
KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
______________________________________________________________________________ 

 
Witness:  Sheila Miller 
 
1. Refer to the Company’s response to Staff data request PSC-1, where the Company 

provided Workpapers WP 3-1 through WP 3-15 for O&M expenses and WP -1 through 
WP-9 for other components of KAW’s filing.  To the extent that any of such workpapers 
or supporting calculations were prepared using Excel, or an electronic spreadsheet similar 
to Excel, (and not already provided in response to AG-1-1) please provide such 
workpapers electronically in Excel. 

 
Response: 
  
 The excel files were provided in response to KAW_R_AGDR1#1_042610. 
  
 For the electronic version of this response, refer to KAW_R_AGDR2#1_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
______________________________________________________________________________ 

 
Witness:  Michael A. Miller/Nick Rowe 
 
2.   Refer to the Company's response to AG-1-15. 

a. Please confirm there is no LTIP expense in any of these periods for KAW 
employees: 

1) 2009;  

2) 2010; and 

3) Future test year. 

b. If there is any LTIP in any of the periods identified in response to part a, please 
identify the amount and account. 

 
Response: 
 

a. The AG is correct that neither the original nor supplemental response to AG-1-15 
indicates LTIP expense for KAW employees for the periods referenced in this 
question because the LTIP Plan has been replaced by the Equity Compensation 
Plan.  A copy of that Plan was attached to the original response to AG-1-15.  The 
AG inquired in AG-1-47 about stock based compensation. 

 
b. The Company provided in its response to AG-1-47 the level of Equity 

Compensation for KAW employees for the test-year and forecasted test-year in 
this case.  The amount of Equity Compensation for KAW employees for 2010 is 
expected to be $25,848.  The forecasted test-year level of $27,228 was previously 
supplied in response to KAW_AGDR1#1_042610, file name Rate Case Labor 
and AIP 12-29-09.xls, under the incentive tab. 

 
For the electronic version of this response, refer to KAW_R_AGDR2#2_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
______________________________________________________________________________ 

 
Witness:  Michael A. Miller/Nick Rowe 
 
3.   Refer to the Company's response to AG-1-15. 

a. Please confirm there is no LTIP expense in any of these periods for AWWSC 
employees whose cost is allocated or charged to KAW: 

1) 2009;  

2) 2010; and 

3) Future test year. 

b. If there is any LTIP in any of the periods identified in response to part a, please 
identify the amount and account. 

Response: 
 

a. The AG is correct that there is no LTIP expense for the periods referenced in this 
question because the LTIP Plan has been replaced by the Equity Compensation 
Plan.   

 
b. The LTIP plan has been replaced by the Equity Compensation Plan.  A copy of 

that Plan was attached to the original response to AG-1-15.  The AG inquired in 
AG-1-47 about stock based compensation.  The Company provided in its response 
to AG-1-47 the level of Equity Compensation for AWWSC employees for the 
test-year and forecasted test-year in this case.  In the supplemental response to 
AG-1-47 the Company amended the level of Equity Compensation for AWWSC 
employees included in the forecasted test-year, by reference to 
KAW_R_PSCDR2#8_043010.  The level of Equity Compensation for AWWSC 
employees for the periods addressed in this question are: 

 
1) 2009 - $126,105 
2) 2010 - $266,488 
3) Forecasted Test-Year - $179,208 (See response to PSC-2-8) 

 
For the electronic version of this response, refer to KAW_R_AGDR2#3_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
______________________________________________________________________________ 

 
Witness:  Michael A. Miller/Nick Rowe 
 

4.   Refer to the Company's response to AG-1-15, pages 9-10 of 39.  Also refer to KAW’s 
supplemental response to AG-1-15. 

a. Is KAW now requesting $436,987 for forecasted AIP awards? If not, explain fully 
why not and identify the amount that KAW is requesting. 

b. Please provide the same level of detail for the $436,987 that was provided for the 
original amount of $349,529. 

c. Please identify the specific TARGET amounts of each of the following AIP award 
determinants related to the Corporate Multiplier for each period, (2008, 2009, 
2010, base period, and future test year) 

1) Diluted Earnings Per Share (EPS), 

2) Operating Cash Flow (GAAP), 

3) Revenue Growth, 

4) Safety, 

5) Environment, 

6) Customer Satisfaction, 

7) Business Transformation, and 

8) Diversity. 

d. Please identify the specific ACTUALLY ACHIEVED amounts of each of the 
following AIP award determinants related to the Corporate Multiplier for each 
period, (2008, 2009, 2010, base period, and future test year) 

1) Diluted Earnings Per Share (EPS), 

2) Operating Cash Flow (GAAP), 

3) Revenue Growth, 
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4) Safety, 

5) Environment, 

6) Customer Satisfaction, 

7) Business Transformation, and 

8) Diversity. 

e. Please provide the documents and supporting calculations for specific 
ACTUALLY ACHIEVED amounts of each of the following AIP award 
determinants related to the Corporate Multiplier for each period, (2008, 2009, 
2010, base period, and future test year) 

1) Diluted Earnings Per Share (EPS), 

2) Operating Cash Flow (GAAP), and 

3) Revenue Growth. 

Response: 
 

a. The $436,987 referred to in the question applies to the AIP level included in the 
forecasted test-year relative to the employees of AWWSC.  The Company 
clarified this in response to PSCDR-2-#9, as indicated in the supplemental 
response to AG-1-15. 

 
b. To avoid any confusion the $436,987 applies to forecasted test-year AIP for 

AWWSC employees and the $349,529 applies to forecasted test-year AIP for 
KAW employees.  Please refer to the response to KAW_R_PSCDR2#9_043010 
which provides the break-down of the $436,987 by AWWSC employee. 

 
c. TARGET amounts of each of the following AIP award determinants related to the 

Corporate Multiplier for each period, (2008, 2009, 2010, base period, and future 
test year). 

1) Diluted Earnings Per Share (EPS)      2008  2009  2010 

N/A  $1.21       N/F (Not  

(see also part d)   Final) 

2) Operating Cash Flow (GAAP), $613.3m $596.1m N/A 

3) Revenue Growth,   N/A  $306.2m N/F 

(see also part d.) 
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4) Safety,     6.75  5.5  N/F 

5) Environment,    21  29  N/F 

6) Customer Satisfaction,  70%  90%  N/F 

7) Business Transformation,  N/A  100%  N/F 

(see also part d) 

8) Diversity.    N/A  1. 100% N/F 

(see also part d) 2. 25% 

3. 50% (see also d9) 

d. For 2009 the actual results used to determine the Corporate Multiplier to set the 
pool for all participants were as follows: 

1) Diluted Earnings Per Share (EPS) - $1.20. 

2) Operating Cash Flow (GAAP) - $596.2 million. 

3) Revenue Growth - $103.8 million. 

4) Safety - 4.3 injuries and illnesses requiring treatment beyond first aid for 
every 200,000 hours worked OSHA Recordable Incident Rate (ORIR).  

5) Environment - 18  Notices of Violations (NOVs). 

6) Customer Satisfaction – 89% overall customer satisfaction through an 
annual survey containing the following question, “Overall, how satisfied 
have you been with (Company Name) in general during the past twelve 
months”, which has a five-point response scale (Extremely Satisfied, Very 
Satisfied, Somewhat Satisfied, Somewhat Dissatisfied, Very Dissatisfied).  
Response percentages in the top three categories are indicative of overall 
customer satisfaction levels.  

7) Service Quality Satisfaction – 87% satisfaction on Service Quality Survey 
(SQS) which is conducted throughout the year for customers having had 
recent contact with an AW Customer Service Representative (CSR), Field 
Service Representative (FSR) or the web self service system.  The score is 
based on survey question: “Overall, how satisfied were you with the 
outcome of your service contact?” taking the top two response categories 
(extremely satisfied or very satisfied) of a 5 point response scale 
(Extremely Satisfied, Very Satisfied, Somewhat Satisfied, Somewhat 
Dissatisfied, Very Dissatisfied). 
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8) Business Transformation – 100%. Approval and sign-off by each process 
area’s Advisory Council.  Each Council includes at least two state 
presidents, process owners, and significant internal customers. Also, 
approval and sign-off are required by Business Transformation Steering 
Committee that includes the President of AW Regulated Operations, the 
President of AW Services Company, the  SVP & Chief Financial Officer, 
and the SVP Human Resources. 

9) Diversity. 1. - 100% of all ML-4 and above completed diversity awareness 
training. 2. - 25% of selection pool for L-5 positions were diversity 
candidates. 3. - 65% of strategic sourcing events included a pre-qualified 
diverse supplier/contractor. 

For 2008 the plan design was different than for 2009. There was no Corporate 
Multiplier for 2008.  The actual results for 2008 were as follows: 

1) Operating Income Achieved – American Water consolidated $596.1 
million, Kentucky-American $20.6 million. 

2) Safety, 5.11 injuries and illnesses requiring treatment beyond first aid for 
every 200,000 hours worked OSHA Recordable Incident Rate (ORIR) for 
American Water consolidated, 4.17 for Kentucky-American. 

3) Environment – 29 Notices of Violations (NOVs) for American Water 
consolidated, 8 for Eastern Division was used for Kentucky-American. 

4) Customer Satisfaction – 60% overall customer satisfaction through an 
annual survey containing the following question, “Overall, how satisfied 
have you been with (Company Name) in general during the past twelve 
months”, which has a five-point response scale (Extremely Satisfied, Very 
Satisfied, Somewhat Satisfied, Somewhat Dissatisfied, Very Dissatisfied).  
Response percentages in the top two categories are indicative of overall 
customer satisfaction levels for American Water consolidated, 59% for 
Kentucky-American. 

5) Service Quality Satisfaction – 85% satisfaction on Service Quality Survey 
(SQS) which is conducted throughout the year for customers having had 
recent contact with an AW Customer Service Representative (CSR), Field 
Service Representative (FSR) or the web self service system.  The score is 
based on survey question: “Overall, how satisfied were you with the 
outcome of your service contact?” taking the top two response categories 
(extremely satisfied or very satisfied) of a 5 point response scale 
(Extremely Satisfied, Very Satisfied, Somewhat Satisfied, Somewhat 
Dissatisfied, Very Dissatisfied) for American Water consolidated, 83% for 
Kentucky-American. 
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2010 actual achieved results will not be available until the plan year has 
concluded, and results are not tabulated for the base period or future test year. 

e. For 2009 the actual results were determined as follows: 

i. Diluted Earnings Per Share (EPS) - $1.20 was determined by taking the 
($1.39) reported in American Water’s Form 10-K plus adjustments of 
$2.64 for impairment charges and ($.05) for increased pension and OPEB 
costs in 2009 attributable to lower than expected asset returns in 2008 that 
were recovered in rates. 

ii. Operating Cash Flow (GAAP) - $596.2 million reported in American 
Water’s Form 10-K. 

iii. Revenue Growth. $103.8 million difference between the $2,440.7 million 
for 2009 and $2,336.9 million for 2008 reported in American Water’s 
Form 10-K. 

For 2008 the actual results were determined as follows: 

i. Consolidated Operating Income – $596.1 million was determined by 
taking the ($186.9) million reported in American Water’s Form 10-K plus 
adjustments of $750 million for impairment charges, $30.0 million of one-
time costs related to the public offering and $3.0 million of overtime 
payments under the Fair Labor Standards Act (FLSA). 

ii. Kentucky-American’s Operating Income – $20.64 million was determined 
by taking $19.842 million plus adjustments of $510,000 of one-time costs 
related to the public offering, ($81,000) retrospective insurance premium, 
$25,000 pension and OPEB expenses, $80,000 thousand long-term 
incentive plan and $268,000 of overtime payments under the Fair Labor 
Standards Act (FLSA). 

2010 actual achieved results will not be available until the plan year has 
concluded, and results are not tabulated for the base period or future test year. 

For the electronic version of this response, refer to 
KAW_R_AGDR2#4_052410.pdf.  
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
______________________________________________________________________________ 

 
Witness:  Michael A. Miller/Nick Rowe 
 

5.   Refer to the Company's response to AG-1-15, page 11 of 39.   

a. Please identify, quantify and explain any and all “uncontrollable events” that 
affected the Corporate Multiplier of the AIP for each period, (2008, 2009, 2010, 
base period, and future test year). 

b. For each period, please show the amount of Corporate Multiplier and AIP award 
both (1) with taking into account the “uncontrollable events” and (2) without 
taking into account the “uncontrollable events.” 

Response: 
 

a. There was one “uncontrollable event” that affected the Corporate Multiplier of the 
AIP for 2009, the adjustment for the impairment charge that increased EPS by 
$2.64. The final EPS result was also decreased by ($.05) for increased pension 
and OPEB costs in 2009 attributable to lower than expected asset returns in 2008 
that were recovered in rates during 2009. 

 The “uncontrollable events” that affected the Corporate Multiplier of the AIP for 
 2008 were increases of $750 million for impairment charges, $30.0 million of 
 costs related to the public offering and $3.0 million of overtime payments under 
 the Fair Labor  Standards Act (FLSA). 

 2010 actual achieved results will not be available until the plan year has 
 concluded, and results are not tabulated for the base period or future test year. 

b. Taking into account the “uncontrollable events” the Corporate Multiplier for 2009 
was 93.21% and AIP award was $22.8 million. Without taking into account the 
“uncontrollable events” the Corporate Multiplier for 2009 and the AIP award 
would have been zero. 

Taking into account the “uncontrollable events” for 2008 the financial payout 
ratio (there was no Corporate Multiplier for 2008) was 81% for American Water 
consolidated. The AIP awards for 2008 were $19.4 million for American Water 
consolidated.  Without taking into account the “uncontrollable events” the 
financial payout ratio  for 2009 and  the AIP award would have been zero for 
American Water consolidated. 

For the electronic version, refer to KAW_R_AGDR2#5_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
______________________________________________________________________________ 

 
Witness:  Michael A. Miller/Nick Rowe 
 

6.   Refer to the Company's response to AG-1-15, page 14 of 39.   

a. Show in detail how each of the listed Company “Financial Performance Factor” 
amounts (1.39, 0.94, 0.50 and 0.00) were derived. 

b. Show in detail how each of the listed Company “Non-Financial Performance 
Factor” amounts (0.77, 1.12, 0.50 and 0.00) were derived. 

c. Are each of the “Company” Financial Performance Factors based on the parent 
company American Water Works?  If not, explain fully why not, and show in 
detail how subsidiary company results are considered. 

Response: 
 

a. These were simply amounts that were chosen to illustrate how the Corporate 
Multiplier Calculation works. 

b. These were simply amounts that were chosen to illustrate how the Corporate 
Multiplier Calculation works. 

c. Each of the “Company” Financial Performance Factors are based on the 
consolidated financial reporting for parent company American Water Works. 

For the electronic version, refer to KAW_R_AGDR2#6_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Michael A. Miller/Nick Rowe 
 

7.   Refer to the Company's response to AG-1-15.  Pages 4-23 of 39 are the American 
Water 2009 Annual Incentive Plan Highlights Brochure. 

a. Is there a more detailed document available? If not, explain fully why not. 
If so, provide it. 

b. That document is dated February 2009.   Is there a more recent document 
available? If not, explain fully why not. If so, provide it. 

Response: 
 a.  No.  Please see responses to AG-2-4 and AG-2-5. 
 
 b. No.  The 2010 plan document is not final. 
 

For the electronic version, refer to KAW_R_AGDR2#7_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:   Michael A. Miller/Sheila Miller 
 

8.   Refer to the Company's response to AG-1-15, page 2 of 39.   

a. Please show in detail how the “Future Test Year AIP” amounts for each of 
the filled positions was developed. 

b. Please show in detail how the “Future Test Year AIP” amounts for each of 
the vacant positions was developed. 

c. For each position with no amount in the “Future Test Year AIP” please 
explain fully and in detail why no AIP for the future test year for such 
position is projected. 

d. What does (N) indicate in the “Job Title” column? 

Response: 
  

a. The future test year AIP was calculated by multiplying the base salary by 
the targeted AIP percentage rate for each job position.  See the calculation 
included in the excel file provided in response to 
KAW_R_AGDR1#1_042610, file labeled as Rate Case Labor and AIP 12-
29-09.xls, tab Incentive. 

 
b. The future test year AIP for the vacant positions was calculated in the 

same manner as part a. above. 
 

c. The positions with no amount in the future test year for AIP are not 
eligible for AIP. 

 
d. The (N) designates non-exempt positions (paid overtime). 

 
For the electronic version of this response, refer to 
KAW_R_AGDR2#8_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Sheila Miller 
 

9.   Please identify in detail all payroll expense, benefits expense, AIP expense, and 
payroll tax expense KAW has included in the future test year for vacant positions.  
Please show all amounts by account and also for each vacant position. 

Response: 
  
 Please refer to the information provided in response to 
 KAW_R_AGDR1#37_042610 and KAW_R_PSCDR2#3b(4)_043010. 
 

For the electronic version of this response, refer to 
KAW_R_AGDR2#9_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
_______________________________________________________________________ 

 
Witness:  Michael A. Miller 
 

10.   Refer to the Company's response to AG-1-15, pages 24-29 of 39. Please identify 
all amounts of expense in each period (2008, 2009, 2010, base period, and future 
test year) related to the American Water Works Company, Inc., 2007 Omnibus 
Equity Compensation Plan.  Provide the amount of such expense recorded in each 
account for each period. 

Response: 

Please see the response to KAW_R_AGDR2#3 for the information for 2009, 
2010, and the forecasted test-year.  The amount for 2008 is $41,522.  The amount 
for the base period is $187,499 as previously supplied in response to 
KAW_R_AGDR1#47. 

For the electronic version of this response, refer to 
KAW_R_AGDR2#10_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Sheila Miller 
 

11.   CIAC. Refer to the Company's response to AG-1-18. 

a. Does the Company maintain an amortization schedule for CIAC?  If not, 
explain fully why not.  If so, please provide it in Excel, showing in detail 
the full amortizations that produced each of the following amounts: 

1) $146,561 for December 2007, 

2) $111,722 for December 2008, 

3) $116,239 for December 2009, and 

4) $117,900 for March 2010. 

b. Explain fully the negative CIAC amortization in March 2008 and provide 
the related journal entries, journal entry workpapers and journal entry 
descriptions. 

Response: 

a. CIAC amortization is calculated monthly as follows: 

 CIAC Balance a/c 271 x (Annual depr. Rate/12) = Amortization   

1) See excel file: KAW_R_AGDR2#11_052410.xls,Tab-Dec 2007 

2) See excel file: KAW_R_AGDR2#11_052410.xls,Tab-Dec 2008 

3) See excel file: KAW_R_AGDR2#11_052410.xls,Tab-Dec 2009 

4) See excel file: KAW_R_AGDR2#11_052410.xls,Tab-Mar 2010 
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b. The credit amortization in the amount of ($269,308) is a result of CIAC 
Amortization of $104,689 recorded in March 2008 offset by the reversal 
of prior period CIAC and CAC amortization of ($373,997). The March 
adjustment included a reversal of amortization on Customer Advances for 
Construction (CAC) and a revision of amortization rates for the CIAC 
amortization used between December 2007 and February 2008.  

 The amortization of CAC in the amount of ($298,373) was reversed in 
 March 2008. The amortization of CAC was  recorded during the period of 
 November 2007 thru February 2008 in error.   

 Reversal of prior period amortization in the amount of ($75,624) was 
 recorded in March 2008. Amortization recorded between December 2007 
 and February 2008 was adjusted due to new  depreciation rates effective in 
 December 2007 as approved  by the Kentucky commission. 

 See the attached journal entries and workpapers. 

 The March 2008 CIAC Amortization is detailed on the excel file labeled 
 as KAW_R_AGDR2#11_052410.xls, Tab-Mar 2008. 

For the electronic version of this response, refer to 
KAW_R_AGDR2#11_052410.pdf. 
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American Water
131 Woodcrest Rd, Cherry HII, NJ 08003 (866) 777÷8426

JOURNAL ENTRY REQUEST

Company: t 2 - Kentucky American
Prepared By (Operating Unit): SULLIVAN KELLEY

Prepared By(SSC)IDate: , , : ..... ' : 
- 

,

Journal # (ssc USE): ii ;;,ii, ii,,:,: 08 0 18 !:': 'i:i.."

Accounting Period: March 2008
Requested By (Operating Unit):

Approved By (SSC)/Date:

Please add rows as necessary to the table below in order to completeyour requested journal entry.

Check box for reversing entry I [
SHORT JOURNAL ENTRY DESCRIP'rlON;

I 
CIAC ADJUSTMENT FO :200: 

130 
Character Maximum

JOURNAL ENTRY DESCRIPTION;

IPAREMOVE2007 AMORTIZATION CALCULATE FROM ADVANCE252000 ACCOUNT;BALANcE, IT HAS BEEN DETERMINED THAT
AMORTIZATION FROM ADvANcE ACT SHO'ULDNq" BE USED. FOLLOWING JE's wERE INVOLVED WITH THE ORGINIAL ADJUSTMENT JE
30820137 30821:10 30824501

!
Check box and attach additlonaLdescription, if additional space is needed I

I
DISTRIBUTION: 0.00 269,908,55 269,908,55:
Busine Object Subsidiar Debit Credit
ss Unit Account yCode Sub!edger Code SL Type Explanation Amount Amount

120105 272060 REMOVE 2007 ADV ACT AMORTIZATION 125.t4
123005 272060 REMOVE 2007 ADV ACT AMORTIZATION 268,893.69
123205 272060 ..... REMOVE 2007 ADV ACT AMORTIZATION 7,88
123305 272060 REMOVE 2007 ADV ACT AMORTIZATION 3.67
120105 680125 REMOVE 2007 ADV ACT AMORTIZATION 125.14
123005 680125 REMOVE 2007 ADV ACT AMORTIZATION. 268,893.69
123205 680125 REMOVE 2007 ADV ACTrAMORTIZAT[ON 7,88
123305 680125 REMOVE 200,7 ADV ACT AMORTIZATION 3.67
120205 272100 REMOVE 2007 ADV ACT AMORTIZATION 878.17
120205 680120 REMOVE 2007 ADV ACT AMORTIZATION 876.17

Totals 269,908.55 269,908,55

Please indicate the following:
Utility Subsidiary; 12 -- Ke0tuckyAmedcaq

........... Submitted by: SULLIVAN KELLEY
Submission Date: May 13, 2010

Phone Number; 856310 5847

/
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Amoriean Wator
131 Woodorest Rd, Cherry Hill, NJ 08003 (866) 7}7-8426

JOURNAL ENTRY REQUEST

Batch # (ssc uSE): ! ;i,,:, i'::%ii, ii' :1:71 z!;7''136302 . : '4i= Journal # (ssc use): ,9:
:;a

: 15{}83a } {-. r ,i
Company: 12 - Kentucky American Accounting Period: March 2008

Prepared By (Operating Unit): SULLIVAN KELLEY Requested By (Operating Unit):
Prepared By (SSC)/Date: Approved By (SSC)iDate:

Please add rows as necessary to the table below in order to complete your requested journal entry,

Check box for reversing entry i i
SHORT JOURNAL ENTRY DESCRIPTION:

CIAC ADJUSTMENT FOR JAN 08 
i30 

Character Maximum

JOURNAL ENTRY DESCRIPTION:

UPA REMOVE JAN 08 ADVANCE ACCOUNT AMORTIZATION. IT:WAS DETERMINED THAT THERE SHOULDN'T'BE.ANY
IAMORTIZAT1ON CALCULATED ON ANY THEADVANCE (252()00} ACCOUNT. THIS ENTRY REVERSES JAN 08 AMORTIZATION
IAGAINST 252000 ACCOUNTS

/
| Check box and attach additional description, if additional space is .eeded / 

"

L J
DISTRIBUTION: 0.00 14,245.57 14,245.57
Busine 

t 
Object

ss Unit AccoUnt
120105 272060
120205 272060
123005 272060
123205 272060
120105 680125
120205 680125
123005 680125
123205 680125
120205 272100
120205 680120

Subsidtar
yCode Subledger Code SL Type Explanation

ADVANCE AMORTIZATION
ADVANCE AMORTIZATION
ADVANCE AMORTIZATION
ADVANCE AMORTIZATION
,DVANCE AMORTIZATION

ADVANCE AMORTIZATION
ADVANCE AMORTIZATION
ADVANCE AMORTIZATION
ADVANCE AMORTIZATION
ADVANCE AMORTIZATION

Debit Credit
Amount Amount

10.29

14,203,87
&54

30.14

0.75

Totals 14,245.57 14,245.57

14,203.87
0.54

30.14
10.29

0.75

Please indicate the following:
Utllit,/Subsidiary 12 - Kentucky American

Submitted by: SULLIVAN KELLEY
Submission Date: MaY 13, 2010

Phone Number: 856 310 5847

/

/
l
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_ American Water
131 Woodcrest Rd, Cherry Hig, NJ 08003 (866) 777-8426

JOURNAL ENTRY REQUEST

Batch #(ssc usE): :" :i .-5 .-...":: .:. 4136389 . -". : " .i:.-" ..:

Company: 12 - Kentucky American
Prepared By (Operating Unit): SULLIVAN KELLEY

Prepared By (SSC)/Date:

Journal # (ssc uSE): ::"t., 30830405 :-.i-..: -

Accounting Period: March 2008
Requested By (Operating Unit);

Approved By (SSC)/Date:

Please add rows as necessary to the table below in order to complete your requested Journal entry,

Check box for reversing entry

SHORT JOURNAL ENTRY DESCRIPTION:

I 
CIAC ADJUSTMENT FOR FEB 08 ]30 Character Maximum

I
JOURNAL ENTRY DESCRIPTION:

UPA REMOVE FEB 08 ADVANCE ACCOUNT AMORTIZATION. IT WAS DETERMINED THAT THERE SHOULDN'T BE ANY

0.0C c 
CU o ON T,E ADVANCE ,2.*00, ACCOUNT. ENT.Y .EVERSE8 FE° 08 AMORT, T,O,

Check box and attach additional description, if additional space is needed i
I

DISTRIBUTION:
BLlsines Object Subsidiar 

......

SUn t Account yCode Subledger Code SL Type Explanation
120105 272060 ADVANCE AMORTIZAT!ON
120205 272060 ADVANCE AMORTIZATION
123005 272060 ADVANCE AMORTIZATION
123205 272060 

' ' ' 
ADVANCE AMORTI'ZATION

120105 680125 
..... 

ADvANcE AMORTIZATION
120205 680125 ADVANCE AMORTIZATION 

"

123005 680125 
......... 

ADVANCE AMORTIZATION
123205 680125 ADVANCE AMORTIZATIOkl
120205 272100 ADVANCE AMORTIZATION
120205 680120 ADVANCE AMO RTIZATION

14,455,93
0.54

46.33

0.75

0.00 14,513.83 14,513.83
Debit Credit

Amount Amount
t0.29

14,455.93
0.54

46,33
10.29

0.75

Totals 14,513.83 14,513.83

L

Pfease indicate the following:
Utilii;'Subsidia.ry:= 12 : Kentucky American

Submitt.ed by: SULLIVAN KELLEY
Submission Date: May 13, 2010 .........

Phone Number: 856 310 5847

j.

J

/

,1"

KAW_R_AGDR2#11_052410 
Page 5 of 8



Amofican WaLc '
1:31 WoodBresRd, Cherry Hill, NJ 08003 (866) 777-8426

jOURNAL ENTRY REQUEST

Batch #(ssc USE): : ". , ., : -4136350 Journal #(ssc USE): . " - 30830400 +
Company: 12 -Kentucky American Accounting Period: March 2008

Prepared By (Operating Unit): SULLIVAN KELLEY Requested By (Operating Unit):
Prepared By (SSC)/Date: Approved By (SSC)]Date:

Please add rows as necessary to the table below in order to complete your requested journal entry,

Check box for reversing entry

SHORT JOURNAL ENTRY DESCRIPTION:

I 
CIAC ADJUSTMENT FOR JAN 08 

J30 
Character Maximum

|

I
JOURNAL ENTRY DESCRIPTION:'UPA 

ADJUST JAN 08 AMORTIZATION ON CONTRIBUTION ACCOUNT DUE TO THE USE OF THE WRONG RATES+ NEW RATES WERE

' Check box and attach additional description, if additional space is needed I

I
DISTRIBUTION;
Busines Object Subsidiar

S Un t Account y Code
120205 272060
123005 272060
123205 272060
123305 272060
120105 680125
120205 680125
123005 680125
123205 680125
120205 272100
123005 272100
12O205 680120
123005 680120

Subledger Code SL Type

0.00

Explanation
REDU(DE CONTR!BUTION AMORTIZATION
RED,UCE CONTRIBUTION AMORTIZATION 777.71
REDUCE CONTRIBUTION AMORTIZATION
REDUCE coNTRIBII,TION AMO'R'T|zATION
REDUCE CONTRIBUTION AMORTIZATION t2 873.91
>EDUCE CONTRIBUTION AMORTIZATION
RE'DtJCE CONTRIBUTION AMORTIZATION 6,275,07
REDUCE C(3tTRIBUTION AMORTIZATION 7,901 +18
REDUCE CONTRIBUTION AMORTIZATION
REDUCE CONTRIBUTION AMORTIZATION
REDUCE cONTRIBUTION AMORTIZATION 7,223.37
REDUCE CONTRIBUTION AMORTIZATION ..... 0.63

35,051.87 35,051.87

Debit Credit
Amount Amount

12,873.91 ""

6,275.07 i / ,b,
7.9o1.18 tV u v./ .........

777.71

, 7223:37' ./
0,63 ,J

Totals 35t051.87 35,051.87

Please indicate the Iollowir 9:.... 
Utility Subsidiary: 12 - Keniucky American

Submitted by: SULLIVAN KELLEY .......
Submission Date: May 13, 20!0 .........

Phone Number: 856 310 5847

KAW_R_AGDR2#11_052410 
Page 6 of 8



American Water
131 Woodc-est Rd, Cherry Hill, NJ 08003 (866) 777-8426

JOURNALENTRY REQUEST

Batch # (ssc USE):

Company:
Prepared By (Operating Unit):

Prepared By (SSC)/Date:

' "-" 4136427 " : :-- -.

12 - Kentucky America n
SULLIVAN KELLEY

Journal # (ssc usE): :--.. : 30830408
Accounting Period: March 2008

Requested By (Operating Unit):
Approved By (SSC)/Date:

Please add rows as necessary to the table below in order to complete your requested journal entry.

Cheek box for reversing entry

SHORT JOURNAL ENTRY DESCRIPTION:

CIAC ADJUSTMENT FOR FEB 08 
130 

Character Maximum
|

I
JOURNAL ENTRY DESCRIPTION:

UPA ADJUST FEB 08 AMORTIZATION ON CONTRIBUTION ACCOUNT DUE TO THE USE OF THE WRONG RATES, NEW RATES
WERE ESTABLISHED IN DEC 07. AN ANALYSIS SHOWED THAT AMORTIZATION IN JAN 08 SHOULD BE REDUCED BY 33,276.
" °2 Y0 WAS USED FOR BU 123305 CALCULATIONS WHICH INCREASE THE ADJUSTMENT BY 425.32

t
Check box and attach additional description, if additional space is needed |

I
DISTRIBUTION:
Busines Object Subsidiar

s Unit Account y Code Subledger Code.SL Type Explanation
120105 272060 &DJ CONTRIBTION CtAC
123005 272060 

............... 
ADJ CONTRIBTION CIAC

t23205 272060 DJ CONTRIBTION CIAC
123305 272060 ,DJ CONTRIBTION CIAC
120105 680125 ,DJ CONTRIBTION ClAC
123005 680125 

.... 
A.DJ CONTRIBTION"C'J,

'C

.... 123205 680125 
......... 

. ..... IADJ CONTRIBTION CIAC
123305 680125 ADJ CONTRIBTION CIAC
120205 272100 ADJ CONTRIBTION CIAC
123005 272100 IADJ CONTRIBTION CIAC
120205 680120 ADJ CONTRIBTION CIAC
123005 680120 ..... ADJ CONT'RIBq-iON CIAC .......

0.00 36,233.69
Debit

Amount

765.72

13,060.11

6,275.07
7,901,18

7,230.97
0.631

35,233.69
Credit

Amount
13,060.11

6,275,07
7,901.18

765,72

7,230,97
0.63

.J
J

.J

/

Totals 35,233,69 35,233,69

Please indicate the followir 9:
Utility Subsidiary: 12 - KentuckyAmerican ....

Submitted by: SULLIVAN KELLEY .........
Submission Date: May 13, 2010

Phone Number: 856 310 5847

KAW_R_AGDR2#11_052410 
Page 7 of 8



American Water
131 Woodcrest Rd, Cherry H]I, Nj 08003 (866) 777-842fi

JOURNAL ENTRY REQUEST

Batch # (ssc USE): ". 4136700
Company: ...... 1.2 - Kentucky American

Prepared By (Operating Unit): SULLIVAN KELLEY
Prepared By (SSC)/Date:

Journal # (ssc usE):
Accounting Period:

Requested By (Operating Unit):
Approved By (SSC)!Date:

30830440
March 2008

Please add rows as necessary to the tabte below in order to complete your requested journal entry.

Check box for reversing entry

SHORT JOURNAL ENTRY DESCRIPTION:

JOURNAL ENTRY DESCRIPTION:

CIAC AMORTIZATION ADJUSTMENT FOR, DEC 07, Used new rates. BU 123305 RATE IS 2% AND THAT INCREASES THE
AMORTIZATION BY 425.32

I
Check box and attach additional description, If additional space is needed |

I I

DISTRIBUTION:
Busines Object Subsidiar
s Unit Account Y €0de
120205 272060
123005 272060
123205 272060
123305 272060
120205 680125
123005 680125
123205 680125
123305 680125
120205 272100
123005 272100
120205 680120
123005 680120

Subledger Code SL Type Explanation

0,00 33,685.00

Debit
Amount

777.71

1,1,513.97

6,275.07
7,901.16

7,216,44
0.63

33,685.00
Credit

Amount
11,513.97,

6,275,07 '' 
f

." . 'J
:

-'-"
7,901,18 J'4" :""r

777.71

7,216.44
0.63 '"

Totals 33,685.00 33,685,00

Please indicate the following:
UtiJiiy Subsidiary: 12 - Kentucky American

Submitted by: SULLIVAN K,ELLEY
Submiss,io,q,Date: May 13, 20t0 ....

Phone Number: 856 310 5847

KAW_R_AGDR2#11_052410 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Michael A. Miller/Sheila Miller 
 

12.   Refer to the Company's response to AG-1-18, AG-1-19, AG-1-31 and to the 
amounts of property taxes recorded by KAW in Object/Account 685200 (NARUC 
B40811) for each year (2008, 2009, 2010, base period, and future test year).  
Please identify, quantify and explain the amount of property taxes in each period 
that relates to Plant and CWIP that has been financed with CIAC or Advances.  If 
no property taxes relate to Plant that has been financed with CIAC or Advances 
please explain why not. 

Response: 

The Company objects to this question on the grounds that it seeks information not 
maintained by the Company or is in the possession of the Company.  
Notwithstanding the objection, the Company responds.  Property taxes in 
Kentucky are based on the assessed value of all utility plant owned by the 
Company, whether financed by the Company or by CIACs.  The Company has 
not made a calculation and does not possess any schedule that attempts to 
calculate property taxes on the assessed value of utility plant financed by CIACs.   

For the electronic version, refer to KAW_R_AGDR2#12_052410.pdf. 

KAW_R_AGDR2#12_052410
Page 1 of 1



KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Sheila Miller 
 

13.   Refer to the Company's response to AG-1-237.   

a. Please show the Company’s total assessed values by taxing authority as of 
each date: (1) 12/31/2007, (2) 12/31/2008 and (3) 12/31/2009. 

b. Please show the total assessed values by taxing authority that correspond 
with the amounts of property taxes paid listed on KAW’s response to AG-
1-237, page 2 of 15. 

c. Have the assessed values of any of the Company’s property decreased 
since 12/31/2008? If not, explain fully why not.  If so, please identify, 
quantify and explain the decreases. 

d. Are the amounts of property taxes paid by the Company related to the 
assessed values of its property?  If not, explain fully why not.  If so, please 
identify, quantify and explain the relationship.    

e. Please show in detail the basis for the additional assessment of $265,087 
for Fayette County for 2008 listed on KAW’s response to AG-1-237, page 
2 of 15. 

f. Please show in detail the basis for the additional assessment of $14,903 for 
Scott County for 2008 listed on KAW’s response to AG-1-237, page 2 of 
15. 

g. Explain why there are no refunds or additional assessments listed for 2006 
and only a $398 refund for 2007 on KAW’s response to AG-1-237, page 2 
of 15. 

h. Please show in detail the basis for the refund of $131,974 for Owen for 
2008 listed on KAW’s response to AG-1-237, page 2 of 15. 

Response: 

a. Please see the attached spreadsheet.   There were two payments in 2009, 
Bourbon County and Jessamine County.  Both payments pertained to 2008 
assessments.  There have been no payments for assessments of property in 
2009 as a result of the audit by the Kentucky Department of Revenue.     

KAW_R_AGDR2#13_052410
Page 1 of 7



b. Please refer to the blocked amounts on the attachment included with part a 
above.  The property tax amount utilized by the Company for the property 
tax expense in this rate filing was the latest available. 

c. See the attachment which details the assessed values by jurisdiction.  
Some jurisdiction assessments increased while others decreased as 
detailed by the amended assessments. 

d. Yes.  See the attachment to part c above.   

e. The documentation for the additional assessment for Fayette County was 
provided in the working papers in response to 
KAW_R_PSCDR1#1a_WP5-1_031610, pages 13-23 of 120. 

f. The documentation for the additional assessment for Scott County was 
provided in the working papers in response to 
KAW_R_PSCDR1#1a_WP5-1_031610, pages 48-56 of 120. 

g. The additional assessments and refunds in 2009 were the result of the 
audit by the Kentucky Department of Revenue.   There have been no prior 
audits of the property tax payments and assessments.  The information 
provided in response to KAW_R_AGDR1#237 was actual activity for 
those years. 

h. See attached.  Also refer to the attachment to part c above. 

For the electronic version of this response, refer to 
KAW_R_AGADR2#13_052410.pdf. 

KAW_R_AGDR2#13_052410
Page 2 of 7



Kentucky American Water Co. 12
AGDR2#13, part a

County Assessed Values Assessed Values Total Taxes Paid Taxes Paid Total
Real Estate Personal Prop Assessment Real Estate Personal Prop Paid

Bourbon (Francise Tax)
2007 3,038,531$          182,267$             3,220,798$        22,207$         1,852$               24,059$         
2008 4,179,106$          298,078$             4,477,184$        21,817$         1,375$               23,191$         

2008 Amended 3,032,726$          152,351$             3,185,077$        -$              
2009 -$                  31,134$        2,309$              33,443$        pd 3/09 - 2008 assessment

Clark (Property Tax)
2007 1,774,090$          378,468$             2,152,558$        1,794$          11,140$            12,934$        
2008 2,436,045$          549,932$             2,985,977$        16,004$        3,904$              19,908$        

2008 Amended 1,766,992$          372,673$             2,139,665$        -$               
2009 -$                   -$               

Fayette
2007 114,700,220$      55,457,018$        170,157,238$    1,011,456$   406,167$          1,417,624$   
2008 122,611,870$      65,932,084$        188,543,954$    798,154$       482,887$           1,281,040$    

2008 Amended 126,893,474$      56,275,646$        183,169,120$    158$             158$             
2009 -$               

Gallatin new location as of 08 Powerplant filing
2007 -$                     -$                     -$                  -$              -$                  -$              
2008 47,917$               1,515$                 49,432$             427$             16$                   443$             

2008 Amended 44,598$               1,745$                 46,343$             -$               
2009 -$                   -$               

Harrison
2007 679,530$             18,394$               697,924$           4,301$          142$                 4,444$          
2008 932,968$             36,219$               969,187$           6,036$          277$                 6,313$          

2008 Amended 676,709$             11,302$               688,011$           -$               
2009 -$                   -$               

Jessamine
2007 4,750,991$          20,179$               4,771,170$        37,708$        149$                 37,856$        
2008 6,581,268$          140,149$             6,721,417$        53,361$        1,385$              54,746$        pd 1/09 -2008 assessment

2008 Amended 4,785,558$          10,452$               4,796,010$        -$               
2009 -$                   -$               

Owen
2007 31,597,219$        4,060,794$          35,658,013$      278,372$      44,165$            322,537$      
2008 45,399,509$        6,118,798$          51,518,307$      398,154$      66,793$            464,947$      

2008 Amended 33,228,783$        3,806,880$          37,035,663$      -$               
2009 -$                   -$               

Scott Total
2007 22,175,728$        4,634,636$          26,810,364$      123,851$      30,236$            154,088$      
2008 21,874,788$        2,589,425$          24,464,213$      118,889$      16,961$            135,850$      

2008 Amended 22,266,728$        4,539,526$          26,806,254$      -$               
2009 -$                   -$               

Scott
Georgetown

2007 5,756,939$          2,867,826$          8,624,765$        539$             2,821$              3,360$          
2008 8,043,262$          4,088,063$          12,131,325$      3,780$          4,693$              8,473$          

2008 Amended -$                   -$               
2009 -$                   -$               

Scott
Sadieville

2007 527,663$             30,101$               557,764$           751$             70$                   821$             
2008 724,782$             48,549$               773,331$           993$             68$                   1,061$          

2008 Amended -$                   -$               
2009 -$                   -$               

Woodford
2007 927,928$             82,125$               1,010,053$        6,285$          707$                 6,992$          
2008 1,288,232$          153,062$             1,441,294$        9,151$          848$                 9,999$          

2008 Amended 937,329$             104,890$             1,042,219$        -$               
2009 -$                   -$               

Assessed Values Assessed Values Total Taxes Paid Taxes Paid Total Cnty PSC Bill Grand
Real Estate Personal Prop Assessment Real Estate Personal Prop Taxes Paid Taxes Paid Total Paid

Total State
2007 179,644,237$      64,833,881$        244,478,118$    1,487,264$   497,450$          1,984,714$   542,381$         2,527,094$      
2008 205,351,703$      75,819,262$        281,170,965$    1,426,767$   579,205$          2,005,972$   602,151$         2,608,123$      

2008 Amended 193,632,897$      65,275,465$        258,908,362$    158$              -$                   158$              158$                
2009 -$                     -$                     -$                   31,134$         2,309$               33,443$         33,443$           

taxes per rate case filing 2,618,533$      

KAW_R_AGDR2#13_052410
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AMERICAN WATER
lnv #1

Batch #1

/ r)l

I
I,
I
!
l

!
i

MISCELLANEOUS INVOICE REQUEST
Yes No

Check Attached? F 
-

Set up:customer in the Address Book? 1- 

Mail Support wl Invoice? :

Customer Name: Zemer Hammon Shedff of Owen County
Street Address:
City, State, Zip:

Telephone Number: 502-484-3363
Fax Number:

40001903

Repetitive Miscellaneous Invoices Only:

(all rental contracts must be included to start the repetitive invoices)

Start Date: Frequency: (monthly, quarterly, annually)
End Datei ........ Co.n,!ract Attached:

Invoice Amount: Invoice Date:

[Purpose of Invoice:

Address Book Number (if applicable):

Approval Signature:

Approved-by:
!.

i

Distribution:

Business Unit

120205
Object Account

146100
Subsidiaw

001

INVOICE TOTAL
Attach all supporting documention to the miscellaneous invoice request.
* Product Code for vender refunds only

Please indicate the followincj:
Location: SSO

SUbmitted by.[ Liz Arria@a
Submission Date: 0

Phone Number. 856-310-5514
Without check: Fax:(856) 672 2867 or Email: AW- MI Requests
With check-Mail to: American Water Capital Corp., PO Box 822192, Philadelphia, PA 19182-2192
Ovemite to: PNC Financial Services, Attn: Lockbo× #8221.92,312 Route 38, Moorestown, NJ 0 z #

Product
Code*

TL09
Amount

$131,974.17

$131,974.17

SubledgerFEask
Order SL Type

,,
,

I,

f"

KAW_R_AGDR2#13_052410
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COMMONWEALTH OF KENTUCKY
DEPARTMENT OF REVENUE

OFFICE OF PROPERTY VALUATION
PUBLIC SERVICE SECTION

501 High Street, 4th Floor, Station 32
Frankfort, KY 40620 •

Phone (502) 564-8175 Fax (502) 564-8192

AMENDED CERTIFICATION OF PROPERTY ASSESSMENT
TAX YEAR 2008

KENTUCKY AMERICAN WATER CO
GARY AKMENTINS
2390 RICHMOND ROAD
LEXINGTON, IOf 40502-1308

GNC: 00608O
TYPE CO: W
TAX TYPE: 935
TAX ID:
PRINT DATE: 05J14/2009

The Department of Revenue certifies this assessment to the County Clerk In accordance with KRSt36,t80, This
assessment ts subject to all tax levies as explained below ......I II . fllll i iiiiI iiiiill I IIIIIII Jill I III

UJll i I I iii]1 i iiill

When p
oceestng an AMENDED certification, check to see If a tax bill has been previously sent. If the tax bill ls unpaid, exonerate

the 
original bill and Issue a corrected tax bill. tt the bill was paid based on the ofiglnat certification, determine if a suppfementat bill

should 
be issued or If a refund Is due based on ths amendment, Refunds Should be taken from current year's collect{one.

ii I II , I Illllm I II I I . II IIIIJ I II III II II I , Illlm .....

Amended 
Certification Date{s): 5/14/2009 Odglnal Certification Date: 10/2312098 ........

-- I I I IIIIILI- I I II II II IIII III I ] II I III " I I III I IIIII I III II IIII II I II

REAL TANGIBLE TOTAl
TAXING ESTATE" PERSO NAL ASSESSMENT
JURISDICTION .......... l, , L ...... , , " ................. 

-

. 
IIII IJl I III II II IIII JJl. I II I IIIII

OWEN
COUNTY

GENERAL
33,228,783,00 3,80(,880.00

SCHOOL
OWEN COUNTY GENERAL 33,228,783o00 3,806,880.00

37,035,663.00

37,035,663.00

KAW_R_AGDR2#13_052410
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness: Sheila Miller/Michael A. Miller 
 

14.   Refer to the Company's response to AG-1-24.  

a. Explain in detail why there is no Retirement Work in Progress for any 
months from March 2009 through March 2010. 

b. Explain why there are negative amounts for Retirement Work in Progress 
for January and February 2009. 

c. Identify and explain all changes in accounting in 2008, 2009 or 2010 that 
KAW implemented that affected Retirement Work in Progress. 

Response: 

a. There was Retirement Work in Progress (RWIP) for the period March 
2009 thru March, 2010; however, the RWIP was cleared monthly per the 
current accounting practice of KAW leaving a zero balance in the RWIP 
accounts at the end of the month.  

b. Receipts for Salvage on scrap meters were greater than cost of removal 
causing a credit balance in RWIP which was not cleared to Cost of 
Removal or Salvage accounts until March, 2009.  

c. In December, 2008 the company started a process of clearing the balance 
of RWIP monthly.  This accounting treatment matches the cost of removal 
and salvage with the asset’s end of service.  

  For the electronic version, refer to KAW_R_AGDR2#14_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Michael A. Miller 
 

15.   Refer to the Company's response to AG-1-27 and AG-1-148.   

a. Please identify the amount of Regulatory Asset associated with Deferred 
Income Taxes for each month listed on the response to AG-1-27. 

b. Please show in detail the amount of SFAS 109 Regulatory Asset by month 
that KAW utilized in determining the Accumulated Deferred Income Tax 
rate base reduction. 

c. Explain fully the “Reg Liab income tax refund thru rates” items listed on 
KAW’s response to AG-1-27, page 2 of 2. Specifically explain what the 
“inc tax refund” is and how this is “thru rates.” 

d. Please identify, quantify and explain the net amount of income tax 
expense in the FTY related to FAS 109. 

e. Please identify, quantify and explain the net amount of rate base in the 
FTY related to FAS 109. 

