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Reference: Fair Return for Newfoundland Power (NP), Evidence of 

Laurence D. Booth, September 28, 2021, page 89, lines 4-7. 

"In answer to CA-NP-62 Mr. Coyne reported the self-generation for each of 

the U.S. utilities in his sample. The average is 69%. Quite strikingly nuclear 

generation was present for 6 of the 9 U.S. utilities with an average of 43% 

nuclear generation." 

a) Please provide the source of the information in the above-referenced

passage.

b) Please provide a copy of the Morningstar report quoted on line 7.

The answer relies on the confidential attachment A to CA-NP-125. 

Fortis' Morningstar report provided as NP-CA-047 Attachment 1. 
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Fortis Inc FTS *** 2 9Jul20211657,UTC

Last Price Fair Value Estimate Price/FVE Market Cap Economic Moat
1M Moat Trend™ Uncertainty Capital Allocation ESG Risk Rating Assessment' 
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19 Jul 2011 19 Jul 201116 46. UTC 

Price vs. Fair Value 

Fair Value: 57 .00 
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The conduct 01 M0tomgst.af's analysts is governed by Code ol Ethics/Code of 
Conduc1 Polk,. Personal Security Trading Policy {or an equi1J.:ilen1 ofL and 
lr.vesunen1 Resea,ch Poky. For tnlomwtlion regarding con'lids of intetCSl please 
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The irimafy analyst c.ovenng lh&s company dols not own llS s1oct 

Toe ESG Risk Rating Assessment is a rep1eseota1ioo of Sustainalytics' ESG Risk 
Raung. 

Fortis Reports Solid Second-Quarter Earnings Against Foreign 

Currency Headwinds 

Analyst Note Andrew Bischof, CFA, CPA, Senior Equity Analyst, 29 Jul 2021 

We are increasing Fortis' fair value estimate to CAD 57 per share, up CAD 1, after Fortis reported 

second-quarter adjusted earnings of CAD 0.55 per share compared with CAD 0.56 in the same year-ago 

period. Excluding foreign currency impacts, earnings were up CAD .04 per share. Management 

reaffirmed 6% dividend growth expectations through 2025, in line with our estimates. Our narrow 

economic moat and stable moat trend ratings are unchanged. Our fair value increase is due to time 

value appreciation. 

Fortis is well positioned for the clean energy transition, with one of the lower ESG risks relative to its 

peers, as only 7% of Fortis' assets are generation. The company will transition this portfolio through its 

base capital investment program, with 1.1 GW of planned coal retirements, and the addition of 2.4 GW 

of renewable generation and 1.4 GW of battery storage. Fortis' goal to reduce carbon emissions by 75% 

by 2035 is in line with its utility peers. Regulators across its jurisdictions are supporting this transition. 

We continue to carefully watch developments at FERC, which earlier this year issued a notice of 

proposed rulemaking, or NOPR. that would eliminate the 50-basis-point adder given to regional 

transmission operators. Given transmission's role in supporting the Biden administration's renewable 

policy agenda, we believe transmission will receive favorable regulatory treatment. A recent NOPR on 

transmission planning. cost allocation and generation interconnection queue supports the transmission 
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oihe! loues 1es1'1ing hom, or ielated 10. 1he information. data, anatyses or opinions 01 ll1ei1 use. lne infa,ma11on contained heiein is 1he propiie1ary p,openy of Morningstar and may no1 be reproduced. in whole or in 
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Fortis Inc FTS *** 29J,' 1O' , 16 57.UTC 

last Price 

56.01 CAD 
2".! JuI lOZI 

Sector 

D Utilities 

Business Description 

Fair Value Estimate PricefFVE 

57.00 CAD 0.98 
19 Jul202116 46. UTe 

Industry 

Utilities - Regulated Electric 

Fortis owns and operates util ity transmission and 

distribution assets in Canada and the United States, 

serving more than 2.5 million electrici ty and gas 

customers. The company has smaller Slakes in electricity 

generation and several Caribbean utili ties, tTC operates 

electric !ransmission in seven U.S. states, with more 

Market Cap Economic Moat' ''' Moat Trend™ Ullcertainty Capital Allocation ESG Risk Rating Assessment' 

2639 CAD Bil @Narrow Stable Low Standard ;Jt:m:: :1t:~~(~j 
28Jul2021 1 ~ 2021 05'00, UTe 

need. Absence of Ihe 50-basis-poinl adder would negalively aHect our fair value eSlimale up 10 $2 per 

share. 

The company continues to progress on the Lake Erie Connector project. which remains Fortis' largest 

and most anractive neaHerm opportunity. The CAD 2.7 billion project is excluded from our and the 

company's five-year capital program. The Ontario government recently authorized the regions 

independent system operator to begin contract negotiations. 

than 16.000 miles of high-voltage transmission lines in Business Strategy & Outlook Andrew Bischof. CFA. CPA. Senior Equity Analyst, 29 Jul 2021 

operation serving a peak load in excess of 26 gigawatts. Fortis manages regulated electric and gas uti lities and independent transmission assets across North 

America. Acquisitions have made Fortis predominantly a U.S, utility. with roughly two thirds of earnings 

at its U.S. operations. 

lis prized assel in Ihe U.S. is ITC Holdings. which gives Fortis an 0pp0rlunily 10 benefil from a long 

runway of U.S. transmission investment opportunities from aging infrastructure to supporting 

renewable energy growth. Regulatory treatment is constructive, with lTC's allowed returns on equity 

being higher Ihan slale-allowed relurns and forward-looking rale making reducing regu lalory lag. In 

April, FERC issued a supplemenlal nOlice of proposed rulemaking Ihal cou ld eliminale Ihe 50 basis poinl 

incentive adder that regional transmission organization members receive. Given transmission's role in 

supporting the Biden administration's renewable policy agenda, we continue to believe transmission 

wi ll receive favorable regulatory treatment. 

UNS Energy oHers faster growlh Ihan its U.S. peers wilh Ihe area's populalion growlh and lransilion 10 

cleaner generation. A challenging regulatory environment in New York could pressure returns at CH 

Energy. but management has proved adept at managing regulatory relationships and finding growth 

opportunities. 

Fortis' main regulated Canadian operations are in British Columbia, Alberta, and Newfoundland . These 

relatively low-risk operations result in stable earnings and help fund consistent dividend growth. 

Returns are lower in Canada because of a lower (;ust of capital from a lower equity component 

compared with its U.S. counterparts. 

