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Regulatory Approval Process Advances

From: John Bigelow, SVP Regulatory Programs & Enterprise Risk
Management

and Dietrich Firnhaber, SVP Lagal

On June 26, we recelved approval from the Tennessee Regulatory
Authority for the sale of shares of common stock of American Water.
Petitions related to RWE's divestiture have been flied In 13 states,
Tennessee |s the second state where approval has been obtained. On
June 5, the company received notification from the Hawali Public Utilitles
Commission that approval was granted. Our teams contihue to advance
the regulatory process in the other states where approval Is required,

Please use the attachment below to print and share hard copies
with those who do not have Intranet access:

Regulatory Approval Process Advances (pdf)
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New VP of Planning & Reporting Begins June 15

Ownearship Transition

From: Ellen Wolf, SVP and CFO

I am pleased to announce that John Settelen will be joining American
Water as Vice President of Planning & Reporting effective June 15, 2006.
In this role, John will be responsible for corporate business planning and
analysis Including Annual Business Plans and Flve Year Business Plans,
He wlll replace Matthew Harris, who wil| take on a new posltion to
support American Water's preparation for its Initial Public Offering.

John previously worked at Amerlcan Water for 17 years, holding a varlety
of pesitiens In the company, including Corporate Accounting Director and
Vice President and Comptroiler of New Jersey American Water., For the
past 7 years John has worked in the energy Industry with Exelon
Corporatlon and more recently Constellation Energy.

John is a Certified Public Accountant and Certified Management
Accountant.

John's experlence of planning and reporting In a regulated environment
wlill be an asset to the company as we prepare for the future, Please join
me in welcoming Joehn back to American Water.

Please use the attachment below to print and share hard coplas
with those who do not have Intranet access:

New VP of Planning & Reporting Begins June 15 {pdf)
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Internal Audit Group Joins SOX Implementation
Team

From: Ellan Wolf, Senior Vice Prasident & CFO

As part of our program to become compliant with the Sarbanes-Oxley Act
(S0X), which wlill enable us te become a public company, our SOX
Implementation team is reviewing ail of our processes and controls. SOX
establlshed higher levels of accountabllity and corporate governance
standards, Including reporting requirements for publicly registered
companles, Many of the areas being documented and tested for SOX
compllance would normally be reviewed by our internal audlt
department. For that reason, our Internal audit group has recently been
assigned to join the SOX implementation team. It Is a common practice
for a company's Internal audlt department ta become part of a SOX
Implementation team during the Initial year. At American Water, this
assignment change will help butld capability within our audit function,
while providing valuable skills and abllitles for cur SOX compliance
program.

In order to accommodate the change in assignment, our Internal audit
group will complete audits currently in progress, and will perform new
audits only as required to address a specific business need. In addition to
the change In asslgnment, we are making a change In reporting. The
Internal audit group will now repert administratively to me as CFO, rather
than to the CEO, while also reporting directly to the Audit Committee of
the American Water Board. The process to recruit someone to iead the
group, replacing Doneean Hobbs who is now leading our Shared Services
Center, continuas.

As our SOX compliance program draws to a close later this year, our
Internal audit group will return to thelr core function. Additlonal focus will
be placed on testing in our organization for compllance with SOX, and
helping to ensure our processes are updated and kept current to satisfy
our business needs.

Please use the attachment befow to print and share hard copies with
those who do not have Infranet access:

June 7, 2006 - Internal Audit Group Joins SOX Implementation Team
(pdf)
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Filing in Kentucky Marks Completion of the First
Stage

From: John Bigelow, SVP Regulatory Programs & Enterprise Risk
Management

and Dietrich Firnhaber, SVP Legal

On June 5, American Water filed a petition with the Kentucky Public
Service Commisslon for approval of RWE's divestiture of Amerfcan Water.
This flling marks the completion of the first step In the regulatory
process.

Petitions dealing with RWE’s divestiture have been filed with the state
public utlfity commissions In 13 states. The regulatory process was
initlated on April 21 with applicattons filed in New York, Virginia,
Maryland, Tennessee, Illinols and Hawall, and was followed by Arlzona on
April 26, Pennsylvanla on May 5, West Virginia on May 8, Callfornia and
New Mexico on May 22, and New Jersey on May 23. Over the next
several months our teams wlil continue to advance the regulatory process
in each state. In fact, we achleved our first state approval on June 5 from
Hawail.

We have started the necessary preparation for the next step In the
ownership transition process which Inciudes our Initlatlve to become
Sarbanes-Oxley compliant, We anticipate that the initial filing with the
Securlties Exchange Commission will not occur before late 2006 when all
our regulatory proceedings are well underway.

Please download and print the attached fifa for posting purposes

Filing In Kentucky Marks Completion of the First Stage for Regulatory
Approvat

Content Owner: Dan Kelleher
Last Update: June 06, 2006
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New Jersey Filing

From: John Bigelow, SVP Regulatory Programs & Enterprise Risk
Management

and Dietrich Firnhaber, SVP Legal

Yesterday, Amerlcan Water filed with the Californla Public Utliities
Caemmissien and the New Mexico Public Regulations Commission for
approval of the sale of shares of commen stock of American Water
through an IPO. American Water has also filed with the New Jersey
Board of Public Utilitles today, Today's filing In New Jersey marks our
formal filing In 12 of the 13 states,

We plan to flle In Kentucky, the remaining state, In the near future,

These filings represent the culmination of a great deal of work and effort
of many people. We are grateful to them and to you for your continued
support and interest,

Content Owner: Dan Kelleher
Last Update: May 24, 2006
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Regulatory Approval Process Begins Today
From: Donald L. Correll, President & CEO

Today we have flled petitions with state public utllity commissions in New
York, Virginla, Maryland, Tennessee, Illinocis and Hawaii for approval of
the sale of shares of commeon stock of American Water. This Is the first
step in the process of RWE's divestiture of American Water.

These fillngs represent an Important milestone in American Water's
history. Geftting to thls point In the procass has required an enormous
amount of effort by many employees and advisors. Over the next several
weeks, we intend to flle petltions In the other states where regulatory
approval Is required. While the regulatory process will involve our entire
regulatory team, it remains very Important that each of us focus on our
day-to-day responslbilities related to dellvering the reliable, high quality
service our customers expect. I look forward te communicating with you
further in the next two weeks.

Content Owner: Dan Kelleher
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Vice President of Investor Relations Begins April 17
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Vice President of Investor Relations Begins April 17
From: Ellen Wolf, Senior Vice President & CFQ

I am pleased to announce that Ed Vailejo has accepted the new role of
Vice President of Investor Relations at American Water, reporting directly
to me.

Ed will joIn us baginning Monday, April 17 and will asslst In the process of
taking American Water Into public ownership. Following that, he will be
responsible for communicating American Water's strategy and
performance to the financlal community.

Ed will rejoln American Water now that his asslgnment as Thames Water
Chile Chief Financial Officer has come to a close with the completion of
the sale of Thames' Chilean holdings. He brings extensive experience in
Corporate Finance, Capital Markets and Investment Banking, Including

Inlttal Public Offering transactions.

Prior to his assignment in Chile, Ed held a variety of senior management
posltions with Increasing responsibllity Including Vice President of Planning
and Mergers & Acgulsitions for American Water and Treasurer of American
Water Works Service Company.

Please join me in welcoming Ed back to the Amerlcan Water family.
The foregoing communication is for internal distribution only.

Please use the attachment below to print and share hard copies
with those who do not have Intranet access:

Vice President of Investor Relatlons Begins April 17
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RWE To Sell Shares of American Water in an Initial
Public Offering

From: George MacKenzle, Interim CEQ

Since RWE announced Its plans to sell American Water on November 4,
2005, we have all expected news on the method of sale, either through
an initlal public offering (IPO} or to a group of long-term oriented
financial Investors, RWE’s Executive Board now has decided to sell shares
of American Water in an IPO with the expectation that our shares witl be
Iisted on a national stock exchange, This Is exclting news for us, and an
opportunity to demonstrate Amerlcan Water’s commitment to our
employees, and to the communities and customers we serve,

As you may know, the sale of shares of Amerlcan Water In an IPO wlil
require approval by the public utility commissions In certain states as well
as the flling of a reglstration statement with the U.S. Securlties and
Exchange Commisslon, The transaction wil} also be subject to the
approval of the RWE AG Supervisory Board. The target |s to complete the
transaction durlng 2007,

As a reminder, the U.S. securitles laws and regulations impose strict
restrictions on American Water, Its local operating subsldiaries and
emplayees as to what may and may not be sald to the public about the
company, Its local operating subsidiaries and the IPO process. Please
remember that any violation of these laws and regulations could have
serious negative consequences to Amerlcan Water, RWE and the
indlvidual commltting a violation. To comply with these restrictions, all
questions frem the media and others should be referrad to Dan Kelleher,
External Affairs, at (856) 346-8258 or Kimberly Ceoper, External
Communlcations, at (856) 346-8207,

While this news Is a mllestone, we do not yet have answers te many of
the questlons you might have. Please continue fo remain patfent as we
are committed to keeping you updated about the process. I again
encourage everyone to remaln focused on our customers and continue to
provide superior service and value to them as we prepare for this new
chapter In the history of American Water.

The faregoing communication is for internal distribution only, doas not
constitute an offer to sell any securities and Is not a solicitation of an offer
to buy any securitfes. such an offer or solicitations will only be made by

means of & prospectus,

Content Owner: Gary Dean
Last Update: June 07, 2006
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March 17, 2006
Message to Employees from the Interim CEO
From: George MacKenzie, Interim CEQ

Several dlverse topics are on my mind that I'd like to cover:
candemnations, an Interesting Industry trend, media rumors, and our
Sarbanes-Oxley compliance effort,

There has been a lot of recent press coverage about condemnations,
particularly In Illinols, Californla, West Virginla and Kentucky. This can be
distracting to all of us In accomplishing what we strive to do - dellver
rellable, high quality service to our customers. However, I belleve once a
decislon is made by RWE on the divestiture process, we will be able to
move qulckly with regulatery filings to help expedite the approval pracess
and move forward with the sale. A declsion on the sale process should
help catm condemnation interest. But the most effective way to avoid
customer dissatisfaction and condemnation interest Is for each of us, as
Individual employees, to do our jobs well day In and day out. That will
keep American Water a high-value, high-performing company.

Amerlcan Water has tremendous value In our Industry, I recently saw a
report that struck my Interest, It stated that in the past decade, the
number of publicly traded water companies has decreased from 24 to 12,
a reflectlon of Industry consolidation., What's key Is that the 12 publicly
traded water companles today have a combined value of $7.2 billion. If
Amerlcan Water were to become a publicly traded company, from a
market capitalization perspective, we would more than double that value.
No matter our ownership status down the road, our size, our value and
our leadership In the Industry are something of which we can all be proud.

Also in the media recently has been speculation about competitor Interest
In purchasing American Water and/or Thames Water, namely, Veclla. We
shouldn’t be surprised that there might be rumeors of such interest [n
purchasing the assets of American Water - we are an attractive, quality
business, However, many will be just rumars. Untll RWE decides on its
method, we wlill continue to regard this as pure speculation.

Until the sale process is further along and ownership status Is clear, I
realize there are outstanding questions many of you have posed. I ask for
your continued patlence. We wilt provide information when we can and as
answers became available.

Our Sarbanes-Oxley Act compllance projact Is moving steadlly forward,
The steering committee met last week with cur external consultant, Ernst
& Young. We are In the Initial assessment - looking at the state of our
current overall contral environment, This Includes interviews or evaluative
discusslons with our business unlts at a management level, As the
process and findings unfold, you will be hearing more.

I welcome your feedback and appreciate your continued support.

Sincerely,

http://intranet.amwater.net/news/internal _announcements/page8245.html
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Pollcy Concerning Media Contacts
From: Dan Kelleher, Sr. Vice President, External Affairs

On Nevember 28, 2005, a communication was Issued by George Patrick,
General Counsel for American Water, to inform employees about the
approved way to handle any Inquirles you may receive related to RWE's
divestiture of American Water. The following s Intended to complement
the November 28 communication by informing employees of our policy
regarding interaction with media beyond the sale process.

American Water Is frequently the subject of medla coverage. A conslstent
and weil-defined system for external communications Is Important to the
success of a campany., Mareaver, federal security laws impose certain
obligations on the company regarding the disclosure of information.
American Water, therefore, has establlshed the following policy and
procedures.

= Amerlcan Water has individuals who are authorized spokespersons for
Its interactlons with the media. No other employees are authorized to
speak on behalf of American Water with respect to Its business operations
or Issues affecting the company uniess they have been expressly
authorized to do so, by an authorized spokesperson,

+ Please consult with one of the authorlzed spokespersons listed at the
end of this document before you or anyane in your organization responds
to medla cails or participates in any interviews.

« If you are contacted by a journalist, please feel comfortable saying that
company pelicy requires you to direct him or her to one of the company's
authaorized spokespersons,

« Rumors concerning the business and affalrs of American Water may
clrculate from time-te-time. It Is the company's pollcy not to comment
upon rumors and media or financial market speculation. Employees are
expected to avold commenting upon or responding to rumors and should
refer any requests for comment or response to an authorized
spokesperson.

= All American Water employees are responsible for understanding and
followlng these guidelines. The potential for Inappropriate medla contacts
to create brand or reputation Impact Is a serlous matter, The failure to
observe these policles can be the basls for discipline or discharge.

