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American States Water Co. (AWR)

Key Metrics
Current Price: S76 5 Year CAGR Estimate: 10.8% Market Cap: S3B
Fair Value Price: $85 5 Year Growth Estimate: 6.0% Ex-Dividend Date: 08/14/26*
% Fair Value: 89% 5 Year Valuation Multiple Estimate: 2.4% Dividend Payment Date: 09/02/26"
Dividend Yield: 2.7% 5 Year Price Target $114 Years Of Dividend Growth: 71
Dividend Risk Score: A Sector: Utilities Rating: Buy

Overview & Current Events

American States Water Company (AWR) is a U.S. utility holding company that provides regulated water and electric
services and contracted services to customers primarily in California and military bases around the United States.
Through its principal subsidiary, Golden State Water Company, it delivers water service to residential, commercial, and
industrial customers across numerous California communities. The company’s electric subsidiary, Bear Valley Electric
Service, supplies electricity to customers in the Big Bear area of Southern California, and its contracted services
segment performs operations, maintenance, and construction management for water and wastewater systems under
long-term government contracts. As a regulated utility, AWR’s revenues are driven by rate decisions approved by public
utility commissions, and it is known for possessing the longest dividend growth streak among publicly traded

companies.

On May 6, 2026, AWR released its financial results for the first quarter ended March 31, 2026. The company’s total
operating revenue climbed 14.3% higher over the year-ago period to $169.2 million in the quarter. This was powered by
strength throughout the business during the quarter (+10.9% for Water to $113.1 million, +20.7% for Contracted Services
to $37.4 million, and +24.4% to $18.7 million for Electric). Higher rates for Golden State Water Company implemented on
January 1, 2026, were the biggest growth contributor. A pickup in construction project execution across its contracted
military footprints/economic price adjustments, and higher electric rates were secondary growth catalysts. AWR’s diluted
EPS grew by 8.6% year-over-year to $0.76 for the quarter. That missed the analyst consensus in the quarter by $0.01.

Growth on a Per-Share Basis

Year 2016 2017
EPS $1.62 $1.88
DPS $0.91 S0.99

Shares’ 36.6 36.7

2018 2019 2020 2021 2022 2023
$1.72
$1.06

$2.24 $233 8255 8211 $2.85
$1.16 5128 S$1.40 S$1.53 S1.66
36.9 36.9 36.9 37.0 37.0

2024 2025 2026 2031

$3.17 8337 $3.71 54.96

$1.79 S$194 $2.02 52.97
38.2 39.1 39.2 42.0

Since 2016, AWR has compounded its adjusted diluted EPS by over 8% annually. In recent years, this has only slowed a
bit to just below 8% annually. Moving forward, we think that the bigger adjusted diluted EPS base will limit annual
adjusted diluted EPS growth to a still respectable clip of 6.0% annually through 2031, off an anticipated 2026 base of
$3.71. This will mostly be fueled by $573.1 million in capital spending approved by CPUC for 2025 through 2027 for the
Water segment (with a return on equity just above 10% authorized by CPUC, every dollar invested in infrastructure is a
dime of predictable returns). Additionally, AWR is set to benefit from a higher value of task orders from PFAS
remediation and smart meters at military bases in the years ahead.

! Estimated based on past dividend dates.

2Share count is in millions.

Disclosure: This analyst has no position in the security discussed in this research report, and no plans to initiate one in the next 72 hours.
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Valuation Analysis

Year 2016 2017 2018 2019 2020 2021 2022 2023
Avg.P/E 281 30.8 38.8 38.6 34.1 40.6 43.8 28.3
Avg.Yld. 2.0% 1.7% 1.6% 1.3% 1.6% 1.4% 1.7% 2.1%

2024 2025 Now
24.1 21.4 20.5
2.3% 2.7% 2.7%

2031
23.0
2.6%

Over the last decade, AWR’s P/E ratio has varied from as low as the low-20s most recently to as high as the low-40s in
2022. Over that time, the average P/E ratio was nearly 33. Looking ahead, we expect the valuation multiple to contract

by about three standard deviations to 23. This is because, while AWR’s growth is mostly holding up, the days of the

zero-interest-rate policy that supported sky-high valuations are likely gone for good. Even so, the current-year P/E ratio

of 20.5 implies that the regulated utility is discounted by a double-digit percentage.

Safety, Quality, Competitive Advantage, & Recession Resiliency

Year 2016 2017 2018 2019 2020 2021 2022 2023
Payout 56% 53% 62% 52% 55% 55% 73% 58%

2024 2025 2026
56% 58% 54%

2031
60%

In terms of consistency, AWR’s business model is highly consistent. It combines the predictability of a regulated utility
with its electric and water businesses (virtual monopolies in their service territories in exchange for regulatory

oversight) with the long-term contracts with the U.S. military. That has led adjusted diluted EPS to grow over time.

