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Regulated Utilities: Rate Base & Authorized Return on Equity

Authorized Rate Base* $439,448 $883,386 $841,915 (b) $405,704 (b) $1,132,843 (b)

Authorized ROE 9.99% (a) 9.79% 9.75% 9.70% (e) 9.75% (e)

Authorized Equity 53.00% (a) 49.80% 41.55% (c) 47.36% (d) 50.04% (d)

Effective Date of Rate Case 1/1/2015 (a) 1/1/2017 1/29/2015 8/28/2016 7/20 & 7/22/2016

Authorized Rate Base* $2,386,790 $275,463 $2,425,711 (b) $155,747 $529,212

Authorized ROE 9.75% 9.10% 10.25% (e) 9.25% 9.75%

Authorized Equity 52.00% 46.00% 51.69% (d) 46.09% 45.84%

Effective Date of Rate Case 9/21/2015 6/1/2017 1/1/2014 5/24/2017 (f) 2/25/2016

*Rate Base stated in $000s

Notes:

a) CA received D.15-04-007 on April 9, 2015.  The decision, addressing the revenue requirement, is retroactive to 1/1/2015.  CA has a separate Cost of Capital case 

     which sets the rate of return outside of a general rate proceeding and is still under the decision issued July 12, 2012.  The next Cost of Capital application, 

     A.17-04-003 was filed April 3, 2017 with a projected effective date in 2018.

b) The Rate Base listed is the Company's view of the Rate Base allowed in the case, the Rate Base was not disclosed in the Order or the applicable 

      settlement agreement.

c) Regulatory capital structure includes cost-free items or tax credit balances at the overall rate of return which lowers the equity percentage as an alternative to the 

    common practice of deducting such items from rate base 

d) The equity ratio listed is the Company's view of the equity ratio allowed in the case, the actual equity ratio was not disclosed in the Order or the applicable 

     settlement agreement.

e) The ROE listed is the Company's view of the ROE allowed in the case, the ROE was not disclosed in the Order or the applicable settlement agreement.

f) Interim rates were effective April 1, 2016 and received final Order May 24, 2017.

Last Rate Case Awarded - Largest Regulated Subsidiaries
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State
No. of 

Acquisitions

Water 

Customers

Wastewater 

Customers

Total 

Customers

California 2 1,764 - 1,764

Iowa 1 718 - 718

Illinois 2 700 - 700

Missouri 2 500 395 895

New Jersey 1 11,212 - 11,212

New York 5 360 - 360

Total 13 15,254 395 15,649

State
No. of 

Acquisitions

Water 

Customers

Wastewater 

Customers

Total 

Customers

California 2 5,302 - 5,302

Illinois 6 2,448 2,426 4,874

Indiana 1 1,300 - 1,300

Pennsylvania 1 - 22,000 22,000

Missouri 4 103 93 196

West Virginia 1 215 - 215

Total 15 9,368 24,519 33,887

Closed Acquisitions

Pending Acquisitions

Closed and Pending Acquisitions as of July 18, 2017 

*This includes the McKeesport, PA acquisition, which represents 22,000 customers, due to bulk contracts.  Connections to the system will be 
approximately 11,000.

*
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Scranton Sewer Assets Acquired December 29th, 2016
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.

Sufficient 
Financing 
Capacity

Strengthens 
Wastewater 

Sector Position

In Current 
footprint

Demonstrates 
AW is the 
preferred 

acquisition 
partner

Acquisition Overview

 Acquisition benefits from Pennsylvania Act 11 legislation which 
was enacted to facilitate investment in wastewater systems.

 Purchase price of $195 million, or approximately $151 million 
after considering cash included among assets acquired from seller. 

 The Sewer Authority identified capital investment needs of $140 
million over the next 25 years to comply with the Consent Decree 
agreed to with the U.S. Environmental Protection Agency and 
others.

 American Water expects to finance this acquisition with cash flow 
from operations and debt.

Key Facts

Customers 31,000

Miles of collection & interceptor sewers 275+

Treatment Plant Capacity (MGD) 20

Booster Stations 7

Acquisition Strategy & Financing
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Rate Base Calculation (1)

(1) An approximation of rate base, which includes Net Utility Plant not yet included in rate base pending rate case filings/outcomes.