« American Water's External Affairs/External Communlcations team is
avallable to provide media relations strategy, advice on media tralning,
response to media inquirles and communlications counsel. Questions
related to external communications activities should be directed to one of
the authorlzed spokespersons,

Thank you in advance for your cooperation. Any questions regarding
‘thiese pollcles I gerierdl of thelr applicability to the faéts of a spacific
sltuation should be directed to Dan Kelleher {dkelleher@amwater.com).

http://intranet.amwater.net/news/internal_announcements/page8298.html
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Policy Concerning Media Contacts

Below [s a list of Individuals who are authorized spokespersons for
American Water:

American Water Corporate: Kimberly Cooper, Office: 856-346-8207,
Emall: kitmberly.cooper@amwater.com

Northeast Region: Lendel Jones, Office: 609-512~3606, Emall:
ljones@njwater.com

Southeast Reglon: Debbie Lippert, Office: 724-743-3101, Email:
dlippert@pawc.com

Centrail Region: Eric Thornburg, Office: 314-996-2301, Emall:
ethornburg@amwater.com

Wastern Region: Kevin Tilden, Office: 619-409-7714, Emall:
ktilden@amwater.com

Content Owner: Dan Kelleher
Last Update: May 24, 2006
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Decisions to Postpone Technology Implementation
and Accelerate Sarbanes~Oxley Compliance

From: John Young, COO, & John Bigelow, CFO

The American Water Executive Management Team (EMT) has decided to
postpone for at least one year the Implementation of an ERP (Enterprisa
Resource Package) of new financlal and HR systems - the two primary
areas of focus with the mySAP Work Package 1. However, the company
has declded to accelerate the work required to enable Amarican Water to
become compllant with the Sarbanes-Oxley Act of 2002 {S0X).

These declsfons were reached after careful, In depth review of the work
effort and timetables Involved with each project. The announcement by
RWE to sell American Water was a significant factar in our decistons,
particularly related to accelerating SOX compliance.

We recognize this declsion will impact many of our employees, and In
particular those who have joined the mySAP Work Package 1 project
team. Many of the project team members have relocated and/or
committed to long-term temporary assignments. We want to recognize
and thank those employees for the commitment they have made and aiso
confirm we will work with them In thelr transitlon. We also want to
emphaslze our declslon In this regard will not result in any Involuntary job
losses.

This change of priority will prompt many questions, and we have
addressed several below. If there are additional questions, we will be able
to discuss them in the course of meetings over the next several days. For
further questions, emall AW Internal Communications (or
aw.Jnternalcommunications@amwater.com),

What happens to the team working on the SAP and related
technology projects?

We held meetings today with the team members. We wlll Jook for
opportunities to redeploy team members currently on the SAP and other
related technolegy projects. We anticlpate that atl will have the
opportunity to go back to their former departments. These Include, for
example, [T, Finance, Human Resources, Procurement, and the business
units. In the future, some employees may be able to support the SOX
Implementatlon project,

Why can’t both projects be completed at the same time?

We have spoken with consultants experienced with helping companies
become compliant with SOX, and have also spoken with Individuals who
have been Involved In such projects. The consistent message Is that the
project will be difficuit and time intenslve. Attempting to become SOX
compilant In line with RWE’s sale plans at the same time as changing
technology platforms Is not possible. Therefore, we have concluded the
best course Is to Implement SOX compliance procedures first, Then, we

http:/intranet,amwater net/news/internal _announcements/page8306.html
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Decisions to Postpone Technology Implementation and Accelerate Sarbanes-Oxley Compliance Page 2 of 3

will return to the technology Improvement programs,
When is this effective?

The declsion [s effective today, There will be close-out activity of the
mySAP project through December 31, 2005, The Human Resources team
will work with profect employees to epable the smoothest transition to the
new role, and these dates will vary over the course of the next month.
Separately, the SOX compliance efforts will begin early in 2006,

Will jobs be lost?

No. We are committed to working with employees to review Individual
capabilitlies and potentlal employment options. As stated prevlously, the
majority of those assigned to the project will return to thelr local business
unlts,

What is the Sarbanes-Oxlay Act of 2002 (SOX)?

S0X Is a plece of federal legislation sponsored by Senator Paul Sarbanes
and Congressman Michael Oxley In response to a series of business
scandals (l.e. Enron, WorldCom) that occurred in 2001-2002. The Act was
authorized by Congress to help Increase Investors’ confidence In the
integrity of the financial statements of public companles and bolster
confidence In the capital markets.

The primary objectives of the Act are to: prevent accounting and
reparting problems from occurring; define a higher level of responsibliity, 1
accountabillty and financial reporting transparency; provide new or
enhanced standards for corporate accountability and penalties for
wrongdolng; and fundamentally change how Audit Committees,
management and external auditors carry out thelr responsibllities and
Interactions.

Why is the Act important to American Water?

When American Water becomes a stand-alone company, there will be
Increased expectations by Investors related to Internal controls and
transparency, If American Water becomes a publicly traded company, we
will be required to comply with SOX. The Act currently impacts most
publicly traded companies, but the “spirit” of SOX Is beginning to enter
into the private and government sectors as well. While the Act's focus Is
primarlly on the controls surrounding financial reporting and protection of
assets, the Impact is far reaching In every organization touchlng the CFO,
CEOQ, management and the employees, Although the CFO and CEO are the
primary individuals who are required to certify financial statements and
reports, many companies require managers to sign a sub-certification of
thelr control environment to suppart thelr sign offs, SOX focuses on key
processes from "start to finlsh" to ensure the proper controls are In place.
Compllance with SOX needs to occur before a company can be publicly
traded.

What are the requirements under SOX? .

As a publicly traded company, we would be required to file quarterly
financlal reports and annual reports with the Security Exchange
Commission (SEC). The Act requires CFOs and CEOs to formally certify as
to the accuracy of quarterly financial statements, as wall as the operating
effectiveness of disclosure controls and procedures, and ability to detect
acts of fraud. Management must also assess, conclude and accept
respansibllity as to the effectiveness and design of the control
environment at year end. The annual assessment [s supported by engoing

year, as a result of testing and documentation, we would attempt to "fix"
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Decisions to Postpone Technology Implementation and Accelerate Sarbanes-Oxley Compliance Page 3 of 3

any control gaps identified to ensure the control environment |s effectively
designed and operating properly to insure proper reporting, Our auditors,
PricewaterhouseCoopers, review management's assessment of internal
control during the year by revlewing SOX documentation and test results,
Included in the annual report, Is an auditor opinion and conclusion on
management's assessment over internal centrol,

American Water was a publicly traded company prior to being
acquired by RWE. Was the company in compliance then?

When American Water was publicly traded (prior to January 2003), the
company was In full compllance wili all then applicable SEC regulations.
Although the Act was signed Into law In 2002, most public companies
were not required to be SOX compliant until 2004, RWE acqulred
Amerlican Water in January 2003, so Amaerican Water has not been
required to comply. In addition, SOX applles primarily ta companles that
are listed on one of the US stock exchanges. Since RWE is not listed in
the US, It has net been required to comply.

FollowIng the various business scandals in 2001-2002 (l.e. Enron,
WorldCom), reporting requirements and management responsibilities
have become greater. Most notably the documentation and testing
requirements assoclated with management's assessment and conclusion
on the Internal control environment have become much more strict, The
performance of controls must be evidenced ("show me") and the absence
of key controls requires immediate actlon to implement and reduce risk.

What is the timelfine for the SOX project?

We Intend to begin & scoping process thls week and to have the results in
January. Once we have that information, we will be able to better define
next steps and timelines.

Doas American Water still intend to implement an ERP project? If }
so, will the project team be reassembled?

The main drivers to replace our systems are the aging of those platforms
and the need for our business to become mare efficient In our technology
pracesses so we can work better, work smarter, and serve the customer
better, These are still important to our business, and during the SOX
compliance project we wil enhance existing systems and controls. We
expect to revisit the technology project after SOX compliance Is
completed. When a course of action and timeline related to replacement
of the technology platferms are decided, we will need a team In place to
implement the project.

Content Owner: Dan Kelleher
Last Update: May 24, 2006 .

©2006 American Water [ This Site Is for Internal Use Only.
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Handling Inquiries About the RWE Divestiture:
Guidelines for all Employees

From: George W. Patrick, General Counsel

On November 4th, RWE announced that it Intends to divest the Amerlcan
Water business elther through an inltlal public offering (IFO) or to a small
group of long term financial investors. It Is iImportant that you be aware

of guldelines for handling Inqulrles you may recelve about the divestiture.

If the IPO optlon Is selected, American Water will again become a public
company, Because an IPO and private divestiture are both being
constdered, the US securities laws Impose on American Water, Its local
operating units and thelr employees certaln restrictions on what may and
may not be said about American Water, 1ts local operating units and the
divastiture process. A violatlon of these laws could have serlous
conseguences,

To comply with these restrictions, American Water has appolnted Danieal
Kelleher, SVP, External Affairs, as the Company's principal
spokesperson. All questions and requests from the press and others
for information or comments about the divestiture shouid be
refarred to Dan at (856) 346-8258. Therefore, all Amerlcan Water
employees cther than Dan and members of his staff designated by him
should not be Involved in any way with any communication with anyone
outsfde the Company regarding the IPQ or divestiture process.

Members of the divestiture project team will recelve speclal instructions
governing their communications with regulators and other members of
the team, Here are some specific guldelines that all other American
Water employees should follow:

= Do not mentfon the IPC or divestlture process In any press release,
press conference or other publlic communication.

» Do not take part in any conversations with representatives of the media,
regulators, or others outside of American Water that relate in any way to
the IPO or divestiture.

» If the subject of the IPO or divestiture comes up, do not volunteer any
Information beyond what RWE has publicly announced, At the date of this
letter, that information conslsts essentially of the first sentence of this
letter,

* You may answer unsolicited inquiries from the medls, regulators
and others concerning factual information about American
Water's business if {a) that information Is already publicly
available, and (b) you answer in a manner consistent with past
practice. Do not make any statements concerning the potential
IPO or divestiture process beyond what RWE has publicly
_anngunced. . R

* Do not make any major changes to advertising campalgns, American

http://intranet.amwater net/news/internal _announcements/page8307.html
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Handling Inquiries About the RWE Divestiture: Guidelines for all Employees Page 2 of 2

Water web sltes or other publicity programs without first consulting Dan
Kelleher or his team,

Again, it Is extremely Important that you follow these restrictions and
guldelines. If you are unsure about a particular communication or have
any questions, please consult Dan Kelleher. The divestiture process Is an
exclting ane for Amerfcan Water, and by complying with these guidelines,
you will be able to help ensure the process goes smoothly,

Content Owner: Dan Kelleher
Last Update: May 24, 2006

©2006 Amerlcan Water | This Site is for Internal Use Only.

http://intranet.amwater.net/news/internal_announcements/page8307.html 7/6/2006

KAW_1STAFFDR_9_ATT 071106
8 of 113



An Update from Jeremy Page 1 of 2

& American 3
“\.\"Watﬁfu» FOWE " Group

our Oty
{ Industry News |

Business Operations | Technnlog Rasources

“Internal Publications

Archives
{_Current November 22, 2005 Sltemap Halp
o .
Qwnarship Transition Feadback Print

An Update from Jeremy

From: Jeremy Pelczer, President and CEQ l | H Search

Dear Colleagues, _______l o Directory
Further to my October 21 update, there have been some unexpected E-Confereitcing
developments to say the least. On November 4, RWE announced its

Intention to undertake a divestiture of American Water and Thames ['Quick Links |
Water separately. Clearly there will be a regular communlcation update

specific to the sale process to keep employees Informed. We are stlll AW Internet Site

very much In the early stages of the process and are working closely with :
RWE ta determine specifics. Employee Discounts :

1. I was in Callfornia last week attending the annual Natfonal Assaclation Service Desk Onfine
of Regulatory Utllity Commissloners’ (NARUC) conferance. This afforded
me an opportunlty to reach out to a number of the regulators in the
communlties we serve directly.

Knowledge Communitles
team:americanwater

During those conversations I made the following points:

+ ] reiterated the background to the consolidation [n the European Energy
market in which RWE wlishes to be a major piayer.

» 1 advised them of the significant capital Investment needs In both the
American Water and Thames Water businesses. The Water Divislon is
42% of the capltal Investment of RWE. This growling capital requlrement |
for both water companles, combined with alternative ocpportunities for
RWE In European Energy, were factors RWE considered. Allowing
Amerfcan Water and Thames Water to access the necessary capltal as
stand-alone businesses Is the path RWE has chosen,

« I also reminded regulators and supporting staff that In the first three
years of ownershlp under RWE, American Water has spent 16% more on
capital than In the prior three years before RWE ownershlp. Including
forecasts for November and December this year, that three-year total is
$1.44 billon of capital investment in American Water,

+ I also advised those I met at the conference that we are very focused
on ensuring business as usual Is seen as a paramount requirement of all
of our management and employees, and we will contlhue to be diligent in
maklng sure our customers get the service they daserve,

It is certalnly true that change brings with it uncertaintles, which can be
of concern to employees. However, we are working closely and well with
RWE In a joint effort to ensure a smooth transition to new ownership. I
helieve American Water will continue to be the market leader. The aging
Infrastructure in the US creates further growth opportunity for American
Water, and Investment in growth will beneflt the company and the
customers In the communities we serve.

2. Executive Management Meeting-

7/6/2006
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An Update from Jeremy Page 2 of 2 ‘

Fortultously, we had planned for some time our quarterly Executive
Management Team Meeting (EMT) for the perlod Novermber 16-18, This
allowed us to make sure the whole EMT was fully aligned behind the early :
work on the sale process and the next steps. Included In the reviews at
the EMT meeting was the start of Important goal alignment as we sat the
objectives for 20086, It is my intention to complete all the performance
management reviews with colleagues from the EMT during

December. They, In turn, will be able to have performance management
meetings within the reglons and functlons, setting individual goals for
2006. This will allow everyone to be clear on their priority goals, allowing
us to continue improving alt aspects of how we manage the company and
serve our customers.

As we have undertaken at previous EMT meetings, we again had i
representatives from the Western Reglon Change Partner Network join i
the EMT for one of the evenings. I always find these gatherings invaluable
in gaining continued Instghts to the thoughts, ideas and challenges as
seen through the eyes of those who participate In the Change Partner
Network and I thank them for thelr time and efforts.