Management's renewed focus on many internal growth projects is a positive for investors. Management 

has continued to execute on numerous capital growth opportunities, which should support more than 

6% rale base growth and dividend growlh Ih rough 2025. The company's five-year CAD 19.6 bi ll ion 

capital investment supports our earnings outlook. Fortis has numerous additional capital investment 

opportunities across its utilities, with ITC and UNS having the largest opportunities focusing on 

renewable energy and infrastructure investments. 
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Fortis Inc FTS *** 19J,'1011 16.57.U1C 

last Price Fair Value Estimate PriceJFVE Market Cap Economic Mllal!" Moat Trend!M Uncertainty Capital Allocation ESG Risk Rating Assessment ' 

56.01 CAD 57.00 CAD 0.98 2639 CAD 8il @ Narrow Stable low Standard €i;:~))([: ::!t:€iI 
28 Jut?021 7 Jul2021 D5:OO, UTe 

29 Jul 2021 

Competitors 

29 Jul2011 16:46. UTe 

"" ,,ni::.' ,,10<:..',,1:.' _ ___ ___ cAm"'"'<='"n.=EI=,ctn=·c"P'"w"er,,,,=,,,,=A':..P _ _ Emera Inc EMA 

" " 
FairValue 
57.00 
Uncertainty: low 

last Close \ 
56.01 

Fair Value 
89.00 

r- ~u""':c':::rt=ain-,IYcc: =l'"w_~ 
last Close \ 
88.99 

'-' 

" 
last Close 

\ 58.63 

Fair Value 
57.00 
Uncertainty: low 

Hydro One l td H 

" 
j ~st Close 

\ 30.52 .. ... 
Fair Value 
27.00 
Ullcenainty: Medium 

Economic Moat @~"N::ar:.:""w _ ___ ___ ~@:.c:N:::ar",,:::w,--______ @~"N:::ar:.:,,:::w _______ @None 
tM~oa~'~T,~en~d~~=====:::: ,Slable Stable Stable "'SI"ab",e=---- ----

Currency CAD USD CAD CAD 
~~------~~~~~~-- ~~~~~~--
Fail Value 57.0029 JuI2D2116:46. UTC 89.00 B Dec 2020 17:27. UTC 57.00 13 N" 2020 1935. UTC ::27:':'0c:-0:.:12c:M:::a"V::20:::21:::1c:4::::11:::. ,,-UT:.:C __ 
C-l_S::-,,-r-=-PrC-ic-, ---- ::-71c:.2cc5-----'---- 111.25 71.25 ::36::..4::.5 _ _____ _ _ 