AWR is also a financially sound enterprise, with an interest coverage ratio of 4.6x in Q1 2026. This is what warrants an
A S&P credit rating with a stable outlook. What’s more, AWR is almost certain to build on its legendary 71-year
dividend growth streak in the coming years. That’s because its adjusted diluted EPS payout ratio is expected to be in

the mid-50% range for 2026. This puts it in a position where payout growth could even moderately exceed adjusted

diluted EPS growth over the next several years.

Final Thoughts & Recommendation

AWR’s 2.7% yield, 6.0% annual adjusted diluted EPS growth prospects, and 2.4% annual valuation multiple expansion
potential could generate 10.8% annual total returns through 2031. This is why we’re maintaining our Buy rating.

Total Return Breakdown by Year

American States Water Co. (AWR): Total Return Decomposition

35% 31.9%
30%
25%
20%

15%

10%

5%

0% - || - - | |
-5% - . r-2.8%
-10% -6.6%

’ -9.0%
-15% -11.3%
-20%
2020 2021 2022 2023 2024

W Total Return M Dividend Return M Price Change

Disclosure: This analyst has no position in the security discussed in this research report, and no plans to initiate one in the next 72 hours.
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Income Statement Metrics

Year 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Revenue 436 441 437 474 488 499 492 596 595 658
Gross Profit 213 218 202 230 236 247 236 309 313 334
Gross Margin 48.7% 49.6% 46.2% 485% 48.4% 49.4% 479% 51.9% 52.5% 50.8%
SG&A Exp. 81 82 83 83 84 84 58 88 101 103
D&A Exp. 39 39 41 36 37 40 42 43 44 49
Operating Profit 115 119 101 127 131 141 127 197 184 203
Operating Margin  26.3% 27.0% 23.1% 26.8% 26.7% 282% 25.7% 33.0% 31.0% 30.9%
Net Profit 59 69 64 84 86 94 78 125 119 130
Net Margin 13.6% 15.7% 145% 17.7% 17.6% 18.9% 15.9% 20.9% 20.0% 19.8%
Free Cash Flow (33) 31 10 (35) (8) (29) (48) (121) (33) (7)
Income Tax 35 39 18 25 28 30 24 42 30 39
Balance Sheet Metrics
Year 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Total Assets 1,470 1,417 1501 1,641 1,792 1901 2,034 2,246 2,500 2,715
Cash & Equivalents 0 0 7 1 37 5 6 14 27 19
Accounts Receivable 86 94 69 57 64 68 56 68 86 96
Inventories 4 5 6 6 9 12 15 18 15 16
Goodwill & Int. Ass. 1 1 1 1 1 1 1 1 - -
Total Liabilities 976 887 943 1,040 1,150 1,215 1,325 1,470 1,580 1,670
Accounts Payable 44 51 60 56 64 66 85 69 89 86
Long-Term Debt 321 321 417 498 585 627 733 916 936 936
Shareholder’s Equity 494 530 558 602 642 686 710 776 920 1,046
LTD/E Ratio 0.83 0.72 0.75 0.83 0.91 0.92 1.04 1.18 1.02 0.90
Profitability & Per Share Metrics
Year 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Return on Assets 4.2% 4.8% 4.4% 5.3% 5.0% 5.1% 4.0% 5.8% 5.0% 5.0%
Return on Equity 12.4% 135% 11.7% 145% 13.9% 142% 11.2% 16.8% 14.0% 13.2%
ROIC 6.9% 7.6% 6.7% 8.1% 7.4% 7.4% 5.7% 7.9% 6.7% 6.8%
Shares Out. 36.6 36.7 36.8 36.9 36.9 36.9 37.0 37.0 38.2 39.1
Revenue/Share 11.87 1196 11.83 12.82 1320 13.48 1327 16.07 1584 17.02
FCF/Share (0.90) 0.85 0.28 (0.95) (0.22) (0.78) (1.31) (3.26) (0.88) (0.18)

Note: All figures in millions of U.S. Dollars unless per share or indicated otherwise.

Disclaimer

Nothing presented herein is, or is intended to constitute, specific investment advice. Nothing in this research report should be construed as a recommendation to follow any investment strategy
or allocation. Any forward-looking statements or forecasts are based on assumptions and actual results are expected to vary from any such statements or forecasts. No reliance should be placed
on any such statements or forecasts when making any investment decision. While Sure Dividend has used reasonable efforts to obtain information from reliable sources, we make no

representations or warranties as to the accuracy, reliability or completeness of third-party information presented herein. No guarantee of investment performance is being provided and no inference
to the contrary should be made. There is a risk of loss from an investment in marketable securities. Past performance is not a guarantee of future performance.