3. American Water continues to collect various awards for Its
performance in a wide range of activities. The most recent was as the
2005 NCPPP (Natlonal Council for Public Prlvate Partnerships) award
winner. This natlonal award is related to our partnership with the City of
Buffalo, New York. As a result of our award-winning partnership, the City
noticed $21m savings In costs and the public noticed an 8% rate
decrease. The award also emphasizes the long-term nature of our
relationship with communities we serve. These awards are never 2asy to
collect and don’t come quickly. The background Is that In September 1997
the Buffalo Water Board entered Into a contract with American Water
Services to upgrade, operate and maintain [ts water system. The orlginal
contract had a five-year term, which has since been renewed for another
five years, Well done to all those Involved in the contract.

Having been In the US for the last two weeks, I am actually In the UK this
week and returning to Voorhees on Dacember 1. I would [lke to take this
opportunlty to wish all American Water employees a very happy
Thanksglving and I hope all of you enjoy quality time with your family and
friends on this important occaslon,

With very best wishes,
Jeremy Pelczer

CEO, American Water

Content Owner; Dan Kelleher
Last Update: May 24, 2006

©2006 American Water | This Site is for Internal Use Only.
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November 11, 2005

American Water Ownership Transition Update 1
From: Intarnal Communications

This I the first of perlodic updates we will Issue as Information becomes
avallable on the sale of American Water by RWE. Employee questions are
belng collected and answers will be distrlbuted when sufficient
Informatlon Is avaliable to do so. The Change Partner Networks will also
be part of our communications process. An attachment Is Included below
with this update to provide a Question & Answer Guide.

BCEO Jeremy Pelczer Offers Briefing for Employees

While in Voorhees this week, Jaremy Pelczer has been communlcating
wlth employees Informally, Here he provides further background to RWE's
decislon. He explained, "The decision RWE has reached 1s not an
indicatlon that anything Is wrong with American Water or Thames Water,
rather RWE, as a major European energy company with gas and
electricity being its traditlonal strengths, belleves that it can make the
best use of Its core strengths by concentrating on the converging
Eurcpean utility markets. American Water and Thames Water will be sold
saparately to achleve the best value for both companies. The sale will
take time, however, and we will still ba part of RWE next year and
probably inte 2007,

"During this transition, we need to focus on getting the basics right In
terms of customer service and meeting our regulatory obligations,” he
added, stressing that day-to-day business needs to continue as usual. *I
understand this time might be unsettling for you and that you need to be
kept Informed, We will communicate openly with employees about
progress.”

Jeremy is planning to meet next wesk with utility regulators at the
Natlonal Associatlon of Regulatory Utility Commissloners Conference in
Callfornla and also with the Amerlcan Water EMT at its quarterly meeting.
His next personal update to Amerlcan Water employees wiil be distributed
hy Novembher 22, ’

eRecap of Interview with RWE CEQ Harry Roels

On Sunday, November 6, Harry Roels discussed RWE's declsion to sell
its principal water business, He began by saying “American Water and
Thames Water are excellent companies.”

In his Interview with a major German newspaper, Frankfurter Aligemeine
Sonntagszeitung, he also explained that the change In strategy Is largely
due to the company’s need to pursue greater opportunities In the Eastern
Europe energy markets. The significant capital expenditures required for
the water Industry, he said, limits RWE's flexibllity to capltalize on those
energy Investment opportunitles.

‘ASVP, Capital Markets Joins American Water Board and EMT

http://intranet.amwater.net/news/internal announcements/page9144.html
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American Water Ownership Transition Update 1 Page 2 of 2

Earller this week, Dietrich Firnhaber, SVP, Legal/Worldwlde Legal
Director, explained that representatives from RWE will be joining us
regularly throughout the sale process, and weicomed Andreas Zetzsche
In addition to Christoph Quick, both members of RWE's Mergers &
Acquisltions team,

Dr. Volker Heischkamp has also joined the Amerlcan Water team as a
Senlor Vice President, Capital Markets, He will joih the Board of American
Water and the senlor management team. Volker comes from RWE, where
he has been Head of Group Treasury. Volker will relocate here to play a
key role In helplng to coordinate the sale process, hls focus belng on all
aspects of the capltal markets and taking care of close llaison between
American Water, RWE and Goldman Sachs, RWE's appointed Investment
banker,

#Sale Process Team Assambled

A team of experts in mergers, acquisitions, finance and capital markets
has been assembled and will hold discussions with American Water
management members at the Voorhees Business Center and the four
reglons, The team is made up of representatives from RWE and Goldman
Sachs, Thelr primary purpose Is to better understand our business as well
as our business plans and aspiratlons for the future.

Christoph Quick, Senlor Project Manager for RWE's Mergers and
Acquisitions, will be responslble for the sale process.

Please use the attachments below to print hard coples for sharing
with those who da not have Intranet access ...

Content Owner: Dan Kelleher
Last Update: May 24, 2006

©2006 Amarican Water | This Site is for Internal Use Only.
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RWE Evaluation Process Begins
From: Dletrich Flrnhaber, SVP, Legal/Worldwlde Legal DIrector

In our employee conversatlons held in several locatlons last Friday about
RWE's plan to sell American Water and RWE Thames Water, numerous
questions were ralsed. Since RWE Is In very early stages of this
transaction, we are unable to provide answers to many guestlons, Our
External Affailrs team Is logging related guestions for the short term and
wlll plan communications as RWE moves through this process, In
addltion, thera wlill be a new sectlon to communicate RWE Updates on our
Intranet over the next week or two, In the meant/me, we ask for your
understanding and patfence,

As RWE has stated, it will conduct the process by evaluating listing
American Water with the New York Stock Exchange (an initial public
offering) as well as a sale of American Water to a group of long-term
oriented financial Investors. As part of this evaluation, we can expect
representatives from RWE to be working closely with us. This week,
Jolning us at the Business Center from RWE are Andreas Zetzsche, Head
of Mergers & Acquisltions, and Christoph Quick, Senior Project Manager of
Mergers & Acquisitions, as well as advisors from Geldman Sachs, a global
investment bank.

Flease forward your questions via emall to AW Internal Communications
or contact Denise Keily, Internal Communications at {856) 309-4546,

Content Owner; Dan Kelieher
Last Update: May 24, 2006
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Letter from Jeremy Pelczer: RWE Intends to Divest the UK and North American Water Business Page 1 of 2
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Letter from Jeremy Pelczer: RWE Intends to Divest
the UK and North American Water Business

From: Jeremy Pelczer, Prasident & CEQO
Dear Colleagues,

RWE today announced that they will focus their strategic efforts on
strengthening the company's leading market position In the European
energy sector. As a direct result, the water buslnesses of both American
Water and RWE Thames Water will no longer be a core business within
the RWE Group. RWE Intends to divest both companles. The first move
will be the sale of American Water, elther through an Inltial pubiic
offerlng or to a group of flnancial investors. As you all know from
experlence, the sale of American Water will require approval by the public
utility commissions In certain states. We expect the approval process to
be completed not before 2007.

I realize this decision impacts our business portfollo as we move forward.
If an IPO should take place, I am certaln we can master this chalienge as
we were a llsted company In the past, This {s an exciting oppertunity to
show what a great company we pperate and what dedicated pecple we
are in the communities we serve. Let us work together to meet the task-
at-hand with all our enthusiasm, drive and, above all, determination to
succeed.

As a result of your efforts and accomplishments over the years, American
Water Is today the number one company In the North American private
water and wastewater service industry, I am confident that your personal
dedicatian and commitment wlill continue unabated during the months
ahead. We also need to work closely with the executives and teams of
experts at RWE to ensure this transaction runs smoothly and
professionaily,

During this transitlon period, I urge everyone, however, to remain
focused on our most preclous asset — our customers. We need to
continue to strive in providing superior service and value to them while
preparing for this new chapter In our corporate history. American Water
continually stands out from [ts competitors by setting new standards for
performance In the water industry while at the same time belng
responsible stewards of the environment and the water resources we
manage. With our renowned expertise and outstanding reputation, we
have the tools to continue to grow by offering our customers both reliable
service and product quality,

Qver the past three years, we all have developed strong ties,
relattonships and friendships with various colleagues within the RWE
Graup. Let us contlnue working closely and cooperatively with our
counterparts and colleagues as thare is still much we can learn from each
other, and there 15 still work to be accomplished before American Water
ceases to be part of the RWE Group, - o )
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Letter from Jeremy Pelczer: RWE Intends to Divest the UK and North American Water Business

Your patience and hard work, as well as your courage, will be very much
needed during thlis transition period. The success of this transaction is
also up to us: to make It work, to go the extra mile, and to make the
difference that has always made American Water the market leader In the
water [ndustry and set us apart from the competition.

Sincerely,
Jeremy Pelczer

CEOQ, American Water

Content Owner: Dan Kelleher
Last Update: May 24, 2006

Page 2 of 2
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Message to customers from Jeremy Pelczer
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Message to customers from Jeremy Pelczer
From: Jeremy Pelczer, President & CEQ
Message Ta Qur Customers

You may have read or heard in the media that our parent company, RWE,
will now focus Its strategic efforts on strengthening the company's
leading market position in the European energy sector. As a direct result,
the company plans to sell American Water. RWE wiil commence an
evaluation of various divestment alternatives, and the sale will be subject
to regulatory approval, Please be certaln that we will Inform you once a
concrete option has been chosen,

In the meantime, please rest assured that you will continue to recelve
the same high quality of service from American Water employees that
you have come to expect. Your dally water supply and services will not
be in any way affected by this declsion.

We remaln committed te investing in our utitity operations, research and
development and Improving the customer experience. The same
management and local staff wlll continue to dellver service; our name will
remaln the same as will cur customer-service phone numbers, We will
also continue to be regulated by the same local, state and federal laws
that have always governed our operations.

Your continued trust in our abllity to provide you with reliable service and
high-quality drinking water Is very valuable to each and every one of us
at Amerlcan Water, We are proud to be part of the local communities we
serve and look forward to serving you in the future,

Thank you for continued support.

Sincerely,
Jeremy Pelczer
President and CEQ, American Water

Contact
Kimberly Cooper
856-346-8207

Content Owner; Dan Kelleher
Last Update; May 30, 2006
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Susan L Lancho To: KAWC - Notes Users, CSC - Liaisons
06/06/2006 06:19 AM cc: Deborah P Lippert/PAWC/AWWSC@AWW, Takisha D
Walker/CALLCTR/CORP/AWWSC@AWW
Subject: Article in this moming's Herald-Leader

Supervisors, please share this information with those who do not have e-mail access.

On Monday, June 5, American Water filed a petition with the Kentucky Public Service
Commission for approval of the sale of shares of common stock of American Water.
Yesterday's filing is covered in today's newspaper. American Water has now filed for
approval with all the necessary state regulatory commissions. If could take the Kentucky
PSCup to 120 days to issue its decision.

Should you have any questions re: this filing please let me know.

Thanks,
Susan

Susan Lancho

Communications Manager

American Water, Southeast Region - KY/TN
2300 Richmond Road

Lexington, Kentucky 40502

859.268.6332 office

859.268.6327 fax

850,5637.0736 cell
susan.lancho@amwater.com
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Susan L Lancho To: KAWC - Notes Users
04/10/2006 09:41 PM cc: Takisha D Walker/CALLCTR/CORP/AWWSC@AWW,
Deborah P Lippert/ PAWC/AWWSC@AWW
Subject: Article in today's Herald-Leader

An article appearing in Tuesday's Herald-Leader covers the actions taken by some U.S.
mayors, including Lexington Mayor Teresa Isaac and former Mayor Scotty Baesler, to
encourage RWE to sell systems to local communities in which we operate.

This is to remind you that RWE's intentions remain to sell American Water as one entity.
Individual state subsidiaries are not for sale.

P e e e e e oo N e Pl

Susan Lancho

Communications Manager

American Water, Southeast Region - KY/TN
2300 Richmond Road

Lexington, Kentucky 40502

859.268.6332 office

859.268.6327 fax

859.537.0736 cell
susan.lancho@amwater.com
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Susan I Lancho To: KAWC - Notes Users
11/04/2005 12:27 PM cc: Takisha D Walket/CALLCTR/CORP/AWWSC@AWW
Subject: Fw: Google Alert - Thames Water

Please know that I am aware of this public announcement and am awaiting more
information to share. If any media inquiries are received please let me know.

http:/fwww.rwe.com/generator. aspx/templateld=renderPage/id=768647pmid=4000858

Susan Lancho

Communications Manager

American Water, Southeast Region - KY, TN, WV
2300 Richmond Road

Lexington, Kentucky 40502

859.268.6332 office

859.268.6327 fax

859.537.0736 cell

susan.lancho@amwater.com

----- Forwarded by Susan L Lancho/KAWC/AWWSC on 11/04/2005 12:17 PM -----
Google Alerts <googlealerts-noreply@google.com>
11/04/2005 11:35 AM
To: susan.lancho@amwater.com

cc:
Subject: Google Alert - Thames Water

Google Alert for: Thames Water

RWE Abandons $17 Billion Water Push to Focus on Power and Gas

Bloomberg - USA

... said today in a statement to the Frankfurt stock exchange. The sale of London's
Thames Water Plc will come later, the company said. ...

See all stories on this topic

RWE says will sell water ops of Thames Water, American Water in ...

Forbes - USA
ESSEN, Germany (AFX) - RWE AG said it intends to sell the water business of Thames
Water PLC as well as that of American Water Works in 2007 as it focuses on ...

SAP is key to Thames Water efficiency drive
VNUNet.com - Haarlem,Netherlands
Utility firm Thames Water is beginning a business transformation project to improve the

quality of its information and boost efficiency. ...

KAW_1STAFFDR_9 ATT 071106
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RWE Thames Water Selects SAP to Spur Wave of Business ...

noticias.info - Spain

noticias.info/ SAP AG (NYSE: SAP) today annournced that RWE Thames Water, the
world's third largest water and wastewater service company, has chosen mySAP ...