Response: 

a. Deferred taxes are recorded on all items making up the balance Reg  Liab 
Inc Tax Refund thru Rates and FAS 109 Regulatory Assets.  See the 
attached file.  

b. Please see attached. 

c. The Regulatory Liability Income Tax Refund Through Rates is applicable 
to the following:  Account 256212 Regulatory Liability Excess Deferred 
FIT representative of excess reserves created due to the federal tax rate 
change mandated by the tax reform act of 1986.  These excess reserves are 
being refunded to ratepayers in compliance with Internal Revenue Code 
Section 203(e) added by the tax reform act of 86. 

 Accounts 256310, 256311, and 256312 Regulatory Liability Gross Up 
ITC 3%, 4% and 10% represent the regulatory liability which was 
recorded in compliance with FAS 109 to track the future revenue 

KAW_R_AGDR2#15_052410 
Page 1 of 4



reduction created to the extent the accumulated deferred ITC is refunded 
to customers. 

d. All deferred income tax expense and the accumulated deferred tax balance 
in rate base is related to FAS109.  FAS 109 adopted a new concept of 
temporary differences and mandated the use of the “liability” 
method for computing deferred income taxes.  Temporary differences are 
defined as the difference between the tax basis of an asset or liability and 
its reported amount in the financial statements that will result in taxable or 
deductible amounts in future years when the assets are recovered and 
liabilities are settled.  As stated several times in the responses to income 
tax related questions in the AG’s first set of interrogatories, the 
Commission has consistently recognized FAS 109 for deferred income tax 
accounting and rate recovery since at least 2000, Mr. Miller’s first rate 
case for KAW. 

e. See part d above. 

For the electronic version, refer to KAW_R_AGDR2#15_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Michael A. Miller 
 

16.   Refer to the Company's response to AG-1-28.   

a. Please provide the attachment electronically in Excel. 

b. Please explain each column on pages 2 through 29 of 29. 

c. For each item listed in column W on pages 2 through 27 of 29, please 
indicate whether the item is reflected in KAW’s rate base, and if not, 
explain fully why not. 

d. Please explain the heading on line 30 “Long-Term Temporary Differences 
(Non-Reg) and for each of the items listed on lines 31 through the line 
entitled “Subtotal Long Term Temporary Differences (Non-Reg)”, explain 
fully and in detail why KAW considers each such item to be “Non-Reg.” 

Response: 

a. Please refer to the excel file labeled as KAW_R_AGDR2#16_052410.xls. 

b. See attached. 

c. For the actual base period all ADIT items have been included to adjust 
rate base, except the following: 

(1) Current temporary difference – do not get included because these 
items are expected to reverse within one year. 

(2) Regulatory asset plant flow through-See AG2 question 80(e) for 
explanation - refer to first paragraph. 

(3) Regulatory asset other-See AG2 question 80(e) for explanation - 
refer to first paragraph. 

(4) Regulatory liability excess deferred FIT-See AG2 question 80(e) 
for explanation - refer to first paragraph. 

(5) FIN 48 liability (repairs)-the FIN 48 liability represents the 
difference between KAW’s position taken on the tax return versus 

KAW_R_AGDR2#16_052410
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the position utilizing the “more likely than not standard” as 
required for US GAAP.  Fin 48 recognizes that differences in the 
interpretation of tax law (i.e. legislation and statutes, legislative 
intent, regulations, rulings and case law) exist, and seeks to 
eliminate any uncertain tax benefit from the financial statements 
until the uncertainty associated with the position has been 
removed.  An uncertainty may be removed by either a) review of 
the technical merits of the position by the relevant taxing authority, 
b) expiration of the statute of limitations or c) law change.  
Consequently, the FIN 48 liability has been excluded because it 
represents an uncertain liability that does not reduce rate base until 
the uncertainty has been removed by audit, statute expiration or 
law change. 

d. The heading on line 30 “Long Term Temporary Differences (Non-Reg) is 
incorrect.  The Company does not consider any of these items to be “Non-
Reg”.  The correct heading for line 30 is “Long Term Temporary 
Differences”.  This correction has been made on the excel file included 
with this response. 

For the electronic version of this response, refer to 
KAW_R_AGDR2#16_052410.pdf. 

KAW_R_AGDR2#16_052410
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Explaination of columns on pages 2, 4, 6, 8, 10, 12, 14, 16, 18, 20, 22, 24, 26 of KAW_R_AGDR1#28_042610

Column

G Opening Balance CGTD: Represents prior year ending balance of gross temporary differences.

H Represents true up of  prior year provision gross temporary differences to prior year tax return gross
temporary differences.

I Reflects impact of federal and/or state tax rate changes.

J Represents adjustments of gross temporary differences applicable to the prior year recorded in the current year.

K Reflects impact of federal and/or state tax rate changes on regulatory assets or liabilities.

L Not Applicable.  Column is not utilized.

M Adjusted Opening Balance Sunm of columns G through L 

N CY M-1 Represents current year gross temporary differences.

Explaination of columns on pages 3, 5, 7, 9, 11, 13, 15, 17, 19, 21, 23, 25 and 27 of KAW_R_AGDR1#28_042610

Column

O CY Reg A/L Movement Represents amortization od FAS109 Regulatory Assets and Liabilities

P CY Reg ITC Movement Represents amortization of Unamortized ITC

Q CY Equity Adjustments Not Applicable.  Column is not utilized.

R Other CY Adjustment Represents other adjustments of gross temporary differences applicable to the current year recorded in the current year

Reg A/L Opening B/S 
Adjust Regulatory Rate 

Change

Regulatory/ITC Cum. Basis 
Adjustment

Kentucky American Water Company

AG2 Question 16 b

Explaination of columns on pages 2 through 29 of 29 KAW_R_AGDR1#28_042610

PY Provision to Return 
Reconciliation

CGTD Opening Balance 
Rate Change

CGTD Opening Balance 
Sheet Adjust.

KAW_R_AGDR2#16_052410
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Sheila Miller/Keith Cartier 
 

17.   Refer to the Company's response to AG-1-32.   

a. Please provide each of the attachments electronically in Excel. 

b. Refer to Attachment A, number of employees. Please provide actual in 
similar detail for April and May 2010. 

c. Refer to Attachment A, number of employees. Please explain why the 
differences between Actual March 2010 and Projected April 2010 for 
hourly, salaried and hourly union are so large. 

d. Refer to Attachment C, regular payroll.  Explain why the expense for each 
of following months is so much higher than the other months: 

1) July 2007; 

2) March 2008; 

3) December 2008; 

4) March 2009; 

5) June 2009; 

6) November 2009; 

7) March 2010; 

8) December 2010; 

9) March 2011; and 

10) August 2011. 

e. Refer to Attachment D, overtime payroll.  Explain why the expense for 
each of following months is so much higher than the other months: 

1) February 2007; 

2) July 2008; 

KAW_R_AGDR2#17_052410
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3) June 2009; 

4) July 2010; 

5) November 2010; 

6) December 2010; and 

7) July 2011. 

f. Refer to Attachment D, overtime payroll.  Explain why total overtime pay 
in 2009 is lower than either 2008 or 2007. 

g. Refer to Attachment C, regular payroll and Attachment D, overtime 
payroll.  Explain why there are no amounts for Other for any month April 
2010 through September 2011. 

h. Refer to Attachment C, regular payroll and Attachment D, overtime 
payroll.  Explain why there are amounts for Other in each month January 
2007 through March 2010. 

i. Explain what functions are included in Other on Attachment D. 

Response: 

a. Refer to the excel file labeled as KAW_R_AGDR2#17_052410.xls. 

b. April – Non-Union Hourly – 26; Salaried – 46; Union Hourly – 74.  The 
information for May will be provided when it becomes available. 

c. The differences are due to thirteen vacancies in the month of March and 
were projected to be filled in April to reflect the full complement of 
employees included in the forecasted test-year filing.   

d. The Company pays its employees on a bi-weekly basis which creates at 
least two months each year that have 3 pay periods. 

1. 3 pay periods 

2. 3 pay periods and AIP true-up. 

3. 3 pay periods 

4. 3 pay periods and AIP true-up. 

5. 3 pay periods. 

6. 3 pay periods. 

KAW_R_AGDR2#17_052410
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7. 3 pay periods and AIP true-up. 

8. 3 pay periods. 

9. The forecasted test-year periods were developed on the hours in 
the month (accrual method), versus the cash method used for the 
non-forecasted test-year periods.  The month of March 2011 was 
based on 23 working days. 

10.  August 2011 had 23 working days. 

  e. See below.   

1. Overtime related to escalated OT during severe winter weather and 
power outages. 

2. The Company undertook a review of its OT exempt employees per 
federal government guidelines and determined that a number of 
previously classified positions should have been paid overtime.  
This higher pay amount for July 2008 reflects the retroactive OT 
pay as determined by this review 

3. 3 pay periods. 

4. July OT driven by heavy vacation month. 

5. November OT driven by long Thanksgiving holiday. 

6. December OT driven by Christmas holiday and heavy year-end 
vacations. 

7. July driven by 23 working days and heavy vacation month. 

f. 2009 OT is lower than 2008 and 2007 due to the one-time OT payments 
referenced in subpart e above, fewer OT emergency hours related to 
weather related events, and a number of vacancies filled in 2009. 

g. The Other labor is for merchandise and jobbing work and that is applied 
below the line.  The Company did not include any expenses below the line 
in the rate filing. 

  h. See part g above. 

  i. See part g above. 

 For the electronic version, refer to KAW_R_AGDR2#17_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Sheila Miller 
 

18.   Refer to the Company's response to AG-1-35, AG-1-37 and to AG-1-32 
Attachment A. 

a. Please identify and explain the 6 positions difference for Hourly between 
actual March 2010 and projected April 2010. 

b. Please identify and explain the 3 positions difference for Salaried between 
actual March 2010 and projected April 2010. 

c. Please identify and explain the 4 positions difference for Union Hourly 
between actual March 2010 and projected April 2010. 

d. Please reconcile the 8 not filled positions (responses to AG 1-37 and aG-1-
37) with the 13 position difference between actual March 2010 and 
projected April 2010 in AG-1-32 Attachment A.  Identify the other 5 
positions and indicate whether and when they are projected to be filled. 

Response: 

a. The six positions for hourly were the production technicians in the original 
filing.  One was filled by Larry Hedge. 

b. The 3 salaried positions included the engineering position, project 
engineer, and production manager. 

c. The four union positions were utility positions that have been filled by 
Tracy Stone, Billy Moore, Lewis Walton and a vacant position due to the 
retirement of Gene Jones. 

d. See table below: 

 

 

 

 

KAW_R_AGDR2#18_052410
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Vacancies in filing   Vacancies as of April 2010    

Engineer   
Engineer – to be filled see 
response to PSC-2-3    

Planning Engineer  
Planning engineer  -  to be filled 
see response to PSC-2-3   

Production Mgr  
Production Mgr-position filled 4/26/10 by 
Cheryl Taylor 

Production Tech's (5)  Production Tech's (4)   
      Terry Miller – filled 5/24/10   
       Martin Olsen – filled 4/19/10 

   

Currently recruiting add’l production techs   
to operate KRS II Treatment Plant- See 
response to PSC-2-3 

   
Mgr External Affairs - Ray Golden Resigned-
actively recruiting replacement 

   Utility (4) position   
       Tracy Stone filled 4/5/10 
       Billy Moore filled 4/6/10 
       Lewis Walton filled 4/7/10  
       Utility – actively recruiting 

   
Clerk Operations –position filled 4/19/10 
Stephanie Padgett  

       
8 positions   13 positions   

 

 

 

 

 

 

 

 

  
  

 

  For the electronic version, refer to KAW-R_AGDR2#18_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Michael A. Miller/Nick Rowe 
 

19.   Refer to the Company's response to AG-1-38.  Please provide the 2009 and 2009 
AIP performance review forms for all supervisor, management and higher 
personnel. 

Response: 

 Each employee’s performance review is very personal and private as to each 
individual.  To make such personal and private information public could lead to 
problems within the employee ranks at the Company.  In addition, making details 
of the Company’s salary administration program public would place the Company 
at a competitive disadvantage with its competitors.  Based on these factors the 
Company is providing the attached performance reviews confidentially to all 
those who sign a confidentiality agreement and will be filing a Petition for 
Confidential Treatment contemporaneously with this response. 

 Additionally, in responding to this data request, the Company has become aware 
that a very few Company employees have, on occasion, performed services other 
than for the Company.  The Company will be amending its case accordingly.   

 

 For the electronic version, refer to KAW_R_AGDR2#19_CONF_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Michael A. Miller 
 

20.  Refer to the Company's response to AG-1-38.  Please provide the 2009 and 2009 
AIP performance review forms for all supervisor, management and higher 
personnel at American Water Works Service Company (“AWWSC”) who charge 
or allocate cost to KAW. 

Response: 

 The Company objects to this question on the grounds that the request is extremely 
burdensome.  AWWSC has over 1,500 employees located in over a dozen offices 
and locations in over 20 states where AWWSC provides services to the regulated 
subsidiaries.  To contact those various offices, accumulate over 1,500 
performance reviews, and make copies would be extremely burdensome and 
costly.  The Company has provided the performance review forms for KAWC 
employees in response to KAW_R_AGDR2#19 and believes those provide ample 
information about the types of challenging employee goals that are established 
each year for eligible AIP participants.  Those forms indicate that those goals are 
established to improve customer service, customer satisfaction, improve 
efficiency and cost containment, and drive personal development for performance 
improvement and promotion in the succession planning. 

 For the electronic version of this response, refer to 
KAW_R_AGDR2#20_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Michael A. Miller 
 

21.  Refer to the Company's response to AG-1-39.   

a. Does the targeting of base compensation at the 50th percentile apply to 
both (1) KAW and to (2) AWWSC employees who charge or allocate cost 
to KAW?  If not, explain fully why not, and explain in detail how the base 
and incentive compensation are developed for AWWSC employees who 
charge or allocate cost to KAW.  

b. Does the targeting of incentive compensation at the 65th percentile apply 
to both (1) KAW and to (2) AWWSC employees who charge or allocate 
cost to KAW?  If not, explain fully why not, and explain in detail how the 
base and incentive compensation are developed for AWWSC employees 
who charge or allocate cost to KAW. 

c. Please show in detail how the “market based compensation levels” were 
developed for each year, 2008, 2009 and 2010.  If different for KAW and 
for AWWSC employees, provide both. 

d. Please identify and provide a copy of all studies that were used to 
determine the “market based compensation levels” for each year, 2008, 
2009 and 2010.  If different for KAW and for AWWSC employees, 
provide both. 

Response: 

  a.  Yes. 

b. Yes.  

c. The job position salary band study was previously supplied in response to 
PSC-1-14. 

d. Please see the response to part c above. 

For the electronic version, refer to KAW_R_AGDR2#21_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Keith Cartier 
 

23.  Refer to the Company's response to AG-1-44.  Please identify and provide a copy 
of all “reforecast process” changes that occurred in 2009 and 2010. 

Response: 

During early 2009, a reforecast addressed the assignment of two former service 
company employees to Kentucky American Water (Donna Braxton and Mike 
Shryock), and the transfer of one Kentucky American employee to the service 
company (Nick Rowe).   

During Q3, the labor for two positions that had become vacant and were unlikely 
to be filled before year end was identified in the reforecast process.  Those 
changes are reflected in the attached Reforecast schedules.  One of those 
positions, external affairs manager, was subsequently filled November 30, 2009.  
The other position, field operations supervisor, was filled January 11, 2010.   

For the electronic version, refer to KAW_R_AGDR2#23_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Michael A. Miller 
 

24.  Stock based compensation. Refer to the Company's response to AG-1-47.   

a. Please provide the stock based compensation amounts broken out by 
executive for each period. 

b. For each stock-based compensation program in existence for 2008, 2009, 
2010 or the future test year, please provide the documents, contracts, 
agreements, and communications materials. 

Response: 

a. Please see attachment for stock based compensation amounts broken out 
by executive for the test year.  The response to AG-1-47 should have listed 
the total stock based compensation for the test year as $160,957.  Please 
refer to the response to data request PSC 2-8 for the stock based 
compensation amounts for the future test year. 

b. The Omnibus Equity Compensation Plan was provided in response to AG-
1-15.  Please see the attached documents which provide an amendment to 
the plan that occurred in 2009, as well as examples of grant agreements 
referenced in the plan document and communications with eligible 
participants about the plan. 

For the electronic version of this response, refer to 
KAW_R_AGDR2#24_052410.pdf. 
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EX-10.6 7 dex106.htm AMEND. 2009-1 TO NONQUALIFIED SAVINGS AND
DEFERRED COMPENSATION PLAN-EMPLOYEES

Exhibit 10.6

AMENDMENT 2009-1
TO THE

NONQUALIFIED SAVINGS AND
DEFERRED COMPENSATION PLAN FOR

EMPLOYEES OF
AMERICAN WATER WORKS COMPANY, INC.

AND ITS DESIGNATED SUBSIDIARIES

Pursuant to the authority reserved to the American Water Works Company, Inc. Board of Directors
(the "Board") under Section 8.01 of the Nonqualified Savings and Deferred Compensation Plan for
Employees of American Water Works Company, Inc. and Its Designated Subsidiaries (the "Plan"), the
Board hereby amends the Plan, effective as of February 6, 2009, as follows:

1. The last sentence of the first paragraph under Article I of the Plan is hereby amended in its entirety
to read as follows:

"Lastly, certain Group I Employees and Group III Employees are eligible to receive additional
contributions referred to as Special Contributions."

2. Section 2.52 of the Plan is hereby amended in its entirety to read as follows:

"2.52 "Special Contribution" means the amount credited to the Plan for a Group I Employee and
Group III Employee during the 2008 and 2009 Plan Years by AWW pursuant to Sections 4.01(d)
and 4.03(c), respectively. The Group I Employees and Group III Employees who are eligible to
receive the Special Contribution are those who are specifically designated as eligible to receive
such under the Plan at the time of such Special Contribution. No other Group I Employees or
Group III Employees are eligible to receive the Special Contribution."

3. Section 4.01(d) of the Plan is hereby amended in its entirety to read as follows:

"(d) Special Contribution.

(i) During the 2008 Plan Year, AWW credited to the Special Contribution Account certain
Special Contributions for the benefit of those Group I Employees who were specifically designated
by the Board to receive such Special Contributions, the value of which was determined by the
Board at such time. Only those Group I Employees who were specifically designated to receive the
Special Contributions were eligible to receive such Special Contributions.

(ii) As soon as administratively practicable on or after February 6, 2009, AWW shall make a
Special Contribution to the Special Contribution Account of each Group I Employee who is
designated to receive the Special Contribution pursuant to this clause (ii) on the attached Exhibit
E; provided, however, that each such specifically designated Group I Employee must be employed
by the Employer on February 6, 2009, and qualify as a Group I Employee on such date. The
Special Contribution pursuant to this clause (ii) for each such Group I Employee shall be
equivalent in value to the amount set forth for such Group I Employee on the attached Exhibit E.
Any Group I Employee who is not listed on the attached Exhibit E shall not be eligible to receive
the Special Contribution pursuant to this clause (ii). The Special Contribution provided for in this
clause (ii) shall be a one-time contribution."

4. The last sentence of Section 4.01(e) of the Plan is hereby amended in its entirety to read as follows:
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"The Plan Year election that shall apply as to the time of distribution for a Group I Employee's
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Special Contributions shall be the eligible Group I Employee's 2008 Plan Year election for Special
Contributions made pursuant to clause 4.01 (d)(i), and 2009 Plan Year election for Special
Contributions made pursuant to clause 4.0 l(d)(ii)."

5. The last sentence of Section 4.01(f) of the Plan is hereby amended in its entirety to read as follows:

"The Plan Year election that shall apply as to the form of distribution for a Group I Employee' s
Special Contribution shall be the eligible Group I Employee's 2008 Plan Year election for Special
Contributions made pursuant to clause 4.01(d)(i), and 2009 Plan Year election for Special
Contributions made pursuant to clause 4.01 (d)(ii)."

6. The first sentence of Section 5.01 of the Plan is hereby amended in its entirety to read as follows:

"The Deemed Investment Options available under the Plan shall consist of those funds that the
Committee has designated as the Deemed Investment Options under the Plan; provided, however,
the Committee reserves the right, on a prospective basis, to add or delete Deemed Investment
Options."

7. The last sentence of Section 5.02 of the Plan is hereby deleted in its entirety from the Plan.

8. A new Exhibit E shall be added to the Plan to read as follows:

"EXHIBIT E"

SPECIAL CONTRIBUTION FOR 2009 PLAN YEAR

The following sets forth the Group I Employees who shall be eligible to receive the one-time
Special Contribution as set forth in Sections 4.01 (d)(ii) and the amount of the Special Contribution
that each such Group I Employee shall be eligible to receive pursuant to such Section:

Employee Name
Correll, Donald L.
Monica, Laura L.
Pape, Kathy L.
Settelen Jr., John L
Twaddle, Andrew S.
Vallejo, Edward D.
Wolf, Ellen C.

Amount of
Special

Contribution
$18,296.59
$ 5,058.14
$ 1,796.76
$ 1,256.87
$ 1,466.52
$ 1,175.74
$ 9,543.47

9. In all respects not modified by this Amendment 2009-1, the Plan is hereby ratified and confirmed.

[SIGNATURE PAGE FOLLOWS]

2
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IN WITNESS WHEREOF, and as evidence of the adoption of this Amendment 2009-1 to the
Plan set forth herein, the Board has caused this instrument to be executed this 21st day of February,
2009.

American Water Works Company, Inc.
Board of Directors

/s/George W. Patrick
By: George W. Patrick
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EX-10.5 6 dex105.htm 2007 OMNIBUS EQUITY COMPENSATION PLAN
NONQUALIFIED STOCK OPTION GRANT--ML4-ML5

Exhibit 10.5

FORM FOR 2009 LTIP- FOR ML4 -ML5
"OPTION GRANT"

AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

NONOUALIFIED STOCK OPTION GRANT

This STOCK OPTION GRANT, dated as of February ,2009 (the "Date of Grant"), is delivered
by American Water Works Company, Inc. (the "Company") to (the "Participant").

RECITALS

WHEREAS, the Committee (as defined in the American Water Works Company, Inc. 2007
Omnibus Equity Compensation Plan) has adopted a 2009 long-term incentive program ("2009 LTIp")
pursuant to which designated employees will be granted equity awards (the "Equity Award") for
shares of Common Stock of the Company, par value $0.01 per share, (the "Company Stock");

WHEREAS, the Equity Award is comprised of two separate grants, a nonqualified stock option
and a performance stock unit grant;

WHEREAS, the Committee has determined that the Participant is eligible to participate in the
2009 LTIP and to grant the Participant an Equity Award under the 2009 LTIP; and

WHEREAS, the Committee has determined that the nonqualified stock option portion of the
Equity Award granted to the Participant pursuant to the 2009 LTIP shall be issued under the American
Water Works Company, Inc. 2007 Omnibus Equity Compensation Plan (the "Plan") and the terms and
conditions of such nonqualified stock option shall be memorialized in this grant (the "Grant").

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby, agree as
follows:

1. Grant of Option. Subject to the terms and conditions set forth in this Grant and in the Plan, the
Company hereby grants to the Participant a nonqualified stock option (the " ") to purchase

shares of Company Stock, at an exercise price of $ per share of Company Stock.

2. Exercisability of Option.

(a) Except as provided in subparagraphs (b) or (c) below, the Option shall become exercisable on
the following dates, if the Participant continues to be employed by, or providing service to, the
Employer (as defined in the Plan) from the Date of Grant through the applicable date:

Date

January 1, 2010

January 1,2011

January 1, 2012

Shares for
Which the
Option is

Exercisable
1/3
1/3
1/3
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The exercisability of the Option is cumulative, but shall not exceed 100% of the shares of Company
Stock subject to the Option. If the foregoing schedule would produce fractional shares of Company
Stock, the number of shares of Company Stock for which the Option becomes exercisable shall be
rounded down to the nearest whole share of Company Stock. The Option shall become fully
exercisable on January 1, 2012, if the Participant is employed by, or providing service to, the
Employer on such date.

(b) If at any time prior to the date the Participant' s Option becomes exercisable as described in
subparagraph (a) above, the Participant's employment or service with the Employer is terminated on
account of death or Total Disability (as defined below), the Option shall become fully exercisable on
the date of the Participant' s termination of employment or service with the Employer on account of
death or Total Disability. For purposes of this Grant, the term "Total Disability" shall mean that the
Participant has been determined to be totally disabled by the Social Security Administration.

(c) If a Change of Control (as defined in the Plan) occurs while the Participant is employed by or
providing service to the Employer, then the Option shall become fully exercisable as of the date of the
Change of Control.

3. Term of Option.

(a) The Option shall have a term from the Date of Grant through December 31, 2015, and shall
terminate at the expiration of that period, unless it is terminated at an earlier date pursuant to the
provisions of this Grant or the Plan.

(b) The Option shall automatically terminate upon the happening of the first of the following
events:

(i) If the Participant's employment or service with the Employer terminates on account of
death or Total Disability, the expiration of the one year period following the date of the
Participant's termination of employment or service on account of death or Total Disability.

(ii) If the Participant's employment or service with the Employer terminates on account of
Normal Retirement (as defined below), the expiration of the one year period following the date of
the Participant's termination of employment or service on account of Normal Retirement. For
purposes of this Grant, the term "Normal Retirement" shall mean, at the time of the Participant's
termination of employment or service with the Employer, that the Participant has attained both
(A) at least age 55, and (B) total years of employment and service with the Employer equals or
exceeds 10.

-2-
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(iii) If the Participant's employment or service with the Employer terminates for any reason
other than on account of Cause (as defined below), Normal Retirement, death or Total Disability,
the expiration of the ninety (90) day period following the date of the Participant's termination of
employment or service for any reason other than on account of termination for Cause, death, Total
Disability or Normal Retirement.

(iv) The date on which the Participant ceases to be employed by, or provide service to, the
Employer for Cause. In addition, notwithstanding the prior provisions of this Paragraph 3, if the
Participant engages in conduct that constitutes Cause after the Participant's employment or service
terminates, the Option shall immediately terminate. For purposes of this Grant, the term "Cause"
shall mean a finding by the Committee that the Participant (A) has breached his or her
employment or service contract with the Employer, if any; (B) has engaged in disloyalty to the
Employer, including, without limitation, fraud, embezzlement, theft, commission of a felony or
proven dishonesty; (C) has disclosed trade secrets or confidential information of the Employer to
persons not entitled to receive such information; (D) has breached any written noncompetition or
nonsolicitation agreement between the Participant and the Employer; or (E) has engaged in such
other behavior detrimental to the interests of the Employer as the Committee determines.

Notwithstanding the foregoing, in no event may the Option be exercised after December 31, 2015. Any
portion of the Option that is not exercisable at the time the Participant ceases to be employed by, or
provide service to, the Employer shall immediately terminate.

4. Exercise Procedures.

(a) Subject to the provisions of Paragraphs 2 and 3 above, the Participant may exercise part or all
of the exercisable portion of the Option by giving the Company written notice of intent to exercise in
the manner provided in this Grant, specifying the number of shares of Company Stock as to which the
Option is to be exercised and the method of payment. Payment of the exercise price shall be made in
accordance with procedures established by the Committee from time to time based on the type of
payment being made but, in any event, prior to issuance of the shares of Company Stock. The
Participant shall pay the exercise price (i) in cash; (ii) with the approval of the Committee, by
delivering shares of Company Stock, which shall be valued at their fair market value on the date of
delivery, or by attestation (on a form prescribed by the Committee) to ownership of shares of Company
Stock having a fair market value on the date of exercise equal to the exercise price; (iii) by payment
through a broker in accordance with procedures permitted by Regulation T of the Federal Reserve
Board; or (iv) by such other method as the Committee may approve, to the extent permitted by
applicable law. The Committee may impose from time to time such limitations as it deems appropriate
on the use of shares of Company Stock to exercise the Option.

(b) The obligation of the Company to deliver shares of Company Stock upon exercise of the
Option shall be subject to all applicable laws, rules, and regulations and such approvals by
governmental agencies as may be deemed appropriate by the Committee, including such actions as
Company counsel shall deem necessary or appropriate to comply with relevant securities laws and
regulations. The Company may require that the Participant (or other person exercising the

-3-

KAW_R_AGDR2#24_052410
Page 11 of 227



Option after the Participant' s death) represent that the Participant is purchasing the shares of Company
Stock for the Participant's own account and not with a view to or for sale in connection with any
distribution of the shares of Company Stock, or such other representation as the Committee deems
appropriate.

(c) All obligations of the Company under this Grant shall be subject to the rights of the Company
aS set forth in the Plan to withhold amounts required to be withheld for any taxes, if applicable.

5. Change of Control. Except as set forth in Paragraph 2(c) of this Grant, the provisions of the Plan
applicable to a Change of Control shall apply to the Option, and, in the event of a Change of Control,
the Committee may take such actions as it deems appropriate pursuant to the Plan.

6. Restrictions on Exercise. Except as the Committee may otherwise permit pursuant to the Plan, only
the Participant may exercise the Option during the Participant's lifetime and, after the Participant's
death, the Option shall be exercisable (subject to the limitations specified in the Plan) solely by the
legal representatives of the Participant, or by the person who acquires the right to exercise the Option
by will or by the laws of descent and distribution, to the extent that the Option is exercisable pursuant
to this Agreement.

7. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of which is
incorporated herein by reference, and in all respects shall be interpreted in accordance with the Plan.
The Grant and exercise of the Option are subject to interpretations, regulations and determinations
concerning the Plan established from time to time by the Committee in accordance with the provisions
of the Plan, including, but not limited to, provisions pertaining to (i) rights and obligations with respect
to withholding taxes, (ii) the registration, qualification or listing of the shares of Company Stock,
(iii) changes in capitalization of the Company, and (iv) other requirements of applicable law. The
Committee shall have the authority to interpret and construe the Option pursuant to the terms of the
Plan, and its decisions shall be conclusive as to any questions arising hereunder. By accepting this
Grant, the Participant agrees to be bound by the terms of the Plan and the Grant and that all decisions
and determinations of the Committee with respect to the Grant shall be final and binding on the
Participant and the Participant's beneficiaries.

8. Restrictions on Sale or Transfer of Shares.

(a) The Participant agrees that he or she shall not sell, transfer, pledge, donate, assign, mortgage,
hypothecate or otherwise encumber the shares of Company Stock underlying the Option unless the
shares of Company Stock are registered under the Securities Act of 1933, as amended (the "Securities
Act") or the Company is given an opinion of counsel reasonably acceptable to the Company that such
registration is not required under the Securities Act.

(b) As a condition to receive any shares of Company Stock upon the exercise of the Option, the
Participant agrees to be bound by the Company's policies regarding the limitations on the transfer of
such shares, and understands that there may be certain times during the year that the Participant will be
prohibited from selling, transferring, pledging, donating, assigning, mortgaging, hypothecating or
otherwise encumbering the shares.
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9. No Employment or Other Rights. This Grant shall not confer upon the Participant any right to be
retained by or in the employ or service of the Employer and shall not interfere in any way with the
right of the Employer to terminate the Participant's employment or service at any time. The right of the
Employer to terminate at will the Participant's employment or service at any time for any reason is
specifically reserved.

10. No Stockholder Rights. Neither the Participant, nor any person entitled to exercise the Participant's
rights in the event of the Participant's death, shall have any of the rights and privileges of a stockholder
with respect to the shares of Company Stock subject to the Option, until certificates for shares of
Company Stock have been issued upon the exercise of the Option.

11. Assignment and Transfers. Except as the Committee may otherwise permit pursuant to the Plan,
the rights and interests of the Participant under this Grant may not be sold, assigned, encumbered or
otherwise transferred except, in the event of the death of the Participant, by will or by the laws of
descent and distribution. In the event of any attempt by the Participant to alienate, assign, pledge,
hypothecate, or otherwise dispose of the Option or any right hereunder, except as provided for in this
Grant, or in the event of the levy or any attachment, execution or similar process upon the rights or
interests hereby conferred, the Company may terminate the Option by notice to the Participant, and the
Option and all rights hereunder shall thereupon become null and void. The rights and protections of the
Company hereunder shall extend to any successors or assigns of the Company and to the Company's
parents, subsidiaries, and affiliates. This Agreement may be assigned by the Company without the
Participant's consent.

12. Effect on Other Benefits. The value of shares of Company Stock received upon exercise of the
Option shall not be considered eligible earnings for purposes of any other plans maintained by the
Company or the Employer. Neither shall such value be considered part of the Participant's
compensation for purposes of determining or calculating other benefits that are based on
compensation, such as life insurance.

13. Applicable Law. The validity, construction, interpretation and effect of this instrument shall be
governed by and construed in accordance with the laws of the State of Delaware, without giving effect
to the conflicts of laws provisions thereof.

14. Notice. Any notice to the Company provided for in this instrument shall be addressed to the
Company in care of the General Counsel at the Company's corporate headquarters, and any notice to
the Participant shall be addressed to such Participant at the current address shown on the payroll
records of the Employer, or to such other address as the Participant may designate tothe Employer in
writing. Any notice shall be delivered by hand, sent by telecopy or enclosed in a properly sealed
envelope addressed as stated above, registered and deposited, postage prepaid, in a post office
regularly maintained by the United States Postal Service.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to execute this
Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS
COMPANY, INC.

By:

Its:
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EX-10.2 3 dex102.htm 2007 OMNIBUS EQUITY COMPENSATION PLAN
PERFORMANCE STOCK UNIT GRANT--ML1-ML3B

Exhibit 10.2

FORM FOR 2009 L TIP - FOR ML 1 - ML 3B
"PSU GRANT"

AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

PERFORMANCE STOCK UNIT GRANT

This PERFORMANCE STOCK UNIT GRANT, dated as of (the "Date of Grant"), is
delivered by American Water Works Company, Inc. (the "Company") to (the "Participant").

RECITALS

WHEREAS, the Committee (as defined in the American Water Works Company, Inc. 2007
Omnibus Equity Compensation Plan) has adopted a 2009 long-term incentive program ("2009 LTIP")
pursuant to which designated employees will be granted equity awards (the "Equity Award") for
shares of Common Stock of the Company, par value $0.01 per share, (the "Company Stock");

WHEREAS, the Equity Award is comprised of two separate grants, a nonqualified stock option
and a performance stock unit grant;

WHEREAS, the Committee has determined that the Participant is eligible to participate in the
2009 LTIP and to grant the Participant an Equity Award under the 2009 LTIP; and

WHEREAS, the Committee has determined that the performance stock unit portion of the Equity
Award granted to the Participant pursuant to the 2009 LTIP shall be issued under the American Water
Works Company, Inc. 2007 Omnibus Equity Compensation Plan (the "Plan") and the terms and
conditions of such performance stock unit shall be memorialized in this grant (the "Grant").

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby, agree as
follows:

1. Grant of Performance Stock Units. Subject to the terms and conditions set forth in this Grant and the
Plan, the Company hereby grants to the Participant performance stock units (the "Performance
Units"). The Performance Units are contingently awarded and will be earned and distributable if and
only to the extent that the performance goals and other conditions set forth in this Grant are met. Each
Performance Unit shall be a phantom right and shall be equivalent to one share of Company Stock on
the applicable payment date, as described in Paragraph 5 below. The number of Performance Units set
forth above is equal to the target number of shares of Company Stock that the Participant will earn for
100% achievement of the performance goals described in Paragraph 3 below (the "Target Award")

2. Performance Unit Account. The Company shall establish and maintain a Performance Unit account
as a bookkeeping account on its records (the "Performance Unit Account") for the Participant and shall
record in such Performance Unit Account the number of Performance Units granted to the Participant.
The Participant shall not have any interest in any fund or specific assets of the Company by reason of
this grant or the Performance Unit Account established for the Participant.
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3. Performance Goals.

(a) Unless a Change of Control (as defined below) occurs prior to the end of the Performance
Period (as def'med below), the distribution of the shares of Company Stock attributable to the
Performance Units is contingent upon achievement of the performance goals described in
subparagraph (b) below for the Performance Period and the Participant satisfying the continuation of
employment and service with the Employer (as defined in the Plan) requirement described in
Paragraph 4 below.

(b) The Company's Total Stockholder Return ("TSR") will be compared to the return of the Dow
Jones Utility Index (the "Index") over the Performance Period. The actual number of Performance
Units the Participant earns may be greater or less than the Target Award, or even zero, based on the
Company's TSR relative to the performance of the Index, as set forth below. No Performance Units
will be earned if the Company's TSR relative to the Index is below the threshold level.

Level of Achievement
Maximum

Percentile Percentage
Ranking of Target
Relative Award
to Index Earned

75% 150%
Target 50% 100%

Threshold 25% 50%

If actual performance is between measuring points, the number of Performance Units the Participant
earns will be interpolated.

(c) TSR represents Company Stock price performance and dividend accumulation over the
Performance Period. For purposes of this calculation, the initial Company Stock price and the ending
Company Stock price are determined using the 30-day average Company Stock price for the first
December 31 and the last December 31 of the Performance Period, as applicable. The 30-day average
Company Stock price is the average of the daily closing Company Stock prices for the 15 trading days
before and after the applicable December 31. To determine Company Stock price performance, a
dividend adjustment factor will be determined. The dividend adjustment factor takes into account each
per share dividend paid for the Performance Period as well as the effect of any appreciation in
Company Stock price by reason of deeming the dividend to be reinvested in the Company Stock. TSR
is determined by adjusting the ending Company Stock price as determined above by the dividend
adjustment factor and comparing it to the initial Company Stock price. The initial Company Stock
price is $ per share.
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(d) At the end of the Performance Period, the Committee will determine whether and to what
extent the performance goals have been met and the number of Performance Units the Participant has
earned, if any. Except as described in Paragraph 4 below, the Participant must be employed by, or
providing service to, the Employer on the last day of the Performance Period in order to earn the
Performance Units.

(e) If a Change of Control occurs prior to the end of the Performance Period, then the Performance
Period will end on the date of the Change of Control and the Performance Units will be deemed earned
at the target level as of the date of the Change of Control (the "Change of Control Date"). For purposes
of this Grant, the term "Change of Control" shall mean as such term is defined in the Plan, except that
a Change of Control shall not be deemed to have occurred for purposes of this Grant unless the event
constituting the Change of Control constitutes a change in ownership or effective control of the
Company, or in the ownership of a substantial portion of the assets of the Company, within the
meaning of section 409A of the Internal Revenue Code of 1986, as amended (the "Code") and its
corresponding regulations.

(f) For purposes of this Grant, the term "Performance Period" shall mean the three-year period
beginning on January 1, 2009 and ending December 31, 2011.

4. Termination of Employment or Service.

(a) If, at least one year after the beginning of the Performance Period, but prior to the end of the
Performance Period, the Participant ceases to be employed by, or provide service to, the Employer on
account of any reason other than a termination for Cause (as defined below), the Participant will earn a
pro-rata portion of the Performance Units, if the performance goals and the requirements of this Grant
are met as of the last day of the Performance Period. The prorated portion will be determined as the
number of Performance Units that would have been earned if the Participant had remained employed
through the last day of the Performance Period, multiplied by a fraction, which fraction shall be equal
to (i) 1/3, if the Participant's employment or service with the Employer terminates on or after
January 1, 2010, but prior to January 1, 2011; (ii) 2/3, if the Participant' s employment or service with
the Employer terminates on or after January 1,2011, but prior to January 1, 2012; and (iii) 3/3, if the
Participant's employment or service terminates with the Employer on or after January 1, 2012. If the
Participant ceases to be employed by, or provide service to, the Employer for any reason other than on
account of Cause, the prorated number of Performance Units will be distributed in accordance with
Paragraph 5.

(b) If at any time prior to the date the Performance Units are distributed in accordance with
Paragraph 5 the Participant's employment or service with the Employer is terminated on account of
Cause, all of the Performance Units subject to this Grant shall be immediately forfeited and the
Participant will not have any rights with respect to the distribution of any portion of the Performance
Units, irrespective of the level of achievement of the performance goals. For purposes of this Grant,
the term "Cause" shall mean a finding by the Committee that the Participant (A) has breached his or
her employment or service contract with the Employer, if any; (B) has engaged in disloyalty to the
Employer, including, without limitation, fraud, embezzlement, theft, commission of a felony or proven
dishonesty; (C) has disclosed trade secrets or confidential information of the Employer to persons not
entitled to receive such information; (D) has breached any written noncompetition or nonsolicitation
agreement between the Participant and the Employer; or (E) has engaged in such other behavior
detrimental to the interests of the Employer as the Committee determines.
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5. Time and Form of Payment with Respect to Performance Units. Unless an election is made pursuant
to Paragraph 6 below, the Participant will receive a distribution with respect to the Performance Units
earned within seventy (70) days following the earlier of (i) January 1, 2012 (the "Distribution Date")
or (ii) the Change of Control Date. The Performance Units will be distributed in shares of Company
Stock, with each Performance Unit earned equivalent to one share of Company Stock. Any
Performance Units not earned because of the failure to attain the performance goals will be forfeited.

6. Deferrals. The Participant may make an irrevocable election to defer the Distribution Date (or
further defer the Deferred Date (as defined below), if applicable) of all of the Performance Units that
are earned, plus dividend equivalents earned on such Performance Units as described in Paragraph 7
below, to a later date, provided that (i) the election shall not take effect until at least twelve
(12) months after the date on which the election is made, (ii) the deferred Distribution Date cannot be
earlier than five (5) years from the original Distribution Date under Paragraph 5 above (or five
(5) years from the applicable Deferred Date, if a subsequent deferral of a Deferred Date is being
made), and (iii) the election must be made no less than twelve (12) months prior to the date of the
Distribution Date (twelve (12) months prior to the previously applicable Deferred Date, if a subsequent
deferral of a Deferred Date is being made). To defer the Distribution Date, the Participant must elect to
defer 100% of the Performance Units, including corresponding dividend equivalents, earned by the
Participant under this Grant and complete the deferral election form provided to the Participant by the
Committee, in the form attached hereto as Exhibit A or as may subsequently modified in the discretion
of the Committee. If the Participant desires to make a further deferral, the Participant must make such
election on a separate form provided by the Committee for such purpose. Any such election shall be
made in accordance with section 409A of the Code and any corresponding guidance and regulations
issued under section 409A of the Code. Notwithstanding a Participant's election pursuant to this
Paragraph, if the Change of Control Date occurs prior to the Deferred Date, the distribution of the
Participant's earned Performance Units, plus corresponding dividend equivalents, will be the Change
of Control Date. If a Distribution Date is delayed one or more times pursuant to this Paragraph 6, the
new Distribution Date shall be referred to as the "Deferred Date."

7. Dividend Equivalents. Until the earlier of the Distribution Date (or the Deferred Date, if elected) or
the Change of Control Date, if any dividends are declared with respect to the shares of Company
Stock, the Company shall credit to a dividend equivalent account (the "Dividend Equivalent Account")
the value of the dividends that would have been distributed if the Performance Units credited to the
Participant's Performance Unit Account at the time of the declaration of the dividend were shares of
Company Stock. At the same time that the Performance Units are converted to shares of Company
Stock and distributed to the Participant, the Company shall pay to the Participant a lump sum cash
payment equal to the value of the dividends credited to the Participant's Dividend Equivalent Account;
provided, however, that any dividends that were credited to the Participant's Dividend Equivalent
Account that are attributable to Performance Units that have been forfeited as provided in Paragraph 3
and 4 above shall be forfeited and not payable to the Participant. No interest shall accrue on any
dividend equivalents credited to the Participant's Dividend Equivalent Account.
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8. Change of Control. Except as set forth above, the provisions set forth in the Plan applicable to a
Change of Control (as defined in the Plan) shall apply to the Performance Units, and, in the event of a
Change of Control, the Committee may take such actions as it deems appropriate pursuant to the Plan
and is consistent with the requirements of section 409A of the Code.

9. Acknowledgment by Participant. By accepting this Grant, the Participant acknowledges that with
respect to any right to distribution pursuant to this Grant, the Participant is and shall be an unsecured
general creditor of the Company without any preference as against other unsecured general creditors of
the Company, and the Participant hereby covenants for himself or herself, and anyone at any time
claiming through or under the Participant not to claim any such preference, and hereby disclaims and
waives any such preference which may at any time be at issue, to the fullest extent permitted by
applicable law. The Participant also hereby agrees to be bound by the terms and conditions of the Plan
and this Grant. The Participant further agrees to be bound by the determinations and decisions of the
Committee with respect to this Grant and the Plan and the Participant's rights to benefits under this
Grant and the Plan, and agrees that all such determinations and decisions of the Committee shall be
binding on the Participant, his or her beneficiaries and any other person having or claiming an interest
under this Grant and the Plan on behalf of the Participant.

10. Restrictions on Issuance or Transfer of Shares of Company Stock.

(a) The obligation of the Company to deliver shares of Company Stock upon the Participant
earning the Performance Units shall be subject to the condition that if at any time the Committee shall
determine in its discretion that the listing, registration or qualification of the shares of Company Stock
upon any securities exchange or under any state or federal law, or the consent or approval of any
governmental regulatory body is necessary or desirable as a condition of, or in connection with, the
issuance of shares of Company Stock, the shares of Company Stock may not be issued in whole or in
part unless such listing, registration, qualification, consent or approval shall have been effected or
obtained free of any conditions not acceptable to the Committee. The issuance of shares of Company
Stock and the payment of cash to the Participant pursuant to this Grant is subject to any applicable
taxes and other laws or regulations of the United States or of any state having jurisdiction thereof.

(b) As a condition to receive any shares of Company upon conversion of the earned Performance
Units, the Participant agrees:

(i) to be bound by the Company's policies regarding the limitations on the transfer of such
shares, and understands that there may be certain times during the year that the Participant will be
prohibited from selling, transferring, pledging, donating, assigning, mortgaging, hypothecating or
otherwise encumbering the shares; and
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(ii) that 50% of the shares of Company Stock earned by the Participant upon the distribution of
the Performance Units pursuant to this Grant shall not be tradable until the Participant terminates
employment or service with the Employer.

11. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of which are
incorporated herein by reference, and in all respects shall be interpreted in accordance with the Plan. In
the event of any contradiction, distinction or difference between this Grant and the terms of the Plan,
the terms of the Plan will control. Except as otherwise defined in this Grant, capitalized terms used in
this Grant shall have the meanings set forth in the Plan. This Grant is subject to the interpretations,
regulations and determinations concerning the Plan established from time to time by the Committee in
accordance with the provisions of the Plan, including, but not limited to, provisions pertaining to
(i) rights and obligations with respect to withholding taxes, (ii) the registration, qualification or listing
of the shares of Company Stock, (iii) changes in capitalization of the Company, and (iv) other
requirements of applicable law. The Committee shall have the authority to interpret and construe this
grant pursuant to the terms of the Plan, its decisions shall be conclusive as to any questions arising
hereunder and the Participant's acceptance of this Grant is the Participant's agreementto be bound by
the interpretations and decisions of the Committee with respect to this Grant and the Plan.

12. No Rights as Stockholder. The Participant shall not have any rights as a stockholder of the
Company, including the right to any cash dividends (except as provided in Paragraph 7), or the right to
vote, with respect to any Performance Units.

