3rd Quarterly Report for Algonquin Power & Utilities Corp. (NYSE: AQN)
Date: December 13, 2021 

Algonquin Power & Utilities Corp. is a Canadian renewable energy and regulated utility conglomerate with assets across North America. Algonquin actively invests in hydroelectric, wind and solar power facilities, and utility businesses, through its two operating subsidiaries: Liberty Power and Liberty Utilities. 
Regulated Services Group Provides regulated wastewater, water, natural gas and electric utility services to over 1 million customer connections through operations in North America, Bermuda, and Chile. 

Renewable Energy Group Owns and operates a portfolio of North American renewable and clean energy power generating facilities representing ~2.3 GW of gross installed capacity. Also has investments in generating assets with ~1.1 GW of net generating capacity.
Founded: 1988

Headquarters: Oakville, Ontario, Canada

No. of Employees: 3,400 (2020)

Revenue: US$1.6 B (2020)

Total Assets: US$11.7 B

Mid Value

Percentage change in Sales from year ago quarter 40.5%
Percentage change in Earnings per Share from year ago quarter -155.6%
Is company meeting our target sales & earnings estimates? Yes and No
Pre-tax Profit on sales trend?  Up
Return on equity trends?  Up
Debt? Down
Current PE is  13.7
Where does it fall in my estimated High/low range of PE’s? Low end
Signature PE = 23
Club cost basis for this stock is $15.1    Current price is $13.88 (12/10/2021) 
Current fair value:  Morningstar: $16.04      S&P: $??  
My SSG Total Return is  12.1   Projected Average Return is  11.7
3rd Quarter results:
Strategic Achievements

Solid Key Financial Metrics

• Q3 2021 Adjusted EBITDA of $252.0 million – a 27% year-over-year increase

• Q3 2021 Adjusted Net EPS of $0.15 – in line with Q3 2020

• Growth through acquisitions and related investment opportunities

EBITDA = Earnings Before Interest, Taxes, Depreciation, and Amortization
No material earnings impact by the pandemic in Q3 2021

• Supported by resiliency of business model

• Business conditions in regions we operate in return to normal

Three Pillar Foundation Underpins Strategy

• Continue to focus our efforts on Algonquin’s three strategic pillars:

• Growth

• Operational Excellence

• Sustainability

Operating Results

AQN operating results relative to the same period last year are as follows:

(all dollar amounts in $ millions except per share information)

Three months ended September 30

2021         2020 Change

Net earnings (loss) attributable to shareholders     $(27.9)      $55.9 (150)%

Adjusted Net Earnings 



$97.6        $88.1 11%

Adjusted EBITDA 




$252.0      $197.9 27%

Net earnings (loss) per common share 

$(0.05)     $0.09 (156)%

Adjusted Net Earnings per common share 

$0.15
     $0.15 —%

Acquisitions
Regulated Services Group 

Agreement to Acquire Kentucky Power and AEP Kentucky Transmission Company, Inc. 
• Provides services to ~228,000 active customer connections in twenty Eastern Kentucky counties

• Total purchase price of ~$2.8 billion including assumption of ~$1.2 billion in debt1

• Acquisition expected to close in mid-2022

• Expected mid-year 2022 rate base acquisition multiple of 1.3x
Outlook

The Company currently expects its Adjusted Net Earnings per share for the 2021 fiscal year to be in or around the lower end of the Company’s previously-disclosed range of $0.71 to $0.76 (see Non-GAAP Measures). This estimate is based on the following assumptions, as well as those set out under Forward-Looking Statements and Forward-Looking Information:
• Normalized weather patterns in the geographical areas in which the Company operates or has projects

• A renewable resource estimate and realized pricing that is consistent with long-term averages

• The Company being able to obtain favorable regulatory outcomes, including fuel cost recovery at its Missouri electric utility relating to the Midwest Extreme Weather Event

• Absence of adverse supply chain impacts or other delays impacting the estimated placed-in-service timing of the Company’s 2021 construction projects