RWE Thames Water Selects SAP to Spur Wave of Business ...

WebWire (press release) ~ Atlanta,GA,USA

LONDON, UK - October 31, 2005 - SAP AG (NYSE: SAP) today announced that RWE
Thames Water, the world's third largest water and wastewater service company, has ...

News Brief: RWE Thames Water Selects SAP to Spur Wave of Business ...

PR Newswire (press release) - New York,NY,USA

31 /PRNewswire-FirstCall/ -- SAP AG (NYSE: SAP) today announced that RWE
Thames Water, the world's third largest water and wastewater service company, has ...

RWE Thames Water Selects SAP to Spur Wave of Business ...

CRM Today - USA

SAP AG announced that RWE Thames Water, the world's third largest water and
wastewater service company, has chosen mySAP™ Business Suite to enable its ...

Thames Water to go to market as RWE eyes energy

Times Online - UK

THAMES Water's German owner is planning to return the company to the stock market,
a move that could be announced later this week. ...

UPDATE 3-RWE plans to spin off Thames Water - sources

Reuters - USA

... Oct 24 (Reuters) - German utitity RWE (RWEG.DE: Quote, Profile, Research) plans
to spin off its water businesses grouped under RWE Thames Water to focus on ...

Thames Water to float again in £9bn spin off from RWE

.Independent - London,England, UK
Thames Water, the UK's biggest water company, is to be floated on the stock market
again in a deal which is likely to value the business at about £9bn. ...

This once a day Google Alert is brought to you by Google.
Remove this alert,

Create another alert.

Manage your alerts.
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RWE AG - RWE intends to divest the UK and North American water business Page 1 of 2

i

RWE
RWE intends to divest the UK and North American water business

¢ Continental European water business to remain within RWE Energy

¢ RWE aims to temporarily increase dividend payout ratio on completion of each transaction and
reduce debt

RWE intends to sell the water business of RWE Thames Water [n the UK as well as that of American Water in North
America. RWE has come to this declsion because the Company believes it can make the best use of Its core strengths by
concentrating on the converging European electricity and gas markets. The limlted synergles between the North American
and UK water businesses and the European energy business were also a major factor in this decision.

RWE Thames Water's Continental European activitles, excluding Pridesa, Spain, will be fully integrated Into RWE Energy as
these assets offer cost-efficlency synergies within the RWE Energy’s regional markets.

RWE wilt initiate the exit process by evaluating various divestment alternatives for American Water, Options include an
initial public offering as well as a sale of American Water to a group of long-term financial investors. Once this transaction
is well underway RWE plans to begin the sales process for RWE Thames Water, Both the North American and UK
transaction will be subject to the approval of the RWE AG Supervisory Board as wells as to regulatory approvals. The
target Is to complete both transactions durlng 2007.

Under observance of the strict acquisition criterla on strategic fit and financlal performance RWE will also continue to
consider opportunitles for value-adding external growth in the European markets.

RWE expects the RWE Group, as well as American Water and RWE Thames Water, to benefit from the planned separation
of ownership. "The transactlons wil! lead to greater transparency of the value of our water business, Both Amerlcan Water
and RWE Thames Water are market leaders in thelr respective regions," stated Harry Roels, CEQ of RWE AG, "As stand-
alone entities, they are well positioned to continue on their stable growth paths going forward and malintain the breadth
and quality of thelr service," Roels added.

RWE shareholders will also beneflt from the transactions. RWE plans, upon the closing of the proposed American Water

transaction, to Increase the dividend payout ratio for fiscal 2006 to a level between 70% and 80% of recurrent net income.

Upon completlon of a sale of RWE Thames Water, RWE also expects to be able to increase Its dividend payout ratlo for
fiscal 2007 to a level hetween 70% and 80% of recurrent net income. In addition, RWE does not plan to refinance its
maturing 2006 and 2007 debt, which accounts for approximately €5 billion in bonds and bank loans.

Both Amerlcan Water and RWE Thames Water are currently included in RWE's financlal reporting within the RWE Thames
Water Division. In 2004, this Division accounted for about €4.1 billion or 9.6 percent of the RWE Group's total external
sales and contributed €1.4 billion or 23.2 percent of RWE's total operating result. In the same year, the Division accounted
for €1.5 billion or 43% of the Group's total capital expenditure requirements.

Forward-looking statements

This press release contains forward-looking statements regarding the fuiure development of the RWE Group and its
companies. These statements are assessments that we made based on Information available to us at the time this
document was prepared. In the event that the underlying assumptions do not materialize or additional risks arise, actual
performance can deviate from the performance expected at present. Therefore, we cannot assume responsibliity for the

http://www.rwe.com/generator.aspx/templateld=print/language=en/id=252946 html 7/6/2006
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RWE AG - RWE intends to divest the UK and North American water business Page 2 of 2

correctness of these statements.

This press release s not an offer of securities for sale or the solicitation of offers to buy securities In the United States or in
any other jurisdiction in which said offer or solicitation is prohiblted. Any such securities may not be offered or sold in the
United States absent registration or an exemption from registration under the U.S. Securities Act of 1933, as amended, or
In any other jurisdiction in which such offer or sale is prohibited. Any public offering of securities to be made in the United
States will be made by means of a prospectus that may be obtained from the Issuer and that will contain detalled
information about the company and management, as well as financial statements,

This press release is not for distribution in any jurisdiction where such release s prohibited.

Additional information as Download:

Additional information as links:

hitp:/fwww.rwe.com/generator. aspx/templateld=print/language=en/id=252946 html 7/6/2006
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) Press Releases Page 1 of 2

& American o
Water, RWE “Group

Press Refease
Press Releases Archive

2005 Press Releases
< Voorhees, NJ - June 29, 2006 e

American Water Funds Environmental Grant
Program ;

Voorhees, NJ - June 22, 2006
Amerlcan Water President and CEC Donaid Correll
Addresses U,5. Conference of Mayors

Voorhees, N - May 18, 2006
( American Water Appoints George MacKenzle to

Chairman of the Board

Voorhees, NJ - May 08, 2006
American Water Celebrates Natlonal Drinking Water
Week

Voorhees, N1 - May 02, 2006
American Water Continues To Grow By Acquisition
And Service Offering i

Voorhees, NJ - March 24, 2006
< RWE to Sell Shares of American Water (n an Initial
Public Offering

Voorhees, NJ - March 20, 2008
Amerlcan Water Announces Donald L. Correll as
President and CEO

Voeorhees, NJ - March 05, 2006
American Water's Audit Procgram Goes HI-Tech

Voorhees, NJ - March 02, 2006
American Water Offers Nine Tips To Protect The
Environment And Save Water

Voorhees, NJ - February 16, 2006
Six Things You Can Do Now To Reduce Winter
Water Use

1 http://129.41.243.229/awpr1/newsroom/press_releases/2006%20index.html 716/2006 |

30of 113
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American Water Appoints George MacKenzie to Chairman of the Board Page ! of 3

N American .
Water, RWE ™ Graup

Voorhees, NJ - May 18, 2006

American Water Appoints George MacKenzle to
Chairman of the Board

American Water, the largest and most
geographically diverse provider of water services in
North America, today announced the appointment
of George MacKenzle as non-executive chairman of
the Company's Board of Directors effactive May 17,
2006,

George MacKenzie mast recently served as Interim
President and CEQ of American Water until the
appointment of Donald L. Correll, which took effect
April 17, 2006, Mr, MacKenzle has been a member
of the American Water Board of Directors since
August 2003 and also served as the Chair of the
Audit Committee of the Board from February 2004,
untii his appointment as Interim CEO.

Harry Roels, CEQ of RWE AG, stated, "I am pleased
that George has accepted this appointment and will
continue to serva in an important role In preparing
American Water for Its return to being an
independent, publicly traded company."

In addition to his rele with Amerlcan Water, George
MacKenzie Is a diractor on the Boards of Safeguard
Scientifics, Inc,, traffic.com, and C&D Technologies,
Inc., where he served as Interim CEOQ early in
2005. He also serves on the Board of Trustees of
the Medical Center of Delaware and Is 8 member of
the Investment Committee at the University of
Delaware.

George MacKenzie previously served as vice T
chalrman of the Board and chlief financial officer of
Hercules Incorporated, a global manufacturer of
chemical specialties whose 5,000 employees
generated sales of approximately $2 blllion in fiscal

http://129.41.243.229/awpr 1/newsroom/press_releases/pagel 1368, html 7/6/2006
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RWE to Sell Shares of American Water in an Initial Public Offering Page l of 2 i

» American _
\\.\\ Water,, P!thB Geaup

Voorhees, NJ - March 24, 2006

RWE to Sell Shares of American Water in an Initial
Public Offering

The Executive Board of RWE AG decided to pursue
an Initial public offertng (IPO) In the U.S. for the
shares of American Water as the most attractive
option for RWE and the U.S.-based company, Its
employees and customers. This declslon will return
American Water to its status as a publicly-traded
company. RWE had previously announced on
November 4, 2005 its Intentlon to divest American
Water elther through an IPO or by selling American
Water to a group of financlal Investors.

The IPO will result in a publicly-traded company
that Is focused an water and wastewater [n the
U.S. and dedicated to maintaining a high levet of
service and quaiity,

The sales process is expected to be initlated shortly !
through filings for approval with certain state public
utllity commissions. The IPO wlll require filing of a
registratlon statement with the U.S. Securlties and
Exchange Commlissian (SEC). The transaction will
also be subject to the approval of the RWE AG
Supervisory Board. The target Is to complete the
transaction during 2007,

The foregoing communication does not constitute
&n offer to sell any securltles and Is not a
solicitation of an offer to buy any sacuritles, Such
an offer or solicftation will only be made by means
of a prospectus.

Contact:
Kimberty Cooper Blll McAndrews
American Water RWE AG
hitp://129.41.243.22%/awprl/mewsroomy/press_releases/pagel 0332.html 7/6/2006
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RWE to Sell Shares of American Water int an Initial Public Offering Page 2 of 2

Director, . Senlor Manager,

External Group Press Relations

Communications T: +49(0) 2 01/12- 1 50

T: 856-346-8207 g5

M: 856-261-9870 M: +49(0) 1 62/2 51 53
02

RWE Is one of the |leading international utllity
companies. The company provides customers with
electricity, gas and water as well as services
related to these products. The company's core
markets are Germany, the UK and Continental
Europe, Major companies and milllons of
households throughout Europe rely every day on
the RWE Group's services and products. In fiscal
year 2005, approximately 86,000 employees
worldwide within the RWE Group generated sales of
about €42 billlon.

Contact
Kimberly Cooper
B856-346-8207

®2005 American Water | Home | Contact Us | Customer Service | Your Account | Search
American Water Corporate Home

http://129.41.243.229/awpr] newsroom/press_releases/pagel0532.himl 7/6/2006
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AMERICAN WATER ANNOUNCES EXECUTIVE CHANGES Page 1l of2

\_ﬁ\ American
"N Waters R aroup

Voorhees, NJ - January 24, 2006
American Water Announces Executive Changes

American Water, the largest and most
geographically diversified provider of water
services In North America, today announced the
appolntment of Ellen Wolf as senior vice president
and chief financial officer effective March 1, 2006.
Upon joining the company, Wolf will also be elected
to the company's Board of Directors,

Wolf served as vice president and chlef financlal
offlcer for Amerfcan Water prior to the company's
sale to RWE. In that posltion, Wolf led the team
Involved In the sale process as well as the required
regulatory approval process. After leaving
Amerlcan Water, Wolf jolned USEC Inc. In
December 2003, where she Is completing
responsibilities as senlor vice president and chief
financial officer. Wolf resides in Voorhees with her
husband and three chiidren,

Effectlve with Ellen's appolntment, John Bigelow,
currently chief financial officer, will become senlor
vice president to lead the company's regulatory
programs, including rate case activity and
approvals related to the transfer of new
ownership. In addition, Bigelow will be responsible
for enterprise risk management.

"1 am delighted that Elien has agreed to return to
American Water to help lead the company as we
transition to new ownership," said Gegrge
MacKenzie, American Water interlm chlef executlve
offlcer. "Ellen has the highest integrity, and with
her knowledge of the business and the Industry,
she is uniquely qualified for this positlon. With
RWE's announcement last November that It witl be
selling American Water, Ellen's previous experience

http://129,41.243.229/awpr 1/newsroom/press_releases/page7474. htmi 7/6/2006
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AMERICAN WATER ANNOUNCES EXECUTIVE CHANGES Page 2 0f2
will be especially valuable."

"I became acqualinted with Ellen as our acquisltion
of American Water was nearing completion," said
RWE Chief Executlve Officer Harry Roels. "I was
impressed with her knowledge of the business and
respected the way she led the Amerlcan Water
transition team. I think George MacKenzie has
made an excellent choice."

MacKenzie continued, "John has done & fine job
leading the company's finance functions as part of
RWE's Water Division. I am pleased to have him
leading the regulatory process especlally as we
transition to new ownership,"

During his career with American Water, Bigelow
held a variety of senior management positions with
increasing responsibility including Vice President
and Treasurer of New Jersey American Water and
Vice President of Buslness Services for American
Water which Involved leading the campany's
transition to a natlonal customer service center.

He has been chief financial offfcer since December
2003.

Contact
Klmberly Ceoper
B56-346-8207

©®2005 American Water | Home | Contact Us | Customer Service | Your Account | Search
American Water Corporate Home

http://129.41.243.229/awpr | /newsroom/press_releases/page7474 himl 7/6/2006
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Message to Customers

N American
\-\_"\- Water,

Voorhees, NJ - November 04, 2005
Message To Our Customers

You may have read or heard in the medla that our
parent company, RWE, will now focus its strategic
efforts on strengthening the company's leading
market position in the European energy sector. As
a direct result, the company plans to sell American
Water. RWE will commence an evaluation of
various divestment alternatives, and the sale will
be subject to requlatory approval, Plaase be certain
that we will inform you once a concrete option has
been chosen.