13. No Rights to Continued Employment or Service. This Grant shall not confer upon the Participant
any right to be retained in the employment or service of the Employer and shall not interfere in any
way with the right of the Employer to terminate the Participant's employment or service at any time.
The right of the Employer to terminate at will the Participant's employment or service at any time for
any reason is specifically reserved.

14. Assignment and Transfers. No Performance Units or dividend equivalents awarded to the
Participant under this Grant may be transferred, assigned, pledged, or encumbered by the Participant
and the Performance Units and dividend equivalents shall be distributed during the lifetime of the
Participant only for the benefit of the Participant. Any attempt to transfer, assign, pledge, or encumber
the Performance Units or dividend equivalents under this Grant by the Participant shall be null, void
and without effect. The rights and protections of the Company hereunder shall extend to any
successors or assigns of the Company. This Grant may be assigned by the Company without the
Participant's consent.

15. Withholding. The Participant shall be required to pay to the Employer, or make other arrangements
satisfactory to the Employer to provide for the payment of, any federal, state, local or other taxes that
the Employer is required to withhold with respect to the grant, vesting and distribution of the
Performance Units and dividend equivalents. Any tax withholding obligation of the Employer with
respect to the distribution of shares of Company Stock pursuant to the Performance Units that are
earned by the Participant under this Grant shall be satisfied by having shares of Company Stock
withheld up to an amount that does not exceed the minimum applicable withholding tax rate for federal
(including FICA), state, local and other tax liabilities.
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16. Effect on Other Benefits. The value of shares of Company Stock and dividend equivalents
distributed with respect to the Performance Units shall not be considered eligible earnings for purposes
of any other plans maintained by the Company or the Employer. Neither shall such value be
considered part of the Participant' s compensation for purposes of determining or calculating other
benefits that are based on compensation, such as life insurance.

17. Applicable Law. The validity, construction, interpretation and effect of this Grant shall be
governed by and construed in accordance with the laws of the State of Delaware, without giving effect
to the conflicts of laws provisions thereof.

18. Notice. Any notice to the Company provided for in this instrument shall be addressed to the
Company in care of the General Counsel at the Company's corporate headquarters, and any notice to
the Participant shall be addressed to such Participant at the current address shown on the payroll
records of the Employer, or to such other address as the Participant may designate to the Employer in
writing. Any notice shall be delivered by hand, sent by telecopy or enclosed in a properly sealed
envelope addressed as stated above, registered and deposited, postage prepaid, in a post office
regularly maintained by the United States Postal Service.

19. Section 409A of the Code.

(a) As applicable, this Grant is intended to comply with the requirements of section 409A of the
Code and shall be interpreted and administered to avoid any penalty sanctions under section 409A of
the Code. If any distribution cannot be provided or made at the time specified herein or as elected by
the Participant, then such distribution shall be provided in full at the earliest time thereafter when such
sanctions cannot be imposed. Unless a valid election is made pursuant to Paragraph 6 above, in no
event may the Participant designate the calendar year of distribution.

(b) Notwithstanding any provision to the contrary in this Grant, if any of the distributions under
this Grant constitute deferred compensation subject to the requirements of section 409A of the Code
and such amounts are payable to the Participant upon "separation from service" (within the meaning of
section 409A(a)(2)(a)(i) of the Code and its corresponding regulations) from the Employer, then if at
the time of the Participant's separation from service the Participant is a "specified employee" (as such
term is defined in section 409A(2)(B)(i) of the Code and its corresponding regulations) as determined
by the Company (or any successor thereto) in its sole discretion in accordance with its specified
employee determination policy, then all distributions to the Participant pursuant to this Grant shall be
postponed for a period of six (6) months following the Participant's separation from service from the
Employer. The postponed amounts shall be distributed to the Participant in a lump sum within thirty
(30) days after the date that is six (6) months following the Participant's separation from service from
the Employer, and any amounts distributable to the Participant after the expiration of such six
(6) month period under this Grant shall continue to be distributed to the Participant in accordance with
the terms of this Grant. If the Participant dies during such six-month period and prior to the
distribution of the postponed amounts hereunder, the amounts delayed on account of section 409A of
the Code shall be distributed to the personal representative of the Participant's estate within sixty
(60) days after the date of the Participant's death, and any amounts not delayed shall be distributed to
the personal representative of the Participant's estate in accordance with the terms of this Grant.
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to execute this
Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS
COMPANY, INC.

By:

Its:
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EX-10.3 4 dexl03.htm 2007 OMNIBUS EQUITY COMPENSATION PLAN
PERFORMANCE STOCK UNIT GRANT--ML4-ML5

Exhibit 10.3

FORM FOR 2009 L TIP- FOR ML 4- ML 5
"PSU GRANT"

AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

PERFORMANCE STOCK UNIT GRANT

This PERFORMANCE STOCK UNIT GRANT, dated as of (the "Date of Grant"), is
delivered by American Water Works Company, Inc. (the "Company") to (the
"Participant").

RECITALS

WHEREAS, the Committee (as defined in the American Water Works Company, Inc. 2007
Omnibus Equity Compensation Plan) has adopted a 2009 long-term incentive program ("2009 LTIP")
pursuant to which designated employees will be granted equity awards (the "Equity. Award") for
shares of Common Stock of the Company, par value $0.01 per share, (the "Company Stock");

WHEREAS, the Equity Award is comprised of two separate grants, a nonqualified stock option
and a performance stock unit grant;

WHEREAS, the Committee has determined that the Participant is eligible to participate in the
2009 LTIP and to grant the Participant an Equity Award under the 2009 LTIP; and

WHEREAS, the Committee has determined that the performance stock unit portion of the Equity
Award granted to the Participant pursuant to the 2009 LTIP shall be issued under the American Water
Works Company, Inc. 2007 Omnibus Equity Compensation Plan (the "Plan") and the terms and
conditions of such performance stock unit shall be memorialized in this grant (the "Grant").

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby, agree as
follows:

1. Grant of Performance Stock Units. Subject to the terms and conditions set forth in this Grant and the
Plan, the Company hereby grants to the Participant performance stock units (the
"Performance Units"). The Performance Units are contingently awarded and will be earned and
distributable if and only to the extent that the performance goals and other conditions set forth in this
Grant are met. Each Performance Unit shall be a phantom right and shall be equivalent to one share of
Company Stock on the applicable payment date, as described in Paragraph 5 below. The number of
Performance Units set forth above is equal to the target number of shares of Company Stock that the
Participant will earn for 100% achievement of the performance goals described in Paragraph 3 below
(the "Target Award")

2. Performance Unit Account. The Company shall establish and maintain a Performance Unit account
as a bookkeeping account on its records (the "Performance Unit Account") for the Participant and shall
record in such Performance Unit Account the number of Performance Units granted to the Participant.
The Participant shall not have any interest in any fund or specific assets of the Company by reason of
this grant or the Performance Unit Account established for the Participant.
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3. Performance Goals.

(a) Unless a Change of Control (as defined below) occurs prior to the end of the Performance
Period (as defined below), the distribution of the shares of Company Stock attributable to the
Performance Units is contingent upon achievement of the performance goals described in
subparagraph (b) below for the Performance Period and the Participant satisfying the continuation of
employment and service with the Employer (as defined in the Plan) requirement described in
Paragraph 4 below.

(b) The Company's Total Stockholder Return ("TSR") will be compared to the return of the Dow
Jones Utility Index (the "Index") over the Performance Period. The actual number of Performance
Units the Participant earns may be greater or less than the Target Award, or even zero, based on the
Company's TSR relative to the performance of the Index, as set forth below. No Performance Units
will be earned if the Company's TSR relative to the Index is below the threshold level.

Percentile Ranking Relative Percentage of Target Award
Level of Achievement to Index Earned
Maximum 75% 150%

Target 50% 100%

Threshold 25% 50%

If actual performance is between measuring points, the number of Performance Units the Participant
earns will be interpolated.

(c) TSR represents Company Stock price performance and dividend accumulation over the
Performance Period. For purposes of this calculation, the initial Company Stock price and the ending
Company Stock price are determined using the 30-day average Company Stock price for the first
December 31 and the last December 31 of the Performance Period, as applicable. The 30-day average
Company Stock price is the average of the daily closing Company Stock prices for the 15 trading days
before and after the applicable December 31. To determine Company Stock price performance, a
dividend adjustment factor will be determined. The dividend adjustment factor takes into account each
per share dividend paid for the Performance Period as well as the effect of any appreciation in
Company Stock price by reason of deeming the dividend to be reinvested in the Company Stock. TSR
is determined by adjusting the ending Company Stock price as determined above by the dividend
adjustment factor and comparing it to the initial Company Stock price. The initial Company Stock
price is $ per share.
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(d) At the end of the Performance Period, the Committee will determine whether and to what
extent the performance goals have been met and the number of Performance Units the Participant has
earned, if any. Except as described in Paragraph 4 below, the Participant must be employed by, or
providing service to, the Employer on the last day of the Performance Period in order to earn the
Performance Units.

(e) If a Change of Control occurs prior to the end of the Performance Period, then the Performance
Period will end on the date of the Change of Control and the Performance Units will be deemed earned
at the target level as of the date of the Change of Control (the "Change of Control Date"). For purposes
of this Grant, the term "Change of Control" shall mean as such term is defined in the Plan, except that
a Change of Control shall not be deemed to have occurred for purposes of this Grant unless the event
constituting the Change of Control constitutes a change in ownership or effective control of the
Company, or in the ownership of a substantial portion of the assets of the Company, within the
meaning of section 409A of the Internal Revenue Code of 1986, as amended (the "Code") and its
corresponding regulations.

(f) For purposes of this Grant, the term "Performance Period" shall mean the three-year period
beginning on January 1, 2009 and ending December 31, 2011.

4. Termination of Employment or Service.

(a) If, at least one year after, the beginning of the Performance Period, but prior to the end of the
Performance Period, the Participant ceases to be employed by, or provide service to, the Employer on
account of any reason other than a termination for Cause (as defined below), the Participant will earn a
pro-rata portion of the Performance Units, if the performance goals and the requirements of this Grant
are met as of the last day of the Performance Period. The prorated portion will be determined as the
number of Performance Units that would have been earned if the Participant had remained employed
through the last day of the Performance Period, multiplied by a fraction, which fraction shall be equal
to (i) 1/3, if the Participant's employment or service with the Employer terminates on or after
January 1, 2010, but prior to January 1, 2011; (ii) 2/3, if the Participant's employment or service with
the Employer terminates on or after January 1,2011, but prior to January 1, 2012; and (iii) 3/3, if the
Participant's employment or service terminates with the Employer on or after January 1, 2012. If the
Participant ceases to be employed by, or provide service to, the Employer for any reason other than on
account of Cause, the prorated number of Performance Units will be distributed in accordance with
Paragraph 5.

(b) If at any time prior to the date the Performance Units are distributed in accordance with
Paragraph 5 the Participant's employment or service with the Employer is terminated on account of
Cause, all of the Performance Units subject to this Grant shall be immediately forfeited and the
Participant will not have any rights with respect to the distribution of any portion of the Performance
Units, irrespective of the level of achievement of the performance goals. For purposes of this Grant,
the term "Cause" shall mean a finding by the Committee that the Participant (A) has breached his or
her employment or service contract with the Employer, if any; (B) has engaged in disloyalty to the
Employer, including, without limitation, fraud, embezzlement, theft, commission of a felony or proven
dishonesty; (C) has disclosed trade secrets or confidential information of the Employer to persons not
entitled to receive such information; (D) has breached any written noncompetition or nonsolicitation
agreement between the Participant and the Employer; or (E) has engaged in such other behavior
detrimental to the interests of the Employer as the Committee determines.
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5. Time and Form of Payment with Respect to Performance Units. Unless an election is made pursuant
to Paragraph 6 below, the Participant will receive a distribution with respect to the Performance Units
earned within seventy (70) days following the earlier of(i) January 1, 2012 (the "Distribution Date")
or (ii) the Change of Control Date. The Performance Units will be distributed in shares of Company
Stock, with each Performance Unit earned equivalent to one share of Company Stock. Any
Performance Units not earned because of the failure to attain the performance goals will be forfeited.

6. Deferrals. The Participant may make an irrevocable election to defer the Distribution Date (or
further defer the Deferred Date (as defined below), if applicable) of all of the Performance Units that
are earned, plus dividend equivalents earned on such Performance Units as described in Paragraph 7
below, to a later date, provided that (i) the election shall not take effect until at least twelve
(12) months after the date on which the election is made, (ii) the deferred Distribution Date cannot be
earlier than five (5) years from the original Distribution Date under Paragraph 5 above (or five
(5) years from the applicable Deferred Date, if a subsequent deferral of a Deferred Date is being
made), and (iii) the election must be made no less than twelve (12) months prior to the date of the
Distribution Date (twelve (12) months prior to the previously applicable Deferred Date, if a subsequent
deferral of a Deferred Date is being made). To defer the Distribution Date, the Participant must elect to
defer 100% of the Performance Units, including corresponding dividend equivalents, earned by the
Participant under this Grant and complete the deferral election form provided to the Participant by the
Committee, in the form attached hereto as Exhibit A or as may subsequently modified in the discretion
of the Committee. If the Participant desires to make a further deferral, the Participant must make such
election on a separate form provided by the Committee for such purpose. Any such election shall be
made in accordance with section 409A of the Code and any corresponding guidance and regulations
issued under section 409A of the Code. Notwithstanding a Participant's election pursuant to this
Paragraph, if the Change of Control Date occurs prior to the Deferred Date, the distribution of the
Participant's earned Performance Units, plus corresponding dividend equivalents, will be the Change
of Control Date. If a Distribution Date is delayed one or more times pursuant to this Paragraph 6, the
new Distribution Date shall be referred to as the "Deferred Date."

7. Dividend Equivalents. Until the earlier of the Distribution Date (or the Deferred Date, if elected) or
the Change of Control Date, if any dividends are declared with respect to the shares of Company
Stock, the Company shall credit to a dividend equivalent account (the "Dividend Equivalent Account")
the value of the dividends that would have been distributed if the Performance Units credited to the
Participant's Performance Unit Account at the time of the declaration of the dividend were shares of
Company Stock. At the same time that the Performance Units are converted to shares of Company
Stock and distributed to the Participant, the Company shall pay to the Participant a lump sum cash
payment equal to the value of the dividends credited to the Participant's Dividend Equivalent Account;
provided, however, that any dividends that were credited to the Participant's Dividend Equivalent
Account that are attributable to Performance Units that have been forfeited as provided in Paragraph 3
and 4 above shall be forfeited and not payable to the Participant. No interest shall accrue on any
dividend equivalents credited to the Participant's Dividend Equivalent Account.
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8. Change of Control. Except as set forth above, the provisions set forth in the Plan applicable to a
Change of Control (as defined in the Plan) shall apply to the Performance Units, and, in the event of a
Change of Control, the Committee may take such actions as it deems appropriate pursuant to the Plan
and is consistent with the requirements of section 409A of the Code.

9. Acknowledgment by Participant. By accepting this Grant, the Participant acknowledges that with
respect to any right to distribution pursuant to this Grant, the Participant is and shall be an unsecured
general creditor of the Company without any preference as against other unsecured general creditors of
the Company, and the Participant hereby covenants for himself or herself, and anyone at any time
claiming through or under the Participant not to claim any such preference, and hereby disclaims and
waives any such preference which may at any time be at issue, to the fullest extent permitted by
applicable law. The Participant also hereby agrees to be bound by the terms and conditions of the Plan
and this Grant. The Participant further agrees to be bound by the determinations and decisions of the
Committee with respect to this Grant and the Plan and the Participant's rights to benefits under this
Grant and the Plan, and agrees that all such determinations and decisions of the Committee shall be
binding on the Participant, his or her beneficiaries and any other person having or claiming an interest
under this Grant and the Plan on behalf of the Participant.

10. Restrictions on Issuance or Transfer of Shares of Company Stock.

(a) The obligation of the Company to deliver shares of Company Stock upon the Participant
earning the Performance Units shall be subject to the condition that if at any time the Committee shall
determine in its discretion that the listing, registration or qualification of the shares of Company Stock
upon any securities exchange or under any state or federal law, or the consent or approval of any
governmental regulatory body is necessary or desirable as a condition of, or in connection with, the
issuance of shares of Company Stock, the shares of Company Stock may not be issued in whole or in
part unless such listing, registration, qualification, consent or approval shall have been effected or
obtained free of any conditions not acceptable to the Committee. The issuance of shares of Company
Stock and the payment of cash to the Participant pursuant to this Grant is subject to any applicable
taxes and other laws or regulations of the United States or of any state having jurisdiction thereof.

(b) As a condition to receive any shares of Company Stock upon conversion of the earned
Performance Units, the Participant agrees to be bound by the Company's policies regarding the
limitations on the transfer of such shares, and understands that there may be certain times during the
year that the Participant will be prohibited from selling, transferring, pledging, donating, assigning,
mortgaging, hypothecating or otherwise encumbering the shares.

11. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of which are
incorporated herein by reference, and in all respects shall be interpreted in accordance with the Plan. In
the event of any contradiction, distinction or difference between this Grant and the terms of the Plan,
the terms of the Plan will control. Except as otherwise defined in this
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Grant, capitalized terms used in this Grant shall have the meanings set forth in the Plan. This Grant is
subject to the interpretations, regulations and determinations concerning the Plan established from time
to time by the Committee in accordance with the provisions of the Plan, including, but not limited to,
provisions pertaining to (i) rights and obligations with respect to withholding taxes, (ii) the
registration, qualification or listing of the shares of Company Stock, (iii) changes in capitalization of
the Company, and (iv) other requirements of applicable law. The Committee shall have the authority to
interpret and construe this grant pursuant to the terms of the Plan, its decisions shall be conclusive as to
any questions arising hereunder and the Participant's acceptance of this Grant is the Participant's
agreement to be bound by the interpretations and decisions of the Committee with respect to this Grant
and the Plan.

12. No Rights as Stockholder. The Participant shall not have any rights as a stoclcholder of the
Company, including the right to any cash dividends (except as provided in Paragraph 7), or the right to
vote, with respect to any Performance Units.

13. No Rights to Continued Employment or Service. This Grant shall not confer upon the Participant
any right to be retained in the employment or service of the Employer and shall not interfere in any
way with the right of the Employer to terminate the Participant's employment or service at any time.
The right of the Employer to terminate at will the Participant's employment or service at any time for
any reason is specifically reserved.

14. Assignment and Transfers. No Performance Units or dividend equivalents awarded to the
Participant under this Grant may be transferred, assigned, pledged, or encumbered by the Participant
and the Performance Units and dividend equivalents shall be distributed during the lifetime of the
Participant only for the benefit of the Participant. Any attempt to transfer, assign, pledge, or encumber
the Performance Units or dividend equivalents under this Grant by the Participant shall be null, void
and without effect. The rights and protections of the Company hereunder shall extend to any
successors or assigns of the Company. This Grant may be assigned by the Company without the
Participant's consent.

15. Withholding. The Participant shall be required to pay to the Employer, or make other arrangements
satisfactory to the Employer to provide for the payment of, any federal, state, local or other taxes that
the Employer is required to withhold with respect to the grant, vesting and distribution of the
Performance Units and dividend equivalents. Any tax withholding obligation of the Employer with
respect to the distribution of shares of Company Stock pursuant to the Performance Units that are
earned by the Participant under this Grant shall be satisfied by having shares of Company Stock
withheld up to an amount that does not exceed the minimum applicable withholding tax rate for federal
(including FICA), state, local and other tax liabilities.

16. Effect on Other Benefits. The value of shares of Company Stock and dividend equivalents
distributed with respect to the Performance Units shall not be considered eligible earnings for purposes
of any other plans maintained by the Company or the Employer. Neither shall such value be
considered part of the Participant's compensation for purposes of determining or calculating other
benefits that are based on compensation, such as life insurance.
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17. Applicable Law. The validity, construction, interpretation and effect of this Grant shall be
governed by and construed in accordance with the laws of the State of Delaware, without giving effect
to the conflicts of laws provisions thereof.

18. Notice. Any notice to the Company provided for in this instrument shall be addressed to the
Company in care of the General Counsel at the Company's corporate headquarters, and any notice to
the Participant shall be addressed to such Participant at the current address shown on the payroll
records of the Employer, or to such other address as the Participant may designate to the Employer in
writing. Any notice shall be delivered by hand, sent by telecopy or enclosed in a properly sealed
envelope addressed as stated above, registered and deposited, postage prepaid, in a post office
regularly maintained by the United States Postal Service.

19. Section 409A of the Code.

(a) As applicable, this Grant is intended to comply with the requirements of section 409A of the
Code and shall be interpreted and administered to avoid any penalty sanctions under section 409A of
the Code. If any distribution cannot be provided or made at the time specified herein or as elected by
the Participant, then such distribution shall be provided in full at the earliest time thereafter when such
sanctions cannot be imposed. Unless a valid election is made pursuant to Paragraph 6 above, in no
event may the Participant designate the calendar year of distribution.

(b) Notwithstanding any provision to the contrary in this Grant, if any of the distributions under
this Grant constitute deferred compensation subject to the requirements of section 409A of the Code
and such amounts are payable to the Participant upon "separation from service" (within the meaning of
section 409A(a)(2)(a)(i) of the Code and its corresponding regulations) from the Employer, then if at
the time of the Participant's separation from service the Participant is a "specified employee" (as such
term is defined in section 409A(2)(B)(i) of the Code and its corresponding regulations) as determined
by the Company (or any successor thereto) in its sole discretion in accordance with i s specified
employee determination policy, then all distributions to the Participant pursuant to this Grant shall be
postponed for a period of six (6) months following the Participant' s separation from service from the
Employer. The postponed amounts shall be distributed to the Participant in a lump sum within thirty
(30) days after the date that is six (6) months following the Participant's separation from service from
the Employer, and any amounts distributable to the Participant after the expiration of such six
(6) month period under this Grant shall continue to be distributed to the Participant in accordance with
the terms of this Grant. If the Participant dies during such six-month period and prior to the
distribution of the postponed amounts hereunder, the amounts delayed on account of section 409A of
the Code shall be distributed to the personal representative of the Participant's estate within sixty
(60) days after the date of the Participant's death, and any amounts not delayed shallbe distributed to
the personal representative of the Participant's estate in accordance with the terms of this Grant.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to execute this
Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS
COMPANY, INC.

By:

Its:
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EX-10.4 5 dex104.htm 2007 OMNIBUS EQUITY COMPENSATION PLAN
NONQUALIFIED STOCK OPTION GRANT--ML 1-ML3B

Exhibit 10.4

FORM FOR 2009 LTIP- FOR MLI - ML3B
"OPTION GRANT"

AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

NONOUALIFIED STOCK OPTION GRANT

This STOCK OPTION GRANT, dated as of February ,2009 (the "Date of Grant"), is
delivered by American Water Works Company, Inc. (the "Company") to (the "Participant").

RECITALS

WHEREAS, the Committee (as defined in the American Water Works Company, Inc. 2007
Omnibus Equity Compensation Plan) has adopted a 2009 long-term incentive program ("2009 LTIP")
pursuant to which designated employees will be granted equity awards (the "Equity Award") for
shares of Common Stock of the Company, par value $0.01 per share, (the "Company Stock");

WHEREAS, the Equity Award is comprised of two separate grants, a nonqualified stock option
and a performance stock unit grant;

WHEREAS, the Committee has determined that the Participant is eligible to participate in the
2009 LTIP and to grant the Participant an Equity Award under the 2009 LTIP; and

WHEREAS, the Committee has determined that the nonqualified stock option portion of the
Equity Award granted to the Participant pursuant to the 2009 LTIP shall be issued under the American
Water Works Company, Inc. 2007 Omnibus Equity Compensation Plan (the "Plan") and the terms and
conditions of such nonqualified stock option shall be memorialized in this grant (the "Grant").

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby, agree as
follows:

1. Grant of Option. Subject to the terms and conditions set forth in this Grant and in the Plan, the
Company hereby grants to the Participant a nonqualified stock option (the " ") to purchase

shares of Company Stock, at an exercise price of $ per share of Company Stock.

2. Exercisability of Option.

(a) Except as provided in subparagraphs (b) or (c) below, the Option shall become exercisable on
the following dates, if the Participant continues to be employed by, or providing service to, the
Employer (as defined in the Plan) from the Date of Grant through the applicable date:

Shares for
Which the
Option is

Date Exercisable

January 1, 2010 1/3

January 1,2011 1/3

January 1, 2012 1/3
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The exercisability of the Option is cumulative, but shall not exceed 100% of the shares of Company
Stock subject to the Option. If the foregoing schedule would produce fractional shares of Company
Stock, the number of shares of Company Stock for which the Option becomes exercisable shall be
rounded down to the nearest whole share of Company Stock. The Option shall become fully
exercisable on January 1, 2012, if the Participant is employed by, or providing service to, the
Employer on such date.

(b) If at any time prior to the date the Participant' s Option becomes exercisable as described in
subparagraph (a) above, the Participant's employment or service with the Employer is terminated on
account of death or Total Disability (as defined below), the Option shall become fully exercisable on
the date of the Participant's termination of employment or service with the Employer on account of
death or Total Disability. For purposes of this Grant, the term "Total Disability" shall mean that the
Participant has been determined to be totally disabled by the Social Security Administration.

(c) If a Change of Control (as defined in the Plan) occurs while the Participant is employed by or
providing service to the Employer, then the Option shall become fully exercisable as of the date of the
Change of Control.

3. Term of Option.

(a) The Option shall have a term from the Date of Grant through December 31, 2015, and shall
terminate at the expiration of that period, unless it is terminated at an earlier date pursuant to the
provisions of this Grant or the Plan.

(b) The Option shall automatically terminate upon the happening of the first of the following
events:

(i) If the Participant's employment or service with the Employer terminates on account of
death or Total Disability, the expiration of the one year period following the date of the
Participant's termination of employment or service on account of death or Total Disability.

(ii) If the Participant's employment or service with the Employer terminates on account of
Normal Retirement (as defined below), the expiration of the one year period following the date of
the Participant's termination on employment or service on account of Normal Retirement. For
purposes of this Grant, the term "Normal Retirement" shall mean, at the time of the Participant's
termination of employment or service with the Employer, that the Participant has attained both
(A) at least age 55, and (B) total years of employment and service with the Employer equals or
exceeds 10.
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(iii) If the Participant's employment or service with the Employer terminates for any reason
other than on account of Cause (as defined below), Normal Retirement, death or Total Disability,
the expiration of the ninety (90) day period following the date of the Participant's termination of
employment or service for any reason other than on account of termination for Cause, death, Total
Disability or Normal Retirement.

(iv) The date on which the Participant ceases to be employed by, or provide service to, the
Employer for Cause. In addition, notwithstanding the prior provisions of this Paragraph 3, if the
Participant engages in conduct that constitutes Cause after the Participant's employment or service
terminates, the Option shall immediately terminate. For purposes of this Grant, the term "Cause"
shall mean a finding by the Committee that the Participant (A) has breached his or her
employment or service contract with the Employer, if any; (B) has engaged in disloyalty to the
Employer, including, without limitation, fraud, embezzlement, theft, commission of a felony or
proven dishonesty; (C) has disclosed trade secrets or confidential information of the Employer to
persons not entitled to receive such information; (D) has breached any written noncompetition or
nonsolicitation agreement between the Participant and the Employer; or (E) has engaged in such
other behavior detrimental to the interests of the Employer as the Committee determines.

Notwithstanding the foregoing, in no event may the Option be exercised after December 31, 2015. Any
portion of the Option that is not exercisable at the time the Participant ceases to be employed by, or
provide service to, the Employer shall immediately terminate.

4. Exercise Procedures.

(a) Subject to the provisions of Paragraphs 2 and 3 above, the Participant may exercise part or all
of the exercisable portion of the Option by giving the Company written notice of intent to exercise in
the manner provided in this Grant, specifying the number of shares of Company Stock as to which the
Option is to be exercised and the method of payment. Payment of the exercise price shall be made in
accordance with procedures established by the Committee from time to time based on the type of
payment being made but, in any event, prior to issuance of the shares of Company Stock. The
Participant shall pay the exercise price (i) in cash; (ii) with the approval of the Committee, by
delivering shares of Company Stock, which shall be valued at their fair market value on the date of
delivery, or by attestation (on a form prescribed by the Committee) to ownership of shares of Company
Stock having a fair market value on the date of exercise equal to the exercise price; (iii) by payment
through a broker in accordance with procedures permitted by Regulation T of the Federal Reserve
Board; or (iv) by such other method as the Committee may approve, to the extent permitted by
applicable law. The Committee may impose from time to time such limitations as it deems appropriate
on the use of shares of Company Stock to exercise the Option.

(b) The obligation of the Company to deliver shares of Company Stock upon exercise of the
Option shall be subject to all applicable laws, rules, and regulations and such approvals by
governmental agencies as may be deemed appropriate by the Committee, including such actions as
Company counsel shall deem necessary or appropriate to comply with relevant securities laws and
regulations. The Company may require that the Participant (or other person exercising the
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Option after the Participant's death) represent that the Participant is purchasing the shares of Company
Stock for the Participant's own account and not with a view to or for sale in connection with any
distribution of the shares of Company Stock, or such other representation as the Committee deems
appropriate.

(c) All obligations of the Company under this Grant shall be subject to the rights of the Company
as set forth in the Plan to withhold amounts required to be withheld for any taxes, if applicable.

5. Change of Control. Except as set forth in Paragraph 2(c) of this Grant, the provisions of the Plan
applicable to a Change of Control shall apply to the Option, and, in the event of a Change of Control,
the Committee may take such actions as it deems appropriate pursuant to the Plan.

6. Restrictions on Exercise. Except as the Committee may otherwise permit pursuant to the Plan, only
the Participant may exercise the Option during the Participant's lifetime and, after the Participant's
death, the Option shall be exercisable (subject to the limitations specified in the Plan) solely by the
legal representatives of the Participant, or by the person who acquires the right to exercise the Option
by will or by the laws of descent and distribution, to the extent that the Option is exercisable pursuant
to this Agreement.

7. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of which is
incorporated herein by reference, and in all respects shall be interpreted in accordance with the Plan.
The Grant and exercise of the Option are subject to interpretations, regulations and determinations
concerning the Plan established from time to time by the Committee in accordance with the provisions
of the Plan, including, but not limited to, provisions pertaining to (i) rights and obligations with respect
to withholding taxes, (ii) the registration, qualification or listing of the shares of Company Stock,
(iii) changes in capitalization of the Company, and (iv) other requirements of applicable law. The
Committee shall have the authority to interpret and construe the Option pursuant to the terms of the
Plan, and its decisions shall be conclusive as to any questions arising hereunder. By accepting this
Grant, the Participant agrees to be bound by the terms of the Plan and the Grant and that all decisions
and determinations of the Committee with respect to the Grant shall be final and binding on the
Participant and the Participant's beneficiaries.

8. Restrictions on Sale or Transfer of Shares.

(a) The Participant agrees that he or she shall not sell, transfer, pledge, donate, assign, mortgage,
hypothecate or otherwise encumber the shares of Company Stock underlying the Option unless the
shares of Company Stock are registered under the Securities Act of 1933, as amended (the "Securities
Act") or the Company is given an opinion of counsel reasonably acceptable to the Company that such
registration is not required under the Securities Act.

(b) As a condition to receive any shares of Company Stock upon the exercise of the Option, the
Participant agrees:

(i) to be bound by the Company's policies regarding the limitations on the transfer of such
shares, and understands that there may be certain times during the year that the Participant will be
prohibited from selling, transferring, pledging, donating, assigning, mortgaging, hypothecating or
otherwise encumbering the shares; and
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(ii) that 50% of the shares of Company Stock obtained by the Participant upon the exercise of
the Option shall not be tradeable until the Participant terminates employment or service with the
Employer.

9. No Employment or Other Rights. This Grant shall not confer upon the Participant any right to be
retained by or in the employ or service of the Employer and shall not interfere in any way with the
right of the Employer to terminate the Participant's employment or service at any time. The right of the
Employer to terminate at will the Participant's employment or service at any time for any reason is
specifically reserved.

10. No Stockholder Rights. Neither the Participant, nor any person entitled to exercise the Participant's
rights in the event of the Participant's death, shall have any of the rights and privileges of a stockholder
with respect to the shares of Company Stock subject to the Option, until certificates for shares of
Company Stock have been issued upon the exercise of the Option.

11. Assignment and Transfers. Except as the Committee may otherwise permit pursuant to the Plan,
the rights and interests of the Participant under this Grant may not be sold, assigned, encumbered or
otherwise transferred except, in the event of the death of the Participant, by will or by the laws of
descent and distribution. In the event of any attempt by the Participant to alienate, assign, pledge,
hypothecate, or otherwise dispose of the Option or any right hereunder, except as provided for in this
Grant, or in the event of the levy or any attachment, execution or similar process upon the rights or
interests hereby conferred, the Company may terminate the Option by notice to the Participant, and the
Option and all rights hereunder shall thereupon become null and void. The rights and protections of the
Company hereunder shall extend to any successors or assigns of the Company and to the Company's
parents, subsidiaries, and affiliates. This Agreement may be assigned by the Company without the
Participant's consent.

12. Effect on Other Benefits. The value of shares of Company Stock received upon exercise of the
Option shall not be considered eligible earnings for purposes of any other plans maintained by the
Company or the Employer. Neither shall such value be considered part of the Participant's
compensation for purposes of determining or calculating other benefits that are based on
compensation, such as life insurance.

13. Applicable Law. The validity, construction, interpretation and effect of this instrument shall be
governed by and construed in accordance with the laws of the State of Delaware, without giving effect
to the conflicts of laws provisions thereof.

14. Notice. Any notice to the Company provided for in this instrument shall be addressed to the
Company in care of the General Counsel at the Company's corporate headquarters, and any notice to
the Participant shall be addressed to such Participant at the current address shown on the payroll
records of the Employer, or to such other address as the Participant may designate to the Employer in
writing. Any notice shall be delivered by hand, sent by telecopy or enclosed in a properly sealed
envelope addressed as stated above, registered and deposited, postage prepaid, in a post office
regularly maintained by the United States Postal Service.
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to execute this
Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS
COMPANY, INC.

By:

Its:
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Exhibit 10.31

AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

NONQUALIFIED STOCK OPTION GRANT

This STOCK OPTION GRANT, dated as of
American Water Works Company, Inc. (the "Company") to

(the "Date of Grant"), is delivered by
(the "Participant").

RECITALS

WHEREAS, in connection with the initial public offering of the shares of common stock of the
Company, par value $0.01 per share, (the "Company Stock"), the Committee (as defined in the
American Water Works Company, Inc. 2007 Omnibus Equity Compensation Plan) has determined that,
in accordance with the terms of the Participant's letter, dated August 27, 2007, the Participant's
contingent cash award will be converted to an equity award (the "Equity Award") for shares of
Company Stock;

WHEREAS, the Equity Award is comprised of two separate grants, a nonqualified stock option and
a restricted stock unit grant; and

WHEREAS, the Committee has determined that the nonqualified stock option portion of the Equity
Award granted to the Participant shall be issued under the American Water Works Company, Inc. 2007
Omnibus Equity Compensation Plan (the "Plan") and the terms and conditions of such nonqualified
stock option shall be memorialized in this Grant.

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby, agree as
follows:

1. Grant of Option. Subject to the terms and conditions set forth in this Grant and in the Plan, the
Company hereby grants to the Participant a nonqualified stock option (the "O t3j _") to purchase

shares of Company Stock, which is equivalent to 175% of the Participant's target award, at
an exercise price of $__ per share of Company Stock.

2. Exercisability of Option.

(a) Except as provided in subparagraphs (b), (c), (d) or (e) below, in order for the Option to become
exercisable the Participant must continue to be employed by, or providing service to, the Employer (as
defined in the Plan) from the Date of Grant through January 1, 2010; provided that the number of shares
of Company Stock subject to the Option that shall become exercisable on January 1, 2010 (the "Service
Date") shall be determined based on the satisfaction of the performance goals set forth in Exhibit A
attached hereto (the "Performance Goals"). The Committee shall certify the level of achievement of the
Performance Goals, which certification shall occur as soon as administratively practicable after
January 1, 2009, but not later than ninety (90) days following January 1, 2009, (the "Certification
Date"). Any portion of the Option that does not become exercisable because of the failure to fully satisfy
the Performance Goals shall
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be forfeited as of the Certification Date and the Participant shall not have any rights to exercise the
portion of the Option attributable to the forfeited shares of Company Stock on the Service Date.

(b) If at any time prior to the Service Date the Participant's employment or service with the
Employer is terminated on account of death or Total Disability (as defined below), the Option shall
become exercisable as a result of the Participant's termination for death or Total Disability; provided,
however, that the number of shares of Company Stock subject to the Option that shall become
exercisable shall be determined based on the satisfaction of the Performance Goals and the Option shall
not become exercisable until the later of (i) the Committee has certified the level of achievement of the
Performance Goals, which certification shall occur on the Certification Date, or (ii) the date on which
the Participant's employment or service with the Employer has terminated on account of death or Total
Disability. Any portion of the Option that does not become exercisable because of the failure to fully
satisfy the Performance Goals shall be forfeited as of the Certification Date and the Participant or the
Participant's beneficiary, as applicable, shall not have any rights to exercise the portion of the Option
attributable to the forfeited shares of Company Stock. For purposes of this Grant, the term "Total
Disability" shall mean that the Participant has been determined to be totally disabled by the Social
Security Administration.

(c) If at any time prior to the Service Date the Participant's employment or service with the
Employer is terminated on account of Normal Retirement (as defined below), the Option shall become
exercisable as a result of the termination of the Participant's employment or service on account of
Normal Retirement; provided, however, that the number of shares of Company Stock subject to the
Option that shall become exercisable shall be determined based on the satisfaction of the Performance
Goals and such number of shares of Company Stock that shall be exercisable shall be pro rated, with
such pro ration determined by taking the number of shares that become exercisable based on the
satisfaction of the Performance Goals, multiplied by a fraction, the numerator of which is the number of
whole months that the Participant was employed by, or providing service to, the Employer from
January 1, 2007 to the date on which the Participant's employment or service with the Employer
terminated on account of Normal Retirement (with the month in which the Participant terminating
counting as a full month) and the denominator of which is thirty-six (36). The Option shall not become
exercisable until the later of (i) the Committee has certified the level of achievement of the Performance
Goals, which certification shall occur on the Certification Date, or (ii) the date on which the
Participant's employment or service with the Employer has terminated on account of Normal
Retirement. Any portion of the Option that does not become exercisable because of the failure to fully
satisfy the Performance Goals, along with the pro rata portion of the shares of Company Stock that do
not become exercisable as described above, shall be forfeited as of the Certification Date and the
Participant shall not have any rights to exercise the portion of the Option attributable to the forfeited
shares of Company Stock. For purposes of this Grant, the term "Normal Retirement" shall mean, at the
time of the Participant's termination of employment or service with the Employer, that the Participant
has attained age 62 and been employed or provided service with the Employer for at least five (5) years.

(d) If at any time prior to the Service Date the Participant's employment or service with the
Employer terminates for any reason other than death, Total Disability or Normal

A-2
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Retirement, all of the shares of Company Stock subject to the Option shall be immediately forfeited and
the Participant shall not have any rights to exercise such shares.

(e) If at any time prior to the Service Date, but while the Participant is employed by or providing
service to the Employer, a Change of Control (as defined in the Plan) occurs, then the Option shall
become exercisable as of the date of the Change of Control (the "Change of Control Date"); provided,
however, that the number of shares of Company Stock subject to the Option that shall become
exercisable as of the Change of Control Date shall be determined based on the satisfaction of the
Performance Goals as of the (i) date of the Change of Control if the Change of Control occurs prior to
the Certification Date, with such criteria adjusted using actual performance through the most recent
reporting period prior to the Change of Control as compared to the forecast, or (ii) the Certification
Date, if the Certification Date occurs prior to the date of the Change of Control. The Option shall not
become exercisable until the Committee has certified the level of achievement of the Performance
Goals, which certification shall occur on the Certification Date or the Change of Control Date, if earlier.
Any portion of the Option that does not become exercisable because of the failure to fully satisfy the
Performance Goals shall be forfeited as of the Certification Date or the Change of Control Date, if
earlier, and the Participant shall not have any rights to exercise the portion of the Option attributable to
the forfeited shares of Company Stock.

3. Term of Option.

(a) The Option shall have a term from the Date of Grant through December 31, 2013 and shall
terminate at the expiration of that period, unless it is terminated at an earlier date pursuant to the
provisions of this Grant or the Plan.

(b) The Option shall automatically terminate upon the happening of the first of the following events:

(i) If the Participant's employment or service with the Employer terminates on account of death
or Total Disability, the expiration of the later of (A) the one year period following the date of the
Participant's death or Total Disability or (B) the one year period following the earlier of the
Certification Date or the Change of Control Date.

(ii) If the Participant's employment or service with the Employer terminates on account of
Normal Retirement, the expiration of the later of (A) the one year period following the date of the
Participant's termination on account of Normal Retirement or (B) the one year period following the
earlier of the Certification Date or the Change of Control Date.

(iii) if the Participant's employment or service with the Employer terminates for any reason
other than on account of Cause (as defined below), death, Total Disability or Normal Retirement,
the expiration of the later of (A) the ninety (90) day period following the date of the Participant's
termination of employment or service or (B) the ninety (90) day period following the earlier of the
Certification Date or the Change of Control Date.
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(iv) The date on which the Participant ceases to be employed by, or provide service to, the
Employer for Cause. In addition, notwithstanding the prior provisions of this Paragraph 3, if the
Participant engages in conduct that constitutes Cause after the Participant's employment or service
terminates, the Option shall immediately terminate. For purposes of this Grant, the term "Cause"
shall mean a finding by the Committee that the Participant (A) has breached his or her employment
or service contract with the Employer, if any; (B) has engaged in disloyalty to the Employer,
including, without limitation, fraud, embezzlement, theft, commission of a felony or proven
dishonesty; (C) has disclosed trade secrets or confidential information of the Employer to persons
not entitled to receive such information; (D) has breached any written noncompetition or
nonsolicitation agreement between the Participant and the Employer; or (E) has engaged in such
other behavior detrimental to the interests of the Employer as the Committee determines.

Notwithstanding the foregoing, in no event may the Option be exercised after December 31, 2013.
Except as provided in Paragraph 2, any portion of the Option that is not exercisable at the time the
Participant ceases to be employed by, or provide service to, the Employer shall immediately terminate.

4. Exercise Procedures.

(a) Subject to the provisions of Paragraphs 2 and 3 above, the Participant may exercise part or allof
the exercisable portion of the Option by giving the Company written notice of intent to exercise in the
manner provided in this Grant, specifying the number of shares of Company Stock as to which the
Option is to be exercised and the method of payment. Payment of the exercise price shall be made in
accordance with procedures established by the Committee from time to time based on the type of
payment being made but, in any event, prior to issuance of the shares of Company Stock. The
Participant shall pay the exercise price (i) in cash; (ii) with the approval of the Committee, by delivering
shares of Company Stock, which shall be valued at their fair market value on the date of delivery, or by
attestation (on a form prescribed by the Committee) to ownership of shares of Company Stock having a
fair market value on the date of exercise equal to the exercise price; (iii) by payment through a broker in
accordance with procedures permitted by Regulation T of the Federal Reserve Board; or (iv) by such
other method as the Committee may approve, to the extent permitted by applicable law. The Committee
may impose from time to time such limitations as it deems appropriate on the use of shares of Company
Stock to exercise the Option.

(b) The obligation of the Company to deliver shares of Company Stock upon exercise of the Option
shall be subject to all applicable laws, rules, and regulations and such approvals by governmental
agencies as may be deemed appropriate by the Committee, including such actions as Company counsel
shall deem necessary or appropriate to comply with relevant securities laws and regulations. The
Company may require that the Participant (or other person exercising the Option after the Participant's
death) represent that the Participant is purchasing Shares for the Participant's own account and not with
a view to or for sale in connection with any distribution of the Shares, or such other representation as the
Committee deems appropriate.
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(c) All obligations of the Company under this Grant shall be subject to the rights of the Company as
set forth in the Plan to withhold amounts required to be withheld for any taxes, if applicable.

5. Change of Control. Except as set forth in Paragraph 2(e) of this Grant, the provisions of the Plan
applicable to a Change of Control shall apply to the Option, and, in the event of a Change of Control, the
Committee may take such actions as it deems appropriate pursuant to the Plan.

6. Restrictions on Exercise. Except as the Committee may otherwise permit pursuant to the Plan, only
the Participant may exercise the Option during the Participant's lifetime and, after the Participant's
death, the Option shall be exercisable (subject to the limitations specified in the Plan) solely by the legal
representatives of the Participant, or by the person who acquires the right to exercise the Option by will
or by the laws of descent and distribution, to the extent that the Option is exercisable pursuant to this
Agreement.

7. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of which is
incorporated herein by reference, and in all respects shall be interpreted in accordance with the Plan. The
Grant and exercise of the Option are subject to interpretations, regulations and determinations
concerning the Plan established from time to time by the Committee in accordance with the provisions
of the Plan, including, but not limited to, provisions pertaining to (i) rights and obligations with respect
to withholding taxes, (ii) the registration, qualification or listing of the shares of Company Stock,
(iii) changes in capitalization of the Company, and (iv) other requirements of applicable law. The
Committee shall have the authority to interpret and construe the Option pursuant to the terms of the
Plan, and its decisions shall be conclusive as to any questions arising hereunder. By accepting this
Grant, the Participant agrees to be bound by the terms of the Plan and the Grant and that all decisions
and determinations of the Committee with respect to the Grant shall be final and binding on the
Participant and the Participant's beneficiaries.

8. Restrictions on Sale or Transfer of Shares.

(a) The Participant agrees that he or she shall not sell, transfer, pledge, donate, assign, mortgage,
hypothecate or otherwise encumber the shares of Company Stock underlying the Option unless the
shares of Company Stock are registered under the Securities Act of 1933, as amended (the "Securities
Act") or the Company is given an opinion of counsel reasonably acceptable to the Company that such
registration is not required under the Securities Act.

(b) As a condition to receive any shares of Company Stock upon the exercise of the Option, the
Participant agrees:

(i) to be bound by the Company's policies regarding the limitations on the transfer of such
shares, and understands that there may be certain times during the year that the Participant will be
prohibited from selling, transferring, pledging, donating, assigning, mortgaging, hypothecating or
otherwise encumbering the shares; and

(ii) that 50% of the shares of Company Stock obtained by the Participant upon the exercise of
the Option shall not be tradable until the Participant owns enough shares,
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measured using the average price per share of all shares of Company Stock the Participant owns
outright, stock or stock units held in deferred compensation plans, including tax-qualified retirement
plans, and time-based restricted stock, to meet or exceed [300% of the Participant's salary, if the
Participant is a Management Level 1 employee] or [200% of the Participant's salary, if the
Participant is a Management Level 2 employee] or [100% of the Participant's salary, if the
Participant is a Management Level 3 employee].

9. No Employment or Other Rights. This Grant shall not confer upon the Participant any right to be
retained by or in the employ or service of the Employer and shall not interfere in any way with the right
of the Employer to terminate the Participant's employment or service at any time. The right of the
Employer to terminate at will the Participant's employment or service at any time for any reason is
specifically reserved.

10. No Stockholder Rights. Neither the Participant, nor any person entitled to exercise the Participant's
rights in the event of the Participant's death, shall have any of the rights and privileges of a stockholder
with respect to the shares of Company Stock subject to the Option, until certificates for shares of
Company Stock have been issued upon the exercise of the Option.