$8,958 

$9,311 

$9,987 

$10,694 

FY
2013

FY
2014

FY
2015

FY
2016
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How O&M Efficiency Translates to Investment Growth
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Saving $1 in opex vs investing $7 in capital at allowed ROE, keeps customer rates neutral and can create $0.34 in 
sustainable earnings

A lower cost of debt means 

$7 of capital, instead of $6, 

is possible for every $1 of 

expense saved

a) Revenue Requirement 1.00$                   1.00$                   

 Expenses

O&M 0.96                     -$                     

Depreciation -                       0.18$                   
2

Interest Expense -                       0.19$                   
3

Property & General Taxes 0.04                     
1

0.08$                   
4

b) Total Expenses 1.00                     0.44$                   

c) Operating Income (=a-b) -                       0.56$                   

d) Federal & State Income Taxes -                       0.22$                   
5

e) Net Income to Shareholder (=c-d) -$                     0.34$                   
6

1
 Assumes 4% taxes on revenue (gross receipts e.g.)

2
 Assumes 2.5% depreciation expense

3
 Assumes 50% debt financing at 5.3%

4
 Assumes property taxes on invested capital of 0.5% and revenue taxes  of 4%

5
 Assumes effective income tax rate of 39%

6
 Assumes authorized ROE of 9.9% on 49.6% equity

$1

Expense Savings

$7

Invested Capital
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Regulated Segment O&M Efficiency Ratio
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*Calculation assumes purchased water revenues approximate purchased water expenses.

Regulated Segment O&M Efficiency Ratio 

(A Non-GAAP Unaudited Number)

 ($ in millions) 2010 2012 2014 2016

Total Operations and Maintenance Expense $1,291 $1,330 $1,350 $1,504 

Less: 

Operations and Maintenance Expense – 

Market Based Operations

Operations and Maintenance Expense – Other (61) (57) (51) (44)

Total Regulated Operations and Maintenance Expense $1,095 $1,131 $1,112 $1,176 

Less:

Allocation of non-O&M costs to Regulated O&M expense 29 35 39 30 

Regulated Purchased Water Expense 100 110 122 122 

Freedom Industries Chemical Spill in West Virginia - - 10 -

Freedom Industries Binding Agreement in Principle - - - 65 

Estimated impact of weather - 5 (2) -

Adjusted Regulated Operations and Maintenance Expense (a) $966 $981 $943 $959 

Total Operating Revenues $2,555 $2,854 $3,011 $3,302 

Less:

Operating Revenues – Market Based Operations 295 307 355 451 

Operating Revenues – Other (25) (18) (18) (20)

Total Regulated Operating Revenues $2,285 $2,565 $2,674 $2,871 

Less:

Regulated Purchased Water expense* 100 110 122 122 

Plus:

Freedom Industries Chemical Spill in West Virginia - - 1 -

Estimated impact of weather - (47) 17 -

Adjusted Regulated operating revenues (b) $2,185 $2,408 $2,570 $2,749 

Regulated O&M Efficiency Ratio (a)/(b) 44.2% 40.7% 36.7% 34.9%

FY FY FY

257 256 289

FY

372
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Adjusted EPS from Continuing Operations
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Diluted Earnings Per Common Share 2016 2015 2014

$2.62 $2.64 $2.35

Less:

- - ($0.04)

$2.62 $2.64 $2.39

- - $0.06

$0.36 - -

($0.14) - ($0.02)

Subtotal $0.22 - $0.04

$2.84 $2.64 $2.43

Diluted earnings per share

Adjusted diluted EPS from Continuing Operations 

(Non-GAAP)

Loss from discontinued operations, net of tax

Income from continuing Operations

Add back Non-GAAP adjustment:

Freedom Industries Chemical Spill in West Virginia

Tax Impact

Freedom Industries Binding Agreement in Principle



NYSE: AWK

August 2017

Adjusted Return on Equity
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2015 2016

Net Income $476 $468

Adjustments:

Freedom Industries Binding Agreement in Principle 65

Tax Impact (26)

Adjusted Net Income from Continuing Operations $476 $507

Stockholders' equity $5,049 $5,240

Adjustments:

Freedom Industries Binding Agreement in Principle 65

Tax Impact (26)

Adjusted Stockholders' Equity $5,049 $5,279

Adjusted Return on Equity 9.4% 9.6%

For the Twelve Months 

Ended December 31