In the meantime, please rest assured that you will
continue to recelve the same high quality of service
from American Water employees that you have
come to expect. Your dally water supply and
services will not be In any way affected by thls
decistan.

We remaln committed to investing In our utiiity
operatlons, research and development and
Improving the customer experlence. The same
management and local staff will continue to deliver
saervice; our name will remain the same as will our
customer-service phene numbers. We will also
continue to be regulated by the same local, state
and federal laws that have always governed our
operations,

Your continued trust in our abillity to provide you
with reliable service and high-guality drinking
water Is very valuable to each and every one of us
at American Water, We are proud to be part of the
local communitles we serve and look forward to
serving you In the future.

Thank you for continued support.

hitp://129.41.243.229/awpr 1 /newsroom/press_releases/page7296.html

Page 1 of 2

b

RWE " Graup

7/6/2006
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Message to Custorners
Sincerely,

Jeremy Pelczer
President and CEQ, American Water
Contact

Kimberly Cooper
856-346-8207

©2005 Amerlcan Water | Home | Contact Us | Customer Service | Your Account | Search
American Water Corporate Home

hitp//129.41.243.229/awpr1/newsroom/press_releases/page7296.himl
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New Manager of Income Tax Begins

e

Water,

Archives

Current

Qwnership Transition

June 30, 2006

New Manager of Income Tax Begins
From: Bill Schiavi, Tax Director

I am pleased to announce that Dave Stewart has jolned American
Water as Income Tax Manager. Dave has been working with the
company In a number of tax posltions for the last four years as a
consultant with Resources Connection. In his new role, Dave will be
responsible for the day-to-day management of the income tax
department at the Woodcrest office. Hls maln areas of responsibllity will
be Income tax accounting and compllance, with a particular focus on our
Sarbanes-Oxley-reiated processes and contrals, Dave wlill report directly
te me.

Dave previously held key tax positlons [n public company environments
and is exceptionally qualifled to lead the Income tax department as we
transition to a public company.

Dave Is a CPA and has a Masters degree In Taxation from Widener
University,

Please join me in welcoming Dave to Ametican Water, and share this
announcement with your team as appropriate.

Content Owner: Dan Keligher
Last Update: June 30, 2006

Page 1 of 1
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New Manager of Accounting Standards Regins

BN EaRs ey

A American
o YWater,

Archives
currant
Ownership Transition

June 28, 2006

New Manager of Accounting Standards Begins
From: Ed Kelffer, Director Financial Reporting

I am pleased to announce that Beth Scalese has jolned American Water
as Manager of Accounting Standards, In this new role, Beth will work
closely with our team dedicated to Sarbanes-Oxley compliance, She will
be responsible for managing technical research into accounting Issues
and assisting In development of corporate accounting guidelines, polictes
and procedures to ensure a high quality of financlal reporting. Beth will
report directly to me,

Beth previously worked for Systems & Computer Technology Corporation
In Malvern, PA, holding several positions of Increasing responskbllity
Including Director, Financial Reporting, Prior to that she obtalned audit
experlence with Ernst & Young, LLP.

Beth will be a great asset to the company as we transitlon to new
ownership. Beth Is a CPA and has a B.A. In Accounting from Franklin &
Marshall College.

Please joln me In welcoming Beth to American Water, and share this
announcement with your team as appropriate.

New Manager of Accounting Standards Begins (pdf)

Content Owner: Dan Kelleher
tast Update: June 28, 2006
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New VP of Planning & Reporting Begins June 15

A American

' Water,
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Current

Ownership Transltion

For Employees

June 15, 2006
New VP of Planning & Reporting Begins June 15
From: Ellen Wolf, SVP and CFO

I am pleased to announce that John Sattelen will be joining American
Water as Vice President of Planning & Reporting effective June 15, 2008,
In this role, John will be responsible for corporate business planning and
analysis including Annual Business Plans and Five Year Business Plans.
He will replace Matthew Harris, who will take on a new position to
support Amertcan Water's preparation for its Inltlal Public Offering.

Joehn previously worked at American Water for 17 years, holding a variety
of posltions in the company, Including Corporate Acceunting Director and
Vice President and Comptrolier of New Jersey American Water, For the
past 7 years John has worked In the energy industry with Exelon
Corporatfen and more recently Constellation Energy.

John Is a Certiffed Public Accountant and Certified Management
Accountant.

John's experience of planning and reporting in a regulated environment
will be an asset to the company as we prepare for the future. Please join
me In welcoming John back to Amerlcan Water,

Please use the attachment below to print and share hard coples
with those who do not have Intranet access:

New VP of Planning & Reporting Beglns June 15 (pdf)

Content Owner: Dan Kelleher
Last Update: June 15, 2006
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‘ Relaunching American Water - A Message to All Employees from CEO Don Correll Page 1 of 1
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Current

‘ Ownarship Transition

IToois u
May 01, 2006 Sttemap Halp
Feadback | Print
Relaunching American Water - A Message to All SRR ki R
Employees from CEQ Don Correll E:::] 3 Search
From: Don Correll, President and CEO [»
_“_I O Directory

In my first two weeks, I've been able te meet many of you and I look

forward to talking with more of you as I travel throughout our business.
When asked about my plans as your new CEQ, I have explained that my
top priority is en-suring American Water is at the forefront of the | Quick Links I

Industry.

AW Internet Site
The market place demands a solid external presence of companies the
size and scope of American Water, I want to see that everything possible
is done to market the American Water brand and position our
organtzation for aggresslve and solid growth activity, While business
requires a strong Internal focus on Improvement, it also requires strong Knowledge Communities
visibllity In the market place.

team:americanwater

E-Conferancing

Employee Discounts

Service Desk Online

The divestiture process provides us the perfect opportunity to reintroduce
our-selves to the market. Our reputation proves we are a leader in
providing cus-tomers quality water and service, I want to see us market
that legacy te our greatest advantage.

I see my job as leading the successful relaunching of American Water,
This Is the first of many ways In which I plan to regularly communicate to
you and with you about our pregress In thls and other key business areas.

I appreciate your support and the role you each play to continue the
legacy,

Content Owner; Dan Kelleher
Last Update: May 24, 2006

©2006 American Water | This Site is for Internal Use Only,
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Message to Employees from the Interim CEO
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Current April 07, 2006

Ownership Transition

Message to Employees from the Interim CEO
From: George MacKenzle, Interim CEO
To: All American Water Employees

With Don Correll beginning on Aprll 17, this will be my last message to
you as Interim CEQ. It's been such a pleasure to work directly with
evaryone and I look forward to serving on the company’s Board of
Dlrectois and witnessing the progress and achlevements that are yet to
occur.

Now that RWE has determined the sale of American Water is an IPQ, all
the Important processes Involved will be our focus. Our objective is first
and foremost to obtaln approval from certaln states as we prepare for
that sale. It's realistic to expect our transition te new ownership will
invalve some twists and turns In the road, but we must remain

focused, We also cannot lose sight of managing the business by providing

our customers with high quality water and excellent service in every way
as well as dellvering our financlal objectives,

Next week, I'm planning to have a company-wlde Change Partner
Netwark call to discuss some of the current movement golng an in the

company. For example, we're focusing our efforts on filling vacancies that

exist at all locations, a new code of ethics will be distributed In a few
weeks and an in-depth organizational review will help ensure a strong
talent poaol.

I leave as Interim CEQ knowing as an organization we have the skills and

determination to meet the challenges ahead and to make strident efforts

toward necessary Improvement. I'm also confident that the top leadership

role will be left to a real industry expert. Don Correll Is a great choice for
American Water. I encourage you to give him your full support. Tegether
we can all accomplish very great things.

My best wishes to each of you for continued success.
Sincerely,

George MackKenzle, Interim CEQ

Content Owner: Dan Kelleher
Last Update: May 24, 2006
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March 31, 2006
Guidelines on Use of RWE Logo
From: Kathleen Carney, Director Marketing

Now that RWE has completed Its avaluation process and declded to sell
its shares of American Water in an initlal public offering, we have further
direction on the use of the RWE logo. The target Is to complete the
transaction during 2007, and there are guldeiines In place to be followed
throughout the process, effective Immediately. These guldelines have
been approved by American Water's CEO and the brand team at RWE.
Please make it a point to share this Information with your teams and
others who may need it,

Use of RWE Logo Until Sale Completion

Short-Term Items

American Water wllt continue to use RWE’s lago en the following short-
term items untfl the sale process is complete, If additional supplles are
needed, please keep reorder quantities as low as possible,

Stationery & Templates (e.g. envelopes, letterhead, memos, fax
covers, PowerPolnt presentations for internal and external purposes)

Business Cards, Water Quality Reports (CCRs), Bill Inseris,
Internet Web Site, Advertising, Vendor Checks, Employees
Checks, Press Releases

Newsletters: internal and external newsletters, including newsletters
produced by the corporate offica and those by subsldiaries of American
Water, Including non-regulated subsidtaries

Literature Reprints: reprints Including corporate literature, reglonai
literature, folders, project sheets, case-study wrlte-ups, door hangers,
and the like; reprints will be made only when necessary. New four-color
llterature will refrain from contalning the RWE logo. New literature before
the sale is unlikely.

Proposal Cover Sheets (e.qg., all bid submittals for regulated and non-
regulated RFPs, including statements of qualification submittals.}

Bilis: aur bills currently do not reference RWE, However, at some future
stage American Water will revisit the appearance of customer bllis and its
presentation of the state brand logo.

Long-Term Items:

Newly required long-term items should be produced wlthout reference to
RWE due to thelr expense and to their shelf life lasting long after the sale.
Reproductlon of existing ltems, such as slgnage, should net he
Implemented until the sale Is complete.

Premlum Items/Giveaways: The goal Is to deplete exlsting premium
ltems, where possible, that Include RWE's logo. Currant Inventory on hand
wlth our vender shou!d suffice untl) mid-2007, Should cne need to

Our Organfzation ] Business | Operations | Technology |
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Guidelines on Use of RWE Logo Page 2 of 2

purchase a new item, It is not necessary to Inciude RWE’s logo, as often
these Items are small in size (space constralnts) and are most likely to be
visible long after the sale.

Sponserships: Given that the usage of an RWE locked logo was
problematic frorm the start (RWE has recognized this), It Is our [ntent to
sponsor or co-sponsor an event, such as the American Water Works
Assoclation, using the American Water brand only, Corporate sponsoership
opportunities planned for 2006 begin In June.

Apparel, such as uniforms, embroldered shirts, hard hats,
employee ID badges: These items are costly and are often purchased In
butk, We will refrain from reference to RWE on production of new ltems
given the longevity of usage.

Trade Show Booths: Existing trade show booths, with current reference
to RWE, will continue to be used during 2006 up untll the time of sale.
However, should a business need arise to create a new booth, we will not
need to Include the RWE logo dua to expense and longevity.

Water Tanks: Water tanks with current RWE reference will eventually be
addressed once the sale process Is officlal. New water tanks or tanks
requlirting repainting before the sale process shouid not Include RWE logo
reference due to major expense and iongevity.

Interior Signage, such as employee nameplates, lobby decor,
permanent signage: Due to costs, we will refrain from reference to RWE
for these items, when ordering new. No purchases should be made to
simply replace existing items.

Exterlor Slgnage and Flags: Signage and flags with reference to RWE
will not be changed until the sale process. New signage and flags that are
needed before the sale process will be produced without the RWE logo.
We axpect this need before the sale process to be minor, i

Fleet: Since the majority of Amerlcan Water's fleet is still white with the
local logo, we will cease ordering new fleet In stlver and revert back to
white, New decals for new cars will carry the local AW hrand only due to
casts.

Content Owner; Kathleen Carney
l.ast Update: June 28, 2006 E
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Director of Customer Service Takes on CSC SOX
Compliance

From: Glenn Milton, Vice President of Customer Service

I am pleased to announce that effactive Immediately Director of
Customer Service Adam Boelke has accepted the assignment to lead
the Customer Service Center’s Sarbanes-Oxley Act (SOX) compllance
efforts and other auditing projects. In dolng so, Adam will be relocating
from the Pensacola CSC to the Alton CSC.

This relocation Is necessary so Adam wlll be able to work more closely
with the CSC audlt and compilance ad hoc teams, as well as more directly
with the company‘s SOX project team and American Water's S0X
contracter, Ernst & Young.

Essentially, SOX, Section 404, is the measure and reporting of the
company’s Internal control over financial reporting. SOX impacts publicly
traded companles, and it Is also beginning to enter the private and
government sectors. The company has begun developing a SOX
implementation plan, and Adam will have a critical role in the plan’s
development and Implamentation at the CSC.

Adam has a strong foundation In our business and strategic areas to allow
for CSC success In the upcoming year and beyond.

Let me assure everyane that the Pensaccla CSC plays a vital role in
dellvering top-notch service to our customers, and Adam’s leadership has
developed Pensacola to be prepared for this strategic move.

Adarn will continue to provide managerial support for CSC Education &
Development Manager Gina Mikrut, CSC Process Manager Tony Neal and
Senlor Business Support Specialist John Danneker. Adam wilf be the
CSC’s point person for the Amerlcan Water Reglons and company
headquarters on the SOX project and all CSC audits,

New Pensacola CSC Call Handling Manager Tom Torchla, who recently
replaced Michael Miller, will report directly to me as Alton CSC Call
Mandling Managers Sharon Daugherty and Greg Schmidt already do.

Feel free to contact me If you have any questions regarding this
organizational announcement. Flease join me In congratufating Adam on
this exclting new opportunity.