5-Stilf Price 45.60 71.20 45.60 18.90 
~~~---- ~~~~~----
Assessment Fairly Valued 28 Jul 1021 Fairly Valued 28 Jul 2021 Fairly Valued 28 Jul 2021 Over Valued 28 Jul2021 

"M"or=ni"'ng::""'''-=R--"c-in-g -- _* _* _*:::29"'J"ul..:2D:.:2::.1..:16::,::5...:7 . ..:U..:TC'--__ ***28JuI2021 2120. UTC ***28 Jul2D21 2157. UTe **2B Jul2D21 2157. UTC 

Analyst 
Andrew Bischof. Senior Equity Andrew Bischof. Senior Equity Andrew Bischof, Senior Equity Andrew Bischof, Senior Equity 

Analyst Analyst Analyst Analyst 
~~~----~~---------- ~~----------
:,ca"p:,:itil"'"Al::IO::";::t::io,,n ___ "SI"'a;:nd::a::rd'-_____ __ Standard Standard oSI::a"nd::a"rd'-_____ _ _ 
Price/Fai r Value 0.98 1.00 1.03 1.13 
~~~---- ~------------
"Pr:::i,,::.'S::a,,"::.' ____ 2.B9 2.81 2.68 02.::53'--_ _ ___ _ __ 
Price/Book 1.54 2.08 1.78 1.71 

~pr::ice::./::Ea:::rn:::in-'-g:__--- ::20".9':0 ____ ____ IB.97 21.56 -=10c:.l--l--------

Dividend Yield 3.54% 3.28% 4.31% 3.37% 
~:::=:.::.:::: ____ ::::..c~__________ ~~ ________ __ 

::M __ " __ k'-'Ca,-:-P---- ,,26:-:.3
cc
9_8i,,' :-::-______ 44.528i1 14.B78il .::IB:::.2:::.6"'8i:::' _ _ ___ _ _ 

::52",-W.:.:'",k",R::a",ng",___ 4B.97 -57.32 74.80-94.21 49.66- 5B.83 ,,26::,:.3::.B--:-==-31 __ .I __ I _____ _ 

Investment Style Large Core Large Value large Core large Core 

Bulls Say Andrew Bischof, CFA. CPA. Senior Equity Ana lyst, 29 Jul 2021 

.. Fortis operates a stable business profi le of regulated operat ions, offering a strong base for consistent 

earnings and dividend growth, 

.. With an aggressive capilCiI expenditure plan in the coming years, we forecast Fortis' earnings will grow 

6% annually Ihrough 2025 . 

.. Fortis has paid consecutive quarterly dividends for more than four decades and raised the dividend 

faster than most of its peers ;n recent years. 

Bears Say Andrew Bischof. CFA. CPA. S,nior Equity Analyst. 29 Jul2021 

.. The Canadian regu latory environment offers lower allowed returns than in the U.S . 

.. Management's zeal for U.S. diversification increases the risk that the company will overpay for 

acquisitions, though management has recently wisely set its focus on executing on its attractive internal 

growth opportunities. 
(I Mom~t.lI 2021. AU RighllllesaM!o:l. Unlell OIl1!1wU prc~ided in a separate a91HmerI\. roo may use \hoI lepoI\ ooIv In !be tOiIIIIry in whictl ill OIiginoI disllibulOl is ~. Tile in tQlmttion, !iou. analvses IIld 
opinioN plesell1ed helein do not COIISIitutl mstmem advice.: ire plll'Iided $IlWf lor intQlmlltiorlii purposes IIld llletelore al e not In ottl:llll bo.rt 01 sella seaJliIy; and ale noI wananted 10 1M! cDnect. complete 01 
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last Price fa ir Value Estimate Price/FVE 

56,01 CAD 57,00 CAD 0,98 
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Markel Cap Economic Moat'''' MoatTrend'" Uncertainty Capital Allocation ESG Risk Raling AssessmeRt' 

26.39 CAD BII @ Narrow Stable low Standard :$([::3t: €~:@) 
28 Jul2021 7 Jul2021 05:00, UTe 

... As with all regu lated utilities, rising interest rates will raise financing costs and could make the dividend 

less attractive for income investors. 

Economic Moat Andrew Bischof, CFA, CPA, Senior Equity Analyst, 29 Jul 2021 

We assign Fort is a narrow moat. with earnings from narrow-moat regulated gas and electric assets and 

wide-moat ITC. 

For the regulated gas and electric operations, service territory monopol ies and efficient scale 

advantages are the primary sources of an economic moat. Regulators typically grant regu lated utilities 

exclusive rights to charge customers rates that allow the utilities to earn a fair return on and return of 

the capital they invest to build, operate, and maintain their distribution networks. In exchange for 

regulated utilities' service territory monopolies, regu lators set returns at levels that aim to minimize 

customer costs while offering fair retu rns for capital providers. 

This implicit contract between regulators and capita l providers should, on balance, allow regulated 

utilities to achieve at least their costs of capita l. though observable returns might vary in the short run 

based on demand trends, investment cycles, operating costs, and access to financing. Intuitively, 

utilities should have an economic moat based on efficient scale, but in some cases regulation offsets 

this advantage, preventing excess returns on capital. The risk of adverse regulatory decisions precludes 

regulated uti lities from earning wide economic moat ratings. However, the threat of material va lue 

destruction is low, and normalized returns exceed costs of capital in most cases, leaving us comfortab le 

assigning narrow moats to many regulated uti lities. 

We believe lTC's efficient scale competitive advantage gives it a wide moat. Competitors have little 

incentive to build competing transmission lines if one that ITC owns already is serving a market's full 

capacity. Capital costs for new transmission lines are too high and incremental benefits too low to offer 

sufficient returns on invested capital for two competing transmission owners. In addition, ITC benefits 

from regulatory protection. FERC approves new transmi ssion lines only if there is a demonstrated need 

for new capacity. 

In exchange for regulatory protection, ITC muSi charge rates based on a formula that allows ITC to 

recover its expenses and ea rn a return on investment. The formu la rate mechanism considers forecast 

expenses, investment base, reven ue, and network load each year, and then adjusts annually to true up 

lTC's returns . This rate treatment is more investor-friendly than typical backward-looking rates that 

require a utility to invest the capital before collecting a retu rn on that capital. We believe the 

transparency and predictab ility of the formula rate mechan ism results in a below-average cost of capita l 

for ITC and supports stable cash returns, lTC's competitive advantages and favorable FERC regulation 

have allowed ITC to earn well above its cost of capital. 
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Fair Value and Profit Drivers Andrew Bischof, CFA. CPA, Senior Equity Analyst, 29 Jul 2021 

We are increasing our per share fair value estimate CAD 1 per share to CAO 57 aher Fortis reported 

second-quarter earnings that put it on track to meet our full-year financial projections. Our fair value 

increase is the result of time value appreciation since our last update. 

We assume consistent regulatory treatment at the Canadian and U.S. utilities. We forecast nearly CAD 

20 billion total capital investment at the regulated gas and electric utilities through 2025. Our utility 

earnings growth estimate relies on continued customer growth and execution of Fortis' capital 

investment program. On a consolidated basis, we forecast 6% annual earnings growth and dividend 

growth during the next five years. 

In our discounted cash flow valuation. we use a 6.0% cost of capital based on a 7.5% cost of equity. This 

is lower than the 9% rate of return we expect investors will demand for a diversified equity portfolio, 

reflecting Fortis' lesser sensitivity to the economic cycle and lower degree of operating leverage. We 

incorporate $4 per share of incremental value to better recognize the benefits accruing to Fortis from 

having issued debt at coupon rates far below our cost of debt. 

Risk and Uncertainty Andrew Bischof, CFA, CPA. Senior Equity Analyst, 29 Jul 2021 

Fortis' key risk to future earnings is regulatory uncertainty. The company faces regulatory risks that 

create uncertainties around costs and allowed returns, especially given the significant capital 

expenditure plan through 2025. Fortis is also exposed to political and economic instability at its 

Caribbean operations. 

The company's acquisitive streak raises the risk that it will overpay for regulated U.S. assets. 

Shareholders must be mindful of the strategic benefits for any acquisition. However, management's 

recent pivot to focusing on the company's strong internal growth opportunities helps mitigates this risk. 

We believe FEAC's formula rate-setting methodology is most stable and least subject to political 

influence of any utility regulation in the U.S. 

Fortis operates natural gas distribution utilities. While we think natural gas will remain vital for heating 

and electricity generation across its service territories for the forseeable future, there is risk that 

policymakers expedite the shift away from natural gas. 

Fortis faces ESG risk, although we consider its risk lower than its peers' since only 5% of Fortis' assets 

are fossil fuel. Across its service territories, regulators and politicians are embracing tighter policies on 

carbon emissions and greater restrictions on coal generation. Fortis is addressing this risk through its 

