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Fund Features

e ASX quoted version of Magellan Infrastructure Fund Integrated Power, 12% Rail, 6%
¢ Fund is actively managed

¢ Minimum administration for investors; no paperwork needed to trade

¢ Units can be bought or sold on the ASX like any other listed security

» Efficient and live pricing Transmission and Distribution, Energy Infrastructure, 11%
 Provision of liquidity by the Fund 12% N
o Settlement via CHESS Gas Utilities, 14%

* Magellan has significant investment alongside unit holders.
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Fund Commentary

The portfolio recorded a negative return for the March quarter
when global stocks plunged after the novel coronavirus
escaped from China and battered economic activity, corporate
earnings and investor sentiment around the world.

Stocks that detracted the most included the investments in
the airport operators Aena of Spain, ADP of France and
Sydney Airport, and in Atlas Arteria and Transurban, toll-road
operators from Australia. Aena, the world's largest airport
operator, and ADP, which runs the airports of Paris, and
Sydney Airport dived after the outbreak of the virus that
causes the illness called Covid-19 prompted governments to
close borders and order their populations not to travel to
control the pandemic. Atlas Arteria and Transurban slumped
on a view that restrictions on movement and likely recessions
would curb traffic on their toll roads in Australia, Europe,
Canada and the US.

Stocks that contributed the most included the investments in
Crown Castle International of the US, Koninklijke Vopak from
the Netherlands, and US utilities Xcel Energy and Evergy.
Crown Castle rose as investors judged that the company that
owns more than 40,000 communications towers in the US
that provide co-location space to wireless carriers would
benefit from higher demand for data across mobile telephony
and the internet and after a federal court's approval for the T-
Mobile-Sprint deal was seen as spurring demand for the
company's communications equipment. Vopak fell as oil
markets moved to contango increasing the demand for
storage. (A contango situation occurs on commodity markets
when its futures price is higher than the spot price). The US
integrated power utilities held up better than the rest of the
sector as investors sought defensive stocks.

Stock Story: Eversource Energy

EVERS=URCE

In 2024, Greater Boston will lose a reliable but highly polluting
source of power when the Mystic Generating Station closes.
Step up the locally based Eversource Energy that, in
partnership with the UK’s National Grid, has submitted eight
proposals that the pair say will deliver reliable, affordable and,
above all, clean energy to the north-eastern state of
Massachusetts where Boston lies.

A cleaner future is a common promise of Eversource that,
through subsidiaries, earned US$8.9 billion in revenue in fiscal
2019 by delivering electricity and water in Connecticut, New
Hampshire and Massachusetts and natural gas throughout
Connecticut and Massachusetts.

The company that is the largest supplier of power in the New
England region of the US has announced an ambitious goal to
become carbon neutral by 2030, about two decades ahead of
its peers. As proof of its intent, Eversource Energy achieved a
69% reduction in gas emissions in metric tonnes from 2014 to
2018 by reducing the emissions of its fleet and improving the
efficiency of its plants.

What's interesting for investors is that Eversource’s business
case is built on a cleaner future. The plans of the company,
which delivered a more-than-adequate 6% annual growth in
earnings per share from 2012 to 2018, has two strands. To
understand the first, it helps to revisit the regulation model
that US utilities operate under. The core of the model is that
utilities are given a monopoly right to provide their services in
a defined territory but the return on their capital spending is
limited to ensure that they provide affordable services to
customers. The way, therefore, for a utility to increase gross
earnings is to spend more on approved capital works.

Eversource Energy’s main strategy to boosts its earnings-per-
share growth to 5% to 7% a year is to spend US$14.2 billion
over the five years to 2024 to replace gas and water pipes
and upgrade electricity grids to support New England's goal
for cleaner energy resources. Another part of this strand is
that Eversource Energy intends to acquire small utilities where
compelling opportunities arise, which will allow for more
regulated returns on an expanded amount of capital
spending. As an example of this intent, the company just paid
US$1.1 billion to NiSource for the Massachusetts natural gas
distribution assets of Columbia Gas.