Please use the attachment below to print and share hard copies with
those who do not have Intranet access

Content Owner: Gary Dean
Last Update: May 23, 2006

Page 1 of 2

mwﬁ Group

Sitamap Halp
Feadbuck Print

j H search

= Diractory

B-Conferancing

| Quick Links |

AW Internet Site
Employee Discounts
Service Desk Online

Knowledge Communities f
team:americanwater

7/10/2006

KAW_1STAFFDR_9_ATT_071106

8 of 113



Message to Employees from the Interim CEQ
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Message to Employees from the Interim CEO
From: George MacKenzie, Interim CEQ

I hope by now you've had a chance to review our 2005 flnancial results
as announced [ast week. While our performance reflects Improvement,
we did not achleve all that we wanted. Therefore, it's particularly
important that we be even more focused on our business plan goals this
year and in future years. Our 2006 Company Performance Targets are
intended to help us do that. Those company-wide targets are also the
foundatlon on which individual performance targets should be set.

I have enjoyed participating in some Change Partner Network
discussions. It's clear to me from the questions and toples raised that
employees want to know what they can do to help drive the company’s
performance. One significant way employees can help us reach our
flnanclal targets Is by realizing that no matter what your position in the
company, each day you make declslons that Impact our service and
financlal objectives. The declslons we're making must reflect our business
priorities.

There Is also a strong Interest in what the company !s dolng to flll
vacancles, This week I've discussed our progress with the Regional
Presidents, We are all focused on this lssue and will remaln so as it s a
cruclal part of cur ability to continue providing the rellable, high quallty
service to which we're committed. I believe we are making steady
prograss overall.

After careful conslderation of our growth strategy, we have decided to
explore the possible sale of two of our non-regulated businesses. Our
residuals management and underground Infrastructure buslinesses, while
sound, are very different from our core business. If we are able to sell
them at a favorable price, we will conslder doing so. If not, we'll continue
to focus an growing them.

Last week we welcomed Ellen Wolf back to the organization. With Ellen’s
arrlval, the recent senior management changes are falling In place, and
we are polsed to take on the challenges of transitioning to new
ownership. )

Thank you for your continued support.,

Sincerealy,
Georga MacKenzle
Interim CEO

Please use the attachment below to print and share hard copies with
those who do not have Intranet access:
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Year-end Update on AW 2005 Financial Performance Page 1 of 2
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Fram: John Blgelow, Chief Financial Officer I 2 birecto
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L

I am pleased to provide you with a summary of the company’s overall

= I
performance for last year. E-Conferencing

Operating Results { Quick Links |

& Our operating results continued to Improve In 2005 with an increase of AW Internet Site

five percent over 2004. This Increase Is malnly due to rate case awards

and Increased sales on the regulated side of the business. Employee Discounts

= These favorable variances were slightly offset by Increased expenses Sarvice Desk Online

as well as discontlnued and lower-yilelding contracts in the non-regulated

business., ‘ Knowledge Communities r

team:americanwater
Revenues

= Total revenues increased by six percent compared to 2004, including
adjustments made for the sale of Ashbrook and Leopold, two companles
with actlvitles beyond our strategic focus. Without the adjustments, tota!
revenue increased by three percent.

= Revenues |n the regulated business Increased five percent due to rate
increases, increased sales volumes In the Northeast Reglon, and favorable
weather conditions In the Southeast and Central Regions,

= In the non-regulated Enterprises Group, new business in the Milltary
Services and Homeowner Services groups helped to offset operation and
maintenance contracts that were not renewed.

Capital Expenditures

Capltal expendltures totaled $631 milflon In 2005, an increase of six
percent compared to 2004, as American Water continued to invest in
facilities to provide reliable, guallty service.

Cash Flow

Cash flow Improved over last year by $41 million, reflecting constructive
changes such as the timing of accounts payable activitiss, Howeaver, we
still remain negative in terms of cash flow because the amount spent on
new Investments exceeds our recovery of former Investments !n utllity
Infrastructure, requiring that we caentinue to improve,

Summary

While our financial results continue to reflect Improved performance
compared to previous years, our performance has not met our business
plan goals, We fell short of our budget expectations due to higher costs of
production, delayed or lower than anticipated rate case settlements and
less growth across the company than expacted.
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Year-end Update on AW 2003 Financial Performance Page20f2 |

As American Water moves forward after RWE’s announcement to divest
its water business, it is more Important than ever for us to focus on
dellvering reliable, high quallty service to our customers, investing In our
exlsting bustnesses, and growing cur business.

For more Information about the company’s financlal performance, please
contact me or your regional finance director.

See the following Financlal Performance tatle.

Ameri?:":_l; Water's 2005 Financial
Performance
I(in US $ millions)

As of December 31, 2005

2005 2004|Difference]
Actualll Actual] to 2004

[Revenue l$2,228$2,168% $60

Operating

Results 608 579 29

Capital

Expenditures 631 >94 37 ’
Cash Flow | (99) (140) 41

Glossary of terms:

Operating Results - revenues minus operating expenses and depreclation
Capltal Expenditures — total constructlon expenses and equipment b
purchases

Cash Flow —~ cash generated by tha business after capltal expendltures

*2004 revenues Include a total of $60m for the sale of Ashbrook and
Leopold

2005 Financlal Performance

Content Owner: Dan Kelleher
Last Update: May 24, 2006
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February 15, 2006

Reshaping our Business: Refining Leadership Roles
to Achieve Key Priorities

From: George MacKenzie, Interim CEQ

I stated In previous announcements that American Water will focus on
three key areas this year: delivering reliable and high quality service to
our customers, Investing tn our existing businesses, and grawing our
business. I now want to inform you of some important organizational
changas that will help us achieve our key priorities and prepare us for a
smooth transltion to new ownership,

The changes are being made primarily within the Executive Management
Team. They Include expanding the role of John Young, Chlef Operating
Officer, to assume more direct responsibility for company-wlde
operatlons and delivery of operating results. All Regional Presidents will
report to John, and Customer Service Center, Operational Services and
Pracess Performance roles wiil remain under his leadership. Reporting to
John, Steva Schmitt, VP Operational Services, will take on additlonal
responsibliity for functional leadership of Innovation and Envirenmental
Excellence, Best Operating Practices, CPM/Asset Management,
Operational Risk Management, Supply Chaln, Engineering Constructlon
and Technical Services and Belleville Laboratory.

As previously announced, Ellen Wolf wiil join American Water as Senlor
Vice President and Chief Finangial Officer and John Bigelow will
transition to Senior Vice President, Regulatory Programs and Enterprise
RIsk Management, Dan Kelleher will continue to lead the External Affalrs
function as a consultant untll a replacement candlidate has been selected.
Additionally, Dan wlll focus on the various condemnatlon proceedings
across the company,

Another notable change Is that regional leaders in Finance and Business
Development wlll have a dual direct reporting relationshlp. Finance
Directors will report to the Reglonal President and the CFO. Business
Development Directars wil report to the Reglonal President and Chief
Growth Officer. Additionally, the Benafits Services Center will repoit into
Human Resources.

We are continulng the external search for the Chlef Information Officer
position. Untll the role is filled the IT function will report to the Chlef
Financlal Officer. The Internal Audit function, led by Doneen Hobbs, will
report directly to the Board of Directors Audlt Committee and
administratively to the Chief Executlve Officer.

The above changes will be effectlve as of March 1, 20086,

There are several senior leaders who have laft the business: Willtam
Malarkey, VP, Corporate Development and Opulyo Oforlokuma, VP,
Products and Services, and Andrew Chapman, VP, Strategy and
Regulation, Each, In thelr respective roles, have made significant
contributions to the business. I thank each of them for thelr dedicated

http://intranet.amwater.net/news/intemal_announcements/page8268.html
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Reshaping our Business: Refining Leadership Roles to Achieve Key Priorities Page 2 of 4

service and wish them continued success In thelr careers.

I want to emphaslze that this Is a plvotal perlod for our business. Our
transitlon to new ewnership Is a time of excltement and opportunity. Yet,
we will need to remain focused to contlnue our legacy of excellence, The
organizatlon changes being announced today wlill help us do that.
However, it Is the comblined effort and commitment of all of us that will
make us successful, I ask for your support as we go forward, I am looking
forward to working with you this year and to our collective achlevement
and success.

Quick Referance Summary

The following are highlights of organizational changes featured in this
announcement:

s Regionai Presldents will report to John Young, Chlef Operating
Officer,

¢ Steve Schmitt, VP, Operational Services, Is rasponsible for:
Innovatlon and Envirenmental Excellence, Best Operating
Practices, CPM/Asset Management, Operational Risk Management,
Supply Chain, Engineering Construction and Technical Services and
the Belleville Laboratory.

e Jim McGivern, Chief Growth Offlcer, will share direct leadership
responslbllity for Business Development with Reglonal Presidents,
in developlng our growth strategy.

s Ellen Wolf will join the organization as Senlor VP and CFO and will
share direct leadership responsibllity for Finance with Reglonal !
Presidents.

¢ John Blgelow will assume a new role as Senlor VP, Regulatory
Programs and Enterprise Risk Management,

e Dan Kelleher will continue to lead the Communications and
External Affairs function as a consultant until a permanent
candldate Is selected, and will coordinate American Water's
condemnation defense activities.

* Donsgen Hobbs will continue to lead the Internal Audit function
reporting directly to the Audit Committee and administratively to
the CED.

¢ The search for a Chlef Informatlon Officer (formerly VP, Business
Transformation) and a CEO are ongolng. Until the CIO role Is filled, -
IT will report to the CFO.

s The Benefits Service Center will report to Corporate Human
Resources.

Questions & Answers

1. What prompted these changes in organizational structure? Why
are we making these changes now?

Since the announcement of the divestiture, the Executive Management
Team (EMT) has bean reviewing the company structure and core
processes to assess areas which need to be modifled as we transition to
new ownership. The organization structure we are changing from was
designed around belng part of the RWE Water Dlvislon and wholly owned
by RWE. It Is therefore necessary to make changes in our [eadership
structure now. These changes are Intended to prepare the company for
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Reshaping our Business: Refining Leadership Roles to Achieve Key Priorities Page 3 of 4

sustainable success beyond the divestiture. While there may be further
refinements, they create a foundatlon for us to bulld upon as we move
forward In developing a premier watar resources company.

2. Will there be further restructuring at lower levels In the
business?

No Immaediate major changes are currently being planned. Going forward,
the EMT will continually evaluate if further refinements will be needed to
help us prepare for new ownership, growth and dellvering quallty services
to our customers,

3. What is the status of the search for a new CEO and CIO?

The search to fill both positlons Is ongelng, In the Interim, George
MacKenzie Is leading the business as the CEO and the responsibliity for IT
wlll be managed through the Chlef Financial Officer until the CIO Is hired.

4, Why are the Regional Presidents now reporting to the CO0? Are
they still members of the Executive Management Team?

A key part of our success this year and going forward wili be to function
as one integrated operating company. Having Regional Presidents report
to the COO wili assist us In creating greater synergles between tha ;
regions, enhance operational excellence and further standardize core E
practices and processes across the business, Although the Reglonal
Presidents wlll report to the COOQ, they will remaln a part of the Executive
Management Team and will have continual access to the CEO. This will
enable them to continue providing critlcal Input that will help lead, shape
and drive the business,

5. Why do Regional functional leaders for Business Development
and Finance now have a dual diract reporting relatlonship to the
Reglonal Prasident and Business Center?

Our focus Is to drlve standardization and synergles across the business.
This new reporting relationship will help us ensure that the roles and
objectives within the Reglons and Business Center are in allgnment and
will support greater collaboration within the business. This wlll become
increasingly important as we work toward company-wlide I[nitiatives such
as becoming Sarbanes-Oxley (SOX) compliant. Operating in this manner
will also help eliminate dupilcation of effort, streamline core company
processes and ultimately dellver service to our customers In a much more
timely and cost effective manner. Leveraging the Business Development
function across Amerlcan Water will enhance our future growth capabllity.

6. Why has Ellan Wolf heen selected to resume the CFO role? -

Eflen provides unique experlences that will help us transition to new
ownership. Her combined experience as CFO of American Water for nearly
four years while It was publicly traded, and CFO for publicly traded USEC
Inc., makes her highly qualifled for this position. A key erganizational
objective for this year Is to become SOX compllant. Ellen Is currently the
chair of an audit committee in a pubilcly held company that has
successfully ied the change for becoming SOX compliant. Ellen also has
experiance with effectively facllitating divestitures such as we are now
going through. Qverall, she brings experlence and knowledge that will
help American Water become an even more attractive company to
potential new owners and continue to deliver reliable, high quality service
to our customers.

7. What will these changes mean to employeas? Wil they create
more work or initiatives?
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Reshaping our Business: Refining Leadership Roles to Achieve Key Priorities

Overall, employees should see greater focus and accountabllity on
oparatlonal excellence and growth. In turn, that will mean better practices
In performance management, and a sharper focus on where we're headed
and how we're going to get there, We have already announced our SOX
compliance project, However, there are no speclific Initiatlves or projects
tied to thils restructuring, We are alming to be a growing organlzation
focused on stronger service dellvery, and we can expect there will always
be change. Desplte our transition to new ownership, we still have a
steadfast commitment to our visien: Ta be your trusted water resource
company dedicated to delivering innovative solutions.

8. Why Is tha Benefits Service Center moving from the Shared
Sarvices organization and reporting to Human Resources?

We have declded that It will be moere effectlve to move this function back
to its previous reporting relationshlp to assume better linkage between
Corporate Benefits and Beneflt Program administratien.

9. Where do I go to get further information about current and
Impending changes?

Please speak to your direct supervisor, A part of their role Is to share
Information and answer questions as company changes occur, If they are
not availahle, please feel free to contact your local HR representative. If
there is additional information, they wlll advise you on how to access It.

10. What can I do to support these changes?

All of us should continue doing what we do best, diligently focusing on our
day-to-day responsibllities and contributing ideas about how we can
Improve and grow. It will also be Important to share this Informatlon with
your colleagues and ask questions for better understanding whenever
needed.