11. Assignment and Transfers. Except as the Committee may otherwise permit pursuant to the Plan, the
rights and interests of the Participant under this Grant may not be sold, assigned, encumbered or
otherwise transferred except, in the event of the death of the Participant, by will or by the laws of
descent and distribution. In the event of any attempt by the Participant to alienate, assign, pledge,
hypothecate, or otherwise dispose of the Option or any right hereunder, except as provided for in this
Grant, or in the event of the levy or any attachment, execution or similar process upon the rights or
interests hereby conferred, the Company may terminate the Option by notice to the Participant, and the
Option and all rights hereunder shall thereupon become null and void. The rights and protections of the
Company hereunder shall extend to any successors or assigns of the Company and to the Company's
parents, subsidiaries, and affiliates. This Agreement may be assigned by the Company without the
Participant's consent.

12. Effect on Other Benefits. The value of shares of Company Stock received upon exercise of the
Option shall not be considered eligible earnings for purposes of any other plans maintained by the
Company or the Employer. Neither shall such value be considered part of the Participant's
compensation for purposes of determining or calculating other benefits that are based on compensation,
such as life insurance.

13. Applicable Law. The validity, construction, interpretation and effect of this instrument shall be
governed by and construed in accordance with the laws of the State of Delaware, without giving effect
to the conflicts of laws provisions thereof.

14. Notice. Any notice to the Company provided for in this instrument shall be addressed to the
Company in care of the General Counsel at the Company's corporate headquarters, and any notice to the
Participant shall be addressed to such Participant at the current address shown on the payroll records of
the Employer, or to such other address as the Participant may designate to the Employer in writing. Any
notice shall be delivered by hand, sent by telecopy or enclosed in
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a properly sealed envelope addressed as stated above, registered and deposited, postage prepaid, in a
post office regularly maintained by the United States Postal Service.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to execute this
Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS COMPANY, INC.

By:

Its:
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EX-10.26 2 dex1026.htm 2007 OMNIBUS FIRST RESTRICTED STOCK UNIT FORM
- ML1-ML3 EMPLOYEES

Exhibit 10.26
FORM FOR ML1 - ML3

"FIRST GRANT"

AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN
RESTRICTED STOCK UNIT GRANT

This RESTRICTED STOCK UNIT GRANT, dated as of
delivered by American Water Works Company, Inc. (the "Company") to
"Participant").

(the "Date of Grant"), is
(the

RECITALS

WHEREAS, in connection with the initial public offering of the shares of common stock of the
Company, par value $0.01 per share, (the "Company Stock"), the Committee (as defned in the
American Water Works Company, Inc. 2007 Omnibus Equity Compensation Plan) has determined that,
in accordance with the terms of the Participant's letter, dated August 27, 2007, the Participant's
contingent cash award will be converted to an equity award (the "Equity Award") for shares of
Company Stock;

WHEREAS, the Equity Award is comprised of two separate grants, a nonqualified stock option and
a restricted stock unit grant; and

WHEREAS, the Committee has determined that the restricted stock unit portion of the Equity
Award granted to the Participant shall be issued under the American Water Works Company, Inc. 2007
Omnibus Equity Compensation Plan (the "Plan") and the terms and conditions of such restricted stock
unit shall be memorialized in this Grant.

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby, agree as
follows:

1. Grant of Restricted Stock Units. Subject to the terms and conditions set forth in this Grant and the
Plan, the Company hereby grants to the Participant units (the "Restricted Stock Units"),
which is equivalent to 175% of the Participant's target award. Each unit (a "Unit") shall be a phantom
right and shall be equivalent to one share of Company Stock on the applicable Redemption Date (as
defined below).

2. Restricted Stock Unit Account. The Company shall establish and maintain a Restricted Stock Unit
account as a bookkeeping account on its records (the "Restricted Stock Unit Account") for the
Participant and shall record in such Restricted Stock Unit Account the number of Restricted Stock Units
granted to the Participant. The Participant shall not have any interest in any fund or specific assets of the
Company by reason of this grant or the Restricted Stock Unit Account established for the Participant.

3. Vesting.

(a) Except as provided in subparagraphs (b), (c), (d) or (e) below, in order to become vested in the
Restricted Stock Units the Participant must continue to be employed by, or
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providing service to, the Employer (as defined in the Plan) from the Date of Grant through January 1,
2010; provided, however, that the number of Units that shall become vested on January 1, 2010 (the
"Service Date") shall be determined based on the satisfaction of the performance goals set forth in
Exhibit A attached hereto (the "Performance Goals"). The Committee shall certify the level of
achievement of the Performance Goals, which certification shall occur as soon as administratively
practicable after January 1, 2009, but not later than ninety (90) days following January 1, 2009, (the
"Certification Date"). Any portion of the Restricted Stock Unit that does not become vested because of
the failure to fully satisfy the Performance Goals shall be forfeited as of the Certification Date and the
Participant shall not have any rights with respect to the vesting or the redemption of the portion of the
Restricted Stock Unit that has become forfeited.

(b) If at any time prior to the Service Date the Participant's employment or service with the
Employer is terminated on account of death or Total Disability (as defined below), the Participant or the
Participant's beneficiary, as applicable, shall become vested in the Restricted Stock Units as a result of
the Participant's termination for death or Total Disability; provided, however, that the number of Units
that shall become vested shall be determined based on the satisfaction of the Performance Goals. No
vesting of the Units shall occur until the Committee has certified the level of achievement of the
Performance Goals, which certification shall occur on the Certification Date. Any portion of the
Restricted Stock Unit that does not become vested because of the failure to fully satisfy the Performance
Goals shall be forfeited as of the Certification Date and the Participant or the Participant's beneficiary,
as applicable, shall not have any rights with respect to the vesting or the redemption of the portion of the
Restricted Stock Unit that has become forfeited. For purposes of this Grant, the term "Total Disability"
shall mean that the Participant has been determined to be totally disabled by the Social Security
Administration.

(c) If at any time prior to the Service Date the Participant's employment or service with the
Employer is terminated on account of Normal Retirement (as defined below), the Participant shall
become vested in the Restricted Stock Units as a result of the Participant's termination for Normal
Retirement; provided, however, that the number of Units that shall become vested shall be determined
based on the satisfaction of the Performance Goals and such number of Units that shall become vested
shall be pro rated, with such pro ration determined by taking the total number of Units subject to the
Restricted Stock Unit that become vested based on the satisfaction of the Performance Goals, multiplied
by a fraction, the numerator of which is the number of whole months that the Participant was employed
by, or providing service to, the Employer from January 1, 2007 to the date on which the Participant's
employment or service with the Employer terminated on account of Normal Retirement (with the month
in which the Participant terminating counting as a full month) and the denominator of which is thirty-six
(36). No vesting of the Units shall occur until the Committee has certified the level of achievement of
the Performance Goals, which certification shall occur on the Certification Date. Any portion of the
Restricted Stock Unit that does not become vested because of the failure to fully satisfy the Performance
Goals, along with the pro rata portion of the Units that do not become vested as described above, shall
be forfeited as of the Certification Date and the Participant shall not have any rights with respect to the
vesting or the redemption of the portion of the Restricted Stock Unit that has become forfeited. For
purposes of this Grant, the term "Normal Retirement" shall mean, at the time of the Participant's
termination of employment or service with the Employer,
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that the Participant has attained age 62 and been employed or provided service with the Employer for at
least five (5) years.

(d) If at any time prior to the Service Date the Participant's employment or service with the
Employer terminates for any reason other than death, Total Disability or Normal Retirement, all of the
Units subject to the Restricted Stock Unit shall be immediately forfeited and the Participant shall not.
have any rights with respect to the vesting or the redemption of any portion of the Restricted Stock Unit.

(e) If at any time prior to the Service Date, but while the Participant is employed by or providing
service to the Employer, a Change of Control (as defined below) occurs, then the Restricted Stock Unit
shall become vested as of the date of the Change of Control (the "Change of Control Date"); provided,
however, that the number of Units that shall become vested as of the Change of Control Date shall be
determined based on the satisfaction of the Performance Goals as of the (i) date of the Change of
Control, if the Change of Control occurs prior to the Certification Date, with such criteria adjusted using
actual performance through the most recent reporting period prior to the Change of Control as compared
to the forecast, or (ii) Certification Date, if the Certification Date occurs prior to the date of the Change
of Control. No vesting of the Units Shall occur until the Committee has certified the level of
achievement of the Performance Goals, which certification shall occur on the Certification Date or the
Change of Control Date, if earlier. Any portion of the Restricted Stock Unit that does not become vested
because of the failure to fully satisfy the Performance Goals, as adjusted pursuant to this subparagraph,
shall be forfeited as of the Certification Date or Change of Control Date, if earlier, and the Participant
shall not have any rights with respect to the vesting or the redemption of the portion of the Restricted
Stock Unit that has become forfeited. For purposes of this Agreement, the term "Change of Control"
shall mean as such term is defined in the Plan, except that a Change of Control shall not be deemed to
have occurred for purposes of this Agreement unless the event constituting the Change of Control
constitutes a change in the ownership or effective control of the Company, or in the ownership of a
substantial portion of the assets of the Company, within the meaning of section 409A of the Internal
Revenue Code of 1986, as amended (the "Code") and its corresponding regulations.

4. Redemption. Unless an election is made pursuant to Paragraph 5 below, the Restricted Stock
Units that become vested pursuant to Paragraph 3 above shall be redeemed by the Company on: (i) the
Service Date, or as soon as administratively practicable thereafter, but not later than thirty (30) days
following the Service Date, if the Participant continues to be employed by, or provide service to the
Employer, from the Date of Grant to the Service Date; (ii) the Certification Date, or as soon as
administratively practicable thereafter, but not later than thirty (30) days following the Certification
Date, if the Participant terminates employment or service with the Employer for death, Total Disability
or Normal Retirement on or prior to the Certification Date, (iii) the date on which the Participant
terminates employment or service with the Employer on account of death, Total Disability or Normal
Retirement, or as soon as administratively practicable thereafter, but not later than thirty (30) days
following such termination of employment or service with the Employer, if the Participant terminates
employment or service with the Employer for death, Total Disability or Normal Retirement after the
Certification Date, but prior to the Service Date; or (iv) the Change of Control Date, if earlier than the
Service Date (collectively, the "Redemption Date"). On the Redemption Date (or, if
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applicable, the Deferred Date, as defined in Paragraph 5 below), all Restricted Stock Units that have
become vested pursuant to Paragraph 3 will be redeemed and converted to an equivalent number of
shares of Company Stock, and the Participant shall receive a single sum distribution of such shares of
Company Stock, which shall be issued under the Plan. Notwithstanding the foregoing, if the Change of
Control does not constitute a permitted change in control event under section 409A of the Code, then the
Redemption Date for the Restricted Stock Units shall not be on the occurrence of the Change of Control,
but instead shall be the date described in clauses (i), (ii) or (iii) above, as applicable, as if no Change of
Control occurred, or, if elected, the Deferred Date (as defined below). All redemptions pursuant to this
Paragraph 4 shall be deemed as a separate payment for purposes of section 409A of the Code.

5. Deferrals.

(a) No later than December 31, 2008, the Participant may make an irrevocable election to defer the
Redemption Date of any portion of, or all of, the Restricted Stock Units that vest, to a date that occurs
after the Redemption Date by completing the deferral election form provided to the Participant by the
Committee, in the form attached hereto as Exhibit B or as subsequently modified to comply with the
requirements of section 409A of the Code; provided, however, that if the Redemption Date occurs at any
time during the 2008 calendar year, the Participant's deferral election pursuant to this Paragraph 5(a)
shall not become effective. Any such election shall be made in accordance with section 409A of the
Code and any corresponding guidance and regulations issued under section 409A of the Code.

(b) After December 31, 2008, the Participant may make an irrevocable election to defer the
Redemption Date (or further defer the Deferred Date (as defined below), if applicable) of any of the
Restricted Stock Units that vest to a later date, provided that (i) the election shall not take effect until at
least twelve (12) months after the date on which the election is made, (ii) the new Redemption Date
cannot be earlier than five (5) years from the original Redemption Date under Paragraph 4 above (or five
(5) years from the previously applicable Deferred Date, if a subsequent deferral of a Deferred Date is
being made), and (iii) the election must be made no less than twelve (12) months prior to the date of the
Redemption Date (twelve (12) months prior to the previously applicable Deferred Date, if a subsequent
deferral of a Deferred Date is being made). To defer the Redemption Date, the Participant must
complete the deferral election form provided to the Participant by the Committee, in the form attached
hereto as Exhibit B or as subsequently modified to comply with the requirements of section 409A of the
Code. Any such election shall be made in accordance with section 409A of the Code and any
corresponding guidance and regulations issued under section 409A of the Code.

(c) If a Redemption Date is delayed one or more times pursuant to this Paragraph 5, the new
Redemption Date shall be referred to as the "Deferred Date." All redemptions pursuant to this Paragraph
5 shall be deemed as a separate payment for purposes of section 409A of the Code.

6. Dividend Equivalents. Until the Redemption Date (or the Deferred Date, if elected), if any dividends
are declared with respect to the shares of Company Stock, the Company shall credit to a dividend
equivalent account (the "Dividend Equivalent Account") the value of the dividends that would have
been distributed if the Restricted Stock Units credited to the
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Participant's Restricted Stock Unit Account at the time of the declaration of the dividend were shares of
Company Stock. On the Redemption Date (or the Deferred Date, if applicable), the Company shall pay
to the Participant a lump sum cash payment equal to the value of the dividends created to the
Participant's Dividend Equivalent Account; provided, however, that any dividends that were credited to
the Participant's Dividend Equivalent Account that are attributable to Units that have been forfeited as
provided in Paragraph 3 above shall be forfeited and not payable to the Participant. No interest shall
accrue on any dividend equivalents credited to the Participant's Dividend Equivalent Account. Each
cash payment pursuant to this Paragraph 6 shall be deemed as a separate payment for purposes of
section 409A of the Code.

7. Change of Control. Except as set forth in Paragraph 3(e) of this Grant, the provisions set forth in the
Plan applicable to a Change of Control shall apply to the Restricted Stock Units, and, in the event of a
Change of Control, the Committee may take such actions as it deems appropriate pursuant to the Plan
and is consistent with the requirements of section 409A of the Code.

8. Acknowledgment by Participant. By accepting this Grant, the Participant acknowledges that with
respect to any right to redemption or distribution pursuant to this Grant, the Participant is and shall be an
unsecured general creditor of the Company without any preference as against other unsecured general
creditors of the Company, and the Participant hereby covenants for himself or herself, and anyone at any
time claiming through or under the Participant not to claim any such preference, and hereby disclaims
and waives any such preference which may at any time be at issue, to the fullest extent permitted by
applicable law. The Participant also hereby agrees to be bound by the terms and conditions of the Plan
and this Grant. The Participant further agrees to be bound by the determinations and decisions of the
Committee with respect to this Grant and the Plan and the Participant's rights to benefits under this
Grant and the Plan, and agrees that all such determinations and decisions of the Committee shall be
binding on the Participant, his or her beneficiaries and any other person having or claiming an interest
under this Grant and the Plan on behalf of the Participant.

9. Restrictions on Issuance or Transfer of Shares of Company Stock.

(a) The obligation of the Company to deliver shares of Company Stock upon the redemption of the
Restricted Stock Units shall be subject to the condition that if at any time the Committee shall determine
in its discretion that the listing, registration or qualification of the shares of Company Stock upon any
securities exchange or under any state or federal law, or the consent or approval of any governmental
regulatory body is necessary or desirable as a condition of, or in connection with, the issuance of shares
of Company Stock, the shares of Company Stock may not be issued in whole or in part unless such
listing, registration, qualification, consent or approval shall have been effected or obtained free of any
conditions not acceptable to the Committee. The issuance of shares of Company Stock and the payment
of cash to the Participant pursuant to this Grant is subject to any applicable taxes and other laws or
regulations of the United States or of any state having jurisdiction thereof.

(b) As a condition to receive any shares of Company Stock on the Redemption Date (or the Deferred
Date, if applicable), the Participant agrees:
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(i) to be bound by the Company's policies regarding the limitations on the transfer of such
shares, and understands that there may be certain times during the year that the Participant will be
prohibited from selling, transferring, pledging, donating, assigning, mortgaging, hypothecating or
otherwise encumbering the shares; and

(ii) that 50% of the shares of Company Stock obtained by the Participant upon the redemption
of the Restricted Stock Units shall not be tradable until the Participant owns enough shares,
measured using the average price per share of all shares of Company Stock the Participant owns
outright, stock or stock units held in deferred compensation plans, including tax-qualified retirement
plans, and time-based restricted stock, to meet or exceed [300% of the Participant's salary, if the
Participant is a Management Level 1 employee] or [200% of the Participant's salary, if the
Participant is a Management Level 2 employee] or [100% of the Participant's salary, if the
Participant is a Management Level 3 employee].

10. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of which are
incorporated herein by reference, and in all respects shall be interpreted in accordance with the Plan. In
the event of any contradiction, distinction or difference between this Grant and the terms of the Plan, the
terms of the Plan will control. Except as otherwise defined in this Grant, capitalized terms used in this
Grant shall have the meanings set forth in the Plan. This Grant is subject to the interpretations,
regulations and determinations concerning the Plan established from time to time by the Committee in
accordance with the provisions of the Plan, including, but not limited to, provisions pertaining to
(i) rights and obligations with respect to withholding taxes, (ii) the registration, qualification or listing of
the shares of Company Stock, (iii) changes in capitalization of the Company, and (iv) other requirements
of applicable law. The Committee shall have the authority to interpret and construe this grant pursuant to
the terms of the Plan, its decisions shall be conclusive as to any questions arising hereunder and the
Participant's acceptance of this grant is the Participant's agreement to be bound by the interpretations
and decisions of the Committee with respect to this Grant and the Plan.

11. No Rights as Stockholder. The Participant shall not have any rights as a stockholder of the
Company, including the right to any cash dividends (except as provided in Paragraph 6), or the right to
vote, with respect to any Restricted Stock Units.

12. No Rights to Continued Employment or Service. This Grant shall not confer upon the Participant
any right to be retained in the employment or service of the Employer and shall not interfere in any way
with the right of the Employer to terminate the Participant's employment or service at any time. The
right of the Employer to terminate at will the Participant's employment or service at any time for any
reason is specifically reserved.

13. Assignment and Transfers. No Restricted Stock Units or dividend equivalents awarded to the
Participant under this Grant may be transferred, assigned, pledged, or encumbered by the Participant and
a Restricted Stock Unit shall be redeemed and a dividend equivalent distributed during the lifetime of
the Participant only for the benefit of the Participant. Any attempt to transfer, assign, pledge, or
encumber the Restricted Stock Unit or dividend equivalent by the Participant shall be null, void and
without effect. The rights and protections of the Company
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hereunder shall extend to any successors or assigns of the Company. This Grant may be assigned by the
Company without the Participant's consent.

14. Withholding. The Participant shall be required to pay to the Employer, or make other arrangements
satisfactory to the Employer to provide for the payment of, any federal, state, local or other taxes that the
Employer is required to withhold with respect to the grant, vesting and redemption/distribution of the
Restricted Stock Units and dividend equivalents. Any tax withholding obligation of the Employer with
respect to the redemption of the Restricted Stock Units shall be satisfied by having shares of Company
Stock withheld up to an amount that does not exceed the minimum applicable withholding tax rate for
federal (including FICA), state, local and other tax liabilities.

15. Effect on Other Benefits. The value of shares of Company Stock and dividend equivalents
distributed with respect to the Restricted Stock Units shall not be considered eligible earnings for
purposes of any other plans maintained by the Company or the Employer. Neither shall such value be
considered part of the Participant's compensation for purposes of determining or calculating other
benefits that are based on compensation, such as life insurance.

16. Applicable Law. The validity, construction, interpretation and effect of this Grant shall be governed
by and construed in accordance with the laws of the State of Delaware, without giving effect to the
conflicts of laws provisions thereof.

17. Notice. Any notice to the Company provided for in this instrument shall be addressed to the
Company in care of the General Counsel at the Company's corporate headquarters, and any notice to the
Participant shall be addressed to such Participant at the current address shown on the payroll records of
the Employer, or to such other address as the Participant may designate to the Employer in writing. Any
notice shall be delivered by hand, sent by telecopy or enclosed in a properly sealed envelope addressed
as stated above, registered and deposited, postage prepaid, in a post office regularly maintained by the
United States Postal Service.

18. Section 409A of the Code.

(a) As applicable, this Grant is intended to comply with the requirements of section 409A of the
Code and shall be interpreted to avoid any penalty sanctions under section 409A of the Code. If any
redemption or distribution cannot be provided or made at the time specified herein or as elected by the
Participant, then such redemption or distribution shall be provided in full at the earliest time thereafter
when such sanctions cannot be imposed. Notwithstanding anything herein to the contrary, the
Committee may, without the Participant's consent, amend this Grant or any election by a Participant to
comply with the requirements of section 409A of the Code to the extent the Committee determines, in
the sole discretion, that such amendments are necessary.

(b) Notwithstanding any provision to the contrary in this Agreement, if any of the payments under
this Agreement are deemed as deferred compensation subject to the requirements of section 409A of the
Code and such amounts are payable to the Participant upon "separation from service" (within the
meaning of section 409A(a)(2)(a)(i) of the Code and its corresponding regulations) from the Employer,
then if at the time of the Participant's separation
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from service the Participant is a "specified employee" (as such term is defined in section 409A(2)(B)(i)
of the Code and its corresponding regulations) as determined by the Company (or any successor thereto)
in its sole discretion in accordance with its specified employee determination policy, then all payments
to the Participant pursuant to this Agreement shall be postponed for a period of six months following the
Participant's separation from service from the Employer. The postponed amounts shall be paid to the
Participant in a lump sum within thirty (30) days after the date that is six (6) months following the
Participant's separation from service from the Employer, and any amounts payable to the Participant
after the expiration of such six (6) month period under this Agreement shall continue to be paid to the
Participant in accordance with the terms of this Agreement. If the Participant dies during such six-month
period and prior to the payment of the postponed amounts hereunder, the amounts delayed on account of
section 409A of the Code shall be paid to the personal representative of the Participant's estate within
sixty (60) days after the Company receives notice of the Participant's death, and any amounts not
delayed shall be paid to the personal representative of the Participant's estate in accordance with the
terms of this Agreement.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the Company has caused its dul authorized officer to execute this
Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS COMPANY, INC.

By:

Its:
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EX-10.29 5 dex1029.htm 2007 OMNIBUS SECOND RESTRICTED STOCK UNIT
FORM - ML1-ML3 EMPLOYEES

Exhibit 10.29

AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

RESTRICTED STOCK UNIT GRANT

This RESTRICTED STOCK UNIT GRANT, dated as of (the "Date of
Grant"), is delivered by American Water Works Company, Inc. (the "Company") to
(the "Participant").

RECITALS

WHEREAS, the Committee (as defined in the American Water Works Company, Inc. 2007
Omnibus Equity Compensation Plan) has determined to grant the Participant an equity award (the
"Equi _ty Award") for shares of Common Stock of the Company, par value $0.01 per share, (the
"Company Stock");

WHEREAS, the Equity Award is comprised of two separate grants, a nonqualified stock option and
a restricted stock unit grant; and

WHEREAS, the Committee has determined that the restricted stock unit portion of the Equity
Award granted to the Participant shall be issued under the American Water Works Company, Inc. 2007
Omnibus Equity Compensation Plan (the "Plan") and the terms and conditions of such restricted stock
unit shall be memorialized in this Grant.

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby, agree as
follows:

1. Grant of Restricted Stock Units. Subject to the terms and conditions set forth in this Grant and the
Plan, the Company hereby grants to the Participant units (the "Restricted Stock Units"), which
is equivalent to 175% of the Participant's target award. Each unit (a "Unit") shall be a phantom right and
shall be equivalent to one share of Company Stock on the applicable Redemption Date (as defined
below).

2. Restricted Stock Unit Account. The Company shall establish and maintain a Restricted Stock Unit
account as a bookkeeping account on its records (the "Restricted Stock Unit Account") for the
Participant and shall record in such Restricted Stock Unit Account the number of Restricted Stock Units
granted to the Participant. The Participant shall not have any interest in any fund or specific assets of the
Company by reason of this grant or the Restricted Stock Unit Account established for the Participant.

3. Vesting.

(a) Except as provided in subparagraphs (b), (c), (d) or (e) below, in order to become vested in the
Restricted Stock Units the Participant must continue to be employed by, or providing service to, the
Employer (as defined in the Plan) from the Date of Grant through January 1, 2011; provided, however,
that the number of Units that shall become vested on
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January 1,2011 (the "Service Date") shall be determined based on the satisfaction of the performance
goals set forth in Exhibit A attached hereto (the "Performance Goals"). The Committee shall certify the
level of achievement of the Performance Goals, which certification shall occur as soon as
administratively practicable after January 1,2010, but not later than ninety (90) days following
January 1, 2010, (the "Certification Date"). Any portion of the Restricted Stock Unit that does not
become vested because of the failure to fully satisfy the Performance Goals shall be forfeited as of the
Certification Date and the Participant shall not have any rights with respect to the vesting or the
redemption of the portion of the Restricted Stock Unit that has become forfeited.

(b) If at any time prior to the Service Date the Participant's employment or service with the
Employer is terminated on account of death or Total Disability (as defined below), the Participant or the
Participant's beneficiary, as applicable, shall become vested in the Restricted Stock Units as a result of
the Participant's termination for death or Total Disability; provided, however, that the number of Units
that shall become vested shall be determined based on the satisfaction of the Performance Goals. No
vesting of the Units shall occur until the Committee has certified the level of achievement of the
Performance Goals, which certification shall occur on the Certification Date. Any portion of the
Restricted Stock Unit that does not become vested because of the failure to fully satisfy the Performance
Goals shall be forfeited as of the Certification Date and the Participant or the Participant's beneficiary,
as applicable, shall not have any rights with respect to the vesting or the redemption of the portion of the
Restricted Stock Unit that has become forfeited. For purposes of this Grant, the term "Total Disability"
shall mean that the Participant has been determined to be totally disabled by the Social Security
Administration.

(c) If at any time prior to the Service Date the Participant's employment or service with the
Employer is terminated on account of Normal Retirement (as defined below), the Participant shall
become vested in the Restricted Stock Units as a result of the Participant's termination for Normal
Retirement; provided, howeverl that the number of Units that shall become vested shall be determined
based on the satisfaction of the Performance Goals and such number of Units that shall become vested
shall be pro rated, with such pro ration determined by taldng the total number of Units subject to the
Restricted Stock Unit that become vested based on the satisfaction of the Performance Goals, multiplied
by a fraction, the numerator of which is the number of whole months that the Participant was employed
by, or providing service to, the Employer from January 1, 2008 to the date on which the Participant's
employment or service with the Employer terminated on account of Normal Retirement (with the month
in which the Participant terminating counting as a full month) and the denominator of which is thirty-six
(36). No vesting of the Units shall occur until the Committee has certified the level of achievement of
the Performance Goals, which certification shall occur on the Certification Date. Any portion of the
Restricted Stock Unit that does not become vested because of the failure to fully satisfy the Performance
Goals, along with the pro rata portion of the Units that do not become vested as described above, shall
be forfeited as of the Certification Date and the Participant shall not have any rights with respect to the
vesting or the redemption of the portion of the Restricted Stock Unit that has become forfeited. For
purposes of this Grant, the term "Normal Retirement" shall mean, at the time of the Participant's
termination of employment or service with the Employer, that the Participant has attained age 62 and
been employed or provided service with the Employer for at least five (5) years.
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(d) If at any time prior to the Service Date the Participant's employment or service with the
Employer terminates for any reason other than death, Total Disability or Normal Retirement, all of the
Units subject to the Restricted Stock Unit shall be immediately forfeited and the Participant shall not
have any rights with respect to the vesting or the redemption of any portion of the Restricted Stock Unit.

(e) If at any time prior to the Service Date, but while the Participant is employed by or providing
service to the Employer, a Change of Control (as defined below) occurs, then the Restricted Stock Unit
shall become vested as of the date of the Change of Control (the "Change of Control Date"); provided,
however, that the number of Units that shall become vested as of the Change of Control Date shall be
determined based on the satisfaction of the Performance Goals as of the (i) date of the Change of
Control, if the Change of Control occurs prior to the Certification Date, with such criteria adjusted using
actual performance through the most recent reporting period prior to the Change of Control as compared
to the forecast, or (ii) Certification Date, if the Certification Date occurs prior to the date of the Change
of Control. No vesting of the Units shall occur until the Committee has certified the level of
achievement of the Performance Goals, which certification shall occur on the Certification Date or the
Change of Control Date, if earlier. Any portion of the Restricted Stock Unit that does not become vested
because of the failure to fully satisfy the Performance Goals, as adjusted pursuant to this subparagraph,
shall be forfeited as of the Certification Date or the Change of Control Date, if earlier, and the
Participant shall not have any rights with respect to the vesting or the redemption of the portion of the
Restricted Stock Unit that has become forfeited. For purposes of this Agreement, the term "Change of
Control" shall mean as such term is defined in the Plan, except that a Change of Control shall not be
deemed to have occurred for purposes of this Agreement unless the event constituting the Change of
Control constitutes a change in the ownership or effective control of the Company, or in the ownership
of a substantial portion of the assets of the Company, within the meaning of section 409A of the Internal
Revenue Code of 1986, as amended (the "Code") and its corresponding regulations.

4. Redemption. Unless an election is made pursuant to Paragraph 5 below, the Restricted Stock Units
that become vested pursuant to Paragraph 3 above shall be redeemed by the Company on: (i) the Service
Date, or as soon as administratively practicable thereafter, but not later than thirty (30) days following
the Service Date, if the Participant continues to be employed by, or provide service to the Employer,
from the Date of Grant to the Service Date; (ii) the Certification Date, or as soon as administratively
practicable thereafter, but not later than thirty (30) days following the Certification Date, if the
Participant terminates employment or service with the Employer for death, Total Disability or Normal
Retirement on or prior to the Certification Date, (iii) the date on which the Participant terminates
employment or service with the Employer on account of death, Total Disability or Normal Retirement,
or as soon as administratively practicable thereafter, but not later than thirty (30) days following such
termination of employment or service with the Employer, if the Participant terminates employment or
service with the Employer for death, Total Disability or Normal Retirement after the Certification Date,
but prior to the Service Date; or (iv) the Change of Control Date, if earlier than the Service Date
(collectively, the "Redemption Date"). On the Redemption Date (or, if applicable, the Deferred Date, as
defined in Paragraph 5 below), all Restricted Stock Units that have become vested pursuant to Paragraph
3 will be redeemed and converted to an equivalent number of shares of Company Stock, and the
Participant shall receive a single sum distribution
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of such shares of Company Stock, which shall be issued under the Plan. Notwithstanding the foregoing,
if the Change of Control does not constitute a permitted change in control event under section 409A of
the Code, then the Redemption Date for the Restricted Stock Units shall not be on the occurrence of the
Change of Control, but instead shall be the date described in clauses (i), (ii) or (iii) above, as applicable,
as if no Change of Control occurred, or, if elected, the Deferred Date (as defined below). All
redemptions pursuant to this Paragraph 4 shall be deemed as a separate payment for purposes of section
409A of the Code.

5. Deferrals.

(a) No later than December 31, 2008, the Participant may make an irrevocable election to defer the
Redemption Date of any portion of, or all of, the Restricted Stock Units that vest, to a date that occurs
after the Redemption Date by completing the deferral election form provided to the Participant by the
Committee, in the form attached hereto as Exhibit B or as subsequently modified to comply with the
requirements of section 409A of the Code; provided, however, that if the Redemption Date occurs at any
time during the 2008 calendar year, the Participant's deferral election pursuant to this Paragraph 5(a)
shall not become effective. Any such election shall be made in accordance with section 409A of the
Code and any corresponding guidance and regulations issued under section 409A of the Code.

(b) After December 31, 2008, the Participant may make an irrevocable election to defer the
Redemption Date (or further defer the Deferred Date (as defined below), if applicable) of any of the
Restricted Stock Units that vest to a later date, provided that (i) the election shall not take effect until at
least twelve (12) months after the date on which the election is made, (ii) the new Redemption Date
cannot be earlier than five (5) years from the original Redemption Date under Paragraph 4 above (or five
(5) years from the previously applicable Deferred Date, if a subsequent deferral of a Deferred Date is
being made), and (iii) the election must be made no less than twelve (12) months prior to the date of the
Redemption Date (twelve (12) months prior to the previously applicable Deferred Date, if a subsequent
deferral of a Deferred Date is being made). To defer the Redemption Date, the Participant must
complete the deferral election form provided to the Participant by the Committee, in the form attached
hereto as Exhibit B or as subsequently modified to comply with the requirements of section 409A of the
Code. Any such election shall be made i accordance with section 409A of the Code and any
corresponding guidance and regulations issued under section 409A of the Code.

(c) Ifa Redemption Date is delayed one or more times pursuant to this Paragraph 5, the new
Redemption Date shall be referred to as the "Deferred Date." All redemptions pursuant to this Paragraph
5 shall be deemed as a separate payment for purposes of section 409A of the Code.

6. Dividend Equivalents. Until the Redemption Date (or the Deferred Date, if elected), if any dividends
are declared with respect to the shares of Company Stock, the Company shall credit to a dividend
equivalent account (the "Dividend Equivalent Account") the value of the dividends that would have
been distributed if the Restricted Stock Units credited to the Participant's Restricted Stock Unit Account
at the time of the declaration of the dividend were shares of Company Stock. On the Redemption Date
(or the Deferred Date, if applicable), the Company shall pay to the Participant a lump sum cash payment
equal to the value of the
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dividends created to the Participant's Dividend Equivalent Account; provided, however, that any
dividends that were credited to the Participant's Dividend Equivalent Account that are attributable to
Units that have been forfeited as provided in Paragraph 3 above shall be forfeited and not payable to the
Participant. No interest shall accrue on any dividend equivalents credited to the Participant's Dividend
Equivalent Account. Each cash payment pursuant to this Paragraph 6 shall be deemed as a separate
payment for purposes of section 409A of the Code.

7. Change of Control. Except as set forth in Paragraph 3(e) of this Grant, the provisions set forth in the
Plan applicable to a Change of Control shall apply to the Restricted Stock Units, and, in the event of a
Change of Control, the Committee may take such actions as it deems appropriate pursuant to the Plan
and is consistent with the requirements of section 409A of the Code.

8. Acknowledgment by Participant. By accepting this Grant, the Participant acknowledges that with
respect to any right to redemption or distribution pursuant to this Grant, the Participant is and shall be an
unsecured general creditor of the Company without any preference as against other unsecured general
creditors of the Company, and the Participant hereby covenants for himself or herself, and anyone at any
time claiming through or under the Participant not to claim any such preference, and hereby disclaims
and waives any such preference which may at any time be at issue, to the fullest extent permitted by
applicable law. The Participant also hereby agrees to be bound by the terms and conditions of the Plan
and this Grant. The Participant further agrees to be bound by the determinations and decisions of the
Committee with respect to this Grant and the Plan and the Participant's rights to benefits under this
Grant and the Plan, and agrees that all such determinations and decisions of the Committee shall be
binding on the Participant, his or her beneficiaries and any other person having or claiming an interest
under this Grant and the Plan on behalf of the Participant.

9. Restrictions on Issuance or Transfer of Shares of Company Stock.

(a) The obligation of the Company to deliver shares of Company Stock upon the redemption of the
Restricted Stock Units shall be subject to the condition that if at any time the Committee shall determine
in its discretion that the listing, registration or qualification of the shares of Company Stock upon any
securities exchange or under any state or federal law, or the consent or approval of any governmental
regulatory body is necessary or desirable as a condition of, or in connection with, the issuance of shares
of Company Stock, the shares of Company Stock may not be issued in whole or in part unless such
listing, registration, qualification, consent or approval shall have been effected or obtained free of any
conditions not acceptable to the Committee. The issuance of shares of Company Stock and the payment
of cash to the Participant pursuant to this Grant is subject to any applicable taxes and other laws or
regulations of the United States or of any state having jurisdiction thereof.

(b) As a condition to receive any shares of Company Stock on the Redemption Date (or the Deferred
Date, if applicable), the Participant agrees:

(i) to be bound by the Company' s policies regarding the limitations on the transfer of such
shares, and understands that there may be certain times during the year
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that the Participant will be prohibited from selling, transferring, pledging, donating, assigning,
mortgaging, hypothecating or otherwise encumbering the shares; and

(ii) that 50% of the shares of Company Stock obtained by the Participant upon the redemption
of the Restricted Stock Units shall not be tradable until the Participant owns enough shares,
measured using the average price per share of all shares of Company Stock the Participant owns
outright, stock or stock units held in deferred compensation plans, including tax-qualified retirement
plans, and time-based restricted stock, to meet or exceed [300% of the Participant's salary, if the
Participant is a Management Level 1 employee] or [200% of the Participant's salary, if the
Participant is a Management Level 2 employee] or [100% of the Participant's salary, if the
Participant is a Management Level 3 employee].

10. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of which are
incorporated herein by reference, and in all respects shall be interpreted in accordance with the Plan. In
the event of any contradiction, distinction or difference between this Grant and the terms of the Plan, the
terms of the Plan will control. Except as otherwise defined in this Grant, capitalized terms used in this
Grant shall have the meanings set forth in the Plan. This Grant is subject to the interpretations,
regulations and determinations concerning the Plan established from time to time by the Committee in
accordance with the provisions of the Plan, including, but not limited to, provisions pertaining to
(i) rights and obligations with respect to withholding taxes, (ii) the registration, qualification or listing of
the shares of Company Stock, (iii) changes in capitalization of the Company, and (iv) other requirements
of applicable law. The Committee shall have the authority to interpret and construe this grant pursuant to
the terms of the Plan, its decisions shall be conclusive as to any questions arising hereunder and the
Participant's acceptance of this grant is the Participant's agreement to be bound by the interpretations
and decisions of the Committee with respect to this Grant and the Plan.

11. No Rights as Stockholder. The Participant shall not have any rights as a stockholder of the
Company, including the right to any cash dividends (except as provided in Paragraph 6), or the right to
vote, with respect to any Restricted Stock Units.

12. No Rights to Continued Employment or Service. This Grant shall not confer upon the Participant
any right to be retained in the employment or service of the Employer and shall not interfere in any way
with the right of the Employer to terminate the Participant's employment or service at any time. The
right of the Employer to terminate at will the Participant's employment or service at any time for any
reason is specifically reserved.

13. Assignment and Transfers. No Restricted Stock Units or dividend equivalents awarded to the
Participant under this Grant may be transferred, assigned, pledged, or encumbered by the Participant and
a Restricted Stock Unit shall be redeemed and a dividend equivalent distributed during the lifetime of
the Participant only for the benefit of the Participant. Any attempt to transfer, assign, pledge, or
encumber the Restricted Stock Unit or dividend equivalent by the Participant shall be null, void and
without effect. The rights and protections of the Company hereunder shall extend to any successors or
assigns of the Company. This Grant may be assigned by the Company without the Participant's consent.
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14. Withholding. The Participant shall be required to pay to the Employer, or make other arrangements
satisfactory to the Employer to provide for the payment of, any federal, state, local or other taxes that the
Employer is required to withhold with respect to the grant, vesting and redemption/distribution of the
Restricted Stock Units and dividend equivalents. Any tax withholding obligation of the Employer with
respect to the redemption of the Restricted Stock Units shall be satisfied by having shares of Company
Stock withheld up to an amount that does not exceed the minimum applicable withholding tax rate for
federal (including FICA), state, local and other tax liabilities.

15. Effect on Other Benefits. The value of shares of Company Stock and dividend equivalents
distributed with respect to the Restricted Stock Units shall not be considered eligible earnings for
purposes of any other plans maintained by the Company or the Employer. Neither shall such value be
considered part of the Participant's compensation for purposes of determining or calculating other
benefits that are based on compensation, such as life insurance.

16. Applicable Law. The validity, construction, interpretation and effect of this Grant shall be governed
by and construed in accordance with the laws of the State of Delaware, without giving effect to the
conflicts of laws provisions thereof.

17. Notice. Any notice to the Company provided for in this instrument shall be addressed to the
Company in care of the General Counsel at the Company's corporate headquarters, and any notice to the
Participant shall be addressed to such Participant at the current address shown on the payroll records of
the Employer, or to such other address as the Participant may designate to the Employer in writing. Any
notice shall be delivered by hand, sent by telecopy or enclosed in a properly sealed envelope addressed
as stated above, registered and deposited, postage prepaid, in a post office regularly maintained by the
United States Postal Service.

18. Section 409A of the Code.

(a) As applicable, this Grant is intended to comply with the requirements of section 409A of the
Code and shall be interpreted to avoid any penalty sanctions under section 409A of the Code. If any
redemption or distribution cannot be provided or made at the time specified herein or as elected by the
Participant, then such redemption or distribution shall be provided in full at the earliest time thereafter
when such sanctions cannot be imposed. Notwithstanding anything herein to the contrary, the
Committee may, without the Participant's consent, amend this Grant or any election by a Participant to
comply with the requirements of section 409A of the Code to the extent the Committee determines, in
the sole discretion, that such amendments are necessary.

(b) Notwithstanding any provision to the contrary in this Agreement, if any of the payments under
this Agreement are deemed as deferred compensation subject to the requirements of section 409A of the
Code and such amounts are payable to the Participant upon "separation from service" (within the
meaning of section 409A(a)(2)(a)(i) of the Code and its corresponding regulations) from the Employer,
then if at the time of the Participant's separation from service the Participant is a "specified
employee" (as such term is defined in section 409A(2)(B)(i) of the Code and its corresponding
regulations) as determined by the Company (or any successor thereto) in its sole discretion in
accordance with its specified employee

B-7

http://www.sec.gov/Archives/edgar/data/1410635/000119312508103720/dex 1029.htm 5/7/2008

KAW_R_AGDR2#24_052410
Page 62 of 227



2007 Omnibus Second Restricted Stock Unit Form -ML1-ML3 Employees Page 8 of 9

determination policy, then all payments to the Participant pursuant to this Agreement shall be postponed
for a period of six months following the Participant's separation from service from the Employer. The
postponed amounts shall be paid to the Participant in a lump sum within thirty (30) days after the date
that is six (6) months following the Participant's separation from service from the Employer, and any
amounts payable to the Participant after the expiration of such six (6) month period under this
Agreement shall continue to be paid to the Participant in accordance with the terms of this Agreement. If
the Participant dies during such six-month period and prior to the payment of the postponed amounts
hereunder, the amounts delayed on account of section 409A of the Code shall be paid to the personal
representative of the Participant's estate within sixty (60) days after the Company receives notice of the
Participant's death, and any amounts not delayed shall be paid to the personal representative of the
Participant's estate in accordance with the terms of this Agreement.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to execute this
Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS COMPANY, INC.

By:

Its:
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AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

NONQUALIFIED STOCK OPTION GRANT

This STOCK OPTION GRANT, dated as of
American Water Works Company, Inc. (the "Company") to

(the "Date of Grant"), is delivered by
(the "Participant").

RECITALS

WHEREAS, in connection with the initial public offering of the shares of common stock of the
Company, par value $0.01 per share, (the "Company Stock"), the Committee (as defined in the
American Water Works Company, Inc. 2007 Omnibus Equity Compensation Plan) has determined that,
in accordance with the terms of the Participant's letter, dated August 27, 2007, the Participant's
contingent cash award will be converted to an equity award (the "Equity Award") for shares of
Company Stock;

WHEREAS, the Equity Award is comprised of two separate grants, a nonqualified stock option and
a restricted stock unit grant; and

WHEREAS, the Committee has determined that the nonqualified stock option portion of the Equity
Award granted to the Participant shall be issued under the American Water Works Company, Inc. 2007
Omnibus Equity Compensation Plan (the "Plan") and the terms and conditions of such nonqualified
stock option shall be memorialized in this Grant.

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby, agree as
follows:

1. Grant of Option. Subject to the terms and conditions set forth in this Grant and in the Plan, the
Company hereby grants to the Participant a nonqualified stock option (the "O 3j _") to purchase

shares of Company Stock at an exercise price of $___ per share of Company Stock.

2. Exercisability of Option.

(a) Except as provided in subparagraphs (b), (c), (d) or (e) below, the Option shall become fully
exercisable on January 1, 2010 (the "Exercisability Date"), provided the Participant is continually
employed by, or providing service to, the Employer (as defined in the Plan) from the Date of Grant
through the Exercisability Date.

(b) If at any time prior to the Exercisability Date the Participant's employment or service with the
Employer is terminated on account of death or Total Disability (as defined below), the Option shall
become fully exercisable as of the date of the Participant's termination of employment or service on
account of death or Total Disability. For purposes of this Grant, the
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term "Total Disability" shall mean that the Participant has been determined to be totally disabled by the
Social Security Administration.

(c) If at any time prior to the Exercisability Date the Participant's employment or service with the
Employer is terminated on account of Normal Retirement (as defined below), the Option shall become
exercisable as of the date of the Participant's termination of employment or service on account of
Normal Retirement; provided, however, that the number of shares of Company Stock subject to the
Option that shall become exercisable as of such date shall be pro rated, with such pro ration determined
by taking the number of shares subject to the Option multiplied by a fraction, the numerator of which is
the number of whole months that the Participant was employed by, or providing service to, the
Employer from January 1, 2007 to the date on which the Participant's employment or service terminated
on account of Normal Retirement (with the month in which the Participant terminating counting as a full
month) and the denominator of which is thirty-six (36). Any shares of Company Stock subject to the
Option that do not become exercisable as described above shall be forfeited and the Participant shall not
have any rights to exercise the portion of the Option attributable to the forfeited shares of Company
Stock. For purposes of this Grant, the term "Normal Retirement" shall mean, at the time of the
Participant's termination of employment or service with the Employer, that the Participant has attained
age 62 and been employed or provided service with the Employer for at least five (5) years.

(d) If at any time prior to the Exercisability Date the Participant's employment or service with the
Employer terminates for any reason other than death, Total Disability or Normal Retirement, all of the
shares of Company Stock subject to the Option shall be immediately forfeited and the Participant shall
not have any rights to exercise such shares.

(e) If at any time prior to the Exercisability Date, but while the Participant is employed by or
providing service to the Employer, a Change of Control (as defined in the Plan) occurs, then the Option
shall become exercisable as of the date of the Change of Control.

3. Term of Option.

(a) The Option shall have a term from the Date of Grant through December 31, 2013 and shall
terminate at the expiration of that period, unless it is terminated at an earlier date pursuant to the
provisions of this Grant or the Plan.

(b) The Option shall automatically terminate upon the happening of the first of the following events:

(i) If the Participant's employment or service with the Employer terminates on account of death
or Total Disability, the expiration of the one year period following the date of the Participant's death
or Total Disability.

(ii) If the Participant's employment or service with the Employer terminates on account of
Normal Retirement, the expiration of the one year period following the date of the Participant's
termination on account of Normal Retirement.

http://www.sec.gov/Archives/edgar/data/141063 5/O00119312508103720/dex1032.htm 5/7/2008

KAW_R_AGDR2#24_052410
Page 66 of 227



2007 Omnibus First Nonqualifed Stock Option Form - ML4 Employees Page 3 of 6

(iii) If the Participant's employment or service with the Employer terminates for any reason
other than on account of Cause (as defined below), death, Total Disability or Normal Retirement,
the expiration of the ninety (90) day period following the date of the Participant's termination of
employment or service.

