bluematrix.com/sellside/Disclosures.action?encrypt=d5a9bb5a-57a8-4d10-a44b-008354befa8f?
Definition of Ratings
BUY: Janney expects that the subject company will appreciate in value. Additionally, we expect that the subject company will outperform
comparable companies within its sector.
NEUTRAL: Janney believes that the subject company is fairly valued and will perform in line with comparable companies within its sector.
Investors may add to current positions on short-term weakness and sell on strength as the valuations or fundamentals become more or less
attractive.
SELL: Janney expects that the subject company will likely decline in value and will underperform comparable companies within its sector.
Janney Montgomery Scott Ratings Distribution as of 12/31/18

IB Serv./Past 12 Mos.*

Rating Count Percent  Count Percent
BUY [B] 107 55.44 24 22.43
NEUTRAL [N] 86 44.56 18 20.93
SELL [S] 0 0.00 0 0.00

*Percentages of each rating category where Janney has performed Investment Banking services over the past 12 months.

Other Disclosures

Janney Montgomery Scott LLC, is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of the
New York Stock Exchange, the Financial Industry Regulatory Authority and the Securities Investor Protection Corp.

This report is for your information only and is not an offer to sell or a solicitation of an offer to buy the securities or instruments named or
described in this report. Interested parties are advised to contact the entity with which they deal or the entity that provided this report to
them, should they desire further information. The information in this report has been obtained or derived from sources believed by Janney
Montgomery Scott LLC, to be reliable. Janney Montgomery Scott LLC, however, does not represent that this information is accurate or
complete. Any opinions or estimates contained in this report represent the judgment of Janney Montgomery Scott LLC at this time and are
subject to change without notice.

Investment opinions are based on each stock's 6-12 month return potential. Our ratings are not based on formal price targets, however,
our analysts will discuss fair value and/or target price ranges in research reports. Decisions to buy or sell a stock should be based on the
investor's investment objectives and risk tolerance and should not rely solely on the rating. Investors should read carefully the entire
research report, which provides a more complete discussion of the analyst's views. Supporting information related to the recommendation,
if any, made in the research report is available upon request.
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