
AQUA AMERICA INC
Form 10-K
February 26, 2019

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

(Mark One)
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Or
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¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
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﻿

Securities registered pursuant to Section 12(b) of the Act:

﻿

﻿
Title of each class Name of each exchange on which registered
Common stock, par value $.50 per share New York Stock Exchange, Inc.

﻿

Securities registered pursuant to Section 12(g) of the Act:  None.

﻿

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. 

☑ Yes  ☐ No

﻿

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. 

☐ Yes  ☑ No

﻿

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.  ☑ Yes  ☐ No

﻿

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the
registrant was required to submit such files). 

☑ Yes  ☐ No

﻿

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.  ☐

﻿

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company or emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “small reporting company,” and “emerging growth company” in Rule 12(b)-2 of the Exchange Act.: 
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﻿
Large accelerated filer ☑ Accelerated filer  ☐
Non-accelerated filer ☐ Small reporting company  ☐
Emerging growth company ☐
﻿

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. ☐

﻿

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).  ☐ Yes ☑No

﻿

The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant as of
June 30, 2018:  $6,243,784,324

﻿

The number of shares outstanding of the registrant's common stock as of February 12,  2019:  178,145,692

﻿

DOCUMENTS INCORPORATED BY REFERENCE

﻿

(1) Portions of the definitive Proxy Statement, relating to the 2019 annual meeting of shareholders of registrant, to be
filed within 120 days after the end of the fiscal year covered by this Form 10-K, have been incorporated by
reference into Part III of this Form 10-K

﻿
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﻿

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

﻿

Certain statements in this Annual Report on Form 10-K (the “Annual Report”) are forward-looking statements within
the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934 that
are made based upon, among other things, our current assumptions, expectations, plans, and beliefs concerning future
events and their potential effect on us.  These forward-looking statements involve risks, uncertainties and other
factors, many of which are outside our control that may cause our actual results, performance or achievements to be
materially different from any future results, performance or achievements expressed or implied by these
forward-looking statements.  In some cases you can identify forward-looking statements where statements are
preceded by, followed by or include the words “believes,” “expects,” “anticipates,” “plans,” “future,” “potential,” “probably,”
“predictions,” “intends,” “will,” “continue,” “in the event” or the negative of such terms or similar expressions.  Forward-looking
statements in this Annual Report include, but are not limited to, statements regarding:

﻿

· recovery of capital expenditures and expenses in rates;
· projected capital expenditures and related funding requirements;
· our capability to pursue timely rate increase requests;
· the availability and cost of capital financing;
· developments, trends and consolidation in the water and wastewater utility and infrastructure industries;
· dividend payment projections;
· opportunities for future acquisitions, both within and outside the water and wastewater industry, the success of
pending acquisitions and the impact of future acquisitions;

· expectations regarding the proposed Peoples Gas Acquisition, including statements regarding regulatory approvals
for the transaction, potential financing related to the transaction, closing of the transaction or the impact of the
transaction on the Company;

· the capacity of our water supplies, water facilities and wastewater facilities;
· the impact of federal and/or state tax policies, including changes in tax laws and policies as a result of the Tax Cuts
and Jobs Act of 2017, and the regulatory treatment of the effects of those policies;

· the impact of geographic diversity on our exposure to unusual weather;
· the impact of conservation awareness of customers and more efficient plumbing fixtures and appliances on water
usage per customer;

· our authority to carry on our business without unduly burdensome restrictions;
· the continuation of investments in strategic ventures;
· our ability to obtain fair market value for condemned assets;
· the impact of fines and penalties;
· the impact of changes in and compliance with governmental laws, regulations and policies, including those dealing
with taxation, the environment, health and water quality, and public utility regulation;

· the impact of decisions of governmental and regulatory bodies, including decisions to raise or lower rates and
decisions regarding potential acquisitions;

· the development of new services and technologies by us or our competitors;
· the availability of qualified personnel;
· the condition of our assets;
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· the impact of legal proceedings;
· general economic conditions;
· acquisition-related costs and synergies;
· the sale of water and wastewater divisions; and
· the amount of income tax deductions for qualifying utility asset improvements and the Internal Revenue Service’s
ultimate acceptance of the deduction methodology.  

﻿

2
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Because forward-looking statements involve risks and uncertainties, there are important factors that could cause actual
results to differ materially from those expressed or implied by these forward-looking statements, including but not
limited to:

﻿

· our ability to integrate and otherwise realize all of the anticipated benefits of businesses, technologies or services
which we may acquire;

· our ability to manage the expansion of our business, including our ability to manage our expanded operations
following the closing of the Peoples Gas Acquisition;

· changes in general economic, business, credit and financial market conditions;
· changes in governmental laws, regulations and policies, including those dealing with taxation, the environment,
health and water quality, and public utility regulation;

· our ability to treat and supply water or collect and treat wastewater;
· the profitability of future acquisitions;
· changes to the rules or our assumptions underlying our determination of what qualifies for an income tax deduction
for qualifying utility asset improvements;

· conditions to the completion of the Peoples Gas Acquisition may not be satisfied or waived on a timely basis, or at
all;

· the decisions of governmental and regulatory bodies, including decisions on rate increase requests and decisions
regarding potential acquisitions;

· our ability to file rate cases on a timely basis to minimize regulatory lag;
· abnormal weather conditions, including those that result in water use restrictions;
· changes in, or unanticipated, capital requirements;
· changes in our credit rating or the market price of our common stock;
· changes in valuation of strategic ventures;
· the extent to which we are able to develop and market new and improved services;
· the effect of the loss of major customers;
· our ability to retain the services of key personnel and to hire qualified personnel as we expand;
· the diversion of our management’s time and resources caused by the pendency of the Peoples Gas Acquisition;
· labor disputes;
· increasing difficulties in obtaining insurance and increased cost of insurance;