(iv) The date on which the Participant ceases to be employed by, or provide service to, the
Employer for Cause. In addition, notwithstanding the prior provisions of this Paragraph 3, if the
Participant engages in conduct that constitutes Cause after the Participant's employment or service
terminates, the Option shall immediately terminate. For purposes of this Grant, the term "Cause"
shall mean a finding by the Committee that the Participant (A) has breached his or her employment
or service contract with the Employer, if any; (B) has engaged in disloyalty to the Employer,
including, without limitation, fraud, embezzlement, theft, commission of a felony or proven
dishonesty; (C) has disclosed trade secrets or confidential information of the Employer to persons
not entitled to receive such information; (D) has breached any written noncompetition or
nonsolicitation agreement between the Participant and the Employer; or (E) has engaged in such
other behavior detrimental to the interests of the Employer as the Committee determines.

Notwithstanding the foregoing, in no event may the Option be exercised after December 31, 2013.
Except as provided in Paragraph 2, any portion of the Option that is not exercisable at the time the
Participant ceases to be employed by, or provide service to, the Employer shall immediately terminate.

4. Exercise Procedures.

(a) Subject to the provisions of Paragraphs 2 and 3 above, the Participant may exercise part or all of
the exercisable portion of the Option by giving the Company written notice of intent to exercise in the
manner provided in this Grant, specifying the number of shares of Company Stock as to which the
Option is to be exercised and the method of payment. Payment of the exercise price shall be made in
accordance with procedures established by the Committee from time to time based on the type of
payment being made but, in any event, prior to issuance of the shares of Company Stock. The
Participant shall pay the exercise price (i) in cash; (ii) with the approval of the Committee, by delivering
shares of Company Stock, which shall be valued at their fair market value on the date of delivery, or by
attestation (on a form prescribed by the Committee) to ownership of shares of Company Stock having a
fair market value on the date of exercise equal to the exercise price; (iii) by payment through a broker in
accordance with procedures permitted by Regulation T of the Federal Reserve Board; or (iv) by such
other method as the Committee may approve, to the extent permitted by applicable law. The Committee
may impose from time to time such limitations as it deems appropriate on the use of shares of Company
Stock to exercise the Option.

(b) The obligation of the Company to deliver shares of Company Stock upon exercise of the Option
shall be subject to all applicable laws, rules, and regulations and such approvals by governmental
agencies as may be deemed appropriate by the Committee, including such actions as Company counsel
shall deem necessary or appropriate to comply with relevant securities laws and regulations. The
Company may require that the Participant (or other person exercising the
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Option after the Participant's death) represent that the Participant is purchasing Shares for the
Participant's own account and not with a view to or for sale in connection with any distribution of the
Shares, or such other representation as the Committee deems appropriate.

(c) All obligations of the Company under this Grant shall be subject to the rights of the Company as
set forth in the Plan to withhold amounts required to be withheld for any taxes, if applicable.

5. Change of Control. Except as set forth in Paragraph 2(e) of this Grant, the provisions of the Plan
applicable to a Change of Control shall apply to the Option, and, in the event of a Change of Control, the
Committee may take such actions as it deems appropriate pursuant to the Plan.

6. Restrictions on Exercise. Except as the Committee may otherwise permit pursuant to the Plan, only
the Participant may exercise the Option during the Participant's lifetime and, after the Participant's
death, the Option shall be exercisable (subject to the limitations specified in the Plan) solely by the legal
representatives of the Participant, or by the person who acquires the right to exercise the Option by will
or by the laws of descent and distribution, to the extent that the Option is exercisable pursuant to this
Agreement.

7. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of which is
incorporated herein by reference, and in all respects shall be interpreted in accordance with the Plan. The
Grant and exercise of the Option are subject to interpretations, regulations and determinations
concerning the Plan established from time to time by the Committee in accordance with the provisions
of the Plan, including, but not limited to, provisions pertaining to (i) rights and obligations with respect
to withholding taxes, (ii) the registration, qualification or listing of the shares of Company Stock,
(iii) changes in capitalization of the Company, and (iv) other requirements of applicable law. The
Committee shall have the authority to interpret and construe the Option pursuant to the terms of the
Plan, and its decisions shall be conclusive as to any questions arising hereunder. By accepting this
Grant, the Participant agrees to be bound by the terms of the Plan and the Grant and that all decisions
and determinations of the Committee with respect to the Grant shall be final and binding on the
Participant and the Participant's beneficiaries.

8. Restrictions on Sale or Transfer of Shares.

(a) The Participant agrees that he or she shall not sell, transfer, pledge, donate, assign, mortgage,
hypothecate or otherwise encumber the shares of Company Stock underlying the Option unless the
shares of Company Stock are registered under the Securities Act of 1933, as amended (the "Securities
Act") or the Company is given an opinion of counsel reasonably acceptable to the Company that such
registration is not required under the Securities Act.

(b) As a condition to receive any shares of Company Stock upon the exercise of the Option, the
Participant agrees to be bound by the Company's policies regarding the limitations on the transfer of
such shares, and understands that there may be certain times during the year that the Participant will be
prohibited from selling, transferring, pledging, donating, assigning, mortgaging, hypothecating or
otherwise encumbering the shares.
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9. No Employment or Other Rights. This Grant shall not confer upon the Participant any right to be
retained by or in the employ or service of the Employer and shall not interfere in any way with the right
of the Employer to terminate the Participant's employment or service at any time. The right of the
Employer to terminate at will the Participant's employment or service at any time for any reason is
specifically reserved.

10. No Stockholder Rights. Neither the Participant, nor any person entitled to exercise the
Participant's rights in the event of the Participant's death, shall have any of the rights and privileges of a
stockholder with respect to the shares of Company Stock subject to the Option, until certificates for
shares of Company Stock have been issued upon the exercise of the Option.

11. Assignment and Transfers. Except as the Committee may otherwise permit pursuant to the Plan,
the rights and interests of the Participant under this Grant may not be sold, assigned, encumbered or
otherwise transferred except, in the event of the death of the Participant, by will or by the laws of
descent and distribution. In the event of any attempt by the Participant to alienate, assign, pledge,
hypothecate, or otherwise dispose of the Option or any right hereunder, except as provided for in this
Grant, or in the event of the levy or any attachment, execution or similar process upon the rights or
interests hereby conferred, the Company may terminate the Option by notice to the Participant, and the
Option and all rights hereunder shall thereupon become null and void. The rights and protections of the
Company hereunder shall extend to any successors or assigns of the Company and to the Company's
parents, subsidiaries, and affiliates. This Agreement may be assigned by the Company without the
Participant' s consent.

12. Effect on Other Benefits. The value of shares of Company Stock received upon exercise of the
Option shall not be considered eligible earnings for purposes of any other plans maintained by the
Company or the Employer. Neither shall such value be considered part of the Participant's
compensation for purposes of determining or calculating other benefits that are based on compensation,
such as life insurance.

13. Applicable Law. The validity, construction, interpretation and effect of this instrument shall be
governed by and construed in accordance with the laws of the State of Delaware, without giving effect
to the conflicts of laws provisions thereof.

14. Notice. Any notice to the Company provided for in this instrument shall be addressed to the
Company in care of the General Counsel at the Company's corporate headquarters, and any notice to the
Participant shall be addressed to such Participant at the current address shown on the payroll records of
the Employer, or to such other address as the Participant may designate to the Employer in writing. Any
notice shall be delivered by hand, sent by telecopy or enclosed in a properly sealed envelope addressed
as stated above, registered and deposited, postage prepaid, in a post office regularly maintained by the
United States Postal Service.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to execute this
Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS COMPANY, INC.

By:

Its:
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Exhibit 10.27

AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN
RESTRICTED STOCK UNIT GRANT

This RESTRICTED STOCK UNIT GRANT, dated as of (the "Date of
Grant"), is delivered by American Water Works Company, Inc. (the "Company") to
(the "Participant").

RECITALS

WHEREAS, in connection with the initial public offering of the shares of common stock of the
Company, par value $0.01 per share, (the "Company Stock"), the Committee (as defined in the
American Water Works Company, Inc. 2007 Omnibus Equity Compensation Plan) has determined that,
in accordance with the terms of the Participant's letter, dated August 27, 2007, the Participant's
contingent cash award will be converted to an equity award (the "Equity Award") for shares of
Company Stock;

WHEREAS, the Equity Award is comprised of two separate grants, a nonqualified stock option and
a restricted stock unit grant; and

WHEREAS, the Committee has determined that the restricted stock unit portion of the Equity
Award granted to the Participant shall be issued under the American Water Works Company, Inc. 2007
Omnibus Equity Compensation Plan (the "Plan") and the terms and conditions of such restricted stock
unit shall be memorialized in this Grant.

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby, agree as
follows:

1. Grant of Restricted Stock Units. Subject to the terms and conditions set forth in this Grant and the
Plan, the Company hereby grants to the Participant __ units (the "Restricted Stock Units"). Each unit
(a "Unit") shall be a phantom right and shall be equivalent to one share of Company Stock on the
applicable Redemption Date (as defined below).

2. Restricted Stock Unit Account. The Company shall establish and maintain a Restricted Stock Unit
account as a bookkeeping account on its records (the "Restricted Stock Unit Account") for the
Participant and shall record in such Restricted Stock Unit Account the number of Restricted Stock Units
granted to the Participant. The Participant shall not have any interest in any fund or specific assets of the
Company by reason of this grant or the Restricted Stock Unit Account established for the Participant.

3. Vesting.

(a) Except as provided in subparagraphs (b), (c), (d) or (e) below, the Restricted Stock Units shall
become vested on January 1, 2010 (the "Service Date"), provided the
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Participant continues to be employed by, or providing service to, the Employer (as defined in the Plan)
from the Date of Grant through the Service Date.

(b) If at any time prior to the Service Date the Participant's employment or service with the
Employer is terminated on account of death or Total Disability (as defined below), the Restricted Stock
Units shall fully vest on the date of the Participant's termination of employment or service with the
Employer on account of death or Total Disability. For purposes of this Grant, the term "Total Disability"
shall mean that the Participant has been determined to be totally disabled by the Social Security
Administration.

(c) If at any time prior to the Service Date the Participant's employment or service with the
Employer is terminated on account of Normal Retirement (as defined below), the Participant shall vest
in a pro rata portion of the Restricted Stock Unit on the date of the Participant's termination of
employment or service with the Employer on account of Normal Retirement. The pro rated portion that
shall vest shall be determined by taking the total number of Units subject to the Restricted Stock Unit,
multiplied by a fraction, the numerator of which is the number of whole months that the Participant was
employed by, or providing service to, the Employer from January 1, 2007 to the date on which the
Participant's employment or service terminated on account of Normal Retirement (with the month in
which the Participant terminating counting as a full month) and the denominator of which is thirty-six
(36). Any portion of the Restricted Stock Unit that does not become vested as described above shall be
forfeited and the Participant shall not have any rights with respect to the vesting or the redemption of the
portion of the Restricted Stock Unit that has become forfeited. For purposes of this Grant, the term
"Normal Retirement" shall mean, at the time of the Participant's termination of employment or service
with the Employer, that the Participant has attained age 62 and been employed or provided service with
the Employer for at least five (5) years.

(d) If at any time prior to the Service Date the Participant's employment or service with the
Employer terminates for any reason other than death, Total Disability or Normal Retirement, all of the
Units subject to the Restricted Stock Unit shall be immediately forfeited and the Participant shall not
have any rights with respect to the vesting or the redemption of any portion of the Restricted Stock Unit.

(e) If at any time prior to the Service Date, but while the Participant is employed by or providing
service to the Employer, a Change of Control (as defined below) occurs, then the Restricted Stock Unit
shall become vested on the date of the Change of Control. For purposes of this Agreement, the term
"Change of Control" shall mean as such term is defined in the Plan, except that a Change of Control
shall not be deemed to have occurred for purposes of this Agreement unless the event constituting the
Change of Control constitutes a change in the ownership or effective control of the Company, or in the
ownership of a substantial portion of the assets of the Company, within the meaning of section 409A of
the Internal Revenue Code of 1986, as amended (the "Code") and its corresponding regulations.

(f) The date on which all or any portion of the Restricted Stock Unit becomes vested as described in
this Paragraph 3 shall hereinafter be referred to as the "Vesting Date".
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4. Redemption. Unless an election is made pursuant to Paragraph 5 below, the Restricted Stock Units
shall be redeemed by the Company on the Vesting Date or as soon as administratively practicable
thereafter, but not later than thirty (30) days following the Vesting Date, (the "Redemption Date"). On
the Redemption Date (or, if applicable, the Deferred Date, as defined in Paragraph 5 below), all
Restricted Stock Units that become vested pursuant to Paragraph 3 above shall be redeemed and
converted to an equivalent number of shares of Company Stock, and the Participant shall receive a
single sum distribution of such shares of Company Stock, which shall be issued under the Plan.
Notwithstanding the foregoing, if the Change of Control does not constitute a permitted change in
control event under section 409A of the Code, then the Redemption Date for the Restricted Stock Units
shall not be on the occurrence of the Change of Control, but instead shall be the original Vesting Date,
as if no Change of Control occurred, or, if elected, the Deferred Date (as defined below). All
redemptions pursuant to this Paragraph 4 shall be deemed as a separate payment for purposes of section
409A of the Code.

5. Deferrals.

(a) No later than December 31, 2008, the Participant may make an irrevocable election to defer the
Redemption Date of any portion of, or all of, the Restricted Stock Units that vest, to a date that occurs
after the Redemption Date by completing the deferral election form provided to the Participant by the
Committee, in the form attached hereto as Exhibit B or as subsequently modified to comply with the
requirements of section 409A of the Code; provided, however, that if the Redemption Date occurs at any
time during the 2008 calendar year, the Participant's deferral election pursuant to this Paragraph 5(a)
shall not become effective. Any such election shall be made in accordance with section 409A of the
Code and any corresponding guidance and regulations issued under section 409A of the Code.

(b) After December 31, 2008, the Participant may make an irrevocable election to defer the
Redemption Date (or further defer the Deferred Date (as defined below), if applicable) of any of the
Restricted Stock Units that vest to a later date, provided that (i) the election shall not take effect until at
least twelve (12) months after the date on which the election is made, (ii) the new Redemption Date
cannot be earlier than five (5) years from the original Redemption Date under Paragraph 4 above (or five
(5) years from the previously applicable Deferred Date, if a subsequent deferral of a Deferred Date is
being made), and (iii) the election must be made no less than twelve (12) months prior to the date of the
Redemption Date (twelve (12) months prior to the previously applicable Deferred Date, if a subsequent
deferral of a Deferred Date is being made). To defer the Redemption Date, the Participant must
complete the deferral election form provided to the Participant by the Committee, in the form attached
hereto as Exhibit A or as subsequently modified to comply with the requirements of section 409A of the
Code. Any such election shall be made in accordance with section 409A of the Code and any
corresponding guidance and regulations issued under section 409A of the Code.

(c) If a Redemption Date is delayed one or more times pursuant to this Paragraph 5, the new
Redemption Date shall be referred to as the "Deferred Date." All redemptions pursuant to this Paragraph
5 shall be deemed as a separate payment for purposes of section 409A of the Code.
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6. Dividend Equivalents. Until the Redemption Date (or the Deferred Date, if elected), if any dividends
are declared with respect to the shares of Company Stock, the Company shall credit to a dividend
equivalent account (the "Dividend Equivalent Account") the value of the dividends that would have
been distributed if the Restricted Stock Units credited to the Participant's Restricted Stock Unit Account
at the time of the declaration of the dividend were shares of Company Stock. On the Redemption Date
(or the Deferred Date, if applicable), the Company shall pay to the Participant a lump sum cash payment
equal to the value of the dividends created to the Participant's Dividend Equivalent Account; provided,
however, that any dividends that were credited to the Participant's Dividend Equivalent Account that are
attributable to Units that have been forfeited as provided in Paragraph 3 above shall be forfeited and not
payable to the Participant. No interest shall accrue on any dividend equivalents credited to the
Participant's Dividend Equivalent Account. Each cash payment pursuant to this Paragraph 6 shall be
deemed as a separate payment for purposes of section 409A of the Code.

7. Change of Control. Except as set forth in Paragraph 3(e) of this Grant, the provisions set forth in the
Plan applicable to a Change of Control shall apply to the Restricted Stock Units, and, in the event of a
Change of Control, the Committee may take such actions as it deems appropriate pursuant to the Plan
and is consistent with the requirements of section 409A of the Code.

8. Acl nowledgment by Participant. By accepting this Grant, the Participant aclcnowledges that with
respect to any right to redemption or distribution pursuant to this Grant, the Participant is and shall be an
unsecured general creditor of the Company without any preference as against other unsecured general
creditors of the Company, and the Participant hereby covenants for himself or herself, and anyone at any
time claiming through or under the Participant not to claim any such preference, and hereby disclaims
and waives any such preference which may at any time be at issue, to the fullest extent permitted by
applicable law. The Participant also hereby agrees to be bound by the terms and conditions of the Plan
and this Grant. The Participant further agrees to be bound by the determinations and decisions of the
Committee with respect to this Grant and the Plan and the Participant's rights to benefits under this
Grant and the Plan, and agrees that all such determinations and decisions of the Committee shall be
binding on the Participant, his or her beneficiaries and any other person having or claiming an interest
under this Grant and the Plan on behalf of the Participant.

9. Restrictions on Issuance or Transfer of Shares of Company Stock.

(a) The obligation of the Company to deliver shares of Company Stock upon the redemption of the
Restricted Stock Units shall be subject to the condition that if at any time the Committee shall determine
in its discretion that the listing, registration or qualification of the shares of Company Stock upon any
securities exchange or under any state or federal law, or the consent or approval of any governmental
regulatory body is necessary or desirable as a condition of, or in connection with, the issuance of shares
of Company Stock, the shares of Company Stock may not be issued in whole or in part unless such
listing, registration, qualification, consent or approval shall have been effected or obtained free of any
conditions not acceptable to the Committee. The issuance of shares of Company Stock and the payment
of cash to the Participant pursuant to this Grant is subject to any applicable taxes and other laws or
regulations of the United States or of any state having jurisdiction thereof.
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(b) As a condition to receive any shares of Company Stock on the Redemption Date (or the Deferred
Date, if applicable), the Participant agrees to be bound by the Company's policies regarding the
limitations on the transfer of such shares, and understands that there may be certain times during the
year that the Participant will be prohibited from selling, transferring, pledging, donating, assigning,
mortgaging, hypothecating or otherwise encumbering the shares.

10. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of which are
incorporated herein by reference, and in all respects shall be interpreted in accordance with the Plan. In
the event of any contradiction, distinction or difference between this Grant and the terms of the Plan, the
terms of the Plan will control. Except as otherwiSe defined in this Grant, capitalized terms used in this
Grant shall have the meanings set forth in the Plan. This Grant is subject to the interpretations,
regulations and determinations concerning the Plan established from time to time by the Committee in
accordance with the provisions of the Plan, including, but not limited to, provisions pertaining to
(i) rights and obligations with respect to withholding taxes, (ii) the registration, qualification or listing of
the shares of Company Stock, (iii) changes in capitalization of the Company, and (iv) other requirements
of applicable law. The Committee shall have the authority to interpret and construe this grant pursuant to
the terms of the Plan, its decisions shall be conclusive as to any questions arising hereunder and the
Participant's acceptance of this grant is the Participant's agreement to be bound by the interpretations
and decisions of the Committee with respect to this Grant and the Plan.

11. No Rights as Stockholder. The Participant shall not have any rights as a stockholder of the
Company, including the right to any cash dividends (except as provided in Paragraph 6), or the right to
vote, with respect to any Restricted Stock Units.

12. No Rights to Continued Employment or Service. This Grant shall not confer upon the Participant
any right to be retained in the employment or service of the Employer and shall not interfere in any way
with the right of the Employer to terminate the Participant's employment or service at any time. The
right of the Employer to terminate at will the Participant's employment or service at any time for any
reason is specifically reserved.

13. Assignment and Transfers. No Restricted Stock Units or dividend equivalents awarded to the
Participant under this Grant may be transferred, assigned, pledged, or encumbered by the Participant and
a Restricted Stock Unit shall be redeemed and a dividend equivalent distributed during the lifetime of
the Participant only for the benefit of the Participant. Any attempt to transfer, assign, pledge, or
encumber the Restricted Stock Unit or dividend equivalent by the Participant shall be null, void and
without effect. The rights and protections of the Company hereunder shall extend to any successors or
assigns of the Company. This Grant may be assigned by the Company without the Participant's consent.

14. Withholding. The Participant shall be required to pay to the Employer, or make other arrangements
satisfactory to the Employer to provide for the payment of, any federal, state, local or other taxes that the
Employer is required to withhold with respect to the grant, vesting and redemption/distribution of the
Restricted Stock Units and dividend equivalents. Any tax withholding obligation of the Employer with
respect to the redemption of the Restricted Stock Units shall be satisfied by having shares of Company
Stock withheld, up to an amount that does
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not exceed the minimum applicable withholding tax rate for federal (including FICA), state, loca! and
other tax liabilities.

15. Effect on Other Benefits. The value of shares of Company Stock and dividend equivalents
distributed with respect to the Restricted Stock Units shall not be considered eligible earnings for
purposes of any other plans maintained by the Company or the Employer. Neither shall such value be
considered part of the Participant's compensation for purposes of determining or calculating other
benefits that are based on compensation, such as life insurance.

16. Applicable Law. The validity, construction, interpretation and effect of this Grant shall be governed
by and construed in accordance with the laws of the State of Delaware, without giving effect to the
conflicts of laws provisions thereof.

17. Notice. Any notice to the Company provided for in this instrument shall be addressed to the
Company in care of the General Counsel at the Company's corporate headquarters, and any notice to the
Participant shall be addressed to such Participant at the current address shown on the payroll records of
the Employer, or to such other address as the Participant may designate to the Employer in writing. Any
notice shall be delivered by hand, sent by telecopy or enclosed in a properly sealed envelope addressed
as stated above, registered and deposited, postage prepaid, in a post office regularly maintained by the
United States Postal Service.

18. Section 409A of the Code.

(a) As applicable, this Grant is intended to comply with the requirements of section 409A of the
Code and shall be interpreted to avoid any penalty sanctions under section 409A of the Code. If any
redemption or distribution cannot be provided or made at the time specified herein or as elected by the
Participant, then such redemption or distribution shall be provided in full at the earliest time thereafter
when such sanctions cannot be imposed. Notwithstanding anything herein to the contrary, the
Committee may, without the Participant's consent, amend this Grant or any election by a Participant to
comply with the requirements of section 409A of the Code to the extent the Committee determines, in
the sole discretion, that such amendments are necessary.

(b) Notwithstanding any provision to the contrary in this Agreement, if any of the payments under
this Agreement are deemed as deferred compensation subject to the requirements of section 409A of the
Code and such amounts are payable to the Participant upon "separation from service" (within the
meaning of section 409A(a)(2)(a)(i) of the Code and its corresponding regulations) from the Employer,
then if at the time of the Participant's separation from service the Participant is a "specified
employee" (as such term is defined in section 409A(2)(B)(i) of the Code and its corresponding
regulations) as determined by the Company (or any successor thereto) in its sole discretion in
accordance with its specified employee determination policy, then all payments to the Participant
pursuant to this Agreement shall be postponed for a period of six months following the Participant's
separation from service from the Employer. The postponed amounts shall be paid to the Participant in a
lump sum within thirty (30) days after the date that is six (6) months following the Participant's
separation from service from the Employer, and any amounts payable to the Participant after the
expiration of such six (6) month period under this Agreement shall continue to be paid to the Participant
in accordance
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with the terms of this Agreement. If the Participant dies during such six-month period and prior to the
payment of the postponed amounts hereunder, the amounts delayed on account of section 409A of the
Code shall be paid to the personal representative of the Partieipant's estate within sixty (60) days after
the Company receives notice of the Participant's death, and any amounts not delayed shall be paid to the
personal representative of the Participant's estate in accordance with the terms of this Agreement.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to execute this
Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS COMPANY, INC.

By:

Its:
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EX-10.30 6 dexl030.htm 2007 OMNIBUS SECOND RESTRICTED STOCK UNIT
FORM - ML4 EMPLOYEES

Exhibit 10.30

AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

RESTRICTED STOCK UNIT GRANT

This RESTRICTED STOCK UNIT GRANT, dated as of (the "Date of Grant"), is
delivered by American Water Works Company, Inc. (the "Company") to (the
"Participant").

RECITALS

WHEREAS, the Committee (as defined in the American Water Works Company, Inc. 2007
Omnibus Equity Compensation Plan) has determined to grant the Participant an equity award (the
"Equity Award") for shares of Common Stock of the Company, par value $0.01 per share, (the
"Company Stock");

WHEREAS, the Equity Award is comprised of two separate grants, a nonqualified stock option and
a restricted stock unit grant; and

WHEREAS, the Committee has determined that the restricted stock unit portion of the Equity
Award granted to the Participant shall be issued under the American Water Works Company, Inc. 2007
Omnibus Equity Compensation Plan (the "Plan") and the terms and conditions of such restricted stock
unit shall be memorialized in this Grant.

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby, agree as
follows:

1. Grant of Restricted Stock Units. Subject to the terms and conditions set forth in this Grant and the
Plan, the Company hereby grants to the Participant __ units (the "Restricted Stock Units"). Each
unit (a "Unit") shall be a phantom right and shall be equivalent to one share of Company Stock on the
applicable Redemption Date (as defined below).

2. Restricted Stock Unit Account. The Company shall establish and maintain a Restricted Stock Unit
account as a bookkeeping account on its records (the "Restricted Stock Unit Account") for the
Participant and shall record in such Restricted Stock Unit Account the number of Restricted Stock Units
granted to the Participant. The Participant shall not have any interest in any fund or specific assets of the
Company by reason of this grant or the Restricted Stock Unit Account established for the Participant.

3. Vesting.

(a) Except as provided in subparagraphs (b), (c), (d) or (e) below, the Restricted Stock Units shall
become vested on January 1,2011 (the "Service Date"), provided the Participant continues to be
employed by, or providing service to, the Employer (as defined in the Plan) from the Date of Grant
through the Service Date.
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(b) If at any time prior to the Service Date the Participant's employment or service with the
Employer is terminated on account of death or Total Disability (as defined below), the Restricted Stock
Units shall fully vest on the date of the Participant's termination of employment or service with the
Employer on account of death or Total Disability. For purposes of this Grant, the term "Total Disability."
shall mean that the Participant has been determined to be totally disabled by the Social Security
Administration.

(c) If at any time prior to the Service Date the Participant' s employment or service with the
Employer is terminated on account of Normal Retirement (as defined below), the Participant shall vest
in a pro rata portion of the Restricted Stock Unit on the date of the Participant's termination of
employment or service with the Employer on account of Normal Retirement. The pro rated portion that
shall vest shall be determined by taking the total number of Units subject to the Restricted Stock Unit,
multiplied by a fraction, the numerator of which is the number of whole months that the Participant was
employed by, or providing service to, the Employer from January 1, 2008 to the date on which the
Participant's employment or service terminated on account of Normal Retirement (with the month in
which the Participant terminating counting as a full month) and the denominator of which is thirty-six
(36). Any portion of the Restricted Stock Unit that does not become vested as described above shall be
forfeited and the Participant shall not have any rights with respect to the vesting or the redemption of the
portion of the Restricted Stock Unit that has become forfeited. For purposes of this Grant, the term
"Normal Retirement" shall mean, at the time of the Participant's termination of employment or service
with the Employer, that the Participant has attained age 62 and been employed or provided service with
the Employer for at least five (5) years.

(d) If at any time prior to the Service Date the Participant's employment or service with the
Employer terminates for any reason other than death, Total Disability or Normal Retirement, all of the
Units subject to the Restricted Stock Unit shall be immediately forfeited and the Participant shall not
have any rights with respect to the vesting or the redemption of any portion of the Restricted Stock Unit.

(e) If at any time prior to the Service Date, but while the Participant is employed by or providing
service to the Employer, a Change of Control (as defined below) occurs, then the Restricted Stock Unit
shall become vested on the date of the Change of Control. For purposes of this Agreement, the term
"Change of Control" shall mean as such term is defined in the Plan, except that a Change of Control
shall not be deemed to have occurred for purposes of this Agreement unless the event constituting the
Change of Control constitutes a change in the ownership or effective control of the Company, or in the
ownership of a substantial portion of the assets of the Company, within the meaning of section 409A of
the Internal Revenue Code of 1986, as amended (the "Code") and its corresponding regulations.

(f) The date on which all or any portion of the Restricted Stock Unit becomes vested as described in
this Paragraph 3 shall hereinafter be referred to as the "Vesting Date".

4. Redemption. Unless an election is made pursuant to Paragraph 5 below, the Restricted Stock Units
shall be redeemed by the Company on the Vesting Date or as soon as administratively practicable
thereafter, but not later than thirty (30) days following the Vesting Date, (the "Redemption Date"). On
the Redemption Date (or, if applicable, the Deferred Date,
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as defined in Paragraph 5 below), all Restricted Stock Units that become vested pursuant to Paragraph 3
above shall be redeemed and converted to an equivalent number of shares of Company Stock, and the
Participant shall receive a single sum distribution of such shares of Company Stock, which shall be
issued under the Plan. Notwithstanding the foregoing, if the Change of Control does not constitute a
permitted change in control event under section 409A of the Code, then the Redemption Date for the
Restricted Stock Units shall not be on the occurrence of the Change of Control, but instead shall be the
original Vesting Date, as if no Change of Control occurred, or, if elected, the Deferred Date (as defined
below). All redemptions pursuant to this Paragraph 4 shall be deemed as a separate payment for
purposes of section 409A of the Code.

5. Deferrals.

(a) No later than December 31, 2008, the Participant may make an irrevocable election to defer the
Redemption Date of any portion of, or all of, the Restricted Stock Units that vest, to a date that occurs
after the Redemption Date by completing the deferral election form provided to the Participant by the
Committee, in the form attached hereto as Exhibit B or as subsequently modified to comply with the
requirements of section 409A of the Code; provided, however, that if the Redemption Date occurs at any
time during the 2008 calendar year, the Participant's deferral election pursuant to this Paragraph 5(a)
shall not become effective. Any such election shall be made in accordance with section 409A of the
Code and any corresponding guidance and regulations issued under section 409A of the Code.

(b) After December 31, 2008, the Participant may make an irrevocable election to defer the
Redemption Date (or further defer the Deferred Date (as defined below), if applicable) of any of the
Restricted Stock Units that vest to a later date, provided that (i) the election shall not take effect until at
least twelve (12) months after the date on which the election is made, (ii) the new Redemption Date
cannot be earlier than five (5) years from the original Redemption Date under Paragraph 4 above (or five
(5) years from the previously applicable Deferred Date, if a subsequent deferral of a Deferred Date is
being made), and (iii) the election must be made no less than twelve (12) months prior to the date of the
Redemption Date (twelve (12) months prior to the previously applicable Deferred Date, if a subsequent
deferral of a Deferred Date is being made). To defer the Redemption Date, the Participant must
complete the deferral election form provided to the Participant by the Committee, in the form attached
hereto as Exhibit A or as subsequently modified to comply with the requirements of section 409A of the
Code. Any such election shall be made in accordance with section 409A of the Code and any
corresponding guidance and regulations issued under section 409A of the Code.

(c) If a Redemption Date is delayed one or more times pursuant to this Paragraph 5, the new
Redemption Date shall be referred to as the "Deferred Date." All redemptions pursuant to this Paragraph
5 shall be deemed as a separate payment for purposes of section 409A of the Code.

6. Dividend Equivalents. Until the Redemption Date (or the Deferred Date, if elected), if any dividends
are declared with respect to the shares of Company Stock, the Company shall credit to a dividend
equivalent account (the "Dividend Equivalent Account") the value of the dividends that would have
been distributed if the Restricted Stock Units credited to the
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Participant's Restricted Stock Unit Account at the time of the declaration of the dividend were shares of
Company Stock. On the Redemption Date (or the Deferred Date, if applicable), the Company shall pay
to the Participant a lump sum cash payment equal to the value of the dividends created to the
Participant's Dividend Equivalent Account; provided, however, that any dividends that were credited to
the Participant's Dividend Equivalent Account that are attributable to Units that have been forfeited as
provided in Paragraph 3 above shall be forfeited and not payable to the Participant. No interest shall
accrue on any dividend equivalents credited to the Participant's Dividend Equivalent Account. Each
cash payment pursuant to this Paragraph 6 shall be deemed as a separate payment for purposes of
section 409A of the Code.

7. Change of Control. Except as set forth in Paragraph 3(e) of this Grant, the provisions set forth in the
Plan applicable to a Change of Control shall apply to the Restricted Stock Units, and, in the event of a
Change of Control, the Committee may take such actions as it deems appropriate pursuant to the Plan
and is consistent with the requirements of section 409A of the Code.

8. Acknowledgment by Participant. By accepting this Grant, the Participant acknowledges that with
respect to any right to redemption or distribution pursuant to this Grant, the Participant is and shall be an
unsecured general creditor of the Company without any preference as against other unsecured general
creditors of the Company, and the Participant hereby covenants for himself or herself, and anyone at any
time claiming through or under the Participant not to claim any such preference, and hereby disclaims
and waives any such preference which may at any time be at issue, to the fullest extent permitted by
applicable law. The Participant also hereby agrees to be bound by the terms and conditions of the Plan
and this Grant. The Participant further agrees to be bound by the determinations and decisions of the
Committee with respect to this Grant and the Plan and the Participant's rights to benefits under this
Grant and the Plan, and agrees that all such determinations and decisions of the Committee shall be
binding on the Participant, his or her beneficiaries and any other person having or claiming an interest
under this Grant and the Plan on behalf of the Participant.

9. Restrictions on Issuance or Transfer of Shares of Company Stock.

(a) The obligation of the Company to deliver shares of Company Stock upon the redemption of the
Restricted Stock Units shall be subject to the condition that if at any time the Committee shall determine
in its discretion that the listing, registration or qualification of the shares of Company Stock upon any
securities exchange or under any state or federal law, or the consent or approval of any governmental
regulatory body is necessary or desirable as a condition of, or in connection with, the issuance of shares
of Company Stock, the shares of Company Stock may not be issued in whole or in part unless such
listing, registration, qualification, consent or approval shall have been effected or obtained free of any
conditions not acceptable to the Committee. The issuance of shares of Company Stock and the payment
of cash to the Participant pursuant to this Grant is subject to any applicable taxes and other laws or
regulations of the United States or of any state having jurisdiction thereof.

(b) As a condition to receive any shares of Company Stock on the Redemption Date (or the Deferred
Date, if applicable), the Participant agrees to be bound by the Company's policies regarding the
limitations on the transfer of such shares, and understands that there may
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be certain times during the year that the Participant will be prohibited from selling, transferring,
pledging, donating, assigning, mortgaging, hypothecating or otherwise encumbering the shares.

10. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of which are
incorporated herein by reference, and in all respects shall be interpreted in accordance with the Plan. In
the event of any contradiction, distinction or difference between this Grant and the terms of the Plan, the
terms of the Plan will control. Except as otherwise defined in this Grant, capitalized terms used in this
Grant shall have the meanings set forth in the Plan. This Grant is subject to the interpretations,
regulations and determinations concerning the Plan established from time to time by the Committee in
accordance with the provisions of the Plan, including, but not limited to, provisions pertaining to
(i) rights and obligations with respect to withholding taxes, (ii) the registration, qualification or listing of
the shares of Company Stock, (iii) changes in capitalization of the Company, and (iv) other requirements
of applicable law. The Committee shall have the authority to interpret and construe this grant pursuant to
the terms of the Plan, its decisions shall be conclusive as to any questions arising hereunder and the
Participant's acceptance of this grant is the Participant's agreement to be bound by the interpretations
and decisions of the Committee with respect to this Grant and the Plan.

11. No Rights as Stockholder. The Participant shall not have any rights as a stockholder of the
Company, including the right to any cash dividends (except as provided in Paragraph 6), or the right to
vote, with respect to any Restricted Stock Units.

12. No Rights to Continued Employment or Service. This Grant shall not confer upon the Participant
any right to be retained in the employment or service of the Employer and shall not interfere in any way
with the right of the Employer to terminate the Participant's employment or service at any time. The
right of the Employer to terminate at will the Participant's employment or service at any time for any
reason is specifically reserved.

13. Assignment and Transfers. No Restricted Stock Units or dividend equivalents awarded to the
Participant under this Grant may be transferred, assigned, pledged, or encumbered by the Participant and
a Restricted Stock Unit shall be redeemed and a dividend equivalent distributed during the lifetime of
the Participant only for the benefit of the Participant. Any attempt to transfer, assign, pledge, or
encumber the Restricted Stock Unit or dividend equivalent by the Participant shall be null, void and
without effect. The rights and protections of the Company hereunder shall extend to any successors or
assigns of the Company. This Grant may be assigned by the Company without the Participant's consent.

14. Withholding. The Participant shall be required to pay to the Employer, or make other arrangements
satisfactory to the Employer to provide for the payment of, any federal, state, local or other taxes that the
Employer is required to withhold with respect to the grant, vesting and redemption/distribution of the
Restricted Stock Units and dividend equivalents. Any tax withholding obligation of the Employer with
respect to the redemption of the Restricted Stock Units shall be satisfied by having shares of Company
Stock withheld, up to an amount that does not exceed the minimum applicable withholding tax rate for
federal (including FICA), state, local and other tax liabilities.

A-5
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15. Effect on Other Benefits. The value of shares of Company Stock and dividend equivalents
distributed with respect to the Restricted Stock Units shall not be considered eligible earnings for
purposes of any other plans maintained by the Company or the Employer. Neither shall such value be
considered part of the Participant's compensation for purposes of determining or calculating other
benefits that are based on compensation, such as life insurance.

16. Applicable Law. The validity, construction, interpretation and effect of this Grant shall be governed
by and construed in accordance with the laws of the State of Delaware, without giving effect to the
conflicts of laws provisions thereof.

17. Notice. Any notice to the Company provided for in this instrument shall be addressed to the
Company in care of the General Counsel at the Company's corporate headquarters, and any notice to the
Participant shall be addressed to such Participant at the current address shown on the payroll records of
the Employer, or to such other address as the Participant may designate to the Employer in writing. Any
notice shall be delivered by hand, sent by telecopy or enclosed in a properly sealed envelope addressed
as stated above, registered and deposited, postage prepaid, in a post office regularly maintained by the
United States Postal Service.

18. Section 409A of the Code.

(a) As applicable, this Grant is intended to comply with the requirements of section 409A of the
Code and shall be interpreted to avoid any penalty sanctions under section 409A of the Code. If any
redemption or distribution cannot be provided or made at the time specified herein or as elected by the
Participant, then such redemption or distribution shall be provided in full at the earliest time thereafter
when such sanctions cannot be imposed. Notwithstanding anything herein to the contrary, the
Committee may, without the Participant's consent, amend this Grant or any election by a Participant to
comply with the requirements of section 409A of the Code to the extent the Committee determines, in
the sole discretion, that such amendments are necessary.

(b) Notwithstanding any provision to the contrary in this Agreement, if any of the payments under
this Agreement are deemed as deferred compensation subject to the requirements of section 409A of the
Code and such amounts are payable to the Participant upon "separation from service" (within the
meaning of section 409A(a)(2)(a)(i) of the Code and its corresponding regulations) from the Employer,
then if at the time of the Participant's separation from service the Participant is a "specified
employee" (as such term is defined in section 409A(2)(B)(i) of the Code and its corresponding
regulations) as determined by the Company (or any successor thereto) in its sole discretion in
accordance with its specified employee determination policy, then all payments to the Participant
pursuant to this Agreement shall be postponed for a period of six months following the Participant's
separation from service from the Employer. The postponed amounts shall be paid to the Participant in a
lump sum within thirty (30) days after the date that is six (6) months following the Participant's
separation from service from the Employer, and any amounts payable to the Participant after the
expiration of such six (6) month period under this Agreement shall continue to be paid to the Participant
in accordance with the terms of this Agreement. If the Participant dies during such six-month period and
prior to the payment of the postponed amounts hereunder, the amounts delayed on account of section
409A of the Code shall be paid to the personal representative of the Participant's estate within

A-6

http://www.sec.gov/Archives/edgar/data/141063 5/000119312508103 720/dex1030.htm 5/7/2008

KAW_R_AGDR2#24_052410
Page 84 of 227



2007 Omnibus Second Restricted Stock Unit Form - ML4 Employees Page 7 of 8

sixty (60) days after the Company receives notice of the Participant's death, and any amounts not
delayed shall be paid to the personal representative of the Participant's estate in accordance with the
terms of this Agreement.

[SIGNATURE PAGE FOLLOWS]

A-7
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to execute this
Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS COMPANY, INC.

By:

Its:

A-8
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This guide provides an overview ofyour 2009 Equity Awards granted to you under the American
Water Works Company, Inc. (American Water) 2007 Omnibus Equity Compensation Plan. The
Equity Award -a key component ofyour American Water compensation package -s-promotes the
achievement ofthe Company's long-term, strategic business objectives. Read this guide to learn
about Equity Awards and how they reward you for contributing to American Water's financial
success.

Equity Award Highlights

• Certain American Water employees are eligible for Equity Award grants. This brochure
applies to MLI to L05 employees.

• Each grant is a combination of 50% non-qualified stock options (stock options) and 50%
performance stock units (PSUs).

• Options vest 33.3% each on January 1,2010, January 1,2011 and January 1,2012.

Once vested, you may purchase (or "exercise") your options.
An option's value is the difference between (a) the exercise price, versus (b) the market
price of American Water's stock at the time you exercise the option.
Options expire December 31,2015.

• You earn a right to your PSU award in three installments (33.3% each installment) on
January 1 of2010, 2011 and 2012.

Awards are distributed in early 2012, based on company performance over the three-year
performance period

AN OVERVIEW OF THE EQUITY AWARD

You have been granted a 2009 Equity Award in connection with American Water common stock.
Your award is determined by the American Water Board of Directors Compensation Committee ("the
Committee") and based on management level.

The Amount of Your Award Grant

Your award grant amount is based on a percentage ofyour base salary, granted in the form of equity
in the Company: 50% of the value in stock options and 50% of the value in PSUs.

The following illustrates a possible award under the 2009 grant for an employee.

Assumptions

• Dollar Value

• Option value

• PSU value

2009 Grant

$30,000

$4.00 per share
$21.00 per share

2009 Award Grant
• Total dollarvalue

- Number ofoptions (dollar value)
- Number of PSUs (dollar value)

$30,015
3,750 options ($15,000)

715 PSUs ($15,015)

NOTE: All values shown are illustrative only.
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An Award Based on American Water's Success

As a publicly-held company, American Water has a responsibility to its shareholders to drive long
term success and increase the value of American Water stock.

The Equity Award provides opportunities for rewards based on long-term performance, and allows
you to share in our success. The 2009 award includes a performance-based stock component, which
awards shares based on American Water's Total Shareholder Return (TSR) ranking among peer
companies in the Dow Jones Utilities Index. This new design aligns more closely with the market and
helps keep American Water competitive with our peers in the utilities industry.

REMINDER: All employees and directors are subject to theCompany's Insider Trading Policy. Before
exercising any options you must review theCompany's Insider Trading Policy. Inaddition, under the
Insider Trading Policy, certain persons (Section 16 and Restricted Individuals) are subject to more
extensive requirements, including theaffirmative obligation to "pre-clear" any proposed purchase or
sale of Company securities with the CFO, General Counsel, or inside SEC Counsel.

If you have any questions about the Insider Trading Policy and pre-clearance process, please call
Securities Paralegal (856-346-8257) or SEC Counsel (856-309-4589).

ABOUT OPTIONS AND PERFORMANCE STOCK UNITS

The following sections describe how the options and PSUs granted to you vest and are
distributed.

Stock Options

• 50% ofEquity Award
• Exercise price is the closing price on the date ofgrant
• Options vest 33.3% each on January 1 of2010, 2011

and 2012. Options are 100% vested as ofJanuary 1,
2012.

A stock option is your
right to purchase a share
of American Water stock
at the exercise price, once
vested, for a set period of
time.

A stock option gives you the right to purchase a share of American Water stock at an "exercise price"
for a set period of time.

The number of options you are granted is based on the monetary value of your option award and the
Black-Scholes value for an option on the date of the grant.

Vesting

Your options vest 33.3% each on January 1 of2010, 2011 and 2012. You may purchase (or
"exercise") your options, once they are vested, until their December 31, 2015 expiration date. You
forfeit all rights to the options if you do not take action by the expiration date.

Feb
2009

33.3%
E}(ercise Period

Exercise P(ilriod
33.3% Exercise Period
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The Value of Your Options

The value of your options depends on American Water's stock performance in the future. This means
they mayor may not have value at the time they expire. The greater the increase in American Water's
market price, the greater the value of your award.

The value you receive is the difference between (a) the exercise price, and (b) the market price of the
stock at the time you exercise your options.

You will benefit if the market price of American Water's stock at exercise is greater than its exercise
price on the date of the grant. However, if the market price at exercise is lower than the exercise
price, you will not obtain any value from exercising the option.

Exercising Your Options

You may choose to exercise all or a portion of your vested stock options before the exercise period
ends on December 31, 2015. When you are ready to exercise your options, contact E*TRADE at
www.etrade.com or at 1-800-838-0908. (See "Managing Your 2009 Equity Award" on page 7 for
more information.)

You may exercise your options using any of the following methods:

1. Cash. You can exercise your options and buy the shares with money from personal funds to
cover the exercise price, taxes and transaction fees.

2. Exercise and sell. You can exercise your options by either (a) selling just enough stock to cover
the exercise price, taxes and transaction fees; or (b) selling additional shares to cover the exercise
price, taxes and fees and receive the net proceeds in cash.

3. Stock swap. You can instruct E*TRADE to use shares of American Water common stock you
currently own to fund the exercise of your stock options, provided that it is approved by the
Committee.
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Example

Let's assume you are awarded 3,750 stock options

• The options vest in three installments: 33.3% each on January 1 of 2010, 2011 and ~Q12 .
You exercise thefirst vested installment on June 1,2011 (market price =$23 pershare), thesecond

IiI>
vested installment onApril 1,2014 (market price =$26 per share) and thethirdy,ested installment on
July1,2015 (market price =$30 pershare). L

Number Future Value Amount You
Options of When You Pay to Your Pre-
Awarded Options Vesting Exercise Exercise your Exercise Fees taxGain at
in 2009 Vested Date Date Options' Options Charged2 Exercise

Jan. 1, June 1, $28,750 $26,250 Determined
1,250 2010 2011 (1,250x$23) (1,250x$21.00) by E*TRADE $2,500

3,750 Jan. 1, Apr. 1, $32,500 $26,250 Determined
1,250 2011 2014 (1,250 x$26) (1,250 x$21.00) by E*TRADE $6,250

Jan. 1, July 1, $37,500 $26,250 Determined
1,250 2012 2015 (1,250x$30) (1,250x$21.00) by E*TRADE $11,250

2

You can exercise your vested options until December 31, 2015, subject to employment requirements as
defined by the plan.

Costs and fees associated with exercising your stock options will be determined by E*TRADE.

A Performance
Stock Unit is an award
that represents a
"notional" share of
American Water stock.

Performance Stock Units

• 50% ofEquity Award
• You earn a right to your PSUs in three installments

(33.3% each) on January 1 of2010,2011 and 2012.
Awarded shares are determined based on Company
performance andpaid in early 2012

• Actual awards may range from 0% to 150% oftarget based on performance

A PSU gives you the right to receive one share of American Water common stock without paying an
exercise price. So, you benefit by receiving actual shares of American Water stock - after the end of
the three-year performance period.

Unlike stock options, which are valued based on the appreciation of the stock after the grant date,
PSUs represent the total value of the stock at the time you earn a right to receive it. This means that
PSUs have value even if the stock price falls after the date you receive your award.

You earn a right to your PSUs in three installments (33.3% each) on January 1,2010, January 1,
2011, and January 1, 2012. However, your shares are not awarded to you until after the three-year
performance period ends on January 1, 2012. The number of shares that are actually awarded
depends on Company performance against specific metrics (see "Measuring Company Performance"
on page 5).