base capital investment program, 1.1 GW of planned coal retirements. and the addition of 2.4 GW of 

renewable generation and 1.4 GW of battery storage. Fortis' goal to reduce carbon emissions by 75% by 

(D Momilgstar 2021. AU Ri�ts Res«ved. Unless othe1wise pravioeil in a sepa1a1e agreement. you m!y use this report only in the counl,y in which its original disuibulOJ is based. The information. dala, a!lillyses and 
opinions l)lcscmed he1oin do not cons1ilu1e investmen1 advice: a,e p1ovided M>Jety for infomlcllt0nal pu,poses and the1elo,e a,e 001 an otfe, 10 buyo, sell a serurily; and a,e 001 wa,ranted to be correct. complete or 
accura:e. l�e opintonS cq11essed a11 as of the dale ,winen and a,e sooiea 10 change "1thout notit:e. Empt as 01he1wise requited by law, �iolningstai WI not be responsillle !Of any uading decisioos. damages Of 
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2035 is in line with its uti lity peers. Regulators across its jurisdictions are supporting this transition. 

As with all regulated utilities, Fortis faces the risk of an inflationary environment that would raise 

borrowing costs and make other investments more attractive for income-seeking investors. 

Capital Allocation Andrew Bischof, CFA, CPA, Senior Equity Analyst, 29 Jul2021 

We assign Fortis a Standard capital allocation rating. The rating reflects our assessment of Fortis' 

balance sheet strength, management's investment decisions, and plans to return capital to 

shareholders, 

We forecast the company will payout approximately 70% of earnings through dividends in our five-year 

outlook, a level we view as appropriate given the high quality and relatively stable nature of Fortis' 

regulated assets. We expect the balance sheet to remain strong, in line with its regulatory requirements 

and supported by the company's low revenue cyclicality and operating leverage. We expect the 

company's investment strategy to focus on growing through investments in regulated assets, which we 

th ink is a reasonable approach. 

Management has a history for dealmaking in the U,S" but we think Fortis' shareholders are better off if 

management focuses on reinvesting capital in the company's long list of internal growth opportunities 

and growing the dividend 6% annually through 2025. We continue to be impressed with management's 

execution on its capital investment plan and ability to identify new investment opportunities. 

Management's good regulatory re lationships have allowed it to earn at or near its allowed returns. 

Prior CEO Barry Perry retired at the end of 1020 and served shareholders well, Perry was responsible fo r 

integrating Fortis' largest acquisition, lTC, which positioned the company well for moaty transmission 

investments. We think shareholders benefited from Perry's recent focus on internal growth 

opportunities. We were impressed with his execution on Fortis' capita l investment plan and continua l 

identification of new investment opportunities. 

Replacing Perry is David Hutchens, previously Chief Operating Officer and CEO of UNS EneTgy, We think 

Hutchens is a strong replacement for Perry and expect him to continue the company's focus on 

executing the company's long line of internal growth opportunities, 

Analyst Notes Archive 

Fortis Positioned Well for Transmission Build, Reports First·Quarter Earnings Andrew Bischof, CFA, 

CPA, Senior Equity Analyst, 5 May 2021 

We are reaffirming our CAD 56 fai r va lue estimate and our narrow moat and stable moat trend ratings 

after Fortis reported first-quarter adjusted earnings of CAD 0,)) per share compared with CAD 0,6B in 

the same year-ago period, Management reaffirmed its 6% dividend growth expectations through 1025, 
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Transmission remains a significant opportunity, both under the Biden administration's infrastructure 

goals and extensive need outlined by the Midcontinent Independent System Operator's long-range 

transmission road map released earlier this year. Fortis' largest near-term opportunity is the proposed 

$2.7 billion Lake Erie Connector project. In April, the Canada Infrastructure Bank announced that it 

would fund up to 40% of the project. The project is fully permitted in the U.S. and Canada, with service 

agreements needed to further advance the project. Similar with management's past approach, the 

project is not included in its current five-year CAD 19.6 billion capital investment plan. 

In April. the Federal Energy Regulatory Commission issued a supplemental notice of proposed 

rulemaking, or NOPR, that proposes to eliminate the 50-basis-point adder currently given to regional 

transmission organization, or RTO, members, like ITC. There is no time frame for a final decision, but in 

our opinion, the ruling conflicts with the critical transmission needs to support the current 

administration's renewable energy policy agenda. If FERG were to finalize the NOPR, we expect 

litigation based on the Federal Power Act requirement to provide incentives to utilities that belong to an 

RTO. We currently do not incorporate the 50-basis-point reduction in our fair value estimate, given 

previous NOPR proposed additional adders. Removing the adder would reduce our fair value estimate 

by about CAD 1 per share. 

Earnings in the quarter benefited from new rates at Tucson Electric and capital investments across its 

portfolio. The company is on track to invest CAD 3.8 billion in the current year. 

Fortis' ITC Well Positioned to Benefit Under Biden's $2 Trillion Infrastructure Plan Andrew Bischof, 

CFA, CPA, Senior Equity Analyst, 1 Apr 2021 

We are reaffirming our CAD 56 fair value estimate for Fortis after President Joe Biden released his $2 

trillion infrastructure plan. 

The $2 trillion, eight-year plan includes $100 billion to modernize the electric grid while also supporting 

the administration's goal of achieving 100% carbon-free electricity by 2035. The package would provide 

an investment tax credit to encourage at least 20 gigawatts of transmission to support the integration of 

renewable generation. The package would also create a Grid Deployment Authority at the Department 

of Energy, with the aim of using existing rights of way to support transmission line development. 

Permitting new transmission projects has been an obstacle. 

Fortis is one of the largest transmission and distribution operators in the United States after acquiring 

ITC in 2016. ITC represents over one fourth of the company's five-year, CAD 19.6 billion capital plan, 

supporting our 6% earnings growth estimate. Management has continued to find additional 

opportunities at the unit, with the current plan focused on reliability, capacity increases, and integration 
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of renewables. The Lake Erie Connector project. further integration of renewable capacity, and regional 

transmission projects are potential opportunities above ITC's current capital plan. Proposed federal 

incentives for transmission could increase ITC's backlog of potential development projects. We continue 

to view ITC as Fortis' most beneficial acquisition after a series of acquisitions under previous CEO Barry 

Perry. 

To pay for the infrastructure plan, the corporate tax rate would increase to 28%. Similar to its peers, 

regulators across Fortis' service territory would allow for higher taxes to be passed along to customers, 

limiting the financial impact of any corporate tax increase. Fortis successfully worked with regulators to 

pass along corporate tax savings when Donald Trump's administration lowered the corporate rate. 

Fortis Navigates 2020 Well; Reports Full-Year Earnings Andrew Bischof, CFA, CPA, Senior Equity 

Analyst, 12 Feb 2021 

We are reaffirming our CAD 56 fair value estimate, along with our narrow economic moat and stable 

moat trend ratings, after Fortis reported full-year adjusted earnings of CAD 2.57 per share compared 

with CAO 2.55 in the year-ago period. Management reaffirmed 6% dividend growth expectations 

through 2025, and in line with our estimates. We expect rate-base growth to slightly outpace dividend 

growth through this time frame. 

Fortis' CAD 19.6 billion 2021-25 planned spending supports our long-term growth expectations. Fortis' 

CAD 4.2 billion of capital investments drove 8% rate-base growth in 2020, with the rate base ending the 

year at CAD 30.5 billion. Beyond the company's five-year program, management notes additional 

opportunities of 2.4 gigawatts of wind and solar generation and 1.4 GW of battery storage as the 

company aims to meet its target of 75% carbon emission reductions by 2035. The company plans to be 

coal-free by 2032, retiring over 1 GW of generation. The company's transmission ITC subsidiary is well­

positioned to benefit from the infrastructure necessary to support the U.S. renewable energy transition. 