Drivers: 
From 3rd Quarterly Report

Solid Key financial metrics

Renewal side – Increased earnings

Not affected by COVID

Barriers:
Excluding new acquisitions, 7.3% below year ago quarter due to low wind resources (15.4 below longer term averages), but this was partially offset by the acquisition of wind plants
Higher carbon compliance costs, again partial offsets

Regulated Services Group
Caldor Fire Update
https://www.nytimes.com/2021/12/08/us/caldor-fire-arson-arrest-california.html

• Operations have returned to normal

• Continue to evaluate investments needed to support system resiliency, system hardening and

wildfire prevention
Tornado

Kentucky was the worst-hit state as long-track tornadoes hit the highly populated areas of Mayfield and Bowling Green, along with many rural areas. The deadly Mayfield tornado that hit just after 10 P.M. (EST) will likely become the longest track tornado on record, traveling at least 275 miles.
On the ground for 3-1/2 hours.
The worst areas were in the Western part of Kentucky, and the acquisition services the Eastern portion.

CNNBusiness says:

Analyst Recommendations

The current consensus among 13 polled investment analysts is to buy stock in Algonquin Power & Utilities Corp. This rating has held steady since November, when it was unchanged from a buy rating.
months for detail
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Yahoo!Finance – Canada says:
What happened with Algonquin’s earnings?

Although Algonquin did match consensus estimates for its adjusted earnings per share at $0.15, it fell short of consensus expectations with its adjusted EBITDA.

Algonquin reported adjusted EBITDA of $252 million while analysts were expecting closer to $268.6 million.

With power generators, especially in green energy, having a slight miss on earnings isn’t always a major concern. For example, Algonquin’s power generation was 14% below its long-term average in the third quarter. Therefore, we can assume this was a one-time impact, and the next quarter could see generation above its long-term average.

The stock also guided to full-year 2021 adjusted EPS near the bottom end of the previous target range of $0.71-$0.76. The lower power generation this quarter will play a role in the lower full-year earnings for Algonquin. However, the company expects it can be mitigated by lower interest/depreciation expense.
So what?

While these earnings aren’t necessarily strong, they aren’t weak either. Algonquin is a utility stock and a low-risk investment. The company is focused on growing its business in the long run. Furthermore, investors who own Algonquin likely do so primarily for its stability and its dividend.

So, while a quarter of earnings that were in line or slightly below estimates is not ideal, it’s also not a huge concern. Instead, investors will likely be far more interested in Algonquin’s future growth plans, which it will likely go into more detail about during its annual investor day next month.

Now what?

Algonquin is not the type of stock you buy for massive growth. But if you’re an investor who is looking to add stability or income to their portfolio, you could decide to take advantage of this ultra-cheap price Algonquin is currently trading at.

Not only does the Dividend Aristocrat have a current yield of roughly 4.9%, but it’s trading right at the bottom of its 52-week range.

So, if you’re a dividend investor or just looking to add stability to your portfolio, Algonquin is one of the cheapest utility stocks to buy now.
This Tiny TSX Stock Could be Like Buying Tesla in 2001

Our team of diligent analysts at Motley Fool Stock Advisor Canada has identified one little-known public company founded right here in Canada that’s at the cutting-edge of the space industry and recently completed a transformational acquisition, all while making a handsome profit in the process!

The best part is that in a market where many stocks are selling at all-time-highs, this stock is trading at what looks like a VERY reasonable valuation… for now.
At Walletinvestor.com we predict future values with technical analysis for wide selection of stocks like Algonquin Power & Utilities Corp (AQN). If you are looking for stocks with good return, Algonquin Power & Utilities Corp can be a profitable investment option. Algonquin Power & Utilities Corp quote is equal to 13.990 USD at 2021-12-13. Based on our forecasts, a long-term increase is expected, the "AQN" stock price prognosis for 2026-12-09 is 22.489 USD. With a 5-year investment, the revenue is expected to be around +60.75%. Your current $100 investment may be up to $160.75 in 2026.
Recommend: Buy