During the performance period, you do not actually own the shares, which means you do not have
voting rights and you cannot sell or transfer the units. If dividends are paid during the performance
period, those dividends will accrue in a "notional" personal account until the end of the performance
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period. You will then be paid in cash for any accrued dividends at the end of the performance period
based on the number of PSUs earned.

After the end of the three-year performance period, you can hold or sell your shares - the choice is
yours. Unlike options, the shares never expire so there is no time limit associated with them. If you
choose to sell the shares, you will receive the current market price at the time of sale.

Measuring Company Performance

The number of PSUs awarded to you depends on Company performance.

To determine the final PSU payout at the end of the three-year performance period, the Company
uses American Water's rank on Total Shareholder Return (TSR) relative to companies in the Dow
Jones Utilities Index.

The Company's TSR performance is assessed using a percentile ranking approach, as follows:

American Water's Rank on TSR Relative tothe I
Dow Jones Utilities Index Payout Factor

35th Percentile 50%
65th Percentile 100%
80th Percentile 150%

TSR is calculated as:

Change in share price over the three-year performance period
Plus

Dividends paid over the three-year period
Divided by

American Water's average share price atthe beginning ofthe period

Example

5

TSR Percentile Total Shares Awarded at
Ranking Relative To end ofThree-Year
Dow Jones Utilities Performance Period

Index AtEnd ofThree-
Year Performance

Period

Let's assume you receive 715 PSUson the
• The PSUs are earned in three install

2012. They are 100% vested ..~~
• Atthe end ofthethree-year;

ranked atthe 65th percentil~n~

Total Number of Date
PSUs PSUs Vested Earned

Granted
in 2009

.on'3~lluarY·1,'of 2010, 2011 and

'an Water's TSR performance is
-.-- - c-ce sWtiliti~s Index

715
238
238
239

Jan. 1,2010
Jan. 1,2011
Jan. 1,2012

65th percentile 715

If you decide to sell your awarded shares and the market price at the time of sale is $30 per
share, you would receive $21,450 from the sale - minus taxes and applicable fees.
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Deferring Your Awarded Shares

You may elect to defer receiving all or a portion of your awarded shares until after the scheduled
distribution date, provided you make the election by December 3 I, 20 10.

See your PSU grant agreement for details.

Timing and Distribution of Award

The following is a timeline of key events for the stock option and PSU components of your grant:

c: * 'dexerctse petlo
ends;optionsexpife

•••
~:

•••
~:

••••
lI1t:

•

II stoc«Options

II PSUs

- - "Vesting/performance
period

f------+ Exercise period

Exerciseperiod

Exercise period

Last 113
vests

0112012

Last 1/3
earned

• Performance-k....* measured, shares
-- awarded

Exerciseperiod

STOCK OPTION VESTiNGi EXERCISE PERIOD

••..... .....
Second 1/3

earned

01/2011

Awardfully
earned

PSU PERFORMANCE PERIOD •••
First 1/3
earned

0112010

••...... .....
••••\""""" wfl--------""""'------------------~

First 113
vests

•

••••

0112009

'PSU
performance
periodbegins

-Option vesting
period begins..........

Driving Shareholder Value

As an American Water management employee and shareholder, you not only have the ability to
influence our day-to-day performance, you also share in the long-term rewards ofAmerican Water's
success if the value ofyour shares appreciates. Ofcourse there is no guarantee that the value ofthe
shares you own will appreciate. Depreciation in value ispossible as well.

You can make adifference. Think about the activities you perform on aday-to-day basis and consider
how you can improve quality, delivery and service orreduce operational costs. Your contributions can
help generate results that lead tosignificant rewards foryou, and success for American Water.
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TAXATION OF EQUITY AWARDS

How Options are Taxed

Options are not taxed until you exercise them and/or sell the stock after an increase in value.

• At exercise. When you exercise your options (regardless of whether you sell the stock you
receive), you will owe ordinary income tax on the difference between the market price on the
date of grant and the market price of American Water's stock at the time you exercise. Your tax
liability is reported to the Internal Revenue Service by American Water payroll. This means that
in the example on page 4, you would owe taxes on $2,500* for the 2011 tax year, $6,250* for the
2014 tax year and $11,250* for the 2015 tax year.

"Your pre-tax gain at exercise.

• At sale of the shares. Ifyou exercise your options, hold the stock for a period of time then later
sell the stock at a higher price than what you paid for it, you will owe capital gains tax. This tax
will be assessed on any additional appreciation on the market price of American Water's stock
between the time of exercise and the time of sale. (Note that these taxes are not reported to the
Internal Revenue Service by American Water, and that these taxes are in addition to the ordinary
income taxes incurred at each option exercise.)

Consult your personal tax advisor to learn more about your tax situation.

How PSUs are Taxed

You will not be responsible for any taxes when the PSUs are granted. However, you will owe
ordinary income tax, payable if earned based on performance, on the full value of the shares at the
end of the three-year performance period (unless the PSUs are deferred). American Water will
withhold a portion of your earned shares to cover the minimum required withholding for Federal
(including FICA), state, local and other tax liabilities. See your PSU grant agreement for details.

If you hold the shares received, you will owe capital gains tax for any additional share price
appreciation between the market price on the date the shares are received and the market price on the
date ofthe sale.

Consult your personal tax advisor to learn more about your tax situation.

MANAGING YOUR 2009 EQUITY AWARD

E*TRADE is the record keeper for the American Water Equity Awards. When you receive an Equity
Award grant, an Equity Award account is established on your behalf through E*TRADE. You can
manage your account online through www.etrade.com, or by phone at 1-800-838-0908.

Activating Your E*TRADE Account

Employees who received a prior equity award will be able to access the 2009 award using your
existing E*TRADE account. If this is your first year receiving an Equity Award, you will first need
to activate your E*TRADE account in order to access it. You will receive a packet of materials from
E*TRADE with instructions on how to activate your account. Ifyou do not activate your
E*TRADE account, you will not be able to access or manage your Equity Awards.

Once you've activated your account, go to www.etrade.com (or call E*TRADE at 1-800-838-0908)
to track vesting, conduct transactions and model the long-term value of your awards.
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TERMINATION PROVISIONS

Ifyou leave American
Water due to ... Then...

8

• Unvested options become 100% vested; and you earn the right toany previously unearned PSUs.

Death ortotal disability

Voluntary or
involuntary resignation,
ortermination for
cause (including
normal and/or early
retirement
chao

• With respect tostock options: Your unvested award becomes 100%
vested.

• With respect to PSUs: You oryour beneficiaries are entitled to receive
only the shares that you earned before the date of your death or
disability. Those shares will be distributed atthe end of the three-year
performance period.

• You forfeit your unvested options and unearned PSUs.

FOR MORE INFORMATION

If you still have questions about the American Water E uity Awards, contact:

Debbie Krauss-Kelleher

Dan Shallow

E*TRADE

856-346-8295

856-346-8285

1-800-838-0908
www.etrade.com

GENERAL QUESTIONS AND ANSWERS

Question I Answer
Who is eligible for Equity Certain employees are eligible for Equity Award grants. This brochure
Awards? applies to ML1-L05 employees.

How do I exercise my stock Contact E*TRADE atwww.etrade.com or1-800-838-0908 for
options? information on exercising your stock options.

When willi receive the shares Although you earn your PSUs inthree installments of33.3% each on
earned under my PSU grant? January 1of2010, 2011 and 2012, you will not receive any ofyour

earned shares until the end ofthe three-year performance period
(provided threshold performance levels forthe performance period have
been achieved).

I

I Can I give my Equity Award to No. Your awards are granted toyou and they cannot be transferred to
another person? another individual.

What does it mean toown a Owning a share means you own a part ofAmerican Water. This means
share ofAmerican Water that you have voting rights and receive dividends along with other
stock? shareholders.
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GLOSSARY OF TERMS

Term Definition
Black-Scholes An internationally-recognized mathematical valuation model used tovalue stock
Valuation options, which incorporates various types of inputs (such as the stock volatility

and interest rates). We use this formula toestablish the value ofoption grants.
The use of this model for this purpose isconsistent with standard market practice.

Board The Board ofDirectors ofAmerican Water Works Company.

Common Stock Units ofownership ofacorporation.

Equity Awards that are linked toAmerican Water's share price.

Exercise The transaction inwhich you sell your vested options to buy shares ofAmerican
Water common stock.

Exercise date The date on which you buy actual shares ofAmerican Water common stock at
the market price on the date ofgrant. Following exercise, you may decide tokeep
orsell the shares.

Exercise period The period during which you may exercise your vested options under the grant.
The exercise period forthe 2009 grant ends December 31,2015.

Exercise price The fixed price forwhich an option holder may purchase a single share of
American Water common stock after the options become vested.

Grant The awarding ofaspecified number ofoptions orPerformance Stock Units.

Performance period The three-year period from January 1, 2009 through December 31, 2011.

Performance Stock Performance Stock Units (PSUs) are "notional" shares ofcompany stock. Atthe
Unit end ofthe three-year performance period, PSUs will convert toactual shares of

American Water common stock based on Company performance. Their value will
depend on the market value ofthe stock atthat time.

PSU grant agreement Your American WaterWorks Company, Inc. 2007 Omnibus Equity Compensation
Plan Performance Stock Unit Grant agreement.

Market price The price atwhich American Water shares trade on the stock market.

Stock option Your right topurchase shares ofAmerican Water stock atthe exercise price, on
or after vesting, fora period offour years - provided Company performance

I

metrics are achieved and you continue to be employed by American Water.

Stock option grant Your American WaterWorks Company, Inc. 2007 Omnibus Equity Compensation
agreement Plan Nonqualified Stock Option Grant agreement.

Total disability You are considered to have a "total disability" as determined by the Social
Security Administration.
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Term Definition

10

Total Shareholder
Return (TSR)

Vesting

Vesting period

(Referred toas the
"Service Date"in the
grantagreements)

TSRequals:

Change in share price over the three-year performance period; PLUS

Dividends paid over the three-year period; DIVIDED BY
The share price at the beginning ofthe period.*

*American Water uses an average stock price at the beginning and end of the
performance period tocalculate TSR.

Becoming entitled toall ora portion ofan Equity Award.

• With respect to stock options, the period oftime that must elapse before
options can be used tobuy shares ofAmerican Water common stock.*

• With respect toPerformance Stock Units (PSUs), the period of time that must
elapse before you have earned the right to the PSUs.* The PSUs will not be
converted into shares and distributed until the end ofthe three-year
performance period (ifearned based on performance).

*Provided you continue tobeemployed byAmerican Water.

REMINDER: All employees and directors are subject to the Company's Insider Trading
Policy. Before selling (or buying) any Company securities you must review the Company's
Insider Trading Policy. In addition, under the Insider Trading Policy, certain persons
(Section 16 and Restricted Individuals) are subject to more extensive requirements,
including the affirmative obligation to "pre-clear" any proposed purchase or sale of
Company securities with the CFO, General Counsel, or inside SEC Counsel.

If you have any questions about the Insider Trading Policy and pre-clearance process,
please call Securities Paralegal (856-346-8257) or SEC Counsel (856-309-4589).

The discussion of certain federal income taxeffects in thisbrochurEfisa summary only. Please refer to the
Internal Revenue Code for acomplete statement of all relevant federaHtax provisions. We recommend that
holders of American W?ter stockoptions and/or Performance ShareUllitsconsult theirtaxadvisor.

The Company's policies, procedures and benefits, including (without.jj/llitation) those covered in this
brochure, aswell aswages and all otherterms and condltlons of ell1J1lPyment, are subject to change, revision
or deletion bytheCompany atany time. Thismaybedone withoutconsulting or obtaining agreement from
anyone.

Thisbrochure is intended to provide asummary of yourAmericbn w~ter Equity Awards. All Equity Awards are
subject to theterms and conditions of theAmerican Waterwo~~~gpll'1R;any, lnc.2001 Omnibus Equity
Compensation Plan (the "Plan") and the Equity Award grantag~~ement~ under which theyare issued. Inthe
event of any conflictbetween theterms of yourEquity Award grantagreements, thePlan and this brochure,
theterms of thegrantagreements and the Plan wjlligoV~rn,.

G:\HR\Compensation & Beneftts'Equity Awards\2009\Equity Brochure.Employees.2 09.doc
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AMERICAN WATER WORKS COMPANY, INC.

2007 OMt\HBUS EQUITY COMPENSATION PLAN

NONQUALIFIED STOCK OPTION GRANT

This STOCK OPTION GRANT, dated as of February _,2009 (the "Date of Grant"), is
delivered by American Water Works Company, Inc. (the "Company") to (the
"Participant").

RECITALS

WHEREAS, the Committee (as defined in the American Water Works Company, Inc.
2007 Omnibus Equity Compensation Plan) has adopted a 2009 long-term incentive program
("2009 LTIP") pursuant to which designated employees will be granted equity awards (the
"Equity Award") for shares of Common Stock of the Company, par value $0.01 per share, (the
"Company Stock");

WHEREAS, the Equity Award is comprised of two separate grants, a nonqualified stock
option and a performance stock unit grant;

WHEREAS, the Committee has determined that the Participant is eligible to participate
in the 2009 LTIP and to grant the Participant an Equity Award under the 2009 LTIP; and

WHEREAS, the Committee has determined that the nonqualified stock option portion of
the Equity Award granted to the Participant pursuant to the 2009 LTIP shall be issued under the
American Water Works Company, Inc. 2007 Omnibus Equity Compensation Plan (the "Plan")
and the terms and conditions of such nonqualified stock option shall be memorialized in this
grant (the "Grant").

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby,
agree as follows:

1. Grant of Option. Subject to the terms and conditions set forth in this Grant and in the
Plan, the Company hereby grants to the Participant a nonqualified stock option (the "Option") to
purchase shares of Company Stock, at an exercise price of $ per share
of Company Stock.

2. Exercisability of Option.

(a) Except as provided in subparagraphs (b) or (c) below, the Option shall become
exercisable on the following dates, if the Participant continues to be employed by, or providing
service to, the Employer (as defined in the Plan) from the Date of Grant through the applicable
date:
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January 1,2010

January 1,2011

January 1,2012

Shares for Which the Option is Exercisable

1/3

1/3

1/3

The exercisability of the Option is cumulative, but shall not exceed 100% of the shares of
Company Stock subject to the Option. If the foregoing schedule would produce fractional shares
of Company Stock, the number of shares of Company Stock for which the Option becomes
exercisable shall be rounded down to the nearest whole share of Company Stock. The Option
shall become fully exercisable on January 1,2012, if the Participant is employed by, or providing
service to, the Employer on such date.

(b) If at any time prior to the date the Participant's Option becomes exercisable as
described in subparagraph (a) above, the Participant's employment or service with the Employer
is terminated on account of death or Total Disability (as defined below), the Option shall become
fully exercisable on the date of the Participant's termination of employment or service with the
Employer on account of death or Total Disability. For purposes of this Grant, the term "Total
Disability" shall mean that the Participant has been determined to be totally disabled by the
Social Security Administration.

(c) If a Change of Control (as defined in the Plan) occurs while the Participant is
employed by or providing service to the Employer, then the Option shall become fully
exercisable as of the date of the Change of Control.

3. Term of Option.

(a) The Option shall have a term from the Date of Grant through December 31, 2015,
and shall terminate at the expiration of that period, unless it is terminated at an earlier date
pursuant to the provisions of this Grant or the Plan.

(b) The Option shall automatically terminate upon the happening of the first of the
following events:

(i) If the Participant's employment or service with the Employer terminates
on account of death or Total Disability, the expiration of the one year period following
the date of the Participant's termination of employment or service on account of death or
Total Disability.

(ii) If the Participant's employment or service with the Employer terminates
on account of Normal Retirement (as defined below), the expiration ofthe one year
period following the date of the Participant's termination on employment or service on
account ofNormal Retirement. For purposes of this Grant, the term "Normal
Retirement" shall mean, at the time of the Participant's termination of employment or
service with the Employer, that the Participant has attained both (A) at least age 55, and
(B) total years of employment and service with the Employer equals or exceeds 10.
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(iii) If the Participant's employment or service with the Employer terminates
for any reason other than on account of Cause (as defined below), Normal Retirement,
death or Total Disability, the expiration of the ninety (90) day period following the date
of the Participant's termination of employment or service for any reason other than on
account of termination for Cause, death, Total Disability or Normal Retirement.

(iv) The date on which the Participant ceases to be employed by, or provide
service to, the Employer for Cause. In addition, notwithstanding the prior provisions of
this Paragraph 3, if the Participant engages in conduct that constitutes Cause after the
Participant's employment or service terminates, the Option shall immediately terminate.
For purposes of this Grant, the term "Cause" shall mean a finding by the Committee that
the Participant (A) has breached his or her employment or service contract with the
Employer, if any; (B) has engaged in disloyalty to the Employer, including, without
limitation, fraud, embezzlement, theft, commission of a felony or proven dishonesty; (C)
has disclosed trade secrets or confidential information of the Employer to persons not
entitled to receive such information; (D) has breached any written noncompetition or
nonsolicitation agreement between the Participant and the Employer; or (E) has engaged
in such other behavior detrimental to the interests of the Employer as the Committee
determines.

Notwithstanding the foregoing, in no event may the Option be exercised after December 31,
2015. Any portion of the Option that is not exercisable at the time the Participant ceases to be
employed by, or provide service to, the Employer shall immediately terminate.

4. Exercise Procedures.

(a) Subject to the provisions of Paragraphs 2 and 3 above, the Participant may
exercise part or all of the exercisable portion of the Option by giving the Company written notice
of intent to exercise in the manner provided in this Grant, specifying the number of shares of
Company Stock as to which the Option is to be exercised and the method of payment. Payment
of the exercise price shall be made in accordance with procedures established by the Committee
from time to time based on the type of payment being made but, in any event, prior to issuance
of the shares of Company Stock. The Participant shall pay the exercise price (i) in cash; (ii) with
the approval of the Committee, by delivering shares of Company Stock, which shall be valued at
their fair market value on the date of delivery, or by attestation (on a form prescribed by the
Committee) to ownership of shares of Company Stock having a fair market value on the date of
exercise equal to the exercise price; (iii) by payment through a broker in accordance with
procedures permitted by Regulation T of the Federal Reserve Board; or (iv) by such other
method as the Committee may approve, to the extent permitted by applicable law. The
Committee may impose from time to time such limitations as it deems appropriate on the use of
shares of Company Stock to exercise the Option.

(b) The obligation of the Company to deliver shares of Company Stock upon exercise
of the Option shall be subject to all applicable laws, rules, and regulations and such approvals by
governmental agencies as may be deemed appropriate by the Committee, including such actions
as Company counsel shall deem necessary or appropriate to comply with relevant securities laws
and regulations. The Company may require that the Participant (or other person exercising the
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Option after the Participant's death) represent that the Participant is purchasing the shares of
Company Stock for the Participant's own account and not with a view to or for sale in
connection with any distribution of the shares of Company Stock, or such other representation as
the Committee deems appropriate.

(c) All obligations of the Company under this Grant shall be subject to the rights of
the Company as set forth in the Plan to withhold amounts required to be withheld for any taxes,
if applicable.

5. Change of Control. Except as set forth in Paragraph 2(c) of this Grant, the provisions of
the Plan applicable to a Change of Control shall apply to the Option, and, in the event of a
Change of Control, the Committee may take such actions as it deems appropriate pursuant to the
Plan.

6. Restrictions on Exercise. Except as the Committee may otherwise permit pursuant to the
Plan, only the Participant may exercise the Option during the Participant's lifetime and, after the
Participant's death, the Option shall be exercisable (subject to the limitations specified in the
Plan) solely by the legal representatives of the Participant, or by the person who acquires the
right to exercise the Option by will or by the laws of descent and distribution, to the extent that
the Option is exercisable pursuant to this Agreement.

7. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of
which is incorporated herein by reference, and in all respects shall be interpreted in accordance
with the Plan. The Grant and exercise of the Option are subject to interpretations, regulations
and determinations concerning the Plan established from time to time by the Committee in
accordance with the provisions of the Plan, including, but not limited to, provisions pertaining to
(i) rights and obligations with respect to withholding taxes, (ii) the registration, qualification or
listing of the shares of Company Stock, (iii) changes in capitalization of the Company, and (iv)
other requirements of applicable law. The Committee shall have the authority to interpret and
construe the Option pursuant to the terms of the Plan, and its decisions shall be conclusive as to
any questions arising hereunder. By accepting this Grant, the Participant agrees to be bound by
the terms of the Plan and the Grant and that all decisions arid determinations of the Committee
with respect to the Grant shall be final and binding on the Participant and the Participant's
beneficiaries.

8. Restrictions on Sale or Transfer of Shares.

(a) The Participant agrees that he or she shall not sell, transfer, pledge, donate, assign,
mortgage, hypothecate or otherwise encumber the shares of Company Stock underlying the
Option unless the shares of Company Stock are registered under the Securities Act of 1933, as
amended (the "Securities Act") or the Company is given an opinion of counsel reasonably
acceptable to the Company that such registration is not required under the Securities Act.

(b) As a condition to receive any shares of Company Stock upon the exercise of the
Option, the Participant agrees:

(i) to be bound by the Company's policies regarding the limitations on the
transfer of such shares, and understands that there may be certain times during the year
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that the Participant will be prohibited from selling, transferring, pledging, donating,
assigning, mortgaging, hypothecating or otherwise encumbering the shares; and

(ii) that 50% of the shares of Company Stock obtained by the Participant upon
the exercise of the Option shall not be tradeable until the Participant terminates
employment or service with the Employer.

9. No Employment or Other Rights. This Grant shall not confer upon the Participant any
right to be retained by or in the employ or service of the Employer and shall not interfere in any
way with the right of the Employer to terminate the Participant's employment or service at any
time. The right of the Employer to terminate at will the Participant's employment or service at
any time for any reason is specifically reserved.

10. No Stockholder Rights. Neither the Participant, nor any person entitled to exercise the
Participant's rights in the event of the Participant's death, shall have any of the rights and
privileges of a stockholder with respect to the shares of Company Stock subject to the Option,
until certificates for shares of Company Stock have been issued upon the exercise of the Option.

11. Assignment and Transfers. Except as the Committee may otherwise permit pursuant to
the Plan, the rights and interests of the Participant under this Grant may not be sold, assigned,
encumbered or otherwise transferred except, in the event of the death of the Participant, by will
or by the laws of descent and distribution. In the event of any attempt by the Participant to
alienate, assign, pledge, hypothecate, or otherwise dispose of the Option or any right hereunder,
except as provided for in this Grant, or in the event of the levy or any attachment, execution or
similar process upon the rights or interests hereby conferred, the Company may terminate the
Option by notice to the Participant, and the Option and all rights hereunder shall thereupon
become null and void. The rights and protections of the Company hereunder shall extend to any
successors or assigns of the Company and to the Company's parents, subsidiaries, and affiliates.
This Agreement may be assigned by the Company without the Participant's consent.

12. Effect on Other Benefits. The value of shares of Company Stock received upon exercise
of the Option shall not be considered eligible earnings for purposes of any other plans
maintained by the Company or the Employer. Neither shall such value be considered part of the
Participant's compensation for purposes of determining or calculating other benefits that are
based on compensation, such as life insurance.

13. Applicable Law. The validity, construction, interpretation and effect of this instrument
shall be governed by and construed in accordance with the laws of the State of Delaware,
without giving effect to the conflicts of laws provisions thereof.

14. Notice. Any notice to the Company provided for in this instrument shall be addressed to
the Company in care of the General Counsel at the Company's corporate headquarters, and any
notice to the Participant shall be addressed to such Participant at the current address shown on
the payroll records of the Employer, or to such other address as the Participant may designate to
the Employer in writing. Any notice shall be delivered by hand, sent by telecopy or enclosed in
a properly sealed envelope addressed as stated above, registered and deposited, postage prepaid,
in a post office regularly maintained by the United States Postal Service.
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to
execute this Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS COMPANY, INC.

By: Donald 1. Correll

Its: President and CEO
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AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

PERFORMANCE STOCK UNIT GRANT

This PERFORMANCE STOCK In\JIT GRANT, dated as of (the
"Date of Grant"), is delivered by American Water Works Company, Inc. (the "Company") to
_______ (the "Participant").

RECITALS

WHEREAS, the Committee (as defined in the American Water Works Company, Inc.
2007 Omnibus Equity Compensation Plan) has adopted a 2009 long-term incentive program
("2009 LTIP") pursuant to which designated employees will be granted equity awards (the
"Equity Award") for shares of Common Stock of the Company, par value $0.01 per share, (the
"Company Stock");

WHEREAS, the Equity Award is comprised of two separate grants, a nonqualified stock
option and a performance stock unit grant;

WHEREAS, the Committee has determined that the Participant is eligible to participate
in the 2009 LTIP and to grant the Participant an Equity Award under the 2009 LTIP; and

WHEREAS, the Committee has determined that the performance stock unit portion of the
Equity Award granted to the Participant pursuant to the 2009 LTIP shall be issued under the
American Water Works Company, Inc. 2007 Omnibus Equity Compensation Plan (the "Plan")
and the terms and conditions of such performance stock unit shall be memorialized in this grant
(the "Grant").

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby,
agree as follows:

1. Grant of Performance Stock Units. Subject to the terms and conditions set forth in this
Grant and the Plan, the Company hereby grants to the Participant performance stock
units (the "Performance Units"). The Performance Units are contingently awarded and will be
earned and distributable if and only to the extent that the performance goals and other conditions
set forth in this Grant are met. Each Performance Unit shall be a phantom right and shall be
equivalent to one share of Company Stock on the applicable payment date, as described in
Paragraph 5 below. The number of Performance Units set forth above is equal to the target
number of shares of Company Stock that the Participant will earn for 100% achievement of the
performance goals described in Paragraph 3 below (the "Target Award")

2. Performance Unit Account. The Company shall establish and maintain a Performance
Unit account as a bookkeeping account on its records (the "Performance Unit Account") for the
Participant and shall record in such Performance Unit Account the number of Performance Units
granted to the Participant. The Participant shall not have any interest in any fund or specific
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assets of the Company by reason of this grant or the Performance Unit Account established for
the Participant.

3. Performance Goals.

(a) Unless a Change of Control (as defined below) occurs prior to the end of the
Performance Period (as defined below), the distribution of the shares of Company Stock
attributable to the Performance Units is contingent upon achievement of the performance goals
described in subparagraph (b) below for the Performance Period and the Participant satisfying
the continuation of employment and service with the Employer (as defined in the Plan)
requirement described in Paragraph 4 below.

(b) The Company's Total Stockholder Return ("TSR") will be compared to the return
of the Dow Jones Utility Index (the "Index") over the Performance Period. The actual number of
Performance Units the Participant earns may be greater or less than the Target Award, or even
zero, based on the Company's TSR relative to the performance of the Index, as set forth below.
No Performance Units will be earned if the Company's TSR relative to the Index is below the
threshold level.

Level of Achievement Percentile Ranking Relative Percentage of Target Award
to Index Earned

Maximum 80% 150%

Target 65% 100%

Threshold 35% 50%

If actual performance is between measuring points, the number of Performance Units the
Participant earns will be interpolated.

(c) TSR represents Company Stock price performance and dividend accumulation
over the Performance Period. For purposes of this calculation, the initial Company Stock price
and the ending Company Stock price are determined using the 30-day average Company Stock
price for the first December 31 and the last December 31 of the Performance Period, as
applicable. The 30-day average Company Stock price is the average of the daily closing
Company Stock prices for the 15 trading days before and after the applicable December 31. To
determine Company Stock price performance, a dividend adjustment factor will be determined.
The dividend adjustment factor takes into account each per share dividend paid for the
Performance Period as well as the effect of any appreciation in Company Stock price by reason
of deeming the dividend to be reinvested in the Company Stock. TSR is determined by adjusting
the ending Company Stock price as determined above by the dividend adjustment factor and
comparing it to the initial Company Stock price. The initial Company Stock price is $ _
per share.
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(d) At the end of the Performance Period, the Committee will determine whether and
to what extent the performance goals have been met and the number of Performance Units the
Participant has earned, if any. Except as described in Paragraph 4 below, the Participant must be
employed by, or providing service to, the Employer on the last day of the Performance Period in
order to earn the Performance Units.

(e) If a Change of Control occurs prior to the end of the Performance Period, then the
Performance Period will end on the date of the Change of Control and the Performance Units
will be deemed earned at the target level as of the date of the Change of Control (the "Change of
Control Date"). For purposes of this Grant, the term "Change of Control" shall mean as such
term is defined in the Plan, except that a Change of Control shall not be deemed to have occurred
for purposes of this Grant unless the event constituting the Change of Control constitutes a
change in ownership or effective control ofthe Company, or in the ownership of a substantial
portion of the assets of the Company, within the meaning of section 409A of the Internal
Revenue Code of 1986, as amended (the "Code") and its corresponding regulations.

(f) For purposes of this Grant, the term "Performance Period" shall mean the three-
year period beginning on January 1, 2009 and ending December 31, 2011.

4. Termination of Employment or Service.

(a) If, at least one year after the beginning of the Performance Period, but prior to the
end of the Performance Period, the Participant ceases to be employed by, or provide service to,
the Employer on account of any reason other than a termination for Cause (as defined below),
the Participant will earn a pro-rata portion of the Performance Units, if the performance goals
and the requirements of this Grant are met as of the last day of the Performance Period. The
prorated portion will be determined as the number of Performance Units that would have been
earned if the Participant had remained employed through the last day of the Performance Period,
multiplied by a fraction, which fraction shall be equal to (i) 1/3, if the Participant's employment
or service with the Employer terminates on or after January 1,2010, but prior to January 1,2011;
(ii) 2/3, if the Participant's employment or service with the Employer terminates on or after
January 1,2011, but prior to January 1,2012; and (iii) 3/3, if the Participant's employment or
service terminates with the Employer on or after January 1, 2012. If the Participant ceases to be
employed by, or provide service to, the Employer for any reason other than on account of Cause,
the prorated number of Performance Units will be distributed in accordance with Paragraph 5.

(b) If at any time prior to the date the Performance Units are distributed in accordance
with Paragraph 5 the Participant's employment or service with the Employer is terminated on
account of Cause, all ofthe Performance Units subject to this Grant shall be immediately
forfeited and the Participant will not have any rights with respect to the distribution of any
portion of the Performance Units, irrespective of the level of achievement of the performance
goals. For purposes of this Grant, the term "Cause" shall mean a finding by the Committee that
the Participant (A) has breached his or her employment or service contract with the Employer, if
any; (B) has engaged in disloyalty to the Employer, including, without limitation, fraud,
embezzlement, theft, commission of a felony or proven dishonesty; (C) has disclosed trade
secrets or confidential information of the Employer to persons not entitled to receive such
information; (D) has breached any written noncompetition or nonsolicitation agreement between
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the Participant and the Employer; or (E) has engaged in such other behavior detrimental to the
interests of the Employer as the Committee determines.

5. Time and Form of Payment with Respect to Performance Units. Unless an election is
made pursuant to Paragraph 6 below, the Participant will receive a distribution with respect to
the Performance Units earned within seventy (70) days following the earlier of (i) January 1,
2012 (the "Distribution Date"), or (ii) the Change of Control Date. The Performance Units will
be distributed in shares of Company Stock, with each Performance Unit earned equivalent to one
share of Company Stock. Any Performance Units not earned because of the failure to attain the
performance goals will be forfeited.

6. Deferrals. The Participant may make an irrevocable election to defer the Distribution
Date (or further defer the Deferred Date (as defined below), if applicable) of all of the
Performance Units that are earned, plus dividend equivalents earned on such Performance Units
as described in Paragraph 7 below, to a later date, provided that (i) the election shall not take
effect until at least twelve (12) months after the date on which the election is made, (ii) the
deferred Distribution Date cannot be earlier than five (5) years from the original Distribution
Date under Paragraph 5 above (or five (5) years from the applicable Deferred Date, if a
subsequent deferral of a Deferred Date is being made), and (iii) the election must be made no
less than twelve (12) months prior to the date of the Distribution Date (twelve (12) months prior
to the previously applicable Deferred Date, if a subsequent deferral of a Deferred Date is being
made). To defer the Distribution Date, the Participant must elect to defer 100% of the
Performance Units, including corresponding dividend equivalents, earned by the Participant
under this Grant and complete the deferral election form provided to the Participant by the
Committee, in the form attached hereto as Exhibit A or as may subsequently modified in the
discretion of the Committee. If the Participant desires to make a further deferral, the Participant
must make such election on a separate form provided by the Committee for such purpose. Any
such election shall be made in accordance with section 409A of the Code and any corresponding
guidance and regulations issued under section 409A of the Code. Notwithstanding a
Participant's election pursuant to this Paragraph, if the Change of Control Date occurs prior to
the Deferred Date, the distribution of the Participant's earned Performance Units, plus
corresponding dividend equivalents, will be the Change of Control Date. If a Distribution Date
is delayed one or more times pursuant to this Paragraph 6, the new Distribution Date shall be
referred to as the "Deferred Date."

7. Dividend Equivalents. Until the earlier of the Distribution Date (or the Deferred Date, if
elected) or the Change of Control Date, if any dividends are declared with respect to the shares
of Company Stock, the Company shall credit to a dividend equivalent account (the "Dividend
Equivalent Account") the value of the dividends that would have been distributed if the
Performance Units credited to the Participant's Performance Unit Account at the time of the
declaration of the dividend were shares of Company Stock. At the same time that the
Performance Units are converted to shares of Company Stock and distributed to the Participant,
the Company shall pay to the Participant a lump sum cash payment equal to the value ofthe
dividends credited to the Participant's Dividend Equivalent Account; provided, however, that
any dividends that were credited to the Participant's Dividend Equivalent Account that are
attributable to Performance Units that have been forfeited as provided in Paragraph 3 and 4
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above shall be forfeited and not payable to the Participant. No interest shall accrue on any
dividend equivalents credited to the Participant's Dividend Equivalent Account.

8. Change of Control. Except as set forth above, the provisions set forth in the Plan
applicable to a Change of Control (as defined in the Plan) shall apply to the Performance Units,
and, in the event of a Change of Control, the Committee may take such actions as it deems
appropriate pursuant to the Plan and is consistent with the requirements of section 409A of the
Code.

9. Acknowledgment by Participant. By accepting this Grant, the Participant acknowledges
that with respect to any right to distribution pursuant to this Grant, the Participant is and shall be
an unsecured general creditor of the Company without any preference as against other unsecured
general creditors ofthe Company, and the Participant hereby covenants for himself or herself,
and anyone at any time claiming through or under the Participant, not to claim any such
preference, and hereby disclaims and waives any such preference which may at any time be at
issue, to the fullest extent permitted by applicable law. The Participant also hereby agrees to be
bound by the terms and conditions of the Plan and this Grant. The Participant further agrees to
be bound by the determinations and decisions of the Committee with respect to this Grant and
the Plan and the Participant's rights to benefits under this Grant and the Plan, and agrees that all
such determinations and decisions of the Committee shall be binding on the Participant, his or
her beneficiaries and any other person having or claiming an interest under this Grant and the
Plan on behalf of the Participant.

10. Restrictions on Issuance or Transfer of Shares of Company Stock.

(a) The obligation of the Company to deliver shares of Company Stock upon the
Participant earning the Performance Units shall be subject to the condition that if at any time the
Committee shall determine in its discretion that the listing, registration or qualification of the
shares of Company Stock upon any securities exchange or under any state or federal law, or the
consent or approval of any governmental regulatory body is necessary or desirable as a condition
of, or in connection with, the issuance of shares of Company Stock, the shares of Company
Stock may not be issued in whole or in part unless such listing, registration, qualification,
consent or approval shall have been effected or obtained free of any conditions not acceptable to
the Committee. The issuance of shares of Company Stock and the payment of cash to the
Participant pursuant to this Grant is subject to any applicable taxes and other laws or regulations
of the United States or of any state having jurisdiction thereof.

(b) As a condition to receive any shares of Company upon conversion of the earned
Performance Units, the Participant agrees:

(i) to be bound by the Company's policies regarding the limitations on the
transfer of such shares, and understands that there may be certain times during the year
that the Participant will be prohibited from selling, transferring, pledging, donating,
assigning, mortgaging, hypothecating or otherwise encumbering the shares; and
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(ii) that 50% of the shares of Company Stock earned by the Participant upon
the distribution of the Performance Units pursuant to this Grant shall not be tradable until
the Participant terminates employment or service with the Employer.

11. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of
which are incorporated herein by reference, and in all respects shall be interpreted in accordance
with the Plan. In the event of any contradiction, distinction or difference between this Grant and
the terms of the Plan, the terms ofthe Plan will control. Except as otherwise defined in this
Grant, capitalized terms used in this Grant shall have the meanings set forth in the Plan. This
Grant is subject to the interpretations, regulations and determinations concerning the Plan
established from time to time by the Committee in accordance with the provisions of the Plan,
including, but not limited to, provisions pertaining to (i) rights and obligations with respect to
withholding taxes, (ii) the registration, qualification or listing of the shares of Company Stock,
(iii) changes in capitalization of the Company, and (iv) other requirements of applicable law.
The Committee shall have the authority to interpret and construe this grant pursuant to the terms
of the Plan, its decisions shall be conclusive as to any questions arising hereunder and the
Participant's acceptance of this Grant is the Participant's agreement to be bound by the
interpretations and decisions of the Committee with respect to this Grant and the Plan.

12. No Rights as Stockholder. The Participant shall not have any rights as a stockholder of
the Company, including the right to any cash dividends (except as provided in Paragraph 7), or
the right to vote, with respect to any Performance Units.

13. No Rights to Continued Employment or Service. This Grant shall not confer upon the
Participant any right to be retained in the employment or service of the Employer and shall not
interfere in any way with the right of the Employer to terminate the Participant's employment or
service at any time. The right of the Employer to terminate at will the Participant's employment
or service at any time for any reason is specifically reserved.

14. Assignment and Transfers. No Performance Units or dividend equivalents awarded to
the Participant under this Grant may be transferred, assigned, pledged, or encumbered by the
Participant and the Performance Units and dividend equivalents shall be distributed during the
lifetime of the Participant only for the benefit of the Participant. Any attempt to transfer, assign,
pledge, or encumber the Performance Units or dividend equivalents under this Grant by the
Participant shall be null, void and without effect. The rights and protections of the Company
hereunder shall extend to any successors or assigns of the Company. This Grant may be
assigned by the Company without the Participant's consent.

15. Withholding. The Participant shall be required to pay to the Employer, or make other
arrangements satisfactory to the Employer to provide for the payment of, any federal, state, local
or other taxes that the Employer is required to withhold with respect to the grant, vesting and
distribution of the Performance Units and dividend equivalents. Any tax withholding obligation
of the Employer with respect to the distribution of shares of Company Stock pursuant to the
Performance Units that are earned by the Participant under this Grant shall be satisfied by having
shares of Company Stock withheld up to an amount that does not exceed the minimum
applicable withholding tax rate for federal (including FICA), state, local and other tax liabilities.
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16. Effect on Other Benefits. The value of shares of Company Stock and dividend
equivalents distributed with respect to the Performance Units shall not be considered eligible
earnings for purposes of any other plans maintained by the Company or the Employer. Neither
shall such value be considered part of the Participant's compensation for purposes of
determining or calculating other benefits that are based on compensation, such as life insurance.

17. Applicable Law. The validity, construction, interpretation and effect of this Grant shall
be governed by and construed in accordance with the laws of the State of Delaware, without
giving effect to the conflicts of laws provisions thereof.

18. Notice. Any notice to the Company provided for in this instrument shall be addressed to
the Company in care of the General Counsel at the Company's corporate headquarters, and any
notice to the Participant shall be addressed to such Participant at the current address shown on
the payroll records of the Employer, or to such other address as the Participant may designate to
the Employer in writing. Any notice shall be delivered by hand, sent by telecopy or enclosed in
a properly sealed envelope addressed as stated above, registered and deposited, postage prepaid,
in a post office regularly maintained by the United States Postal Service.

19. Section 409A of the Code.

(a) As applicable, this Grant is intended to comply with the requirements of section
409A of the Code and shall be interpreted and administered to avoid any penalty sanctions under
section 409A of the Code. If any distribution cannot be provided or made at the time specified
herein or as elected by the Participant, then such distribution shall be provided in full at the
earliest time thereafter when such sanctions cannot be imposed. Unless a valid election is made
pursuant to Paragraph 6 above, in no event may the Participant designate the calendar year of
distribution.

(b) Notwithstanding any provision to the contrary in this Grant, if any of the
distributions under this Grant constitute deferred compensation subject to the requirements of
section 409A of the Code and such amounts are payable to the Participant upon "separation from
service" (within the meaning of section 409A(a)(2)(a)(i) ofthe Code and its corresponding
regulations) from the Employer, then if at the time of the Participant's separation from service
the Participant is a "specified employee" (as such term is defined in section 409A(2)(B)(i) of the
Code and its corresponding regulations) as determined by the Company (or any successor
thereto) in its sole discretion in accordance with its specified employee determination policy,
then all distributions to the Participant pursuant to this Grant shall be postponed for a period of
six (6) months following the Participant's separation from service from the Employer. The
postponed amounts shall be distributed to the Participant in a lump sum within thirty (30) days
after the date that is six (6) months following the Participant's separation from service from the
Employer, and any amounts distributable to the Participant after the expiration of such six (6)
month period under this Grant shall continue to be distributed to the Participant in accordance
with the terms of this Grant. If the Participant dies during such six-month period and prior to the
distribution of the postponed amounts hereunder, the amounts delayed on account of section
409A of the Code shall be distributed to the personal representative of the Participant's estate
within sixty (60) days after the date of the Participant's death, and any amounts not delayed shall
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be distributed to the personal representative of the Participant's estate in accordance with the
terms of this Grant.

[SIGNATURE PAGE FOLLOWSj
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to
execute this Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS COMPANY, INC.

By: Donald L. Correll

Its: President and CEO
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EXHIBIT A

SUBSEQUENT DEFERRAL ELECTION FORM

PART A. TIME OF DISTRIBUTION

I, , (the "Participant") hereby irrevocably elect to have all of the Performance Units, plus
corresponding dividend equivalents, (the "Deferred Units") that I earn under my Performance Stock Unit
Grant, dated as of __,200_, (the "Grant") under the American Water Works Company,
Inc. 2007 Omnibus Equity Compensation Plan (the "Plan") that would have been distributed by American
Water Works Company, Inc. to me on the Distribution Date (as defined in the Grant), instead be
distributed to me on the deferred date designated below (the "Deferred Date"), which date must be at least
five (5) years later than the Distribution Date, and this election is at least twelve (12) months prior to the
Distribution Date (to make this deferral election you must defer all of the Performance Units you earn
under the Agreement, plus corresponding dividend equivalents, meaning there is no partial deferral):

Nurn ber of Earned Original Distribution Date Deferred Date
Phantom Units, and (Election Must Be Made at (Must be a calendar year that is

Dividend Least 12 Months Prior to the at least five years later than the
Equivalents, to be Distribution Date) Original Distribution Date)
Further Deferred

(All Must Be
Deferred)

100% January 1,2012

PART B. ACKNOWLEDGMENT

I understand and expressly agree that (i) the Deferred Date for the Deferred Units shall be the date I
specified in Part A above (which is a date that is at least five (5) years later than the original Distribution
Date), and (ii) I will not be entitled to receive distribution of the Deferred Units on an earlier date, except
in the event the Change of Control Date (as defined in the Grant) occurs prior to the Deferred Date. I also
understand and expressly agree that this deferral election is irrevocable, is being made at least twelve (12)
months prior to the original Distribution Date, and shall not take effect until twelve (12) months after the
date on which I make this election. Lastly, I understand and agree that this deferral election applies to
100% of the Phantom Units, and corresponding dividend equivalents, that I earn under the Grant.

PARTICIPANT SIGNATURE

Participant: _

Receipt Acknowledged:

By: _

Title:--------

DBI/62501320.7 A-I

Date:------

Date:--------
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*AMERICAN WATER
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This guide provides an overview ofyour 2010 equity awards granted to you under the American
Water Works Company, Inc. (American Water) 2007 Omnibus Equity Compensation Plan. The
Equity Award -a key component ofyour American Water compensation package -promotes the
achievement ofthe Company's long-term, strategic business objectives. Read this guide to learn
about Equity Awards and how they reward you for contributing to American Water's financial
success.

Equity Award Highlights

• Certain American Water employees are eligible for Equity Award grants. This brochure
applies to ML I to LOS employees.

• Each grant is a combination of 40% non-qualified stock options (stock options) and 40%
performance stock units (PSUs) based on total shareholder return (TSR); 20% PSUs based on
internal goals.

• Options vest 33.3% each on January 1,2011, January 1,2012 and January 1,2013.

Once vested, you may purchase (or "exercise") your options.
An option's value is the difference between (a) the exercise price, versus (b) the market
price of American Water's stock at the time you exercise the option.
Options expire December 31, 2016.

• You earn a right to your PSU award in three installments (33.3% each installment) on
January I of 2011,2012 and 2013.

Awards are distributed in early 2013, based on company performance over the three-year
performance period

AN OVERVIEW OF THE EQUITY AWARD

You have been granted a 2010 Equity Award in connection with American Water common stock.
Your award is determined by the Compensation Committee of the American Water Board of
Directors ("the Committee") and based on management level.

The Amount of Your Award Grant

Your award grant amount is based on a percentage ofyour base salary, granted in the form of equity
in the Company: 40% of the value in stock options, 40% of the value in PSUs based on TSRs, and
20% value in PSUs based on internal performance goals.

The following illustrates a possible award under the 2010 grant for an employee.

1

Assumptions

• Dollar Value

• Option Value
• PSU Average Value

2010 Grant

$30,000
$4.00 per share
$21.00 per share

2010 Award Grant
• Total Dollar Value

- Number ofoptions (dollar value)
- Number of PSUs (dollar value)

$29,997
3,000 options ($12,000)

857 PSUs ($17,997)

NOTE: All values shown are illustrative only.
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An Award Based on American Water's Success

As a publicly-held company, American Water has a responsibility to its shareholders to drive long
term success and increase the value of American Water stock.

The Equity Award provides opportunities for rewards based on long-term performance, and allows
you to share in our success. The 2010 award includes a performance-based stock component, which
awards shares based on American Water's Total Shareholder Return (TSR) ranking among peer
companies in the Dow Jones U.S. Utilities Index as well as performance stock units based on our
company's internal metrics. This design aligns more closely with the market and helps keep
American Water competitive with our peers in the utilities industry.

REMINDER: All employees and directors are subject to theCompany's Insider Trading Policy. Before
exercising anyoptions youmustreview theCompany's Insider Trading Policy. Inaddition, under the
Insider Trading Policy, certain persons (Section 16and Restricted Individuals) are subject to more
extensive requirements, including the affirmative obligation to "pre-clear" anyproposed purchase or
sale of Company securities with the CFO, General Counsel, or inside SEC Counsel.

If you have anyquestions about the Insider Trading Policy and pre-clearance process, please call
Securities Paralegal (856-346-8257) or SEC Counsel (856-309-4589).

ABOUT OPTIONS AND PERFORMANCE STOCK UNITS

The following sections describe how the options and PSUs granted to you vest and are
distributed.

Stock Options

• 40% ofEquity Award
• Exercise price is the closing price on the date ofgrant
• Options vest 33.3% each on January 1 of2011,2012

and 2013. Options are 100% vested as ofJanuary 1,
2013.

A stock option is your
right to purchase a share
of American Water stock
at the exercise price, once
vested, for a set period of
time.