In Arizona, the company received a constructive settlement in its rate case. While the 9.15% allowed 

return is low, the company received a higher equity component and additional tracking mechanisms 

that will support growth and reduce regulatory lag. The tax expense adjustment mechanisms will allow 

flow-through of income tax effects related to tax legislation. 

Regulatory mechanisms at ITC, Central Hudson, and Western Canada protected Fortis from the financial 

effects of sales fluctuations from the coronavirus. At UNS, retail sales were up 5%, aided by weather 

and strong residential sales. Caribbean sales were lower due to a decline in tourism. Strength at its 

regulated utilities was offset by the dilution of shares issued in fourth-quarter 2019. Management plans 

no new equity through 2025 apart from the company's dividend reinvestment plan. 

Utilities Well Positioned as Biden Starts Work on Green Agenda Andrew Bischof, CFA, CPA, Senior 
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Equity Analyst. 21 Jan 2021 

We are reaffirming our fair value estimates, moat ratings, and moat trend ratings for U.S. utilities after 

President Joe Biden kicked off his envi ronmenta l policymaking efforts. We consider the sector fairly 

valued. 

We believe tighter environmental regulations are a net positive for most utilities. Growth investments in 

renewable energy. grid modernization. and electric vehicles should outweigh higher regulatory. 

operational, and financial risk. We forecast that the U.S. utilities we cover will invest $656 bi llion over 

the next five years, more than consensus expects and up from the $541 billion spent in the past five 

years. This supports our 5.5% average annual industry earnings growth outlook through 2024. 

Biden's recommitment to the 2015 Paris Agreement won't have a material near-term impact on utilities. 

Most utilities' investment plans already reflect similar climate goals with support from state regulators 

and policymakers. 

Investors should watch Biden's approach as the third president this decade to propose power plant 

emissions regulations. Courts have set a narrow path between Barack Obama's Clean Power Plan, 

which the Supreme Coun stayed in 2016. and Donald Trump's Affordable Clean Energy rule. which was 

vacated by appeal on Jan. 19. We think it wi ll be even tougher to get emissions legislation through 

Congress. 

We expect emissions-reduction investments will remain a key growth driver for utilities because of state 

policies and demand from customers and investors. As the federal government has dithered. power 

plant carbon emissions have fa llen 25% during the last decade due to economics and state 

policymaking. We forecast that natural gas generation will continue stealing market share from coal 

and renewable energy will double its market share by 2030. 

We agree with consensus that Biden 's interim goal of net-zero carbon emissions for the power industry 

by 2035 is unachievable with current technology and potential cost. A 2050 goal is more reasonable. 

Fortis 2020 Capital Investment Program on Track; Reports Third-Quarter Earnings Andrew Bischof. 

CfA. CPA. Senior Equity Analyst. 30 Oct 2020 

We are reaffirming our CAD 56 fair value estimate, along with our narrow economic moat and stable 

moat trend ratings. after fortis reported th ird-quarter adjusted earnings of CAD 0.65 per share 

compared with CAD 0.66 in the year-ago period. fortis recently announced a 5.8% dividend increase. 

consistent with management's 6% annual dividend growth guidance through 2025 and in line with our 

estimates. We expect rate base growth to slightly outpace dividend growth through this time frame. 

Revenue across lTC, Central Hudson, and Western Canada was mixed, however, regulatory mechanisms 
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protect the financial impact of sales fluctuations mitigating any earnings impact. Western Canada saw 

the sharpest declines, with revenue up at ITC and Central Hudson. Revenue not protected by regulatory 

mechanisms, which account for approximately 37% of sales, increased 3%, with UNS experiencing 

sharply higher sales from favorable weather. 

Fortis recently increased its five-year capital investment program by CAD 800 million, for a combined 

CAD 19.6 billion 2021-25 planned spend. This continues management's impressive run in identifying 

additional growth opportunities. Fortis' planned CAD 4.3 billion in capital spend for 2020 remains on 

track despite pandemic headwinds. Management will fund the company's capital plan mostly with cash 

from operations and debt, with 6% funded by the company's DRIP. 

At the upcoming virtual EEi conference, we expect management to discuss potential capital investment 

opportunities beyond the updated five-year plan, progress on key regulatory proceedings, and election 

implications. We also expect to hear from David Hutchens, who will take the reins from longtime CED 

Barry Perry. We find Hutchens to be a strong replacement for Perry and expect him to continue the 

company's focus on executing a long line of internal growth opportunities. 

Fortis Continues to Find Growth Opportunities; CEO Perry to Retire Andrew Bischof, CFA, CPA, Senior 

Equity Analyst, 23 Aug 2020 

We are increasing our fair value estimate for Fortis to CAD 56 per share from CAD 54 after Fortis 

announced its new five-year capital investment plan. Management reaffirmed its 6% dividend guidance 

through 2024, in line with our estimates. 

We expect rate base growth to slightly outpace dividend growth across our five-year outlook. Our 

narrow economic moat and stable moat trend ratings remain unchanged. Our fair value increase was 

equally weighted between new investment opportunities and time-value appreciation since our last 

update. 

The company's $19.6 billion capital investment plan in 2021-25 is up $800 million from its prior five-year 

capital plan, extending an impressive run during which management continues to identify internal 

growth opportunities. ITC will invest $5.1 billion over this time period with significant opportunities to 

interconnect renewable energy to the grid, which ITC currently forecasts at 2.6 gigawatts. 

Fortis BC announced two large infrastructure projects, Tilbury resiliency tank and advanced metering 

infrastructure. UNS Energy will continue distribution investments and transitioning to renewable 

energy. Fortis also has numerous additional capital investment opportunities across its utilities, with ITC 

and UNS having the largest opportunities. 

Fortis' strong balance sheet will fund the capital investment, with 61% coming from cash from 
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operations and 33% from debt. The remainder will be funded by the company's dividend reinvestment 

program. 

Fortis also announced that President and CEO Barry Perry will retire. Replacing Perry is Chief Operating 

Officer and UNS Energy CEO David Hutchens. effective Jan. 1, 2021. Perry led the integration of Fortis' 

largest acquisition. ITC. which positioned the company well for moaty transmission investments. 

Shareholders have benefited from Perry's recent focus on internal growth. including executing Fortis' 

capital investment plan and identifying new investment opportunities. I,\! 
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Competitors Price vs. Fair Value 
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Morningstar Historical Summary 

Financials as of 31 Mar 2021 
Fiscal Year, ends 31 Dec 2011 2012 2013 2014 2015 2016 2017 2018 2019 

Revenue (CAD Mil) 3,738 3,654 4,047 5.401 6,757 6,838 8,301 8,390 8,783 
Revenue Growth% 2.2 -2.3 10.8 33.5 25.1 1.2 21.4 1.1 4.7 
EBITDA (CAO Mill 1,248 1,286 1,385 1,713 2,516 2,519 3,806 3,668 4,526 
EBITDA Margin % 33.4 35.2 34.2 31.7 37.2 36.8 45.9 43.7 51.5 
Operating Income (CAD Mil) 775 794 852 1,023 1,419 1,483 2,511 2,365 2.461 
Operating Mar9in % 20.7 21.7 21.1 18.9 21.0 21.7 30.3 28.2 28.0 
Net Income (CAD Mil) 357 362 410 379 805 660 1,028 1,166 1,722 
Net Margin% 8.3 8.6 8.7 5.9 10.8 8.6 11.6 13.1 18.8 
Diluted Shares Outstanding (Mill 190 197 209 226 285 313 416 425 438 
Diluted Earnings Per Share (CADI 1.70 1.65 1.73 1.40 2.59 1.89 2.31 2.59 3.78 
Dividends Per Share (CAD) 1.16 1.20 1.24 1.28 1.40 1.53 1.63 1.73 1.83 

Valuation as of 30 Jun 2021 
2011 2012 2013 2014 2015 2016 2017 2018 2019 

Price/Sales 1.6 1.8 1.6 1.7 1.5 1.9 2.3 2.3 2.7 
Price/Earnings 19.0 20.7 18.9 27.9 14.6 22.2 18.5 19.9 14.8 
Price/Cash Flow 7.0 6.9 7.1 9.8 6.5 6.6 7.6 6.8 9.1 
Dividend Yield% 3.48 3.51 4.07 3.29 3.73 3.68 3.52 3.79 3.39 
Price/Book 1.7 1.6 1.4 2.2 1.3 2.1 1.4 1.4 1.6 
EV/EBITDA 10.0 10.9 11.0 15.3 9.6 12.1 11.1 12.0 11.1 

Operating Perfo rmance/ Profitability as of 31 Mar 2021 
