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Corporate Responsibility at American Water

Overview

 Trends in Corporate Responsibility
« Corporate Responsibility and Reputation
* Corporate Responsibility at American Water
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Presentation Notes
Some trends we’re seeing in corporate responsibility
How CR impacts and enhances your company’s corporate reputation
Our approach to corporate responsibility at American Water
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Trends in Corporate Responsibility

 More not less —the move to demonstrate what a company is
doing in the broader community will accelerate; expectations
are increasing (i.e. “Risk = Hazard + Outrage”)

* Financial incentives for companies to increase focus on
corporate responsibility (more than $2 trillion already invested
In socially responsible investment (SRI) funds in the United
States)

- Early adopting companies that embrace corporate
responsibility can create real differentiation and value

« Corporate responsibility practices are not sufficient; they
have to be reported and informed by customers, stakeholders
and the community



Presenter
Presentation Notes
Given everything that is happening in the world….climate instability, global water shortages, economic insecurity, among others, the public is going to look around for the strongest hands to solve the problems.  They see large companies as having the capacity to help put solutions in place.  Those companies that don’t step forward to help will be judged negatively and will leave themselves vulnerable to additional accountability including legislation, mandatory reporting, and third party verification.
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Corporate Responsibility and Reputation

* Reputation is an “intangible” asset

= Accounts for 4 to 10 percent of market value of
corporations

* Corporate Reputation Watch 2004

= 80 percent of CEOs say CR is a driver of corporate
reputation “to some extent”

 Boston College Center’s State of Corporate
Citizenship 2007:

= 66 percent of CEOs say CR is a significant driver of
reputation and image



Presenter
Presentation Notes
Reputation is the emotional bond that stakeholders have with an organization, and its driven by the interactions they have with your company whether they’re buying your products, writing about you in the newspaper, or interacting with you at a community meeting.  If you understand and can leverage that relationship, it’s a powerful asset.
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Where Do Reputations Come From?
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Internet

Source: Reputation Institute
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Presentation Notes
As you can see, there are a number of different touch points that can influence the way that your stakeholders perceive your company…whether they’re customers, regulators, community leaders, or employees.  The challenge is to understand what each of these groups of stakeholders wants from the company and figure out ways to close the gaps and generate support.


I *-AMERJCAN WATER & G A, - y

Perception of corporate responsibility,
governance and workplace drive reputation
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account for more than 40
percent of acompany’s
reputation.
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Source: Reputation Institute Global Pulse Study, 2008
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Presentation Notes
Last year the Reputation Institute completed a survey to measure the most influential drivers of reputation.  The survey included companies in 32 countries across 26 industries, including 29 utility companies.  
Their system uses four emotional attributes and seven rational dimensions to measure a company’s reputation.  None of these can be discounted as being more or less important, because any two of them add up to more than 25% of a company’s reputation.
The idea is that to actively manage your reputation, you have to figure out what dimensions are most important to your stakeholders and address those.
What they found is that stakeholder expectations are higher today.  You can’t put all your eggs in one basket and rely on just your products and services to build your reputation.  
The next three dimensions….governance, citizenship and workplace….account for more than 40% of a company’s reputation.
They concluded that investing in these four areas especially will enable a company to achieve a high return on their investment.
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Reputation Capital

« Offers leverage with partners and suppliers; strong
working relationships with stakeholders

« Attracts the best and most loyal people as
employees; increases morale

* Decreases the risk of crises
* Improves our engagement with regulators
* Provides access to socially responsible investors



Presenter
Presentation Notes
For American Water, building our reputational capital …
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¢ Shareholder Return
« Customer Focus/Affordability
« Economic Contribution

« Environmental Compliance
« Environmental Stewardship
« Resource Efficiency

GOVERNANCE

* Management and
Structures

Ethics and Compliance
* Transparency
¢ Involvement in Policy
and Lawmaking

* Diversity

Health and Safety
Stakeholder Engagement
Community Involvement
Employee Development



Presenter
Presentation Notes
This graph depicts Corporate Responsibility as we see it at American Water.  Its an umbrella function that touches every area of our business. As you can see, our responsible business practices encompass four sectors, all of which are tied together by stakeholder communications, training and awareness building. 


l *'AMERJCAN WATER  rs i

In the Beginning

« Corporate responsibility policies, processes and
programs undeveloped

 CR had low company profile; existing practices
focused on regulatory compliance, community
relations and charitable giving

« Little integration into the business; few cross-
departmental links, no system to measure progress
or impact of programs

* Increased external stakeholder scrutiny of
corporate responsibility issues make business case
for development of formal CR program
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Today

Inventoried corporate responsibility-related
activities throughout the business

Performed external benchmarking to see what other
companies are doing, particularly in the utility
sector

Aligned corporate responsibility priorities with our
business strategy to determine which areas were
most important or carried the most risk

Developed a corporate responsibility definition and
program objectives

Created a CR governance and management
structure
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Moving Forward

Implementing data management system to track and measure
progress against CR program goals in preparation for first CR
report

Revising corporate giving guidelines in alignment with core
business and in partnership with business units

Developing opportunities for employee involvement in
corporate responsibility activities

Reaching out to state, business and functional leadership to
see how CR can collaborate with and support their work

Partnering with outside organizations and stakeholders to
benchmark progress and inform ongoing program
development
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American Water’s
Corporate Responsibility Program Goal

Strategy and management system that integrates
corporate responsibility activities throughout the
business so that employees, customers,
shareholders, community leaders, regulators and
other audiences see American Water as a highly-
responsible corporate citizen.
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Presentation Notes
Corporate responsibility has to live and breathe throughout the business, driven by all functional areas and individual employee actions.  So our goal is to develop….
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