The second strand of Eversource Energy’s plan sits outside
regulated returns but is promising nonetheless. The company
is investing in higher-risk (albeit with 20-25 year power
purchase agreements) offshore wind projects with an aim to
push annual earnings growth beyond 7% a year after 2024.
In what was the biggest venture by a US utility into offshore
wind farms, Eversource Energy last year paid US$225 million
to @rsted, the Denmark-based company that is the world’s
largest offshore wind farmer, for a 50% stake in two projects



planned off New England and an interest in a 650-square
kilometre (257-square mile) development site in the nearby
Atlantic Ocean.

Eversource Energy’s two-pronged plan to boost returns
appeals because the company, which has a record of
overdelivering, offers what people look for when investing in
utilities; namely, regular income with the promise of capital
growth.

While Eversource Energy has a history of delivering superior
total shareholder returns (a seven-year average recurring
earnings-per-share and dividend growth of 6.1% and 7.2% to
give the numbers), there are risks. Eversource Energy's
businesses are complex, and things can go wrong. A decision
to abandon plans for a transmission line that would have
connected Canada to New England, for instance, nearly wiped
out the company's profit in the second quarter of last year
because it had to book a US$200 million charge for the failed
project. The three large Eversource-@rsted wind projects are
only in planning permission stage and such big ventures often
come with delays and risk. Eversource Energy is carrying debt
of about US$12.6 billion though, in the midst of the virus-
triggered ructions, Standard & Poor’s in February reaffirmed
the utility’s debt rating at A- and said the outlook remained
stable. Like other utilities, Eversource Energy was battered
during the recent market slump. But the stock only declined
8.1% over the March quarter, much less than the S&P 500’s
plunge of 20%. Put that outperformance down to the
confidence of investors that the clean-energy regulated
business model of Eversource Energy will deliver in coming
years.

Old assets

Like many US utilities, Eversource Energy has a complicated
history that extends back to the 19th century, which is why so
many of its assets need replacing. The company emerged
from Northeast Utilities, which was formed in 1966 when
three electricity utilities founded respectively in 1917, 1886
and 1878 merged. Northeast Utilities later absorbed a water
utility that was established in 1859.

A significant milestone came in 2012 when Northeast Utilities
and its four operating companies merged with NSTAR Electric
& Gas. Another event of note is that the company renamed
Eversource Energy in 2017 bought Aquarion Water Company,
making Eversource Energy the only electricity company in the
US to own a water utility.

In its present guise, Eversource Energy delivers electricity and
natural gas and supplies water to four million customers via
its six distinct utility companies. To do that, the company
operates about 630,000 overhead and underground lines and
more than 8,500 square kilometres (3,300 square miles) of
natural gas distribution.

Eversource Energy’s claims to good citizenship extend beyond
its clean-energy claims. The company was named the No. 1
energy company in MNewsweek’s list of the US's Most
Responsible Companies for 2020. It was recognised as one of
the US’s Most JUST Companies and the top utility by Forbes
magazine and JUST Capital. Such awards can only help
impress the officials scrutinising the company’s clean-energy
plans for Greater Boston once the polluting Mystic plant is
shuttered.

Sources include company filings and website, Bloomberg and Hoover’s, a
Dun & Bradstreet Company.

Important Information: Units in the fund(s) referred to herein are issued by Magellan Asset Management Limited (ABN 31 120 593 946, AFS Licence No 304 301). Past performance is not necessarily
indicative of future results and no person guarantees the future performance of the fund(s), the amount or timing of any return from the fund(s), or that the investment objectives of the fund(s) will be
achieved. This material has been provided for general information purposes and must not be construed as investment advice. It does not take into account the investment objectives, financial situation or
particular needs of any particular person. Investors should consider obtaining professional investment advice tailored to their specific circumstances and should read the relevant Product Disclosure
Statement (PDS) applicable to the fund(s) prior to making any investment decisions. The PDS for the fund(s) is available at www.magellangroup.com.au or can be obtained by calling 02 9235 4888. Any
trademarks, logos, and service marks contained herein may be the registered and unregistered trademarks of their respective owners. Nothing contained herein should be construed as granting by
implication, or otherwise, any licence or right to use any trademark displayed without the written permission of the owner. No part of this material may be reproduced or disclosed, in whole or in part,

without the prior written consent of Magellan Asset Management Limited.

MICH43921