Fiscal Year, ends 31 Dec 2011 2012 2013 2014 2015 2016 2017 2018 2019 
ROA% 2.3 2.2 2.2 1.4 2.7 1.5 2.0 2.2 3.1 
ROE% 8.7 8.1 8.1 5.5 9.8 5.6 7.3 7.8 10.4 

ROIC% 6.3 6.2 6.3 5.1 6.1 4.1 4.4 5.2 6.4 
Asset Turnover 0.3 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2 
Financial leverage 
Fiscal Year, ends 31 Dec 2011 2012 2013 2014 2015 2016 2017 2018 2019 

Debt/Capital % 56.5 54.9 53.4 54.6 53.4 59.4 58.5 58.8 54.3 
Equity/Assets% 26.9 26.7 26.6 26.2 28.0 27.1 28.0 28.1 31.7 
Total Debt/EBITDA 6.4 6.5 7.1 8.5 6.0 10.2 6.5 7.5 5.6 
EBITDA/lnterest E.xpense 3.3 3.3 3.4 3.0 4.3 3.7 4.2 3.8 4.4 

Morningstar Analyst Historical/Forecast Summary as of 29 Jul 2021 
Financials Estimates Forward Valuation 
Fiscal Year, ends 31 Dec 2019 2020 2021 2022 2023 2019 2020 

Price/Sales 2.8 2.7 
Revenue (CAD I 8.78 8.94 9.36 9.78 10.17 Price/Earnings 21.1 20.0 
Revenue Growth% 4.7 1.7 4.8 4.5 4.0 Price/Cash Flow -26.1 -19.1 
EBITDA (CAD Mil) 4,388 3,936 4,282 4,624 4,935 Dividend Yield % 3.40 3.73 
EBITDA Margin % 50.0 44.1 45.8 47.3 48.5 Price/Book 

Operating Income (CAD Mil) 3,038 2,508 2.759 3,004 3,218 EV/EBITDA 11.5 12.9 

Operating Margin % 34.6 28.1 29.5 30.7 31.6 
Net Income (CAD Mill 1,114 1,209 1,316 1,415 1,521 
Net Mar9in % 12.7 13.5 14.1 14.5 15.0 
Diluted Shares Outstanding (Mil) 437 465 468 472 476 

Diluted Earnings Per Share(CAO) 2.55 2.60 2.82 3.00 3.19 

Dividends Per Share(CADI 1.83 1.94 2.05 2.17 2.30 
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Research Methodology for Valuing Companies 

Overview 

At the heart of our valuation system is a detailed projec­

tion of a company's future cash flows, resulting from our 

analysts' research. Analysts create custom industry and 

company assumptions to feed income statement, balance 

sheet, and capital investment assumptions into our glob­

ally standardized, proprietary discounted cash flow, or 

DCF, modeling templates. We use scenario analysis, inde­

pth competitive advantage analysis, and a variety of other 

analytical tools to augment this process. Moreover, we 

think analyzing valuation through discounted cash flows 

presents a better lens for viewing cyclical companies. 

high-growth firms, businesses with finite lives (e.g., 

mines). or companies expected to generate negative 

earnings over the next few years. That said, we don't dis­

miss multiples altogether but rather use them as support­

ing cross-checks for our DCF-based fair value estimates. 

We also acknowledge that DCF models otter their own 

challenges (including a potential proliferation of estim­

ated inputs and the possibility that the method may miss 

shomerm market-price movements), but we believe these 

negatives are mitigated by deep analysis and our 

longterm approach. 

Morningstar's equity research group ("we," "our") be­

lieves that a company's intrinsic worth results from the 

future cash flows it can generate. The Morningstar Rating 

for stocks identifies stocks trading at a discount or premi­

um to their intrinsic worth-or fair value estimate, in 

Morningstar terminology. Five-star stocks sell for the 

biggest risk adjusted discount to their fair values, where­

as 1-star stocks trade at premiums to their intrinsic worth. 

Four key components drive the Morningstar rating: (1) our 

assessment of the firm's economic moat. (2) our estimate 

of the stock's fair value, (3) our uncertainty around that 

fair value estimate and (4) the current market price. This 

process ultimately culminates in our singlepoint star rat­

ing. 

1. Economic Moat

The concept of an economic moat plays a vital role not

only in our qualitative assessment of a firm's long-term

investment potential, but also in the actual calculation of

our fair value estimates. An economic moat is a structural

feature that allows a firm to sustain excess profits over a

long period of time. We define economic profits as re-

timate of a firm's cost of capital, or weighted average 

cost of capital (or WACC). Without a moat, profits are 

more susceptible to competition. We have identified five 

sources of economic moats: intangible assets, switching 

costs, network effect, cost advantage, and etticient scale. 

Companies with a narrow moat are those we believe are 

more likely than not to achieve normalized excess returns 

for at least the next 10 years. Wide-moat companies are 

those in which we have very high confidence that excess 

returns will remain for 10 years, with excess returns more 

likely than not to remain for at least 20 years. The longer 

a firm generates economic profits, the higher its intrinsic 

value. We believe low-quality, no-moat companies will 

see their normalized returns gravitate toward the firm's 

cast of capital more quickly than companies with moats. 

When considering a company's moat, we also assess 

whether there is a substantial threat of value destruction, 

stemming from risks related to ESG, industry disruption, 

financial health, or other idiosyncratic issues. In this con­

text, a risk is considered potentially value destructive if its 

occurrence would eliminate a firm's economic profit on a 

cumulative or midcycle basis. If we deem the probability 

of occurrence sufiiciently high, we would not characterize 

the company as possessing an economic moat. 

To assess the sustainability of excess profits, analysts per­

form ongoing assessments of the moat trend. A firm's 

moat trend is positive in cases where we think its sources 

of competitive advantage are growing stronger; stable 

where we don't anticipate changes to competitive ad­

vantages over the next several years; or negative when 

we see signs of deterioration. 

2. Estimated Fair Value

Combining our analysts' financial forecasts with the

firm's economic moat helps us assess how long returns

on invested capital are likely to exceed the firm's cost of

capital. Returns of firms with a wide economic moat rat­

ing are assumed to fade to the perpetuity period aver a

longer period of time than the returns of narrow-moat

firms, and both will fade slower than no-moat firms, in­

creasing our estimate of their intrinsic value.

Our model is divided into three distinct stages: 

turns on invested capital (or ROIC) over and above our es- Stage I: Explicit Forecast 
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In this stage, which can last five to 10 years. analysts 

make full financial statement forecasts, including items 

such as revenue. profit margins, tax rates, changes in 

workingcapital accounts, and capital spending. Based on 

these projections, we calculate earnings before interest. 

after taxes (EBI) and the net new investment INN!) to de­

rive our annual free cash flow forecast. 

Stage II: Fade 

The second stage of our model is the period it will take 

the company's return on new invested capital-the re­

turn on capital of the next dollar invested l"RONIC")-to 

decline (or rise) to its cost of capital. During the Stage II 

period, we use a formula to approximate cash flows in 

lieu of explicitly modeling the income statement, balance 

sheet, and cash flow statement as we do in Stage I. The 

length of the second stage depends on the strength of 

the company's economic moat. We forecast this period to 

last anywhere from one year (for companies with no eco­

nomic moat) to 10-15 years or more (for wide-moat com­

panies). During this period, cash flows are forecast using 

four assumptions: an average growth rate for EBI over the 

period, a normalized investment rate, average return on 

new invested capital (RONIC). and the number of years 

until perpetuity, when excess returns cease. The invest­

ment rate and return on new invested capital decline un­

til a perpetuity value is calculated. In the case of firms 

that do not earn their cost of capital, we assume marginal 

ROICs rise to the firm's cost of capital (usually attribut­

able to less reinvestment), and we may truncate the 

second stage. 

Stage Ill: Perpetuity 

Once a company's marginal ROIG hits its cost of capital, 

we calculate a continuing value, using a standard per­

petuity formula. At perpetuity, we assume that any 

growth or decline or investment in the business neither 

creates nor destroys value and that any new investment 

provides a return in line with estimated WACC. 

Because a dollar earned today is worth more than a dollar 

earned tomorrow, we discount our projections of cash 

flows in stages I, 11, and Ill to arrive at a total present 

value of expected future cash flows. Because we are 

modeling free cash flow to the firm-representing cash 

available to provide a return to all capital providers-we 

discount future cash flows using the WACC, which is a 

weighted average of the costs of equity, debt. and pre­

ferred stock land any other funding sources), using ex­

pected future proportionate long-term, market-value 

weights. 