A stock option gives you the right to purchase a share of American Water stock at an "exercise price"
for a set period of time.

The number of options you are granted is based on the monetary value of your option award and the
Black-Scholes value for an option on the date of the grant.

Vesting

Your options vest 33.3% each on January I of 2011,2012 and 2013. You may purchase (or
"exercise") your options, once they are vested, until their December 31,2016 expiration date. You
forfeit all rights to the options if you do not take action by the expiration date.

33.3%
Exercise Period

Exercise Period
33.3% Exercise Period
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The Value of Your Options

The value of your options depends on American Water's stock performance in the future. This
means they mayor may not have value at the time they expire. The greater the increase in American
Water's market price, the greater the value of your award.

The value you receive is the difference between (a) the exercise price, and (b) the market price ofthe
stock at the time you exercise your options.

You will benefit ifthe market price of American Water's stock at exercise is greater than its exercise
price on the date of the grant. However, if the market price at exercise is lower than the exercise
price, you will not obtain any value from exercising the option.

Exercising Your Options

You may choose to exercise all or a portion of your vested stock options before the exercise period
ends on December 31, 2016. When you are ready to exercise your options, contact E*TRADE at
www.etrade.com or at 1-800-838-0908. (See "Managing Your 2010 Equity Award" on page 7 for
more information.)

You may exercise your options using any of the following methods:

1. Cash. You can exercise your options and buy the shares with money from personal funds to
cover the exercise price, taxes and transaction fees.

2. Exercise and sell. You can exercise your options by either (a) selling just enough stock to cover
the exercise price, taxes and transaction fees; or (b) selling additional shares to cover the exercise
price, taxes and fees and receive the net proceeds in cash.

3. Stock swap. You can instruct E*TRADE to use shares of American Water common stock you
currently own to fund the exercise of your stock options, provided that it is approved by the
Committee.
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Example

Let'sassume you are awarded 3,000 stockoptions.. The options vestin three installments: 33.3% each onJanuary 1 of 2011, 2012 and 2013.

• Y<lU exercise the first vested installment onJune 1,2012 (market price =$23 pershare), thesecond
v~~~edjnstallment on April1,2015 (market price =$26 pershare) and thethirdvested installment on
Juiyl, 2016 (market price =$30 pershare).

Number Future Value Amount You
Options of When You Pay to YourPre-
Awarded Options Vesting Exercise Exercise your Exercise Fees taxGain at
in 2010 Vested Date Date Options' Options Charged2 Exercise

Jan. 1, June 1, $23,000 $21,000 Determined
1,000 2011 2012 (1,000x$23) (1,000x$21.00) by E*TRADE $2,000

3,000 Jan. 1, Apr. 1, $26,000 $21,000 Determined
1,000 2012 2015 (1,000x$26) (1,000x$21.00) by E*TRADE $5,000

Jan.1, July 1, $30,000 $21,000 Determined
1,000 2013 2016 (1,000x$30) (1,OOOx$21.00) by E*TRADE $9,000

2

You can exercise your vested options until December 31, 2016, subject to employment requirements as
defined by the plan.

Costs andfees associated with exercising your stock options will be determined by E*TRADE.

A Performance
Stock Unit is an award
that represents a
"notional" share of
American Water stock.

Performance Stock Units

• 40% ofEquity Award - Total Shareholder Return
• 20% ofEquity Award -Internal Performance Goals
• You earn a right to your PSUs in three installments

(33.3% each) on January 1 of2011, 2012 and 2013.
Awarded shares are determined based on Company
performance and paid in early 2013

• Actual awards may range from 0% to 175% oftarget based on performance

A PSU gives you the right to receive one share of American Water common stock without paying an
exercise price. So, you benefit by receiving actual shares of American Water stock - after the end
of the three-year performance period.

Unlike stock options, which are valued based on the appreciation of the stock after the grant date,
PSUs represent the total value of the stock at the time you earn a right to receive it. This means that
PSUs have value even if the stock price falls after the date you receive your award.

You earn a right to your PSUs in three installments (33.3% each) on January 1,2011, January 1,
2012, and January 1,2013. However, your shares are not awarded to you until after the three-year
performance period ends on January 1, 2013. The number of shares that are actually awarded
depends on Company performance against specific metrics (see "Measuring Company Performance"
on page 5).

During the performance period, you do not actually own the shares, which means you do not have
voting rights and you cannot sell or transfer the units. If dividends are paid during the performance
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period, those dividends will accrue in a "notional" personal account until the end of the performance
period. You will then be paid in cash for any accrued dividends at the end of the performance period
based on the number of PSUs earned.

After the end of the three-year performance period, you can hold or sell your shares - the choice is
yours. Unlike options, the shares never expire so there is no time limit associated with them. If you
choose to sell the shares, you will receive the current market price at the time of sale.

PSUs Based on Total Shareholder Return (TSR)

To determine the final payout for the PSUs based on Total Shareholder Return (TSR) at the end of
the three-year performance period, the Company uses American Water's rank relative to the other
companies in the Dow Jones U.S. Utility Index.

The Company's TSR performance is assessed using a percentile ranking approach, as follows:

American Water's Rank on TSR Relative to the I
Dow Jones U.S. UtilityIndex Payout Factor

35th Percentile 35%
50th Percentile 100%
90th Percentile 175%

TSR is calculated as:

Change in share price over thethree-year performance period
Plus

Dividends paid over thethree-year period
Divided by

American Water's average share price at thebeginning of theperiod

Example

Let's' ureceive 571PSUs ($30,000 Dollar Value x 40% Award I $21.00) onthe
grant date. .'.

• The PS IIments: 33.3% each onJanuary 1,of 2011, 2012 and
2013:nuary 1;2013.

• Attheend of thethree-year performance period, American Water's TSR performance is
ranked at the50th percentile relative to the Dow Jones U.S. Utilities Index

Total Number of Date TSR Percentile Total Shares Awarded at
PSUs PSUs Vested Earned Ranking Relative To end of Three-Year

Granted Dow Jones U.S. Performance Period
in 2010 Utilities Index At End

ofThree-Year
Performance Period

190 Jan. 1,2011
57150th percentileJan. 1,2012

Jan. 1,2013
190
191~-----L__-'-----_----L-"--'-'--'--'~~-=----C ---L- ---J

Ifyou decide to sell your awarded shares and the market price at the time of sale is $30 per
share, you would receive $17,130 from the sale-minus taxes and applicable fees.
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PSUs Based in Internal Performance Goals

20% - Based on Internal Performance Goals (See Grant Agreement)
• Compounded Earnings per Share ("EPS) Growth (25%)
• Operational Efficiency Improvement (50%)
• Increase In Population Served (25%)

Deferring Your Awarded Shares

You may elect to defer receiving all of your awarded shares until after the scheduled distribution
date, provided you make the election by December 31,2011.

See your PSU grant agreements for details.

Timing and Distribution of Award

The following is a timeline of key events for the stock option and PSU components of your grant:
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Driving Shareholder Value
You can make adifference. Think about the activities you perform on aday-to-day basis and
consider how you can improve quality, delivery and service orreduce operational costs. Your
contributions can help generate results that lead to significant rewards foryou, and success for
American Water.

As an American Water management employee and shareholder, you not only have the ability to
influence our day-to-day performance, you also share in the long-term rewards ofAmerican Water's
success if the value ofyour shares appreciates. Ofcourse there isno guarantee that the value of
the shares you own will appreciate. Depreciation invalue is possible as well.
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7

TAXATION OF EQUITY AWARDS

How Options are Taxed

Options are not taxed until you exercise them and/or sell the stock after an increase in value.

• At exercise. When you exercise your options (regardless of whether you sell the stock you
receive), you will owe ordinary income tax on the difference between the market price on the
date of grant and the market price of American Water's stock at the time you exercise. Your tax
liability is reported to the Internal Revenue Service by American Water payroll. This means that
in the example on page 4, you would owe taxes on $2,000* for the 2012 tax year, $5,000* for the
2015 tax year and $9,000* for the 2016 tax year.

*Your pre-tax gain at exercise.

• At sale of the shares. If you exercise your options, hold the stock for a period of time then later
sell the stock at a higher price than what you paid for it, you will owe capital gains tax. This tax
will be assessed on any additional appreciation on the market price of American Water's stock
between the time of exercise and the time of sale. (Note that these taxes are not reported to the
Internal Revenue Service by American Water, and that these taxes are in addition to the ordinary
income taxes incurred at each option exercise.)

Consult your personal tax advisor to Jearn more about your tax situation.

How PSUs are Taxed

You will not be responsible for any taxes when the PSUs are granted. However, you will owe
ordinary income tax, payable if earned based on performance, on the full value of the shares at the
end of the three-year performance period (unless the PSUs are deferred). American Water will
withhold a portion of your earned shares to cover the minimum required withholding for Federal
(including FICA), state, local and other tax liabilities. See your PSU grant agreements for details.

If you hold the shares received, you will owe capital gains tax for any additional share price
appreciation between the market price on the date the shares are received and the market price on the
date ofthe sale.

Consult your personal tax advisor to learn more about your tax situation.

MANAGING YOUR 2010 EQUITY AWARD

E*TRADE is the record keeper for the American Water Equity Awards. When you receive an Equity
Award grant, an Equity Award account is established on your behalf through E*TRADE. You can
manage your account online through www.etrade.com, or by phone at 1-800-838-0908.

Activating Your E*TRADE Account

Employees who received a prior equity award will be able to access the 2010 award using your
existing E*TRADE account. If this is your first year receiving an Equity Award, you will first need
to activate your E*TRADE account in order to access it. You will receive a packet of materials from
E*TRADE with instructions on how to activate your account. Ifyou do not activate your
E*TRADE account, you will not be able to access or manage your Equity Awards.

Once you've activated your account, go to www.etrade.com (or call E*TRADE at 1-800-838-0908)
to track vesting, conduct transactions and model the long-term value ofyour awards.
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TERMINATION PROVISIONS

Ifyou leave American
Water due to ... Then...

8

Death or totaldisability • With respect to stock options: Your unvested award becomes 100%
vested.

• With respect to PSUs: You oryour beneficiaries as designated in your
will are entitled to receive only the shares that you earned before the date
of your death ordisability. Those shares will be distributed atthe end of
the three-year performance period.

• You forfeit your unvested options and unearned PSUs.Voluntary or
involuntary resignation,
or termination for
cause (including
normal and/or early
retirement

----',.-;~-~~--l-----------~~=

6~~pt~oL(C1C)

• Unvested options become 100% vested; and you earn the right toany previously unearned PSUs.

FOR MORE INFORMATION

If you still have uestions about the American Water Equity Awards, contact:

Debbie Krauss-Kelleher

Dan Shallow

E*TRADE

856-346-8295

856-346-8285

1-800-838-0908
www.etrade.com

GENERAL QUESTIONS AND ANSWERS

Question I Answer
Who is eligible for Equity Certain employees are eligible for Equity Award grants. This brochure
Awards? applies to ML1-L05 employees.

How do I exercise mystock Contact E*TRADE atwww.etrade.com or1-800-838-0908 for
options? information on exercising your stock options.

When willi receive theshares Although you earn your PSUs in three installments of33.3% each on
earned under myPSU grant? January 1of2011, 2012 and 2013, you will not receive any ofyour

earned shares until the end ofthe three-year performance period
(provided threshold performance levels forthe performance period have
been achieved).

Can I give myEquity Award to No. Your awards are granted toyou and they cannot be transferred to
another person? another individual.

What does it mean to own a Owning ashare means you own a part ofAmerican Water. This means
share of American Water that you have voting rights and receive dividends along with other
stock? shareholders.
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GLOSSARY OF TERMS

Term Definition
Black-Scholes An internationally-recognized mathematical valuation model used tovalue stock
Valuation options, which incorporates various types of inputs (such as the stock volatility

and interest rates). We use this formula toestablish the value ofoption grants.
The use ofthis model for this purpose is consistent with standard market practice.

Board The Board of Directors ofAmerican Water Works Company.

Common Stock Units ofownership ofacorporation.

Equity Awards that are linked toAmerican Water's share price.

Exercise The transaction in which you sell your vested options tobuy shares ofAmerican
Water common stock.

Exercise date The date on which you buy actual shares ofAmerican Water common stock at
the market price on the date ofgrant. Following exercise, you may decide to
keep orsell the shares.

Exercise period The period during which you may exercise your vested options under the grant.

I

The exercise period for the 2010 grant ends December 31, 2016.

Exercise price The fixed price for which an option holder may purchase asingle share of
American Water common stock after the options become vested.

Grant The awarding ofaspecified number ofoptions orPerformance Stock Units.

Performance period The three-year period from January 1,2010 through December 31,2012.

Performance Stock Performance Stock Units (PSUs) are "notional" shares ofcompany stock. Atthe
Unit end of the three-year performance period, PSUs will convert toactual shares of

American Water common stock based on Company performance. Their value will
depend on the market value ofthe stock atthat time.

PSU grant agreement Your American Water Works Company, Inc. 2007 Omnibus Equity Compensation
Plan Performance Stock Unit Grant agreements.

lVIarket price The price atwhich American Water shares trade on the stock market.

Stock option Your right to purchase shares ofAmerican Water stock atthe exercise price, on
orafter vesting, durinq the exercise period - provided you continue to be
employed by American Water.

Stock option grant Your American Water Works Company, Inc. 2007 Omnibus Equity Compensation
agreement Plan Nonqualified Stock Option Grant agreement.

I Total disability You are considered to have a"total disability" as determined by the Social
Security Administration.
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Term Definition

10

Total Shareholder
Return (TSR)

Vesting

Vesting period

(Referred toas the
"Service Date" in the
grantagreements)

TSR equals:

Change in share price over the three-year performance period; PLUS

Dividends paid over the three-year period; DIVIDED BY
The share price atthe beginning ofthe period.*

*American Water uses an average stock price atthe beginning and end of the
performance period tocalculate TSR.

Becoming entitled toall ora portion ofan Equity Award.

• With respect tostock options, the period oftime that must elapse before
options can be used to buy shares ofAmerican Water common stock.*

• With respect toPerformance Stock Units (PSUs), the period of time that must
elapse before you have earned the right to the PSUs.* The PSUs will not be
converted into shares and distributed until the end ofthe three-year
performance period (ifearned based on performance).

*Provided you continue tobe employed byAmerican Water.

REMINDER: All employees and directors are subject to the Company's Insider Trading
Policy. Before selling (or buying) any Company securities you must review the Company's
Insider Trading Policy. In addition, under the Insider Trading Policy, certain persons
(Section 16 and Restricted Individuals) are subject to more extensive requirements,
including the affirmative obligation to "pre-clear" any proposed purchase or sale of
Company securities with the CFO, General Counsel, or inside SEC Counsel.

If you have any questions about the Insider Trading Policy and pre-clearance process,
please call Securities Paralegal (856-346-8257) or SEC Counsel (856-309-4589).

The discussion of certain federal incometax effects in this brochure is a summary only. Please refer to the
Internal Revenue Code for acomplete statement of all relevant federal tax provisions. We recommend that
holders of American Water stockoptions and/or Performance Share Units consult theirtax advisor.

The Company's policies, procedures and benefits, including (without limitation) those covered in this
brochure, aswell aswages and all otherterms and conditions of employment, are subject to change, revision
or deletion by the Company at any time. Thismay bedone without consulting or obtaining agreement from
anyone.

Thisbrochure is intended to provide asummary of yourAmerican Water Equity Awards. All Equity Awards
are subject to the terms and conditions of theAmerican Water Works Company, Inc. 2007 Omnibus Equity
Compensation Plan (the i'Plan") and theEquity Award grant agreements under which they are issued. In the
event of anyconflictbetw.een theterms ofyourEquity Award grant agreements, the Plan and this brochure,
theterms ofth~grant agre~roents ~l)q the PI(l1l wUtgovern.
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AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

NON QUALIFIED STOCK OPTION GRANT

This STOCK OPTION GRANT, dated as of _,2010, (the "Date of Grant") is
delivered by American Water Works Company, Inc. (the "Company") to (the
"Participant").

RECITALS

WHEREAS, the Committee (as defined in the American Water Works Company, Inc.
2007 Omnibus Equity Compensation Plan) has adopted a 2010 Long Term Incentive Plan ("2010
LTIP") pursuant to which designated employees will be granted equity awards (collectively, the
"Equity Award") for shares of Common Stock of the Company, par value $0.01 per share, (the
"Company Stock");

WHEREAS, the Equity Award is comprised of four separate grants, a nonqualified stock
option and three performance stock unit grants;

WHEREAS, the Committee has determined that the Participant is eligible to participate
in the 2010 LTIP and to grant the Participant an Equity Award under the 2010 LTIP; and

WHEREAS, the Committee has determined that the nonqualified stock option portion of
the Equity Award granted to the Participant pursuant to the 2010 LTIP shall be issued under the
American Water Works Company, Inc. 2007 Omnibus Equity Compensation Plan (the "Plan"),
and the terms and conditions of such nonqualified stock option shall be memorialized in this
grant (the "Grant").

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby,
agree as follows:

1. Grant of Option. Subject to the terms and conditions set forth in this Grant and in the
Plan, the Company hereby grants to the Participant a nonqualified stock option (the "Option") to
purchase shares of Company Stock, at an exercise price of $ per share
of Company Stock.

2. Exercisability of Option.

(a) Except as provided in subparagraphs (b) or (c) below, the Option shall become
exercisable on the following dates, if the Participant continues to be employed by, or providing
service to, the Employer (as defined in the Plan) from the Date of Grant through the applicable
date:

DBl/64426161.4
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Date

January 1,2011

January 1,2012

January 1,2013

Shares for Which the Option is Exercisable

1/3

1/3

1/3

The exercisability of the Option is cumulative, but shall not exceed 100% of the shares of
Company Stock subject to the Option. If the foregoing schedule would produce fractional shares
of Company Stock, the number of shares of Company Stock for which the Option becomes
exercisable shall be rounded down to the nearest whole share of Company Stock. The Option
shall become fully exercisable on January 1,2013, if the Participant is employed by, or providing
service to, the Employer on such date.

(b) If at any time prior to the date the Participant's Option becomes exercisable as
described in subparagraph (a) above, the Participant's employment or service with the Employer
is terminated on account of death or Total Disability (as defined below), the Option shall become
fully exercisable on the date of the Participant's termination of employment or service with the
Employer on account of death or Total Disability. For purposes of this Grant, the term "Total
Disability" shall mean that the Participant has been determined to be totally disabled by the
Social Security Administration.

(c) If a Change of Control (as defined in the Plan) occurs while the Participant is
employed by or providing service to the Employer, then the Option shall become fully
exercisable as of the date of the Change of Control.

3. Term of Option.

(a) The Option shall have a term from the Date of Grant through December 31, 2016,
and shall terminate at the expiration of that period, unless it is terminated at an earlier date
pursuant to the provisions of this Grant or the Plan.

(b) The Option shall automatically terminate upon the happening of the first of the
following events:

(i) If the Participant's employment or service with the Employer terminates
on account of death or Total Disability, the expiration of the one year period following
the date of the Participant's termination of employment or service on account of death or
Total Disability.

(ii) Ifthe Participant's employment or service with the Employer terminates
on account of Normal Retirement (as defined below), the expiration of the one year
period following the date of the Participant's termination of employment or service on
account ofNormal Retirement. For purposes of this Grant, the term "Normal
Retirement" shall mean, at the time of the Participant's termination of employment or
service with the Employer, that the Participant has attained both (A) at least age 55, and
(B) total years of employment and service with the Employer equals or exceeds 10.

DB1/64426161.4 -2-
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(iii) If the Participant's employment or service with the Employer terminates
for any reason other than on account of Cause (as defined below), Normal Retirement,
death or Total Disability, the expiration of the ninety (90) day period following the date
of the Participant's termination of employment or service for any reason other than on
account of termination for Cause, death, Total Disability or Normal Retirement.

(iv) The date on which the Participant ceases to be employed by, or provide
service to, the Employer for Cause. In addition, notwithstanding the prior provisions of
this Paragraph 3, if the Participant engages in conduct that constitutes Cause after the
Participant's employment or service terminates, the Option shall immediately terminate.
For purposes of this Grant, the term "Cause" shall mean a finding by the Committee that
the Participant (A) has breached his or her employment or service contract with the
Employer, if any; (B) has engaged in disloyalty to the Employer, including, without
limitation, fraud, embezzlement, theft, commission of a felony or proven dishonesty; (C)
has disclosed trade secrets or confidential information of the Employer to persons not
entitled to receive such information; (D) has breached any written noncompetition or
nonsolicitation agreement between the Participant and the Employer; or (E) has engaged
in such other behavior detrimental to the interests of the Employer as the Committee
determines.

Notwithstanding the foregoing, in no event may the Option be exercised after December 31,
2016. Any portion of the Option that is not exercisable at the time the Participant ceases to be
employed by, or provide service to, the Employer shall immediately terminate.

4. Exercise Procedures.

(a) Subject to the provisions of Paragraphs 2 and 3 above, the Participant may
exercise part or all of the exercisable portion ofthe Option by giving the Company written notice
of intent to exercise in the manner provided in this Grant, specifying the number of shares of
Company Stock as to which the Option is to be exercised and the method of payment. Payment
of the exercise price shall be made in accordance with procedures established by the Committee
from time to time based on the type of payment being made but, in any event, prior to issuance
of the shares of Company Stock. The Participant shall pay the exercise price (i) in cash; (ii) with
the approval of the Committee, by delivering shares of Company Stock, which shall be valued at
their fair market value on the date of delivery, or by attestation (on a form prescribed by the
Committee) to ownership of shares of Company Stock having a fair market value on the date of
exercise, equal to the exercise price; (iii) by payment through a broker in accordance with
procedures permitted by Regulation T of the Federal Reserve Board; or (iv) by such other
method as the Committee may approve, to the extent permitted by applicable law. The
Committee may impose from time to time such limitations as it deems appropriate on the use of
shares of Company Stock to exercise the Option.

(b) The obligation of the Company to deliver shares of Company Stock upon exercise
of the Option shall be subject to all applicable laws, rules, and regulations and such approvals by
governmental agencies as may be deemed appropriate by the Committee, including such actions
as Company counsel shall deem necessary or appropriate to comply with relevant securities laws
and regulations. The Company may require that the Participant (or other person exercising the
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Option after the Participant's death) represent that the Participant is purchasing the shares of
Company Stock for the Participant's own account and not with a view to, or for sale in
connection with, any distribution of the shares of Company Stock, or such other representations
as the Committee deems appropriate.

(c) All obligations ofthe Company under this Grant shall be subject to the rights of
the Company as set forth in the Plan to withhold amounts required to be withheld for any taxes,
if applicable.

5. Change of Control. Except as set forth in Paragraph 2(c) of this Grant, the provisions of
the Plan applicable to a Change of Control shall apply to the Option, and, in the event of a
Change of Control, the Committee may take such actions as it deems appropriate pursuant to the
Plan.

6. Restrictions on Exercise. Except as the Committee may otherwise permit pursuant to the
Plan, only the Participant may exercise the Option during the Participant's lifetime and, after the
Participant's death, the Option shall be exercisable (subject to the limitations specified in the
Plan) solely by the legal representatives of the Participant, or by the person who acquires the
right to exercise the Option by will or by the laws of descent and distribution, to the extent that
the Option is exercisable pursuant to this Agreement.

7. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of
which are incorporated herein by reference, and in all respects shall be interpreted in accordance
with the Plan. The Grant and exercise ofthe Option are subject to interpretations, regulations
and determinations concerning the Plan established from time to time by the Committee in
accordance with the provisions of the Plan, including, but not limited to, provisions pertaining to
(i) rights and obligations with respect to withholding taxes, (ii) the registration, qualification or
listing of the shares of Company Stock, (iii) changes in capitalization ofthe Company, and (iv)
other requirements of applicable law. The Committee shall have the authority to interpret and
construe the Option pursuant to the terms of the Plan, and its decisions shall be conclusive as to
any questions arising hereunder. By accepting this Grant, the Participant agrees to be bound by
the terms of the Plan and the Grant and that all decisions and determinations of the Committee
with respect to the Grant shall be final and binding on the Participant and the Participant's
beneficiaries.

8. Restrictions on Sale or Transfer of Shares.

(a) The Participant agrees that he or she shall not sell, transfer, pledge, donate, assign,
mortgage, hypothecate or otherwise encumber the shares of Company Stock underlying the
Option unless the shares of Company Stock are registered under the Securities Act of 1933, as
amended (the "Securities Act") or the Company is given an opinion of counsel reasonably
acceptable to the Company that such registration is not required under the Securities Act.

(b) As a condition to receive any shares of Company Stock upon the exercise of the
Option, the Participant agrees:

(i) to be bound by the Company's policies regarding the limitations on the
transfer of such shares, and understands that there may be certain times during the year
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that the Participant will be prohibited from selling, transferring, pledging, donating,
assigning, mortgaging, hypothecating or otherwise encumbering the shares; and

(ii) that the shares of Company Stock obtained by the Participant upon the
exercise of the Option shall be subject to the restrictions set forth in the Company's Stock
Retention Program for Executives.

9. No Employment or Other Rights. This Grant shall not confer upon the Participant any
right to be retained by or in the employ or service of the Employer and shall not interfere in any
way with the right of the Employer to terminate the Participant's employment or service at any
time. The right of the Employer to terminate at will the Participant's employment or service at
any time for any reason is specifically reserved.

10. No Stockholder Rights. Neither the Participant, nor any person entitled to exercise the
Participant's rights in the event of the Participant's death, shall have any of the rights and
privileges of a stockholder with respect to the shares of Company Stock subject to the Option,
until certificates for shares of Company Stock have been issued upon the exercise of the Option.

11. Assignment and Transfers. Except as the Committee may otherwise permit pursuant to
the Plan, the rights and interests of the Participant under this Grant may not be sold, assigned,
encumbered or otherwise transferred except, in the event of the death of the Participant, by will
or by the laws of descent and distribution. In the event of any attempt by the Participant to
alienate, assign, pledge, hypothecate, or otherwise dispose ofthe Option or any right hereunder,
except as provided for in this Grant, or in the event of the levy or any attachment, execution or
similar process upon the rights or interests hereby conferred, the Company may terminate the
Option by notice to the Participant, and the Option and all rights hereunder shall thereupon
become null and void. The rights and protections of the Company hereunder shall extend to any
successors or assigns of the Company and to the Company's parents, subsidiaries, and affiliates.
This Agreement may be assigned by the Company without the Participant's consent.

12. Effect on Other Benefits. The value of shares of Company Stock received upon exercise
of the Option shall not be considered eligible earnings for purposes of any other plans
maintained by the Company or the Employer. Neither shall such value be considered part of the
Participant's compensation for purposes of determining or calculating other benefits that are
based on compensation, such as life insurance.

13. Applicable Law. The validity, construction, interpretation and effect of this instrument
shall be governed by and construed in accordance with the laws of the State of Delaware,
without giving effect to the conflicts of laws provisions thereof.

14. Notice. Any notice to the Company provided for in this instrument shall be addressed to
the Company in care of the General Counsel at the Company's corporate headquarters, and any
notice to the Participant shall be addressed to such Participant at the current address shown on
the payroll records of the Employer, or to such other address as the Participant may designate to
the Employer in writing. Any notice shall be delivered by hand, sent by telecopy or enclosed in
a properly sealed envelope addressed as stated above, registered and deposited, postage prepaid,
in a post office regularly maintained by the United States Postal Service.
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to
execute this Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS COMPANY, INC.

By: Donald L. Correll

(t?r" .. I. I 1/1 //.
r\.../h-..~ F'"' ~~

Its: President and CEO
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AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

PERFORMANCE STOCK UNIT GRANT

This PERFORMANCE STOCK UNIT GRANT, dated as of , 2010, (the
"Date of Grant"), is delivered by American Water Works Company, Inc. (the "Company") to
______ (the "Participant").

RECITALS

WHEREAS, the Committee (as defined in the American Water Works Company, Inc.
2007 Omnibus Equity Compensation Plan) has adopted a 2010 Long Term Incentive Plan ("2010
LTIP") pursuant to which designated employees will be granted equity awards (collectively, the
"Equity Award") for shares of Common Stock of the Company, par value $0.01 per share, (the
"Company Stock");

WHEREAS, the Equity Award is comprised of four separate grants, a nonqualified stock
option and three performance stock unit grants;

WHEREAS, the Committee has determined that the Participant is eligible to participate
in the 2010 LTIP and to grant the Participant an Equity Award under the 2010 LTIP; and

WHEREAS, the Committee has determined that the performance stock unit portion of the
Equity Award granted to the Participant pursuant to the 2010 LTIP shall be issued under the
American Water Works Company, Inc. 2007 Omnibus Equity Compensation Plan (the "Plan"),
and the terms and conditions of the performance stock unit grant that may be earned based on
performance goals relating to the Company's Total Stockholder Return shall be memorialized in
this grant (the "Grant").

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby,
agree as follows:

1. Grant of Performance Stock Units. Subject to the terms and conditions set forth in this
Grant and the Plan, the Company hereby grants to the Participant performance stock
units (the "Performance Units"). The Performance Units are contingently awarded and will be
earned and distributable if and only to the extent that the performance goals and other conditions
set forth in this Grant are met. Each Performance Unit shall be a phantom right and shall be
equivalent to one share of Company Stock on the applicable payment date, as described in
Paragraph 5 below. The number of Performance Units set forth above is equal to the target
number of shares of Company Stock that the Participant will earn for 100% achievement of the
performance goals described in Paragraph 3 below (the "Target Award").

2. Performance Unit Account. The Company shall establish and maintain a Performance
Unit account as a bookkeeping account on its records (the "Performance Unit Account") for the
Participant and shall record in such Performance Unit Account the number of Performance Units
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granted to the Participant. The Participant shall not have any interest in any fund or specific
assets of the Company by reason of this grant or the Performance Unit Account established for
the Participant.

3. Performance Goals.

(a) Unless a Change of Control (as defined below) occurs prior to the end of the
Performance Period (as defined below), the distribution of the shares of Company Stock
attributable to the Performance Units is contingent upon achievement of the performance goals
described in subparagraph (b) below for the Performance Period and the Participant satisfying
the continuation of employment and service with the Employer (as defined in the Plan)
requirement described in Paragraph 4 below.

(b) The Company's Total Stockholder Return ("TSR") (as described in subparagraph
(c) below) will be compared to the TSR of the companies in the Peer Group (as defined below)
over the Performance Period. The actual number of Performance Units the Participant earns may
be greater or less than the Target Award, or even zero, based on the Company's TSR relative to
the TSR performance of the companies in the Peer Group, as follows:

Level of Achievement , Percentile Ranking Relative Percentage of Target Award
I to Peer Group Earned

Maximum 90% 175%

Target 50% 100%

Threshold 35% 35%

If the Company's actual TSR performance is between measuring points, the number of
Performance Units the Participant earns will be interpolated. If the Company's actual TSR
performance is below the threshold, no Performance Units will be earned and all of Performance
Units will be forfeited. If the Company's actual TSR performance is greater than the maximum,
only the maximum number of Performance Units will be earned.

(c) TSR represents stock price performance and dividend accumulation over the
Performance Period for the Company and Peer Group. For purposes of this calculation, the
initial stock price and the ending stock price are determined using the twenty (20) day average
stock price for December 31, 2009, and December 31, 2012, as applicable. The twenty (20) day
average stock price is the average of the daily closing stock prices for the twenty (20) trading
days that end on the applicable December 31. To determine stock price performance, a dividend
adjustment factor will be determined. The dividend adjustment factor takes into account each
per share dividend paid for the Performance Period as well as the effect of any appreciation in
stock price by reason of deeming the dividend to be reinvested in the stock. TSR is determined
by adjusting the ending stock price as determined above by the dividend adjustment factor and
comparing it to the initial stock price. The initial Company Stock price is $22.163 per share.
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(d) Following the end of the Performance Period, the Committee will determine
whether and to what extent the performance goals have been met and certify the number of
Performance Units the Participant has earned, if any. Except as described in Paragraph 4 below,
the Participant must be employed by, or providing service to, the Employer on the last day of the
Performance Period in order to earn the Performance Units.

(e) If a Change of Control occurs prior to the end of the Performance Period, then the
Performance Period will end on the date of the Change of Control and the Performance Units
will be deemed earned at the Target Award level as of the date of the Change of Control (the
"Change of Control Date"). For purposes of this Grant, the term "Change of Control" shall mean
as such term is defined in the Plan, except that a Change of Control shall not be deemed to have
occurred for purposes of this Grant unless the event constituting the Change of Control
constitutes a change in ownership or effective control of the Company, or in the ownership of a
substantial portion of the assets of the Company, within the meaning of section 409A of the
Internal Revenue Code of 1986, as amended (the "Code") and its corresponding regulations.

(f) For purposes of this Grant, the term "Performance Period" shall mean the three-
year period beginning on January 1, 2010 and ending December 31, 2012, and the term "Peer
Group" shall mean those companies that comprise the Dow Jones U.S. Utility Index as of
January 1,2010.

4. Termination of Employment or Service.

(a) If, at least one year after the beginning of the Performance Period, but prior to the
end of the Performance Period, the Participant ceases to be employed by, or provide service to,
the Employer on account of any reason other than a termination for Cause (as defined below),
the Participant will earn a pro-rata portion of the Performance Units, if the performance goals
and the requirements of this Grant are met as of the last day of the Performance Period. The
prorated portion will be determined as the number ofPerformance Units that would have been
earned if the Participant had remained employed through the last day of the Performance Period,
multiplied by a fraction, which fraction shall be equal to (i) 1/3, if the Participant's employment
or service with the Employer terminates on or after January 1,2011, but prior to January 1,2012;
(ii) 2/3, if the Participant's employment or service with the Employer terminates on or after
January 1,2012, but prior to January 1,2013; and (iii) 3/3, if the Participant's employment or
service terminates with the Employer on or after January 1,2013. If the Participant ceases to be
employed by, or provide service to, the Employer for any reason other than on account of Cause,
the prorated number of Performance Units will be distributed in accordance with Paragraph 5.

(b) If at any time prior to the earlier of January 1, 2011 or a Change of Control, the
Participant's employment or service with the Employer is terminated by the Employer on
account of any reason or no reason or by the Participant for any reason or no reason, all of the
Performance Units subject to this Grant shall be immediately forfeited as of the date of the
Participant's termination of employment or service with the Employer and the Participant shall
not have any rights with respect to the distribution of any portion of the Performance Units.

(c) If at any time prior to the date the Performance Units are distributed in accordance
with Paragraph 5 the Participant's employment or service with the Employer is terminated on
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account of Cause, all of the Performance Units subject to this Grant shall be immediately
forfeited and the Participant will not have any rights with respect to the distribution of any
portion of the Performance Units, irrespective of the level of achievement of the performance
goals. For purposes of this Grant, the term "Cause" shall mean a finding by the Committee that
the Participant (A) has breached his or her employment or service contract with the Employer, if
any; (B) has engaged in disloyalty to the Employer, including, without limitation, fraud,
embezzlement, theft, commission of a felony or proven dishonesty; (C) has disclosed trade
secrets or confidential information of the Employer to persons not entitled to receive such
information; (D) has breached any written noncompetition or nonsolicitation agreement between
the Participant and the Employer; or (E) has engaged in such other behavior detrimental to the
interests of the Employer as the Committee determines.

5. Time and Form of Payment with Respect to Performance Units. Unless an election is
made pursuant to Paragraph 6 below, the Participant will receive a distribution with respect to
the Performance Units earned as described in Paragraphs 3 and 4 above within seventy (70) days
following the earlier of (i) January 1,2013 (the "Distribution Date"), or (ii) the Change of
Control Date. The Performance Units will be distributed in shares of Company Stock, with each
Performance Unit earned equivalent to one share of Company Stock. Any Performance Units
not earned because of the failure to attain the performance goals and service condition will be
forfeited.

6. Deferrals. The Participant may make an irrevocable election to defer the Distribution
Date (or further defer the Deferred Date (as defined below), if applicable) of all of the
Performance Units that are earned, plus dividend equivalents earned on such Performance Units
as described in Paragraph 7 below, to a later date, provided that (i) the election shall not take
effect until at least twelve (12) months after the date on which the election is made, (ii) the
deferred Distribution Date cannot be earlier than five (5) years from the original Distribution
Date under Paragraph 5 above (or five (5) years from the applicable Deferred Date, if a
subsequent deferral of a Deferred Date is being made), and (iii) the election must be made no
less than twelve (12) months prior to the date of the Distribution Date (twelve (12) months prior
to the previously applicable Deferred Date, if a subsequent deferral of a Deferred Date is being
made). To defer the Distribution Date, the Participant must elect to defer 100% of the
Performance Units, including corresponding dividend equivalents, earned by the Participant
under this Grant, as well as 100% of the other performance stock units, including corresponding
dividend equivalents, earned by the Participant under the 2010 LTIP, and complete the deferral
election form provided to the Participant by the Committee. If the Participant desires to make a
further deferral, the Participant must make such election on a separate form provided by the
Committee for such purpose. Any such election shall be made in accordance with section 409A
of the Code and any corresponding guidance and regulations issued under section 409A of the
Code. Notwithstanding a Participant's election pursuant to this Paragraph, if the Change of
Control Date occurs prior to the Deferred Date, the distribution ofthe Participant's earned
Performance Units, plus corresponding dividend equivalents, will be the Change of Control
Date. If a Distribution Date is delayed one or more times pursuant to this Paragraph 6, the new
Distribution Date shall be referred to as the "Deferred Date."

7. Dividend Equivalents. Until the earlier of the Distribution Date (or the Deferred Date, if
elected) or the Change of Control Date, if any dividends are declared with respect to the shares
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of Company Stock, the Company shall credit to a dividend equivalent account (the "Dividend
Equivalent Account") the value of the dividends that would have been distributed if the
Performance Units credited to the Participant's Performance Unit Account at the time of the
declaration of the dividend were shares of Company Stock. At the same time that the
Performance Units are converted to shares of Company Stock and distributed to the Participant,
the Company shall pay to the Participant a lump sum cash payment equal to the value of the
dividends credited to the Participant's Dividend Equivalent Account; provided, however, that
any dividends that were credited to the Participant's Dividend Equivalent Account that are
attributable to Performance Units that have been forfeited as provided in Paragraph 3 and 4
above shall be forfeited and not payable to the Participant. No interest shall accrue on any
dividend equivalents credited to the Participant's Dividend Equivalent Account.

8. Change of Control. Except as set forth above, the provisions set forth in the Plan
applicable to a Change of Control (as defined in the Plan) shall apply to the Performance Units,
and, in the event of a Change of Control, the Committee may take such actions as it deems
appropriate pursuant to the Plan and is consistent with the requirements of section 409A of the
Code.

9. Acknowledgment by Participant. By accepting this Grant, the Participant acknowledges
that with respect to any right to distribution pursuant to this Grant, the Participant is and shall be
an unsecured general creditor of the Company without any preference as against other unsecured
general creditors of the Company, and the Participant hereby covenants for himself or herself,
and anyone at any time claiming through or under the Participant, not to claim any such
preference, and hereby disclaims and waives any such preference which may at any time be at
issue, to the fullest extent permitted by applicable law. The Participant also hereby agrees to be
bound by the terms and conditions of the Plan and this Grant. The Participant further agrees to
be bound by the determinations and decisions of the Committee with respect to this Grant and
the Plan and the Participant's rights to benefits under this Grant and the Plan, and agrees that all
such determinations and decisions of the Committee shall be binding on the Participant, his or
her beneficiaries and any other person having or claiming an interest under this Grant and the
Plan on behalf of the Participant.

10. Restrictions on Issuance or Transfer of Shares of Company Stock.

(a) The obligation of the Company to deliver shares of Company Stock upon the
Participant earning the Performance Units shall be subject to the condition that if at any time the
Committee shall determine in its discretion that the listing, registration or qualification of the
shares of Company Stock upon any securities exchange or under any state or federal law, or the
consent or approval of any governmental regulatory body is necessary or desirable as a condition
of, or in connection with, the issuance of shares of Company Stock, the shares of Company
Stock may not be issued in whole or in part unless such listing, registration, qualification,
consent or approval shall have been effected or obtained free of any conditions not acceptable to
the Committee. The issuance of shares of Company Stock and the payment of cash to the
Participant pursuant to this Grant is subject to any applicable taxes and other laws or regulations
of the United States or of any state having jurisdiction thereof.
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(b) As a condition to receive any shares of Company upon conversion of the earned
Performance Units, the Participant agrees:

(i) to be bound by the Company's policies regarding the limitations on the
transfer of such shares, and understands that there may be certain times during the year
that the Participant will be prohibited from selling, transferring, pledging, donating,
assigning, mortgaging, hypothecating or otherwise encumbering the shares; and

(ii) that any shares of Company Stock received by the Participant upon the
distribution ofthe earned Performance Units pursuant to this Grant shall be subject to the
restrictions set forth in the Company's Stock Retention Program for Executives.

11. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of
which are incorporated herein by reference, and in all respects shall be interpreted in accordance
with the Plan. In the event of any contradiction, distinction or difference between this Grant and
the terms of the Plan, the terms of the Plan will control. Except as otherwise defined in this
Grant, capitalized terms used in this Grant shall have the meanings set forth in the Plan. This
Grant is subject to the interpretations, regulations and determinations concerning the Plan
established from time to time by the Committee in accordance with the provisions of the Plan,
including, but not limited to, provisions pertaining to (i) rights and obligations with respect to
withholding taxes, (ii) the registration, qualification or listing of the shares of Company Stock,
(iii) changes in capitalization of the Company, and (iv) other requirements of applicable law.
The Committee shall have the authority to interpret and construe this Grant pursuant to the terms
of the Plan, its decisions shall be conclusive as to any questions arising hereunder and the
Participant's acceptance ofthis Grant is the Participant's agreement to be bound by the
interpretations and decisions of the Committee with respect to this Grant and the Plan.

12. No Rights as Stockholder. The Participant shall not have any rights as a stockholder of
the Company, including the right to any cash dividends (except as provided in Paragraph 7), or
the right to vote, with respect to any Performance Units.

13. No Rights to Continued Employment or Service. This Grant shall not confer upon the
Participant any right to be retained in the employment or service of the Employer and shall not
interfere in any way with the right of the Employer to terminate the Participant's employment or
service at any time. The right ofthe Employer to terminate at will the Participant's employment
or service at any time for any reason is specifically reserved.

14. Assignment and Transfers. No Performance Units or dividend equivalents awarded to
the Participant under this Grant may be transferred, assigned, pledged, or encumbered by the
Participant and the Performance Units and dividend equivalents shall be distributed during the
lifetime of the Participant only for the benefit of the Participant. Any attempt to transfer, assign,
pledge, or encumber the Performance Units or dividend equivalents under this Grant by the
Participant shall be null, void and without effect. The rights and protections of the Company
hereunder shall extend to any successors or assigns of the Company. This Grant may be
assigned by the Company without the Participant's consent.
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15. Withholding. The Participant shall be required to pay to the Employer, or make other
arrangements satisfactory to the Employer to provide for the payment of, any federal, state, local
or other taxes that the Employer is required to withhold with respect to the grant, vesting and
distribution of the Performance Units and dividend equivalents. Any tax withholding obligation
of the Employer with respect to the distribution of shares of Company Stock pursuant to the
Performance Units that are earned by the Participant under this Grant shall be satisfied by having
shares of Company Stock withheld up to an amount that does not exceed the minimum
applicable withholding tax rate for federal (including FICA), state, local and other tax liabilities.

16. Effect on Other Benefits. The value of shares of Company Stock and dividend
equivalents distributed with respect to the Performance Units shall not be considered eligible
earnings for purposes of any other plans maintained by the Company or the Employer. Neither
shall such value be considered part of the Participant's compensation for purposes of
determining or calculating other benefits that are based on compensation, such as life insurance.

17. Applicable Law. The validity, construction, interpretation and effect of this Grant shall
be governed by and construed in accordance with the laws of the State of Delaware, without
giving effect to the conflicts of laws provisions thereof.

18. Notice. Any notice to the Company provided for in this instrument shall be addressed to
the Company in care of the General Counsel at the Company's corporate headquarters, and any
notice to the Participant shall be addressed to such Participant at the current address shown on
the payroll records of the Employer, or to such other address as the Participant may designate to
the Employer in writing. Any notice shall be delivered by hand, sent by telecopy or enclosed in
a properly sealed envelope addressed as stated above, registered and deposited, postage prepaid,
in a post office regularly maintained by the United States Postal Service.

19. Section 409A of the Code. As applicable, this Grant is intended to comply with the
requirements of section 409A of the Code and shall be interpreted and administered to avoid any
penalty sanctions under section 409A of the Code. If any distribution cannot be provided or
made at the time specified herein or as elected by the Participant, then such distribution shall be
provided in full at the earliest time thereafter when such sanctions cannot be imposed. Unless a
valid election is made pursuant to Paragraph 6 above, in no event may the Participant, directly or
indirectly, designate the calendar year of distribution.

[SIGNATURE PAGE FOLLOWSj
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to
execute this Grant, effective as of the Date of Grant.

By: Donald L. Correll

r?f~. . /1 //
,Z//h.a( t, [;(.MU1'----...

Its: President and CEO
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AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

PERFORMANCE STOCK UNIT GRANT

This PERFORMANCE STOCK U1\TIT GRANT, dated as of , 2010, (the
"Date of Grant"), is delivered by American Water Works Company, Inc. (the "Company") to
_______ (the "Participant").

RECITALS

WHEREAS, the Committee (as defined in the American Water Works Company, Inc.
2007 Omnibus Equity Compensation Plan) has adopted a 2010 Long Term Incentive Plan ("2010
LTIP") pursuant to which designated employees will be granted equity awards (collectively, the
"Equity Award") for shares of Common Stock of the Company, par value $0.01 per share, (the
"Company Stock");

WHEREAS, the Equity Award is comprised of four separate grants, a nonqualified stock
option and three performance stock unit grants;

WHEREAS, the Committee has determined that the Participant is eligible to participate
in the 2010 LTIP and to grant the Participant an Equity Award under the 2010 LTIP; and

WHEREAS, the Committee has determined that the performance stock unit portion of the
Equity Award granted to the Participant pursuant to the 201aLTIP shall be issued under the
American Water Works Company, Inc. 2007 Omnibus Equity Compensation Plan (the "Plan"),
and the terms and conditions of the performance stock unit grant that may be earned based on
performance goals relating to compounded earnings per share growth and operational efficiency
improvement, as set forth in Exhibit A attached hereto, shall be memorialized in this grant (the
"Grant").

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby,
agree as follows:

1. Grant of Performance Stock Units. Subject to the terms and conditions set forth in this
Grant and the Plan, the Company hereby grants to the Participant performance stock
units (the "Performance Units"). The Performance Units are contingently awarded and will be
earned and distributable if and only to the extent that the Performance Goals (as defined below)
and other conditions set forth in this Grant are met. Each Performance Unit shall be a phantom
right and shall be equivalent to one share of Company Stock on the applicable payment date, as
described in Paragraph 5 below. The number of Performance Units set forth above is equal to
the target number of shares of Company Stock that the Participant will earn for 100%
achievement of the Performance Goals described in this Grant (the "Target Award").

2. Performance Unit Account. The Company shall establish and maintain a Performance
Unit account as a bookkeeping account on its records (the "Performance Unit Account") for the
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Participant and shall record in such Performance Unit Account the number of Performance Units
granted to the Participant. The Participant shall not have any interest in any fund or specific
assets of the Company by reason of this grant or the Performance Unit Account established for
the Participant.