Please use the attachments below to print and shara hard copies with
those who do not have Intranet access:

Organizational Structure-March 2006

Content Owner: Dan Kelleher
Last Update: May 24, 2006
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Next Steps for Sarbanes-Oxley Implementation

From: John Blgelow, Chief Financlal Officer j X Search
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In November, we announced the need to accelerate Amerlcan Water’s
implementation and compliance with the Sarbanes Oxley Act (SOX),
which as a project Is now beginning to plck up speed. Therefore, I want
to provide some additional detalls related to implementation by
answering a few questions, As we complete key milestones, we'll share | Quick Links 1
updates oh our progress.

AW Internet Site

What can I do to help with SOX implementation?
Employee Discaunts

As part of SOX, you're going to hear us talk a lot about “Internal controls”

and “control actlvities.” The term “control” related to SOX basically refers Service Desk Online
to checks and balances. Successful companles implement contrels In all
areas of their businesses Including everything related to financial
reporting; how we regulate and/or monitor the way we do things to team:americanwater
ensure accuracy, timeliness, and proper documentation and approval.

SOX requires a more disciplined and extensive set of processes to ensure

controls are effective,

Knowledge Communities

Since SOX is about internal control, and not simply a “chack the box” I
exerclse, the best way for each of you to contribute today Is by continulng
to focus on the completeness and accuracy of the work you perform each
day, We're at the beginning stages of the compllance project, so It will
take some time te see changes. Some examples of what could change
Inciude how we submit and approve timesheets as part of our payroll
process, or how we handle our P-Card transactions. The “control
actlvitles” around these examples will ensure we approve things properly,
have adequate documentation and evidence of approval, and that we do
50 In a timely manner.

What are the general next steps for SOX implementation?

Several key phases related to SOX implementation Include identifylng a £
consultant, planning and scoping, education, documentation and testing,
and remediation. Here's where we are on a few of these phases:

Since SOX Is about internal controf, and not simply a “check the box”
exercise, the best way for each of you to contribute today Is by continuing
to focus on the completeness and accuracy of the work you perform each
day. We're at the beginning stages of the compliance project, so it will
take some time to see changes. Some examples of what could change
Include how we submit and approve timesheets as part of our payrall
process, or how we handle our P-Card transactions, The “control
activlties” around these exampies will ensure we approve things properly,
have adequate documentation and evidence of approval, and that we do
so0 in a timely manner.

What are the general next steps for SOX implementation?

Several key phases related to SOX Implementatlon include identifylng a
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Next Steps for Sarbanes-Oxley Implementation

consultant, planning and scoping, education, documentatien and testing,
and remedlation. Here's where we are on a few of these phases:

SOX Consultants - After a thorough evaluation process, we have
selected Ernst & Young, an industry leader in SOX compliance, to provide
a framework for Implementing compllance at American Water. We'll utillze
thelr experience, SOX best practices, and support of key activitles, such
as creating documentation and testing, as we assess the deslgn and
effectiveness of our control environment,

Planning and scoping - We‘ve begun developing an Implementation
plan to ensure consistency and accuracy of our approach throughout the
company. This Includes assessing business processes and Internal
controls, and establishing an Internal framework to support SOX readiness
and ongoing actlvitles, We expect to communicate the completed plan by
mid-March,

Educatlon ~ This will be in the form of live instruction and/or documents
tallored to American Water's speclfic needs, As a result, Itis not
necessary to seek SOX courses outside of the company.

Documentation and Testing - The general timing and extent of
documentation will be determined once we complete our planning and
scoping phase. We expect documentation to begin in the flrst half of 2006
and full testing to oceur [ater in the vear,

Remadiation - This phase, essentially fixing and monitoring any [ssues,
begins last and Is ongoing. As gaps In our contrel processes are identified,
we will develop actlon plans to adjust and improve our control activities
and eliminate risks as part of the SOX Implementation.

Who will be working on the SOX compllance project?

As part of the planning phase, a small core group will be developing a
road map for implementation with Ernst & Young using SOX best
practices, After the completion of planning, a larger group of American
Water and Ernst & Young people from various business areas will be
Involved In key activities that will include control Interviews,
documentation, testing support, and ongolng remediatlon activities. Our
plarning road map wlll Identify timelines, business areas, and the
American Water pecple required to support our pregram, This plan will be
communlcated at the completion of our planning phase in mid-March,

More about SOX

When American Water becomes a stand-alone company, there wiil be
Increased expectations by Investors related to Internal controls and
transparency. If American Water becomes a publicly traded company, we
will be required to comply with SOX. The Act currently Impacts most
publicly traded companies, but the spirit of SOX is beginning to enter Into
the private and government sectors as well.

While the Act's focus Is primarily on the controls surrounding financial
reporting and protection of assets, the Impact Is far reaching In every
organization touching the CEQ, CFO, management and the employees,
Many companies require managers to sign a sub-certification of their
control environment to support their sign offs, SOX focuses on key
pracesses from start to finish to ensure the proper controls are in place.

Please use the attachment below to print and share hard coples with
those who do not have Intranet access:
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February 03, 2006

Message to Employees from the Interim CEO:
Company Targets

From: George MacKenzie

In my previous memo, I Indicated that defining cur priorities will be
critical to our success this year. We've established that our top three
priorities are to:

o dellver rellable, high quality service to our customers
& [nvest in aur existing businesses

¢ and grow our business,

Today, I want to inform you of our key company-wide performance
targets for 2006, which will enable us to meet our priorities. Our
company-wide targets take a balanced view of performance focusing on
financlal achtevement, customer service, efficient and effective business
processes and employee engagement. These targets are the broad
foundation upon which mote specific reglonal, functional, departmental
and Individual performance targets will be established.

With each of us working dillgently and collaboratively, we have the
potentlal to achieve and exceed these targets. I encourage you over the
next few weeks to discuss with your supervisoer how your job
responsibilitles line up with these targets and how you can contribute in
dellvering them and making this a highly productive year for you and
American Water,

Please see the followlng chart of our targets to keep and share with
others,

George MacKenzie
Interim CEOQ

American Water 2006 Targets

Meet or Exceed 2006 Business
Plan
s Meet our financial commitments
* Enhance working capital
management through:
Finance - Increasing the speed in
managing collectibles

- Maintaining cost-effective
Inventory levels

- Processing payables in a timely
manner
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Message to Employees from the Interim CEO: Company Targets

Execute Regulatory Programs
Effectively

* Process rate cases in a timely
manner to achieve planned outcomes
» Support regulatory approval of
transfer of ownership

Customer

Enhance Customer Satisfaction

¢ Consistently achieve overall
customer satisfaction ratings of 95%
or higher

* Meet or exceed internal and
external customer needs in a timely
and efficient manner

Deliver Reliable, High Quality
Service

» Meet the rellability and quality
expectations of our utility customers
and regulators

» Effectively and efficiently deliver

our $660 million capital program

Process

Employee

Execute Company-wide Diversity
Plan

s Integrate Diversity into all key
policies and practices

Sustain and Enhance Operating
Performance

» Achieve basic Sarbanes-Oxley
compliance by year-end

e Increase emphaslis on delivering
results on time, within scope and
budget

* Meet or exceed the business growth

Enhance Talent Bench Strength
and Capability

* Ensure employees have individual
performance targets and timely
feedback

¢ Impiement stronger processes and
policles that enable attracting and
retaining talent

Enhance Employee Engagement
and Satisfaction

» Increase focus on open, timely and
relevant employee communications

e Continue delivering on employee

| —
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Ellen Wolf to Become American Water CFO Page 1 of 1

& American
% Water,

|_Yechnology |} Resources |

Archives
Current
Ownership Transition

January 24, 2006

Ellen Wolf to Become American Water CFO
From: George MacKenzie, Interim CEQ

I am pleased to announce Ellen Wolf wiil be joining American Water as
Senlor Vice President and Chief Financial Officer effective March 1, 2006,
In that position, Ellen will be responsible for all finance and treasury
activities and will help lead the company through our transfer of
ownership, Upen joining the caompany, she will be elected to the | Quick Links {
company’s Board of Directors.

E~Canferancing

AW Internet Site

I have known Ellen for many years and have always been impressed by

her high ethical standards and her focus on sound internal controls. Employee Discounts
Those quallties will be very valuable as American Water transitions to
new ownership. Etlen's comblined experlence as CFO of American Water
far nearly four years before the acquisltion by RWE and as CFQ for
publicly traded USEC Inc. makes her uniquely qualified for this position.

Service Desk Online

Knowledge Communities
team:americanwater

"Ellen earned respect from regulators and Industry members durlng her
previous tenure with American Water and through the sale to RWE,” said
RWE Chlef Executive Cfficer Harry Roels, "and I am confident she will be
equally effective as we transition American Watar to new ownership.”

Also effectlve March 1, 2006, John Bigelow, currently CFO, will become
Senlor Vice President, reporting to me. John will be responsible for
enterprise risk management and regulatory programs, including rate case
activity and approvals related to the transfer of new ownership. John has
done a fine job leading the company's finance functions as part of RWE's
Water Division for more than two years. I have come to respect John's
abllitles and consider him a strong member of our team. I am pleased
John will continue to contribute his experience and knowledge of the
business during the challenging pertod ahead of us.

More detalls about these changas will follow,

Content Owner: Dan Kelleher
Last Update: May 24, 2006 L

©2006 Amerlcan Water [ This Site Is for Internal Use Only.
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January 19, 2006

Message to Employees from the Interim CEO
From: George MacKenzie, Interim CEO

If you're like me, it's rare that a day goes by wlthout wondering where all
the time went. T am in my third week as your Interim CEO, but a lot has
taken place.

As Interim CEQ, I intend to get Involved, not just as a leader or manager,
hut In helping to run this business an a day-to-day basis. I've learned a
lot as a board member during the past several years, but am on a steep
learning curve across many areas.

Clearly, there Is a lot going on across the company. Defining our prioritles
will be critical, Therefore, our top three areas of focus need to be:

s dellvering rellable, high quality service to our customers
s Investing in our existing businesses

¢ and growlng our business,

On Monday, we confirmed our commitment to growth, and defined our
focus on “growing our water and wastewater regulated utilities as well as
non-regulated opportunities that are a good fit with our regulated
business.”

I am steadfast about dellvering the 2006 operating and financial results to
which we are committed. We will all be involved in achieving those goals,
and perhaps making some adjustments to help us reach them.

If we are successful with these objectives, we wlill become an even more
attractive, high-value company, which will help us transition smoothly to
new ownershlp. To support that transition, we are beginning work on
becoming Sarbanes-Oxley (SOX) compllant. That project will involve
many employees throughout the business, and you will hear much maore
about SOX over the coming months. It is Important that we have your
commltment, because it s Important to our future,

My style is to *manage by walking around.” That allows me ta meet and
taik with the people who make this company tick, and that’s all of you,
With our diverse geographic footprint, It will be difficult to meet a lot of
you quickly, but I intend to find ways to meet many of you. I also will
keep you Informed through communications like this.

Amerlcan Water Is a great brand with a lot of dedicated employees. I am
very pleased to be working with you to help achleve our abjectlves for
2006.

Sincerely,

George MacKenzle

http //mtranet amwater. net/news/mtemal announcements/page8286 himl
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Growth Strategy for 2006 Confirmed Page 1 of 2
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Growth Strategy for 2006 Confirmed

From: Jim Mc@Givern, Chief Growth Officer I t search

X Directory

m:

FOWIEL “Group

As Amarican Water transitlons to new ownershlp, we remaln committed
In 2006 to executing business strategles that will continue to make the

company successful. Those Include: E-Canferencing

» delivering reliable, high quality service to aur customers | Quick Links |

s Investing in our existing businesses AW Internet Site

+ and growing our business, Employee Discounts
Today, I would like to comment on our approach for grawth and clarlfy Service Desk Oniine
our directfon given the ownership transition. We will emphaslze growing Knowledge Communities
our water and wastewater regulated utllities as well as non-regulated
opportunitles that are a good flt with our regulated business, taking inte
account such factors as risk, return and capabilities. This will allow us to
provide more services to communitles where we already have
relationshlps.

team:americanwater

Our facus will also be on feveraging our exlsting relaticnships and growing
around the footprint of our regulated business. Through these
relationships, we will ba well placed to offer value-added services, which
could Includea:

¢ ownership of regulated water and wastewater systems

* operation and malntenance of small- to medium-size water and
wastewater systams we do not own which are near our exlsting
footprints

e concession contracts which from a risk and capabilities perspective
are a good fit with the regulated business, and

s the provision of other services that are part of our core business,
e.g. bllling services, bulk water sales, developer services, military
utillty contracting, service line protection, etc,

This does mean some changes primarily In the area of growth,
Approximately 20 Indlviduals throughout Amerlcan Water, whose main
focus was on new non-reguiated growth opportunlties and operations, are
directly affected by this change. We are working with each of them to
assist In transitioning to other roles within the organization or in
transitioning to employment outside of American Water, In addition, a
number of positions that were Intended to be fllled In Business
Development will not be filled during 2006.

Our Growth Strategy decislons were made only after very careful
conslderatlon. We take seriously the impact of these declsions, and feel
they are in the best Interest of the company. At the same time, I want to
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Growth Strategy for 2006 Confirmed Page 2 of 2

express there {s no plan to conduct any major restructuring within the
organization as we experienced in 2004,

A Question & Answer Guide is attached that will provide more
detall on our strategic growth direction, as weil as a hard copy of
the announcement to share with those who do not have Intranet
accass.

Growth Strategy for 2006 Confirmed

Content Qwner: Dan Kelleher
Last Update: May 24, 2006

©2006 American Water | This Site Is for Internal Use Only.
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December 20, 2005

An Update from Jeremy

From: Jeremy Pelczer, President and CEQ
Dear Colleague,

Following the announcement last week regarding George MacKenzie
taking the role of Interlm President & CEO of Arnerlcan Water, it is
appropriate that thls is my last update. While I'm delighted to undartake
the role of Chairman of American Water, which will allow me to remaln
very connected to the oppartunities and challenges facing the business, It
is certainly appropriate that George undertake the leadership
requirements of the business in hls capacity as Interlm President & CEO.