3. Uncertainty Around That Fair Value Estimate

Morningstar's Uncertainty Rating captures a range of

likely potential intrinsic values for a company and uses it

to assign the margin of safety required before investing,

which in turn explicitly drives our stock star rating system.

The Uncertainty Rating represents the analysts' ability to
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Research Methodology for Valuing Companies 

bound the estimated value of the shares in a company 

around the Fair Value Estimate, based on the character­

istics of the business underlying the stock. including oper­

ating and financial leverage, sales sensitivity to the over­

all economy, product concentration, pricing power, expos­

ure to material ESG risks, and other company-specific 

factors. 

Analysts consider at least two scenarios in addition to 

their base case: a bull case and a bear case. Assumptions 

are chosen such that the analyst believes there is a 25% 

probability that the company will perform bener than the 

bull case. and a 25% probability that the company will 

perform worse than the bear case. The distance between 

the bull and bear cases is an important indicator of the 

uncertainty underlying the fair value estimate. In cases 

where there is less than a 25% probability of an event, 

but where the event could result in a material decline in 

value, analysts may adjust the uncertainty rating to re­

flect the increased risk. Analysts may also make a fair 

value adjustment to reflect the impact of this event. 

Our recommended margin of safety widens as our uncer­

tainty of the estimated value of the equity increases. The 

more uncertain we are about the estimated value of the 

equity, the greater the discount we require relative to our 

estimate of the value of the firm before we would recom­

mend the purchase of the shares. In addition. the uncer­

tainty rating provides guidance in portfolio construction 

based on risk tolerance. 

Our uncertainty ratings for our qualitative analysis are 

low, medium, high, very high, and extreme. 

Margin of Safety 

Qualitative Analysis 
Uncertainty Ratings *****Rating *Rating

Low 20% Discount 25% Premium 

Medium 30% Discount 35% Premium 

High 40% Discount 55% Premium 

Very High 50% Discount 75% Premium 

Extreme 75% Discount 300% Premium 

4. Market Price

The market prices used in this analysis and noted in the 

report come from exchange on which the stock is listed 

which we believe is a reliable source. 

For more details about our methodology, please go to 

hnps://sharel1olders.morni ngstar .com. 

Morningstar Star Rating for Stocks 

Once we determine the fair value estimate of a stock, we 

compare it with the stock's current market price on a 

daily basis, and the star rating is automatically re-calcu­

lated at the market close on every day the market on 

which the stock is listed is open. Our analysts keep close 

Morningstar Equity Research Star Rating Methodology 
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tabs on the companies they follow, and, based on thor 

ough and ongoing analysis, raise or lower their fair value 

estimates as warranted. 

Please note, there is no predefined distribution of stars. 

That is. the percentage of stocks that earn 5 stars can 

fluctuate daily, so the star ratings, in the aggregate, can 

serve as a gauge of the broader market's valuation. When 

there are many 5-star stocks, the stock market as a whole 

is more undervalued, in our opinion, than when very few 

companies garner our highest rating. 

We expect that if our base-case assumptions are true the 

market price will converge on our fair value estimate over 

time generally within three years (although it is im­

possible to predict the exact time frame in which market 

prices may adjust). 

Our star ratings are guideposts to a broad audience and 

individuals must consider their own specific investment 

goals, risk tolerance, tax situation, time horizon, income 

needs, and complete investment portfolio, among other 

factors. 

The Morningstar Star Ratings for stocks are defined be­

low: 

***** We believe appreciation beyond a fair risk ad­

justed return is highly likely over a multiyear time frame. 

Scenario analysis developed by our analysts indicates 

tl1at the current market price represents an excessively 

pessimistic outlook, limiting downside risk and maximiz­

ing upside potential. 

**** We believe appreciation beyond a fair risk-ad­

justed return is likely. 

*** Indicates our belief that investors are likely to re­

ceive a fair risk-adjusted return (approximately cost of 

equity). 

** We believe investors are likely to receive a less than 

fair risk-adjusted return. 

* Indicates a high probability of undesirable risk-adjus­

ted returns from the current market price over a multiyear

time frame, based on our analysis. Scenario analysis by

our analysts indicates that the market is pricing in an ex­

cessively optimistic outlook, limiting upside potential and

leaving the investor exposed to Capital loss.

Other Definitions 

Last Price: Price of the stock as of the close of the mar­

ket of the last trading day before date of the report. 

Capital Allocation Rating: Our Capital Allocation (or 

Stewardship) Rating represents our assessment of the 

quality of management's capital allocation, with particu­

lar emphasis on the firm's balance sheet, investments, 

and shareholder distributions. Analysts consider compan­

ies' investment strategy and valuation, balance sheet 

management, and dividend and share buyback policies. 

Corporate governance factors are only considered if they 

are likely to materially impact shareholder value, though 

either the balance sheet. investment. or shareholder dis­

tributions. Analysts assign one of three rattngs: "Exem-
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plary", "Standard", or "Poor". Analysts judge Capital Alloc­
ation from an equity holde(s perspective. Ratings are de­
termined on a forward looking and absolute basis. The 
Standard rating is most common as most managers will 
exhibit neither exceptionally strong nor poor capital alloc­
ation. 

Capital Allocation (or Stewardship) analysis published pri­
or to Dec. 9, 2020, was determined using a different pro­
cess. Beyond investment strategy, financial leverage, and 
dividend and share buyback policies, analysts also con­
sidered execution. compensation, related party transac­
tions, and accounting practices in the rating. 

Risk Warning 
Please note that investments in securities are subject to 
market and other risks and there is no assurance or guar­
antee that the intended investment objectives will be 
achieved. Past performance of a security may or may not 
be sustained in future and is no indication of future per· 
formance. A security investment return and an investor's 
principal value will fluctuate so that, when redeemed, an 
investor's shares may be wor1h more or less than their 
original cost. A security's current investment performance 
may be lower or higher than the investment performance 
noted within the report. Morningstar's Uncerlainty Rating 
serves as a useful data point with respect to sensitivity 
analysis of the assumptions used in our determining a fair 
value price. 

General Disclosure 
Unless otherwise provided in a separate agreement. 1e­
cipients accessing this report may only use it in the coun­
try in which the Morningstar distributo1 is based. Unless 
stated otherwise, the 01iginal distributor of the repor1 is 
Morningstar Research Services LLC, a U.S.A. domiciled 
financial institution. 

This reporl is for informational purposes only and has no 
regard to the specific investment objectives, financial 
situation or particular needs of any specific recipient. This 
publication is intended to provide information to assist in­
stitutional investors in making their own investment de· 
cisions, not to provide investment advice to any specific 
investor. Therefore. investments discussed and rncom• 
mendations made herein may not be suitable for all in· 
vestors: recipients must exercise their own independent 
judgment as to the suitability of such investments and re­
commendations in the light of their own investment ob­
jectives, experience. taxation status and financial posi­
tion. 

The information, data, analyses and opinions presented 
herein a1e not warranted to be accurate, correct, com· 
plete or timely. Unless otherwise provided in a separate 
agreement, neither Morningstar, Inc. or the Equity Re-

search Group represents that the report contents meet all 
of the presentation and/or disclosure standards applic­
able in the jurisdiction the recipient is located. 

Except as otherwise required by law 01 provided for in a 
separate agreement, the analyst, Morningstar, Inc. and 
the Equity Research Group and their officers, directors 