· cost overruns relating to improvements to, or the expansion of, our
operations;

· increases in the costs of goods and services;
· civil disturbance or terroristic threats or acts;
· the continuous and reliable operation of our information technology systems, including the impact of cyber security
attacks or other cyber-related events;

· changes in accounting pronouncements;
· litigation and claims; and
· changes in environmental conditions, including the effects of climate change.
﻿

Given these risks and uncertainties, you should not place undue reliance on any forward-looking statements.  You
should read this Annual Report completely and with the understanding that our actual future results, performance and
achievements may be materially different from what we expect.  These forward-looking statements represent
assumptions, expectations, plans, and beliefs only as of the date of this Annual Report.  Except for our ongoing

Edgar Filing: AQUA AMERICA INC - Form 10-K

9



obligations to disclose certain information under the federal securities laws, we are not obligated, and assume no
obligation, to update these forward-looking statements, even though our situation may change in the future.  For
further information or other factors which could affect our financial results and such forward-looking statements, see
Risk Factors.  We qualify all of our forward-looking statements by these cautionary statements.  
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PART I

﻿

﻿
Item 1. Business
﻿

The Company

﻿

Aqua America, Inc. (referred to as “Aqua America”, the “Company”, “we”, “us”, or “our”), a Pennsylvania corporation, is the
holding company for regulated utilities providing water or wastewater services to an estimated three million people in
Pennsylvania, Ohio, Texas, Illinois, North Carolina, New Jersey, Indiana, and Virginia.  Our largest operating
subsidiary is Aqua Pennsylvania, Inc., which accounted for approximately 53% of our operating revenues and
approximately 71% of our Regulated segment’s income for 2018.  As of December 31, 2018, Aqua Pennsylvania
provided water or wastewater services to approximately one-half of the total number of people we serve.  Aqua
Pennsylvania’s service territory is located in the suburban areas in counties north and west of the City of Philadelphia
and in 27 other counties in Pennsylvania.  Our other regulated utility subsidiaries provide similar services in seven
other states.  In addition, the Company’s market-based activities are conducted through Aqua Infrastructure, LLC and
Aqua Resources Inc.  Aqua Infrastructure provides non-utility raw water supply services for firms in the natural gas
drilling industry.  Aqua Resources provides water service through operating and maintenance contracts with a
 municipal authority and another party close to our utility companies’ service territory; and offers, through a
third-party, water and sewer line protection solutions and repair services to households.  In 2017, we completed the
sale of business units that were reported within Aqua Resources, one which installed and tested devices that prevent
the contamination of potable water and another that constructed, maintained, and repaired water and wastewater
systems.  During 2016, we completed the sale of business units within Aqua Resources, which provided liquid waste
hauling and disposal services and inspection, and cleaning and repair of storm and sanitary wastewater lines.    

﻿

Aqua America, which prior to its name change in 2004 was known as Philadelphia Suburban Corporation, was formed
in 1968 as a holding company for its primary subsidiary, Aqua Pennsylvania, formerly known as Philadelphia
Suburban Water Company.  In the early 1990s, we embarked on a growth through acquisition strategy focused on
water and wastewater operations.  Our most significant transactions to date have been the merger with Consumers
Water Company in 1999, the acquisition of the regulated water and wastewater operations of AquaSource, Inc. in
2003, the acquisition of Heater Utilities, Inc. in 2004, and the acquisition of American Water Works Company, Inc.’s
regulated water and wastewater operations in Ohio in 2012.  Since the early 1990s, our business strategy has been
primarily directed toward the regulated water and wastewater utility industry, where we have more than quadrupled
the number of regulated customers we serve, and have extended our regulated operations from southeastern
Pennsylvania to include our current regulated utility operations throughout Pennsylvania and in seven other
states.  During 2010 through 2013, we sold our utility operations in six states, pursuant to a portfolio rationalization
strategy to focus our operations in areas where we have critical mass and economic growth potential.  Currently, the
Company seeks to acquire businesses in the U.S. regulated sector, which includes water and wastewater utilities and
other regulated utilities, and to pursue growth ventures in market-based activities, such as infrastructure opportunities
that are supplementary and complementary to our regulated businesses.    On October 22, 2018, we entered into a
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purchase agreement to acquire, from LDC Funding LLC, the parent company of PNG Companies, a natural gas
distribution company consisting of Peoples Natural Gas Company LLC, Peoples Gas Company LLC, Peoples Gas
West Virginia, Inc., Peoples Gas Kentucky, Inc., and Delta Natural Gas Company Inc. expanding the Company’s
regulated utility business to include natural gas distribution.  This acquisition is referred to as the “Peoples Gas
Acquisition,” and collectively these businesses are referred to as “Peoples.”  Peoples serves approximately 740,000 gas
utility customers in western Pennsylvania, West Virginia, and Kentucky.  This acquisition is subject to regulatory
approvals and is expected to close in mid-2019.      

﻿

The descriptions of our business and operations, financial results, and operational data included in this Annual Report
are historical and do not include Peoples or otherwise give effect to our pending acquisition of Peoples.

﻿

4
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The following table reports our operating revenues, by principal state, for the Regulated segment and Other and
eliminations for the year ended December 31, 2018:

﻿

﻿

﻿

﻿

﻿

Operating
Revenues
(000's) Operating Revenues (%)

Pennsylvania $ 443,260 
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