It has been an energlzing and challenging period for me since I moved to
the United States in September 2003. It has been a priviiege {o be
assoclated with American Water and to be part of a great company with
wonderful people. This has provided an experience I wouldn't change for
the world.

I have recelved some nice emails recently. One stich hote was from an
employee who felt great things have happened to American Water and, of
all tha great things that have occurred recently, the change in the
campany’s culture was seen as having the mast long-lasting benefit,

As I have sald on a number of occasions, American Water's past demands
and deserves respect and it will always have that respect from me. This
doesn’t mean we can be Immune from change or that change Is always as
easy to complete as quickly as we would like. But a [ot has been
accomplished in many different areas of the business, and you should be
preud to work for a company that can make a reaf difference to people’s
lives and Is passionate about providing a high standard of service to the
communities where we work, Sometimes we fall short of the standards
we set and we need to learn quickly from such occurrences, That doesn’t
change the fundamental Integrity of the business.

As the early work on the sale process starts to really kick In, It reminds
me of just how good the American Water story Is. It's a story of pride; of
professlonalism; about being the leader in the industry In which we work;
about being environmentally responslble, as evidenced by a large number
of awards In recent times. It's a story of community responslbiiity, with
some superb examples from the Corporate Responsibllity team. It's about
a business strong on thought leadership; with a hunger and desire to find
better ways of working in the continuing drive for more efficlent ways of
serving our customers. Sure, there are things we get wrong that we need
to improve, but the key 1Is that we learn from these lessons of experience
and continue to improve our enterprise, With that as a platform, the
company has every reason to be confident of going forward successfully
In a world characterized by regular change in technoloagy, Increasing
customer expectations and ever Increasing performance requirements.

Shella and I would like to say a massive thank you for making us feel so
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’ An Update from Jeremy Page 2 of 2

welcome during our time llving in the US. I wish you all compliments of
the season and a healthy and happy 2006.

Very best regards,
Jeremy Pelczer

CEO, Amerlcan Water

Content Owner: Dan Kelleher
Last Update: May 24, 2006

©2006 American Water | This Site Is for Internal Use Only.
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B American
%Watero

Archives

Current

Ownership Trangitlon

December 15, 2005
George MacKenzie to be Interim President & CEO
From: Jeremy Pelczer, Chairman, Presldent & CEO

I am pleased to announce the appointment of George MacKenzie as
Interim Presldent & CEOQ of American Water effective January 1, 2006,
reporting directly to RWE CEQ Harry Roels. Once George beglns on
January 1, 2006, I will continue to serve as a non-executive Chairman of
Amerlcan Water.

George has been a valued member of the American Water Board of
Directors since August 2003 and has been the Chair of the Audit
Committee of the Board since February 2004. During his tenure on the
Board, I have come to admire George’s thoughtful and considered
approach as well as the deep and varled business experlence he brings to
the Board. I am grateful that George has agreed to accept this Important
role. Harry Roels has stated, “George has the experlence and ability to
lead American Water during our transition to new ownership. His
knowledge of the company and his leadership qualities position him well
to carry forward the strengths that have made the company the reputable
market ieader it Is today.”

In early 2005, George served as Interim CEQ for C&D Technologies, Inc.,
where he remnains a Director. George previously served as Vice Chalrman
of the Board and Chlef Flnanclai Officer of Hercules, Inc., a manufacturer
of chemical speclalties with nearly 5,000 employees and sales of $2
billlon, During his 22-year career with Hercules, he served In a varlety of
senlor management roles Including President of the Chemical Specialty
Divislion.

In addition to belng a Director of American Water and C&D Technologles,
George s a Director of Central Vermont Public Service Corporation as well
as Safequard Sclentifics, Inc. He also serves on the Board of Trustees of
the Medical Center of Delaware and is a mamber of the Investment
Comrnittee at the Unlversity of Delaware.

George lives with his wife Carol in Chadds Ford, Pennsylvanla. They have
two grown sons who live In London and Denver.

Content Owner: Dan Kelleher
Last Update: May 24, 2006
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Announcement Archives Page 13 of 13

July 01, 2004 ~ Customer Satisfaction Survey Conducted in May
Dear Coileagues:

I would llke to share with you the results of an Independent customer
satisfaction survey carrled out by American Water in May,

June 30, 2004 - Customer Satisfaction Survey Conducted in May
Dear Colleagues:

I would like to share with you the results of an Independent customer
satisfaction survey carrled out by American Water in May.

June 18, 2004 - A Letter from Jeremy Pelczer
Dear Colleague,

It's been nine months since I was given the honor of being appointed
President of American Water and moved here to live, and I wanted to
share with you a few observations as we move Into summer,

June 17, 2004 - Diversity Update; Western PA Diversity, June
2004

Diversity Update: Western PA Diversity, June 2004

June 15, 2004 - Ontaric Fixed Residuals team evaluates the
business

Improving efficiency, performance, and profitability In Ontarlo,
Canada.

June 13, 2004 - WaterLines - Newsletter for employees of
American Water In Indiana, Michigan and Ohio -~ June 2004

WaterLInes - Newsletter for employees of Amertcan Water In Indlana,
Michigan and Ohlo - June 2004

June 11, 2004 - Divislonal People Diractory

During July, there will be a smail project running to add all American
] Water employees contact details to the Divisional People Directory,

June 02, 2004 - Ideas into Action News

Jeremy Pelczer joined a conference call between the core team and
panel members and pathfinders on Wednesday, May 26, to pass on
his appreciation to those providing support for the ITA program.

Content Owner; Dan Kelleher
Last Update: Aprll 24, 2006
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Novarmber 17, 2005

Third Quarter Update on American Water's 2005
Performance

From: John Blgelow, Chief Financial Officer

I am pleased to provide you with a summary of our overall, companywide
performance in the first nine months of 2005,

Operating Results

= Our operating results Improved signlificantly with an Increase of nine
percent over the same perlod last year,

B This Increase is mainly due to favorable rate case outcomes in the
regulated business and increased demand from favorable weather
condltions,

= These positive varfances were slightly offset by Increased operating
expenses and underperforming contracts in the non-regulated business
that were not renewed by the company.

Revenues

® Total revenues increased by three percent compared to last year,
Including adjustments made for the sale of Ashbrook and Lecpeld, twe
companies with activities beyond our strategic focus.

& Revenues In the regulated business increased five percent due to rate
increases and increased demand In the Southeast and Central Regions,
atthough the Increase was less than planned.

& In the non-regulated Enterprisas Group, new business in the Military
Services and Homeowner Services groups helped to offset operation and
maintenance contracts that were not renewed,

Capita! Expenditures

Capital expenditures, or Capex, for the first three quarters totaled $372
miilfon, which Is under budget, malnly due to project and developer
delays in North America, As shown on the attached chart, we're
continuing to maintaln a high level of capital Investment at the same rate
as last year,

Cash Flow

While we have Improved our cash flow position over last year by $41
million, we remain cash flow negatlve. That means our ameunt spent on
new Investments exceeds our recovery of former investments In utllity
infrastructure, This trend Is consistent with cur goals to improve cash
flow,

Summary

Our financtal results continue to reflect Improved performance compared

Page 1 of 2

Help
Prlnt

T I 3 Search

_] J Directory

E-~Conferancing

] Quick Links H

AW Internet Site
Employee Discounts
Service Desk Online

Knowledge Communities
team:;americanwater

7/ 1 0/2006

KAW_1STAFFDR_9_ATT_071106

8 of 113



Third Quarter Update on American Water's 2005 Performance Page 2 of 2

to previous years. However, our performance has not met the goals we |
set for ourselves In the business plan — our budget - due to less growth [
across the company than anticlpated,

As American Water moves forward after RWE's announcement that it [
intends to divest Its International water business, it's more important than |
aver for us to grow our regulated and non-regulated business by focusing
on offering our customers both reliable service and product quality.

I look forward to reporting our progress next quarter. In the meantime,
for more Information about the company’s financlal performance, please
contact me or your regional finance director.

See the following Financial Performance table.

American Water's Financial
Performance

[(in US $ miliions) l

Nine months ended September 30,
2005

2005| 2004|DIfference
Actuali| Actuall to 2004
Revenue  l$1,596])$1,581 $15
gggftg”g 468 430 38
|Capex | 372] 372 -
Cash Flow (118)|| (159) 41

Glossary of terms:

Operating Results ~ revenues minus operating expenses and depreciation
Capex - total construction expenses and equipment purchases

Cash Flow - cash generated by the business after capex

Content Owner: Dan Kelleher
Last Update: May 24, 2006
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2006 Press Releases Page 1 of 1
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Praess Release

Press Releases Archive

2005 Press Releases
Lexington, KY - June 16, 2006

Michael Galavotti Named Senlor Operations
Engineer

Lexington, KY - June 14, 2006
Kentucky American Water Awards Scholarships To
Three Central Kentucky Students

Lexingten, KY - June 13, 2006
Kevin Kruchinskl Named Operatlons-Speclalist In :
Production

Lexington, KY - May 26, 2006
Kentucky American Water Announces 2008 Art
Contest Winners

Lexington, KY - May 23, 2006
Kentucky American Water: End Debate, Once And
For All

RWE to Sell Shares of American Water [n an Initial

Voorhees, N] - March 24, 2006 >
( Public Offering

Lexington, KY - February 18, 2006
Kentucky American Water Announces Sclence Falr
Winners

Lexingten, KY - February 13, 2006
Election Registry Deciston Dismisses Moreland
Complaint

©2005 American Water | Home j Contact Us | Your Account | Search
American Water Corporate Home F
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RWE to Sell Shares of American Water in an Initial Public Offering

8 ientucky
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Voorhees, NJ - March 24, 2006

RWE to Sell Shares of Amerlcan Water in an Inltial
Publlc Offering

The Executive Board of RWE AG declided to pursue
an Inltial public offering (IPO) in the U.S. for the
shares of American Water as the most attractive
option for RWE and the U.S.-based company, its
employees and customers, This decision will return
American Water to its status as a publicly-traded
company. RWE had praviously anncunced on
November 4, 2005 its Intentlon to divest American
Water either through an IPO or by selling American
Water to a group of financlal Investors.

The IPO will result in a publicly-traded company
that Is focused on water and wastewater in the
U.S. and dedicated to maintaining a high level of
service and quality.

The sales process Is expected to be Initlated shortly
through fllings for approval with certain state public
utility commissions. The IPO will requlire filing of a
reglstration statement with the U.S. Securities and
Exchange Commissicn (SEC). The transaction wili
alse be subject to the approval of the RWE AG
Supervisory Board. The target Is to complete the
transaction during 2007.

The foregoing communlication does not constitute
an offer to sell any securltles and /s not a
soffcitation of an offer to buy any securities. Such
an offer or sollcitation will only be made by means
of a prospectus,

Contact:
Kimberly Cooper Bill McAndrews
American Water RWE AG

http://129.41.243,22%/awpr 1 /kyaw/newsroom/press_releases/page®294,html
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RWE Is one of the leading International utility
companles. The company provides custorners with
electricity, gas and water as well as services |
related to these products. The company's core
markets are Germany, the UK and Continental

Europe. Major companles and millions of r
households throughout Europe rely every day on
the RWE Group's services and products. In fiscal
year 2005, approximately 86,000 employees
worldwide within the RWE Group generated sales of
about €42 biliton. .

American Water, headquartered in Voorhees, New
Jersey, Is the largest and most gecgraphically
diversifled provider of water services in North
America. The company has regulated and non-
regulated utllity businesses located across 29
states and three Canadian provinces. In fiscal
2005, 6,850 American Water employees generated
over $2.2 billion In revenues. The company also
serves over 18 million people with clean drinking i
water and wastewater services,

Contact

Kimberly Cooper
856-346-8207

©2005 American Water | Home | Contact Us | Your Account | Search
American Water Corporate Home
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N8 Kentucky ”
\\ American Watero FWE Foroup

Voorhees, NI - November 04, 2005
Massage To Our Customers

You may have read or heard in the media that our
parent company, RWE, wlll now focus [ts strategic
efforts on strengthening the company's leading
market position In the Eurcpean energy sector. As
a direct result, the company plans to sell American
Water. RWE will commence an evaluation of
various divestment alternatives, and the sale will
be subject to regulatory approval. Please be certain
that we will iInform you once a concrete option has
been chosen.

In the meantime, please rest assured that you will
continue to recelve the same high quality of service
from American Water employees that you have
come to expect. Your daily water supply and
services will not be In any way affected by this
decision,

We remain committed to Investing in our utllity
operations, research and development and
Improving the customer experience. The same
management and local staff will continue to deliver
sarvice; our name will remaln the same as will cur
customer-seryice phone numbers, We will also
continue to be regulated by the same local, state
and federal laws that have always governad our
operations,

Your continued trust In our ability to provide you
wlth rellable service and high-quality drinking
water Is very vaiuable to each and every cne of us
at American Water, We are proud to be part of the
local communities we serve and look forward to
serving you in the future,

Thank you for continued support,

http://129.41.243.229/awpr 1 /kyaw/newsroom/press_releases/page7302.html 7/6/2006
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Sincerely,

Jeremy Peiczer
President and CEQ, American Water

Contact

Kimberly Cocper
856-346-8207

©2005 Amerlcan Water | Home | Contact Us | Your Account: | Search
American Watar Corporate Home
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American Water Files Petition with
the Public Service Commission of
Kentucky

On June 5, 2006, American Water filed a petition
with the Public Service Commission of Kentucky for
approval of the sale of shares of common stock of
American Water, This filing Is a required step In
RWE's divestiture of American Water.

On March 24, 2006, RWE announced its decision to
pursue an initial public offering (IPO) In the U.S. for
the shares of American Water.

©2005 American Water | Home | Contact Us | Your Account | Search
American Water Corporate Home
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