and employees shall not be responsible or liable for any 
trading decisions, damages or other losses resulting from, 
or related to, the information, data, analyses or opinions 
within the reporl. The Equity Research Group encourages 
recipients recipients of this report to read all relevant is­
sue documents (e.g., prospectus) per1aining to the secur­
ity concerned, including without limitation, information 
relevant to its investment objectives, risks, and costs be­
fore making an in vestment decision and when deemed 
necessary, to seek the advice of a legal, tax, and/or ac· 
counting professional. 

The Repor1 and its contents are not directed to, or inten­
ded for distribution to or use by, any person or entity who 
is a citizen or resident of or located in any locality, state, 
country or other jurisdiction where such distribution, pub­
lication, availability or use would be contrary to law or 
regulation or which would subject Morningstar, Inc. or its 
affiliates to any registration or licensing requirements in 
such jurisdiction. 

Where this reporl is made available in a language other 
than English and in the case of inconsistencies between 
the English and translated ve1sions of the report, the Eng­
lish version will control and supersede any ambiguities 
associated with any part or section of a 1epor1 that has 
been issued in a foreign language. Neither the analyst, 
Morningstar, Inc., or the Equity Research Group guaran­
tees the accuracy of the translations. 

This report may be distributed in cer1ain localities, coun­
tries and/or jurisdictions ("Territories") by independent 
third parties or independent intermediaries and/or distrib· 
utors ("Distributors"). Such Distributors are not acting as 
agents or representatives of the analyst, Morningstar. 
Inc. or the Equity Research Group. In Territories whe1e a 
Distributor distributes our report, the Distributor is solely 
responsible for complying with all applicable regulations, 
laws, rules, circulars, codes and guidelines established by 
local and/or regional regulatory bodies. including laws in 
connection with the distribution third-party research re­
ports. 

Conflicts of Interest 
► No interests are held by the analyst with respect to the

security subject of this investment research report.
► Morningstar, Inc. may hold a long position in the se­

curity subject of this investment research report that
exceeds 0.5% of the total issued share capital of the
security. To determine if such is the case. please click
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http:f/msi.morningstar.com and 
http://mdi.morningstar.com. 

► Analysts' compensation is derived from Morningstar.
lnc.'s overall earnings and consists of salary, bonus
and in some cases restricted stock.

► Neither Morningstar. Inc. or the Equity Research Grnup
receives commissions for providing research nor do
they charge companies to be rated.

► Neither Morningstar, Inc. or the Equity Research Group
is a market maker or a liquidity provider of the security
noted within this report.

► Neither Morningstar, Inc. or the Equity Research Group
has been a lead manager or co-lead manager over the
previous 12-months of any publicly disclosed offer of
financial instruments of the issuer.

► Morningstar, lnc.'s investment management group
does have a1rangements with financial institutions to
provide portfolio management/investment advice some
of which an analyst may issue investment research re­
ports on. However, analysts do not have authority over
Morningstar's investment management group's busi­
ness arrangements nor allow employees from the in­
vestment management group to participate or influ­
ence the analysis or opinion prepared by them. 

► Morningstar, Inc. is a publicly traded company (Ticker
Symbol: MORN) and thus a financial institution the se­
curity of which is the subject of this reporl may own
more than 5% of Morningstar, lnc.'s total outstanding
shares. Please access Morningstar, lnc.'s proxy state•
ment, "Security Ownership of Certain Beneficial Own­
ers and Management" section http:/ /investorrelations.
morningstar.com/sec.cfm?doctype=Proxy&year=&x=
12.

► Morningstar, Inc. may provide the product issuer or its
related entities with services or products for a fee and
on an arms' length basis including software products
and licenses, research and consulting services, data
services. licenses to republish our ratings and research
in their promotional material, event sponsorship and
website advertising.

Furthe1 information on Morningstar, lnc.'s conflict of in· 
te res t  po l i c i e s  i s  av a i l a b le f rom ht tp s:1/ 
shareholders.morningstar.com. Also, please note analysts 
are subject to the CFA lnstitute's Code of Ethics and 
Standards of Professional Conduct. 

For a list of securities which the Equity Research Group 
currently covers and provides written analysis on please 
contact your local Morningstar office. In addition, fo1 his• 
torical analysis of securities covered, including their fair 
value estimate, please contact your local office. 

For Recipients in Australia: This Repor1 has been issued 
and distributed in Australia by Morningstar Australasia 
Pty Ltd (ABN: 95 090 665 544; ASFL: 240892]. Morning• 
star Australasia Pty Ltd is the provider of the general ad· 
vice ('the Service') and takes responsibility for the produc-
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tion of this repon. The Service is provided through the re­

search of investment products. 

To the extent the Report contains general advice it has 

been prepared without reference to an investor's object­

ives. financial situation or needs. Investors should con­

sider the advice in light of these matters and. if applic­

able. the relevant Product Disclosure Statement before 

making any decision to invest. Refer to our Financial Ser­

vices Guide (FSG) for more information at hnp:// 

www.morningstar.com.au/fsg.pdf. 

For Recipients in Hong Kong: The Report is distributed 

by Morningstar Investment Management Asia Limited. 

which is regulated by the Hong Kong Securities and Fu­

tures Commission to provide services to professional in­

vestors only. Neither Morningstar Investment Manage­

ment Asia Limited. nor its representatives. are acting or 

will be deemed to be acting as an investment prolession­

al to any recipients of this information unless expressly 

agreed to by Morningstar Investment Management Asia 

Limited. For enquiries regarding this research. please con­

tact a Morningstar Investment Management Asia Limited 

Licensed Representative at https://shareholders.morning­

star.com. 

For recipients in India: This Investment Research is is­

sued by Morningstar Investment Adviser India Private 

Limited. Morningstar Investment Adviser India Private 

Limited is registered with the Securities and Exchange 

Board of India (Registration number INA000001357) and 

provides investment advice and research. Morningstar In­

vestment Adviser India Private Limited has not been the 

subject of any disciplinary action by SEBI or any other leg­

al/regulatory body. Morningstar Investment Adviser India 

Private Limited is a wholly owned subsidiary of Morning­

star Investment Management LLC. In India. Morningstar 

Investment Adviser India Private Limited has one asso­

ciate. Morningstar India Private Limited. which provides 

data related services. financial data analysis and software 

development. The Research Analyst has not served as an 

officer. director or employee of the fund company within 

the last 12 months. nor has it or its associates engaged in 

market making activity for the fund company. 

•The Conflicts of Interest disclosure above also applies to

relatives and associates of Manager Research Analysts in 

India # The Conflicts of Interest disclosure above also ap­

plies to associates of Manager Research Analysts in In­

dia. The terms and conditions on which Morningstar In­

vestment Adviser India Private Limited offers Investment 

Research to clients. varies from client to client. and are 

detailed in the respective client agreement. 

For recipients in Japan: The Report is distributed by Ib­

botson Associates Japan. Inc .. which is regulated by Fin­

ancial Services Agency. Neither Ibbotson Associates Ja­

pan. Inc .. nor its representatives. are acting or will be 

deemed to be acting as an investment professional to any 

recipients of this information. 

For recipients in Singapore: For Institutional Investor 

audiences only. Recipients of this repon should contact 

their financial professional in Singapore in relation to this 

report. Morningstar, Inc .. and its affiliates. relies on cer­

tain exemptions (Financial Advisers Regulations. Section 

32B and 32C) to provide its investment research to recipi­

ents in Singapore. 
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