3. Performance Goals.

(a) Unless a Change of Control (as defined below) occurs prior to the end of the
Performance Period (as defined below), the distribution of the shares of Company Stock
attributable to the Performance Units is contingent upon achievement of the performance goals
set forth in Exhibit A attached hereto (the "Performance Goals") and the Participant satisfying
the continuation of employment and service with the Employer (as defined in the Plan)
requirement described in Paragraph 4 below.

(b) Following-the end of the Performance Period, the Committee will determine
whether and to what extent the Performance Goals have been met and certify the number of
Performance Units the Participant has earned, if any. Except as described in Paragraph 4 below,
the Participant must be employed by, or providing service to, the Employer on the last day of the
Performance Period in order to earn the Performance Units.

(c) If a Change of Control occurs prior to the end of the Performance Period, then the
Performance Period will end on the date of the Change of Control and the Performance Units
will be deemed earned at the Target Award level as of the date of the Change of Control (the
"Change of Control Date"). For purposes of this Grant, the term "Change of Control" shall mean
as such term is defined in the Plan, except that a Change of Control shall not be deemed to have
occurred for purposes of this Grant unless the event constituting the Change of Control
constitutes a change in ownership or effective control of the Company, or in the ownership of a
substantial portion of the assets of the Company, within the meaning of section 409A ofthe
Internal Revenue Code of 1986, as amended (the "Code") and its corresponding regulations.

(d) For purposes ofthis Grant, the term "Performance Period" shall mean the three-
year period beginning on January 1,2010 and ending December 31,2012.

4. Termination of Employment or Service.

(a) If, at least one year after the beginning of the Performance Period, but prior to the
end of the Performance Period, the Participant ceases to be employed by, or provide service to,
the Employer on account of any reason other than a termination for Cause (as defined below),
the Participant will earn a pro-rata portion of the Performance Units, if the Performance Goals
and the requirements of this Grant are met as of the last day of the Performance Period. The
prorated portion will be determined as the number of Performance Units that would have been
earned if the Participant had remained employed through the last day of the Performance Period,
multiplied by a fraction, which fraction shall be equal to (i) 113, if the Participant's employment
or service with the Employer terminates on or after January 1,2011, but prior to January 1,2012;
(ii) 2/3, if the Participant's employment or service with the Employer terminates on or after
January 1,2012, but prior to January 1,2013; and (iii) 3/3, if the Participant's employment or
service terminates with the Employer on or after January 1,2013. If the Participant ceases to be
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employed by, or provide service to, the Employer for any reason other than on account of Cause,
the prorated number of Performance Units will be distributed in accordance with Paragraph 5.

(b) If at any time prior to the earlier of January 1, 2011 or a Change of Control, the
Participant's employment or service with the Employer is terminated by the Employer on
account of any reason or no reason or by the Participant for any reason or no reason, all of the .
Performance Units subject to this Grant shall be immediately forfeited as of the date of the
Participant's termination of employment or service with the Employer and the Participant shall
not have any rights with respect to the distribution of any portion of the Performance Units.

(c) If at any time prior to the date the Performance Units are distributed in accordance
with Paragraph 5 the Participant's employment or service with the Employer is terminated on
account of Cause, all ofthe Performance Units subject to this Grant shall be immediately
forfeited and the Participant will not have any rights with respect to the distribution of any
portion of the Performance Units, irrespective of the level of achievement of the Performance
Goals. For purposes of this Grant, the term "Cause" shall mean a finding by the Committee that
the Participant (A) has breached his or her employment or service contract with the Employer, if
any; (B) has engaged in disloyalty to the Employer, including, without limitation, fraud,
embezzlement, theft, commission of a felony or proven dishonesty; (C) has disclosed trade
secrets or confidential information of the Employer to persons not entitled to receive such
information; (D) has breached any written noncompetition or nonsolicitation agreement between
the Participant and the Employer; or (E) has engaged in such other behavior detrimental to the
interests of the Employer as the Committee determines.

5. Time and Form of Payment with Respect to Performance Units. Unless an election is
made pursuant to Paragraph 6 below, the Participant will receive a distribution with respect to
the Performance Units earned as described in Paragraphs 3 and 4 above within seventy (70) days
following the earlier of (i) January 1, 2013 (the "Distribution Date"), or (ii) the Change of
Control Date. The Performance Units will be distributed in shares of Company Stock, with each
Performance Unit earned equivalent to one share of Company Stock. Any Performance Units
not earned because of the failure to attain the Performance Goals and service condition will be
forfeited.

6. Deferrals. The Participant may make an irrevocable election to defer the Distribution
Date (or further defer the Deferred Date (as defined below), if applicable) of all of the
Performance Units that are earned, plus dividend equivalents earned on such Performance Units
as described in Paragraph 7 below, to a later date, provided that (i) the election shall not take
effect until at least twelve (12) months after the date on which the election is made, (ii) the
deferred Distribution Date cannot be earlier than five (5) years from the original Distribution
Date under Paragraph 5 above (or five (5) years from the applicable Deferred Date, if a
subsequent deferral of a Deferred Date is being made), and (iii) the election must be made no
less than twelve (12) months prior to the date of the Distribution Date (twelve (12) months prior
to the previously applicable Deferred Date, if a subsequent deferral of a Deferred Date is being
made). To defer the Distribution Date, the Participant must elect to defer 100% of the
Performance Units, including corresponding dividend equivalents, earned by the Participant
under this Grant, as well as 100% of the other performance stock units, including corresponding
dividend equivalents, earned by the Participant under the 2010 LTIP, and complete the deferral

D81/64428237.5 -3-

KAW_R_AGDR2#24_052410
Page 163 of 227



election form provided to the Participant by the Committee. If the Participant desires to make a
further deferral, the Participant must make such election on a separate form provided by the
Committee for such purpose. Any such election shall be made in accordance with section 409A
of the Code and any corresponding guidance and regulations issued under section 409A of the
Code. Notwithstanding a Participant's election pursuant to this Paragraph, if the Change of
Control Date occurs prior to the Deferred Date, the distribution of the Participant's earned
Performance Units, plus corresponding dividend equivalents, will be the Change of Control
Date. If a Distribution Date is delayed one or more times pursuant to this Paragraph 6, the new
Distribution Date shall be referred to as the "Deferred Date."

7. Dividend Equivalents. Until the earlier of the Distribution Date (or the Deferred Date, if
elected) or the Change of Control Date, if any dividends are declared with respect to the shares
of Company Stock, the Company shall credit to a dividend equivalent account (the "Dividend
Equivalent Account") the value of the dividends that would have been distributed if the
Performance Units credited to the Participant's Performance Unit Account at the time of the
declaration of the dividend were shares of Company Stock. At the same time that the
Performance Units are converted to shares of Company Stock and distributed to the Participant,
the Company shall pay to the Participant a lump sum cash payment equal to the value of the
dividends credited to the Participant's Dividend Equivalent Account; provided, however, that
any dividends that were credited to the Participant's Dividend Equivalent Account that are
attributable to Performance Units that have been forfeited as provided in Paragraph 3 and 4
above shall be forfeited and not payable to the Participant. No interest shall accrue on any
dividend equivalents credited to the Participant's Dividend Equivalent Account.

8. Change of Control. Except as set forth above, the provisions set forth in the Plan
applicable to a Change of Control (as defined in the Plan) shall apply to the Performance Units,
and, in the event of a Change of Control, the Committee may take such actions as it deems
appropriate pursuant to the Plan and is consistent with the requirements of section 409A of the
Code.

9. Acknowledgment by Participant. By accepting this Grant, the Participant acknowledges
that with respect to any right to distribution pursuant to this Grant, the Participant is and shall be
an unsecured general creditor of the Company without any preference as against other unsecured
general creditors of the Company, and the Participant hereby covenants for himself or herself,
and anyone at any time claiming through or under the Participant, not to claim any such
preference, and hereby disclaims and waives any such preference which may at any time be at
issue, to the fullest extent permitted by applicable law. The Participant also hereby agrees to be
bound by the terms and conditions of the Plan and this Grant. The Participant further agrees to
be bound by the determinations and decisions of the Committee with respect to this Grant and
the Plan and the Participant's rights to benefits under this Grant and the Plan, and agrees that all
such determinations and decisions of the Committee shall be binding on the Participant, his or
her beneficiaries and any other person having or claiming an interest under this Grant and the
Plan on behalf of the Participant.
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10. Restrictions on Issuance or Transfer of Shares of Company Stock.

(a) The obligation of the Company to deliver shares of Company Stock upon the
Participant earning the Performance Units shall be subject to the condition that if at any time the
Committee shall determine in its discretion that the listing, registration or qualification of the
shares of Company Stock upon any securities exchange or under any state or federal law, or the
consent or approval of any governmental regulatory body is necessary or desirable as a condition
of, or in connection with, the issuance of shares of Company Stock, the shares of Company
Stock may not be issued in whole or in part unless such listing, registration, qualification,
consent or approval shall have been effected or obtained free of any conditions not acceptable to
the Committee. The issuance of shares of Company Stock and the payment of cash to the
Participant pursuant to this Grant is subject to any applicable taxes and other laws or regulations
of the United States or of any state having jurisdiction thereof.

(b) As a condition to receive any shares of Company upon conversion of the earned
Performance Units, the Participant agrees:

(i) to be bound by the Company's policies regarding the limitations on the
transfer of such shares, and understands that there may be certain times during the year
that the Participant will be prohibited from selling, transferring, pledging, donating,
assigning, mortgaging, hypothecating or otherwise encumbering the shares; and

(ii) that any shares of Company Stock received by the Participant upon the
distribution of the earned Performance Units pursuant to this Grant shall be subject to the
restrictions set forth in the Company's Stock Retention Program for Executives.

11. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of
which are incorporated herein by reference, and in all respects shall be interpreted in accordance
with the Plan. In the event of any contradiction, distinction or difference between this Grant and
the terms of the Plan, the terms of the Plan will control. Except as otherwise defined in this
Grant, capitalized terms used in this Grant shall have the meanings set forth in the Plan. This
Grant is subject to the interpretations, regulations and determinations concerning the Plan
established from time to time by the Committee in accordance with the provisions of the Plan,
including, but not limited to, provisions pertaining to (i) rights and obligations with respect to
withholding taxes, (ii) the registration, qualification or listing of the shares of Company Stock,
(iii) changes in capitalization of the Company, and (iv) other requirements of applicable law.
The Committee shall have the authority to interpret and construe this Grant pursuant to the terms
of the Plan, its decisions shall be conclusive as to any questions arising hereunder and the
Participant's acceptance of this Grant is the Participant's agreement to be bound by the
interpretations and decisions of the Committee with respect to this Grant and the Plan.

12. No Rights as Stockholder. The Participant shall not have any rights as a stockholder of
the Company, including the right to any cash dividends (except as provided in Paragraph 7), or
the right to vote, with respect to any Performance Units.

13. No Rights to Continued Employment or Service. This Grant shall not confer upon the
Participant any right to be retained in the employment or service of the Employer and shall not
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interfere in any way with the right of the Employer to terminate the Participant's employment or
service at any time. The right of the Employer to terminate at will the Participant's employment
or service at any time for any reason is specifically reserved.

14. Assignment and Transfers. No Performance Units or dividend equivalents awarded to
the Participant under this Grant may be transferred, assigned, pledged, or encumbered by the
Participant and the Performance Units and dividend equivalents shall be distributed during the
lifetime of the Participant only for the benefit of the Participant. Any attempt to transfer, assign,
pledge, or encumber the Performance Units or dividend equivalents under this Grant by the
Participant shall be null, void and without effect. The rights and protections of the Company
hereunder shall extend to any successors or assigns ofthe Company. This Grant may be
assigned by the Company without the Participant's consent.

15. Withholding. The Participant shall be required to pay to the Employer, or make other
arrangements satisfactory to the Employer to provide for the payment of, any federal, state, local
or other taxes that the Employer is required to withhold with respect to the grant, vesting and
distribution of the Performance Units and dividend equivalents. Any tax withholding obligation
of the Employer with respect to the distribution of shares of Company Stock pursuant to the
Performance Units that are earned by the Participant under this Grant shall be satisfied by having
shares of Company Stock withheld up to an amount that does not exceed the minimum
applicable withholding tax rate for federal (including FICA), state, local and other tax liabilities.

16. Effect on Other Benefits. The value of shares of Company Stock and dividend
equivalents distributed with respect to the Performance Units shall not be considered eligible
earnings for purposes of any other plans maintained by the Company or the Employer. Neither
shall such value be considered part of the Participant's compensation for purposes of
determining or calculating other benefits that are based on compensation, such ,as life insurance.

17. Applicable Law. The validity, construction, interpretation and effect of this Grant shall
be governed by and construed in accordance with the laws of the State of Delaware, without
giving effect to the conflicts of laws provisions thereof.

18. Notice. Any notice to the Company provided for in this instrument shall be addressed to
the Company in care ofthe General Counsel at the Company's corporate headquarters, and any
notice to the Participant shall be addressed to such Participant at the current address shown on
the payroll records of the Employer, or to such other address as the Participant may designate to
the Employer in writing. Any notice shall be delivered by hand, sent by telecopy or enclosed in
a properly sealed envelope addressed as stated above, registered and deposited, postage prepaid,
in a post office regularly maintained by the United States Postal Service.

19. Section 409A ofthe Code. As applicable, this Grant is intended to comply with the
requirements of section 409A of the Code and shall be interpreted and administered to avoid any
penalty sanctions under section 409A of the Code. If any distribution cannot be provided or
made at the time specified herein or as elected by the Participant, then such distribution shall be
provided in full at the earliest time thereafter when such sanctions cannot be imposed. Unless a
valid election is made pursuant to Paragraph 6 above, in no event may the Participant, directly or
indirectly, designate the calendar year of distribution.
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to
execute this Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS COMPANY, INC.

By: Donald L. Correll

Its: President and CEO
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EXHIBIT A

PERFORMANCE GOALS

The number of Performance Units that may be earned shall be determined based on the
combined achievement of Compounded Earnings Per Share Growth (as described below) (33.3%
weighting) and Operational Efficiency Improvement (as described below) (66.7% weighting)
over the Performance Period.

Compounded Earnings Per Share ("EPS") Growth - will be calculated based on fully diluted
EPS calculated in accordance with U.S. GAAP as reported in the Company's audited
consolidated financial statements adjusted to exclude the net of tax impact of any impairments.
The starting point for the calculation will be adjusted EPS of $1.25 for the year ended December
31, 2009. The ending point for the calculation will be EPS for the year ended December 31,
2012, adjusted to exclude the net of tax impact of any impairments.

As soon as administratively practicable following the end of the Performance Period, the
Committee will certify the level of achievement of the Compounded EPS Growth.

Operational Efficiency Improvement - will be calculated as the ratio of total operation and
maintenance expense ("O&M") to total operating revenues for the Company's regulated
operations. This information is to be prepared in a manner that is consistent with the income
statement presentation in the Company's annual audited consolidated financial statements
prepared in accordance with U.S. GAAP, and the Segment Information reported for the
Regulated Businesses segment in the notes to those financial statements. The final result will be
the average of the three individual calculations for the years ended December 31, 2010, 2011 and
2012.

As soon as administratively practicable following the end of the Performance Period, the
Committee will certify the level of achievement of the Operational Efficiency Improvement.

A-I
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The award scale for Compounded
EPS Growth is as follows:

Compounded EPS Growth
Actual

Compounded Target Award
Growth (33.3% Weighting)*

10.0% or
more 175%
9.4% 160%
8.8% 145%
8.2% 130%
7.6% 115%
7.0% 100%
6.6% 85%
6.2% 70%
5.8% 55%
5.4% 40%
5.0% 25%

<5.0% 0%

D81/64428237.5
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The award scale for Operational Efficiency
Improvement is as follows:

Operational Efficiency
Improvement

Actual Three Target Award
Year Average (66.7% Weighting)*

49.0% 175%
49.3% 160%
49.6% 145%
49.9% 130%
51.2% 115%
51.5% 100%
51.8% 85%
52.1% 70%
52.4% 55%
52.7% 40%
53.0% 25%

> 53.0% 0%

KAW_R_AGDR2#24_052410
Page 169 of 227



* Results between the award percentages in the award scales will be interpolated.
If actual achievement of any of the two Performance Goals does not meet threshold performance
(Le., less than 5% for Compounded EPS Growth and greater than 53% for Operational
Efficiency Improvement), then that Performance Goal measure will be reflected in the final
result for determining the number of earned Performance Units at its assigned weighting with a
0%. The maximum award that may be earned for each Performance Goal is capped at 175%,
and the maximum award that may be earned by the Participant is capped at 175% ofthe Target
Award.
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Example

The following is an example calculation for an individual with a Target Award of 1,000
Performance Units:

Earnings Per Share
(Dollars in thousands, except per share)

12/31/2009
Actual

12/31/2012
Illustration

261,000
175,235

$1.49

$262,000

°(1,000)
209,938
168,164

$1.25

($233,083)
443,021

o

/ Average common shares outstanding - diluted ------,-"---------,--''---

Net income (loss) per US GAAP
Impairment charge, net of tax
Adjustment for diluted EPS calculation

Compounded annual growth rate 6.0%

Operational Efficiency Ratio
(Dollars in thousands)

Actual
Actual
Actual
Illustration
Illustration
Illustration

Year
2007
2008
2009
2010
2011
2012

Operating
Revenues

$1,987,565
$2,082,740
$2,207,290
$2,455,931
$2,629,131
$2,819,455

O&M
Expense

$1,064,837
$1,116,933
$1,159,212
$1,292,112
$1,361,892
$1,421,550

Annual
Efficiency

Ratio
53.6%
53.6%
52.5%
52.6%
51.8%
50.4%

Three
Year

Average

53.2%
52.9%
52.3%
51.6%

Earned Performance Units

Achievement Award
Weighted

Weighting Payout

Compounded Earnings Per Share
Growth
Operational Efficiency Improvement

6.0%
51.6%

62.5%
95.0%

33.3% 20.8%
66.7% 63.4%
100.0% 84.2%

In this example, the individual who was awarded a Target Award of 1,000 Performance Units
would earn 842 Performance Units (l,000 x 0.842), which is convertible into an equivalent
number of shares of Company Stock assuming all of the other terms and conditions of the Grant
have been satisfied.
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AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

PERFORMANCE STOCK UNIT GRANT

This PERFORMANCE STOCK UNIT GRANT, dated as of , 2010, (the
"Date of Grant"), is delivered by American Water Works Company, Inc. (the "Company") to
_______ (the "Participant").

RECITALS

WHEREAS, the Committee (as defined in the American Water Works Company, Inc.
2007 Omnibus Equity Compensation Plan) has adopted a 2010 Long Term Incentive Plan ("2010
LTIP") pursuant to which designated employees will be granted equity awards (collectively, the
"Equity Award") for shares of Common Stock of the Company, par value $0.01 per share, (the
"Company Stock");

WHEREAS, the Equity Award is comprised of four separate grants, a nonqualified stock
option and three performance stock unit grants;

WHEREAS, the Committee has determined that the Participant is eligible to participate
in the 2010 LTIP and to grant the Participant an Equity Award under the 2010 LTIP; and

WHEREAS, the Committee has determined that the performance stock unit portion of the
Equity Award granted to the Participant pursuant to the 2010 LTIP shall be issued under the
American Water Works Company, Inc. 2007 Omnibus Equity Compensation Plan (the "Plan"),
and the terms and conditions of the performance stock unit grant that may be earned based on
performance goals relating to increase in population served, as set forth in Exhibit A attached
hereto, shall be memorialized in this grant (the "Grant").

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby,
agree as follows:

1. Grant of Performance Stock Units. Subject to the terms and conditions set forth in this
Grant and the Plan, the Company hereby grants to the Participant performance stock
units (the "Performance Units"). The Performance Units are contingently awarded and will be
earned and distributable if and only to the extent that the Performance Goals (as defined below)
and other conditions set forth in this Grant are met. Each Performance Unit shall be a phantom
right and shall be equivalent to one share of Company Stock on the applicable payment date, as
described in Paragraph 5 below. The number of Performance Units set forth above is equal to
the target number of shares of Company Stock that the Participant will earn for 100%
achievement of the Performance Goals described in this Grant (the "Target Award").

2. Performance Unit Account. The Company shall establish and maintain a Performance
Unit account as a bookkeeping account on its records (the "Performance Unit Account") for the
Participant and shall record in such Performance Unit Account the number of Performance Units
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granted to the Participant. The Participant shall not have any interest in any fund or specific
assets of the Company by reason of this grant or the Performance Unit Account established for
the Participant.

3. Performance Goals.

(a) Unless a Change of Control (as defined below) occurs prior to the end of the
Performance Period (as defined below), the distribution of the shares of Company Stock
attributable to the Performance Units is contingent upon achievement of the performance goal set
forth in Exhibit A attached hereto (the "Performance Goal") and the Participant satisfying the
continuation of employment and service with the Employer (as defined in the Plan) requirement
described in Paragraph 4 below.

(b) Following the end of the Performance Period, the Committee will determine
whether and to what extent the Performance Goal has been met and certify the number of
Performance Units the Participant has earned, if any. Except as described in Paragraph 4 below,
the Participant must be employed by, or providing service to, the Employer on the last day of the
Performance Period in order to earn the Performance Units.

(c) If a Change of Control occurs prior to the end of the Performance Period, then the
Performance Period will end on the date of the Change of Control and the Performance Units
will be deemed earned at the Target Award level as of the date of the Change of Control (the
"Change of Control Date"). For purposes of this Grant, the term "Change of Control" shall mean
as such term is defined in the Plan, except that a Change of Control shall not be deemed to have
occurred for purposes of this Grant unless the event constituting the Change of Control
constitutes a change in ownership or effective control of the Company, or in the ownership of a
substantial portion of the assets of the Company, within the meaning of section 409A of the
Internal Revenue Code of 1986, as amended (the "Code") and its corresponding regulations.

(d) For purposes of this Grant, the term "Performance Period" shall mean the three-
year period beginning on January 1,2010 and ending December 31, 2012.

4. Termination of Employment or Service.

(a) If, at least one year after the beginning of the Performance Period, but prior to the
end of the Performance Period, the Participant ceases to be employed by, or provide service to,
the Employer on account of any reason other than a termination for Cause (as defined below),
the Participant will earn a pro-rata portion of the Performance Units, if the Performance Goals
and the requirements of this Grant are met as of the last day of the Performance Period. The
prorated portion will be determined as the number of Performance Units that would have been
earned if the Participant had remained employed through the last day of the Performance Period,
multiplied by a fraction, which fraction shall be equal to (i) 1/3, if the Participant's employment
or service with the Employer terminates on or after January 1,2011, but prior to January 1,2012;
(ii) 2/3, ifthe Participant's employment or service with the Employer terminates on or after
January 1,2012, but prior to January 1,2013; and (iii) 3/3, if the Participant's employment or
service terminates with the Employer on or after January 1,2013. If the Participant ceases to be
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employed by, or provide service to, the Employer for any reason other than on account of Cause,
the prorated number of Performance Units will be distributed in accordance with Paragraph 5.

(b) If at any time prior to the earlier of January 1, 2011 or a Change of Control, the
Participant's employment or service with the Employer is terminated by the Employer on
account of any reason or no reason or by the Participant for any reason or no reason, all of the
Performance Units subject to this Grant shall be immediately forfeited as of the date of the
Participant's termination of employment or service with the Employer and the Participant shall
not have any rights with respect to the distribution of any portion of the Performance Units.

(c) If at any time prior to the date the Performance Units are distributed in accordance
with Paragraph 5 the Participant's employment or service with the Employer is terminated on
account of Cause, all of the Performance Units subject to this Grant shall be immediately
forfeited and the Participant will not have any rights with respect to the distribution of any
portion of the Performance Units, irrespective of the level of achievement of the Performance
Goals. For purposes ofthis Grant, the term "Cause" shall mean a finding by the Committee that
the Participant (A) has breached his or her employment or service contract with the Employer, if
any; (B) has engaged in disloyalty to the Employer, including, without limitation, fraud,
embezzlement, theft, commission of a felony or proven dishonesty; (C) has disclosed trade
secrets or confidential information of the Employer to persons not entitled to receive such
information; (D) has breached any written noncompetition or nonsolicitation agreement between
the Participant and the Employer; or (E) has engaged in such other behavior detrimental to the
interests of the Employer as the Committee determines.

5. Time and Form of Payment"with Respect to Performance Units. Unless an election is
made pursuant to Paragraph 6 below, the Participant will receive a distribution with respect to
the Performance Units earned as described in Paragraphs 3 and 4 above within seventy (70) days
following the earlier of (i) January 1, 2013 (the "Distribution Date"), or (ii) the Change of
Control Date. The Performance Units will be distributed in shares of Company Stock, with each
Performance Unit earned equivalent to one share of Company Stock. Any Performance Units
not earned because of the failure to attain the Performance Goal and service condition will be
forfeited.

6. Deferrals. The Participant may make an irrevocable election to defer the Distribution
Date (or further defer the Deferred Date (as defined below), if applicable) of all of the
Performance Units that are earned, plus dividend equivalents earned on such Performance Units
as described in Paragraph 7 below, to a later date, provided that (i) the election shall not take
effect until at least twelve (12) months after the date on which the election is made, (ii) the
deferred Distribution Date cannot be earlier than five (5) years from the original Distribution
Date under Paragraph 5 above (or five (5) years from the applicable Deferred Date, if a
subsequent deferral of a Deferred Date is being made), and (iii) the election must be made no
less than twelve (12) months prior to the date of the Distribution Date (twelve (12) months prior
to the previously applicable Deferred Date, if a subsequent deferral of a Deferred Date is being
made). To defer the Distribution Date, the Participant must elect to defer 100% of the
Performance Units, including corresponding dividend equivalents, earned by the Participant
under this Grant, as well as 100% of the other performance stock units, including corresponding
dividend equivalents, earned by the Participant under the 2010 LTIP, and complete the deferral

DB1164590268.3 -3-

KAW_R_AGDR2#24_052410
Page 174 of 227



election form provided to the Participant by the Committee. If the Participant desires to make a
further deferral, the Participant must make such election on a separate form provided by the
Committee for such purpose. Any such election shall be made in accordance with section 409A
of the Code and any corresponding guidance and regulations issued under section 409A of the
Code. Notwithstanding a Participant's election pursuant to this Paragraph, if the Change of
Control Date occurs prior to the Deferred Date, the distribution of the Participant's earned
Performance Units, plus corresponding dividend equivalents, will be the Change of Control
Date. If a Distribution Date is delayed one or more times pursuant to this Paragraph 6, the new
Distribution Date shall be referred to as the "Deferred Date."

7. Dividend Equivalents. Until the earlier of the Distribution Date (or the Deferred Date, if
elected) or the Change of Control Date, if any dividends are declared with respect to the shares
of Company Stock, the Company shall credit to a dividend equivalent account (the "Dividend
Equivalent Account") the value of the dividends that would have been distributed if the
Performance Units credited to the Participant's Performance Unit Account at the time of the
declaration of the dividend were shares of Company Stock. At the same time that the
Performance Units are converted to shares of Company Stock and distributed to the Participant,
the Company shall pay to the Participant a lump sum cash payment equal to the value of the
dividends credited to the Participant's Dividend Equivalent Account; provided, however, that
any dividends that were credited to the Participant's Dividend Equivalent Account that are
attributable to Performance Units that have been forfeited as provided in Paragraph 3 and 4
above shall be forfeited and not payable to the Participant. No interest shall accrue on any
dividend equivalents credited to the Participant's Dividend Equivalent Account.

8. Change of Control. Except as set forth above, the provisions set forth in the Plan
applicable to a Change of Control (as defined in the Plan) shall apply to the Performance Units,
and, in the event of a Change of Control, the Committee may take such actions as it deems
appropriate pursuant to the Plan and is consistent with the requirements of section 409A of the
Code.

9. Acknowledgment by Participant. By accepting this Grant, the Participant acknowledges
that with respect to any right to distribution pursuant to this Grant, the Participant is and shall be
an unsecured general creditor of the Company without any preference as against other unsecured
general creditors of the Company, and the Participant hereby covenants for himself or herself,
and anyone at any time claiming through or under the Participant, not to claim any such
preference, and hereby disclaims and waives any such preference which may at any time be at
issue, to the fullest extent permitted by applicable law. The Participant also hereby agrees to be
bound by the terms and conditions of the Plan and this Grant. The Participant further agrees to
be bound by the determinations and decisions of the Committee with respect to this Grant and
the Plan and the Participant's rights to benefits under this Grant and the Plan, and agrees that all
such determinations and decisions of the Committee shall be binding on the Participant, his or
her beneficiaries and any other person having or claiming an interest under this Grant and the
Plan on behalf of the Participant.
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10. Restrictions on Issuance or Transfer of Shares of Company Stock.

(a) The obligation of the Company to deliver shares of Company Stock upon the
Participant earning the Performance Units shall be subject to the condition that if at any time the
Committee shall determine in its discretion that the listing, registration or qualification of the
shares of Company Stock upon any securities exchange or under any state or federal law, or the
consent or approval of any governmental regulatory body is necessary or desirable as a condition
of, or in connection with, the issuance of shares of Company Stock, the shares of Company
Stock may not be issued in whole or in part unless such listing, registration, qualification,
consent or approval shall have been effected or obtained free of any conditions not acceptable to
the Committee. The issuance of shares of Company Stock and the payment of cash to the
Participant pursuant to this Grant is subject to any applicable taxes and other laws or regulations
of the United States or of any state having jurisdiction thereof.

(b) As a condition to receive any shares of Company upon conversion of the earned
Performance Units, the Participant agrees:

(i) to be bound by the Company's policies regarding the limitations on the
transfer of such shares, and understands that there may be certain times during the year
that the Participant will be prohibited from selling, transferring, pledging, donating,
assigning, mortgaging, hypothecating or otherwise encumbering the shares; and

(ii) that any shares of Company Stock received by the Participant upon the
distribution of the earned Performance Units pursuant to this Grant shall be subject to the
restrictions set forth in the Company's Stock Retention Program for Executives.

11. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of
which are incorporated herein by reference, and in all respects shall be interpreted in accordance
with the Plan. In the event of any contradiction, distinction or difference between this Grant and
the terms of the Plan, the terms of the Plan will control. Except as otherwise defined in this
Grant, capitalized terms used in this Grant shall have the meanings set forth in the Plan. This
Grant is subject to the interpretations, regulations and determinations concerning the Plan
established from time to time by the Committee in accordance with the provisions of the Plan,
including, but not limited to, provisions pertaining to (i) rights and obligations with respect to
withholding taxes, (ii) the registration, qualification or listing of the shares of Company Stock,
(iii) changes in capitalization of the Company, and (iv) other requirements of applicable law.
The Committee shall have the authority to interpret and construe this Grant pursuant to the terms
of the Plan, its decisions shall be conclusive as to any questions arising hereunder and the
Participant's acceptance of this Grant is the Participant's agreement to be bound by the
interpretations and decisions of the Committee with respect to this Grant and the Plan.

12. No Rights as Stockholder. The Participant shall not have any rights as a stockholder of
the Company, including the right to any cash dividends (except as provided in Paragraph 7), or
the right to vote, with respect to any Performance Units.

13. No Rights to Continued Employment or Service. This Grant shall not confer upon the
Participant any right to be retained in the employment or service of the Employer and shall not
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interfere in any way with the right of the Employer to terminate the Participant's employment or
service at any time. The right of the Employer to terminate at will the Participant's employment
or service at any time for any reason is specifically reserved.

14. Assignment and Transfers. No Performance Units or dividend equivalents awarded to
the Participant under this Grant may be transferred, assigned, pledged, or encumbered by the
Participant and the Performance Units and dividend equivalents shall be distributed during the
lifetime of the Participant only for the benefit of the Participant. Any attempt to transfer, assign,
pledge, or encumber the Performance Units or dividend equivalents under this Grant by the
Participant shall be null, void and without effect. The rights and protections of the Company
hereunder shall extend to any successors or assigns of the Company. This Grant may be
assigned by the Company without the Participant's consent.

15. Withholding. The Participant shall be required to pay to the Employer, or make other
arrangements satisfactory to the Employer to provide for the payment of, any federal, state, local
or other taxes that the Employer is required to withhold with respect to the grant, vesting and
distribution of the Performance Units and dividend equivalents. Any tax withholding obligation
of the Employer with respect to the distribution of shares of Company Stock pursuant to the
Performance Units that are earned by the Participant under this Grant shall be satisfied by having
shares of Company Stock withheld up to an amount that does not exceed the minimum
applicable withholding tax rate for federal (including FICA), state, local and other tax liabilities.

16. Effect on Other Benefits. The value of shares of Company Stock and dividend
equivalents distributed with respect to the Performance Units shall not be considered eligible
earnings for purposes of any other plans maintained by the Company or the Employer. Neither
shall such value be considered part of the Participant's compensation for purposes of
determining or calculating other benefits that are based on compensation, such as life insurance.

17. Applicable Law. The validity, construction, interpretation and effect of this Grant shall
be governed by and construed in accordance with the laws of the State of Delaware, without
giving effect to the conflicts of laws provisions thereof.

18. Notice. Any notice to the Company provided for in this instrument shall be addressed to
the Company in care ofthe General Counsel at the Company's corporate headquarters, and any
notice to the Participant shall be addressed to such Participant at the current address shown on
the payroll records of the Employer, or to such other address as the Participant may designate to
the Employer in writing. Any notice shall be delivered by hand, sent by telecopy or enclosed in
a properly sealed envelope addressed as stated above, registered and deposited, postage prepaid,
in a post office regularly maintained by the United States Postal Service.

19. Section 409A of the Code. As applicable, this Grant is intended to comply with the
requirements of section 409A of the Code and shall be interpreted and administered to avoid any
penalty sanctions under section 409A of the Code. If any distribution cannot be provided or
made at the time specified herein or as elected by the Participant, then such distribution shall be
provided in full at the earliest time thereafter when such sanctions cannot be imposed. Unless a
valid election is made pursuant to Paragraph 6 above, in no event may the Participant, directly or
indirectly, designate the calendar year of distribution.
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to
execute this Grant, effective as of the Date of Grant.

By: Donald L. Correll

Its: President and CEO
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EXHIBIT A

PERFORMANCE GOAL

The number Performance Units that may be earned shall be determined based on the
achievement ofIncrease in Population Served (as described below) over the Performance Period.

Increase in Population Served - will be calculated based on the three-year increase in population
served from December 31,2009 to December 31,2012 for the communities served by the
Company's regulated and non-regulated operations. The starting point for the calculation will be
the population served of 15,657,090 at December 31,2009, and the ending point for the
calculation will be the population served at December 31, 2012.

As soon as administratively practicable following the end of the Performance Period, the
Committee will certify the level of achievement of the Increase in Population Served.

The award scale is as follows:

Increase in Population
Served

Actual Three Target
Year Increase Award*
35% or more 175%

33% 160%
31% 145%
29% 130%
27% 115%
25% 100%
23% 85%
21% 70%
19% 55%
17% 40%
15% 25%

< 15% 0%

* Results between the award percentages in the award scales will be interpolated. If actual
achievement does not meet threshold performance (i.e., less than 15%), then no Performance
Units will be earned pursuant to this Grant. The maximum number of Performance Units that
may be earned pursuant to this Grant is capped at 175% of the Target Award.

Example

The following is an example calculation for an individual with a Target Award of 1,000
Performance Units:
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Population Served

December 31, 2009

December 31, 2012

Increase (decrease)

% Increase

15,657,090

20,000,000

4,342,910

27.7%

Earned Performance Units

Increase in Population Served

Achievement

27.7%

Award

120.3%

In this example, the individual who was awarded a Target Award of 1,000 Performance Units
would earn 1,203 Performance Units (l,000 x 1.203), which is convertible into an equivalent
number of shares of Company Stock assuming all of the other terms and conditions of the Grant
have been satisfied.
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AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

NONQUALIFIED STOCK OPTION GRANT

This STOCK OPTION GRANT, dated as of April 22, 2008 (the "Date of Grant"), is
delivered by American Water Works Company, Inc. (the "Company") to (the
"Participant").

RECITALS

WHEREAS, in connection with the initial public offering of the shares of common stock
of the Company, par value $0.01 per share, (the "Company Stock"), the Committee (as defined
in the American Water Works Company, Inc. 2007 Omnibus Equity Compensation Plan) has
determined that, in accordance with the terms of the Participant's letter, dated August 27, 2007,
the Participant's contingent cash award will be converted to an equity award (the "Equity
Award") for shares of Company Stock;

WHEREAS, the Equity Award is comprised of two separate grants, a nonqualified stock
option and a restricted stock unit grant; and

WHEREAS, the Committee has determined that the nonqualified stock option portion of
the Equity Award granted to the Participant shall be issued under the American Water Works
Company, Inc. 2007 Omnibus Equity Compensation Plan (the "Plan") and the terms and
conditions of such nonqualified stock option shall be memorialized in this Grant.

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby,
agree as follows:

1. Grant of Option. Subject to the terms and conditions set forth in this Grant and in the
Plan, the Company hereby grants to the Participant a nonqualified stock option (the "Option") to
purchase shares of Company Stock, which is equivalent to 175% of the Participant's
target award, at an exercise price of $21.50 per share of Company Stock.

2. Exercisability of Option.

(a) Except as provided in subparagraphs (b), (c), (d) or (e) below, in order for the
Option to become exercisable the Participant must continue to be employed by, or providing
service to, the Employer (as defined in the Plan) from the Date of Grant through January 1, 2010;
provided that the number of shares of Company Stock subject to the Option that shall become
exercisable on January 1, 2010 (the "Service Date") shall be determined based on the satisfaction
of the performance goals set forth in Exhibit A attached hereto (the "Performance Goals"). The
Committee shall certify the level of achievement of the Performance Goals, which certification
shall occur as soon as administratively practicable after January 1,2009, but not later than ninety
(90) days following January 1,2009, (the "Certification Date"). Any portion of the Option that
does not become exercisable because of the failure to fully satisfy the Performance Goals shall
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be forfeited as ofthe Certification Date and the Participant shall not have any rights to exercise
the portion of the Option attributable to the forfeited shares of Company Stock on the Service
Date.

(b) If at any time prior to the Service Date the Participant's employment or service
with the Employer is terminated on account of death or Total Disability (as defined below), the
Option shall become exercisable as a result of the Participant's termination for death or Total
Disability; provided, however, that the number of shares of Company Stock subject to the Option
that shall become exercisable shall be determined based on the satisfaction of the Performance
Goals and the Option shall not become exercisable until the later of (i) the Committee has
certified the level of achievement of the Performance Goals, which certification shall occur on
the Certification Date, or (ii) the date on which the Participant's employment or service with the
Employer has terminated on account of death or Total Disability. Any portion ofthe Option that
does not become exercisable because of the failure to fully satisfy the Performance Goals shall
be forfeited as of the Certification Date and the Participant or the Participant's beneficiary, as
applicable, shall not have any rights to exercise the portion of the Option attributable to the
forfeited shares of Company Stock. For purposes of this Grant, the term "Total Disability" shall
mean that the Participant has been determined to be totally disabled by the Social Security
Administration.

(c) If at any time prior to the Service Date the Participant's employment or service
with the Employer is terminated on account of Normal Retirement (as defined below), the
Option shall become exercisable as a result of the termination of the Participant's employment or
service on account of Normal Retirement; provided, however, that the number of shares of
Company Stock subject to the Option that shall become exercisable shall be determined based on
the satisfaction of the Performance Goals and such number of shares of Company Stock that
shall be exercisable shall be pro rated, with such pro ration determined by taking the number of
shares that become exercisable based on the satisfaction ofthe Performance Goals, multiplied by
a fraction, the numerator of which is the number of whole months that the Participant was
employed by, or providing service to, the Employer from January 1, 2007 to the date on which
the Participant's employment or service with the Employer terminated on account of Normal
Retirement (with the month in which the Participant terminating counting as a full month) and
the denominator of which is thirty-six (36). The Option shall not become exercisable until the
later of (i) the Committee has certified the level of achievement of the Performance Goals, which
certification shall occur on the Certification Date, or (ii) the date on which the Participant's
employment or service with the Employer has terminated on account of Normal Retirement.
Any portion of the Option that does not become exercisable because ofthe failure to fully satisfy
the Performance Goals, along with the pro rata portion of the shares of Company Stock that do
not become exercisable as described above, shall be forfeited as of the Certification Date and the
Participant shall not have any rights to exercise the portion of the Option attributable to the
forfeited shares of Company Stock. For purposes ofthis Grant, the term "Normal Retirement"
shall mean, at the time of the Participant's termination of employment or service with the
Employer, that the Participant has attained age 62 and been employed or provided service with
the Employer for at least five (5) years.

(d) If at any time prior to the Service Date the Participant's employment or service
with the Employer terminates for any reason other than death, Total Disability or Normal
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Retirement, all of the shares of Company Stock subject to the Option shall be immediately
forfeited and the Participant shall not have any rights to exercise such shares.

(e) If at any time prior to the Service Date, but while the Participant is employed by
or providing service to the Employer, a Change of Control (as defined in the Plan) occurs, then
the Option shall become exercisable as ofthe date of the Change of Control (the "Change of
Control Date"); provided, however, that the number of shares of Company Stock subject to the
Option that shall become exercisable as of the Change of Control Date shall be determined based
on the satisfaction of the Performance Goals as of the (i) date of the Change of Control ifthe
Change of Control occurs prior to the Certification Date, with such criteria adjusted using actual
performance through the most recent reporting period prior to the Change of Control as
compared to the forecast, or (ii) the Certification Date, if the Certification Date occurs prior to
the date of the Change of Control. The Option shall not become exercisable until the Committee
has certified the level of achievement of the Performance Goals, which certification shall occur
on the Certification Date or the Change of Control Date, if earlier. Any portion of the Option
that does not become exercisable because of the failure to fully satisfy the Performance Goals
shall be forfeited as of the Certification Date or the Change of Control Date, if earlier, and the
Participant shall not have any rights to exercise the portion of the Option attributable to the
forfeited shares of Company Stock.

3. Term of Option.

(a) The Option shall have a term from the Date of Grant through December 31,2013
and shall terminate at the expiration ofthat period, unless it is terminated at an earlier date
pursuant to the provisions of this Grant or the Plan.

(b) The Option shall automatically terminate upon the happening of the first of the
following events:

(i) If the Participant's employment or service with the Employer terminates
on account of death or Total Disability, the expiration of the later of (A) the one year
period following the date of the Participant's death or Total Disability or (B) the one year
period following the earlier of the Certification Date or the Change of Control Date.

(ii) If the Participant's employment or service with the Employer terminates
on account of Normal Retirement, the expiration ofthe later of (A) the one year period
following the date of the Participant's termination on account of Normal Retirement or
(B) the one year period following the earlier of the Certification Date or the Change of
Control Date.

(iii) lithe Participant's employment or service with the Employer terminates
for any reason other than on account of Cause (as defined below), death, Total Disability
or Normal Retirement, the expiration of the later of (A) the ninety (90) day period
following the date of the Participant's termination of employment or service or (B) the
ninety (90) day period following the earlier of the Certification Date or the Change of
Control Date.
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(iv) The date on which the Participant ceases to be employed by, or provide
service to, the Employer for Cause. In addition, notwithstanding the prior provisions of
this Paragraph 3, ifthe Participant engages in conduct that constitutes Cause after the
Participant's employment or service terminates, the Option shall immediately terminate.
For purposes of this Grant, the term "Cause" shall mean a finding by the Committee that
the Participant (A) has breached his or her employment or service contract with the
Employer, if any; (B) has engaged in disloyalty to the Employer, including, without
limitation, fraud, embezzlement, theft, commission of a felony or proven dishonesty; (C)
has disclosed trade secrets or confidential information of the Employer to persons not
entitled to receive such information; (D) has breached any written noncompetition or
nonsolicitation agreement between the Participant and the Employer; or (E) has engaged
in such other behavior detrimental to the interests of the Employer as the Committee
determines.

Notwithstanding the foregoing, in no event may the Option be exercised after December 31,
2013. Except as provided in Paragraph 2, any portion ofthe Option that is not exercisable at the
time the Participant ceases to be employed by, or provide service to, the Employer shall
immediately terminate.

4. Exercise Procedures.

(a) Subject to the provisions of Paragraphs 2 and 3 above, the Participant may
exercise part or all of the exercisable portion of the Option by giving the Company written notice
of intent to exercise in the manner provided in this Grant, specifying the number of shares of
Company Stock as to which the Option is to be exercised and the method of payment. Payment
of the exercise price shall be made in accordance with procedures established by the Committee
from time to time based on the type of payment being made but, in any event, prior to issuance
of the shares of Company Stock. The Participant shall pay the exercise price (i) in cash; (ii) with
the approval of the Committee, by delivering shares of Company Stock, which shall be valued at
their fair market value on the date of delivery, or by attestation (on a form prescribed by the
Committee) to ownership of shares of Company Stock having a fair market value on the date of
exercise equal to the exercise price; (iii) by payment through a broker in accordance with
procedures permitted by Regulation T of the Federal Reserve Board; or (iv) by such other
method as the Committee may approve, to the extent permitted by applicable law. The
Committee may impose from time to time such limitations as it deems appropriate on the use of
shares of Company Stock to exercise the Option.

(b) The obligation of the Company to deliver shares of Company Stock upon exercise
of the Option shall be subject to all applicable laws, rules, and regulations and such approvals by
governmental agencies as may be deemed appropriate by the Committee, including such actions
as Company counsel shall deem necessary or appropriate to comply with relevant securities laws
and regulations. The Company may require that the Participant (or other person exercising the
Option after the Participant's death) represent that the Participant is purchasing Shares for the
Participant's own account and not with a view to or for sale in connection with any distribution
of the Shares, or such other representation as the Committee deems appropriate.
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(c) All obligations of the Company under this Grant shall be subject to the rights of
the Company as set forth in the Plan to withhold amounts required to be withheld for any taxes,
if applicable.

5. Change of Control. Except as set forth in Paragraph 2(e) ofthis Grant, the provisions of
the Plan applicable to a Change of Control shall apply to the Option, and, in the event of a
Change of Control, the Committee may take such actions as it deems appropriate pursuant to the
Plan.

6. Restrictions on Exercise. Except as the Committee may otherwise permit pursuant to the
Plan, only the Participant may exercise the Option during the Participant's lifetime and, after the
Participant's death, the Option shall be exercisable (subject to the limitations specified in the
Plan) solely by the legal representatives of the Participant, or by the person who acquires the
right to exercise the Option by will or by the laws ofdescent and distribution, to the extent that
the Option is exercisable pursuant to this Agreement.

7. Grant Subject to Plan Provisions. This Grant is made pursuant to the Plan, the terms of
which is incorporated herein by reference, and in all respects shall be interpreted in accordance
with the Plan. The Grant and exercise of the Option are subject to interpretations, regulations
and determinations concerning the Plan established from time to time by the Committee in
accordance with the provisions ofthe Plan, including, but not limited to, provisions pertaining to
(i) rights and obligations with respect to withholding taxes, (ii) the registration, qualification or

-' listing of the shares of Company Stock, (iii) changes in capitalization of the Company, and (iv)
other requirements of applicable law. The Committee shall have the authority to interpret and
construe the Option pursuant to the terms of the Plan, and its decisions shall be conclusive as to
any questions arising hereunder. By accepting this Grant, the Participant agrees to be bound by
the terms of the Plan and the Grant and that all decisions and determinations of the Committee
with respect to the Grant shall be final and binding on the Participant and the Participant's
beneficiaries.

8. Restrictions on Sale or Transfer of Shares.

(a) The Participant agrees that he or she shall not sell, transfer, pledge, donate, assign,
mortgage, hypothecate or otherwise encumber the shares of Company Stock underlying the
Option unless the shares of Company Stock are registered under the Securities Act of 1933, as
amended (the "Securities Act") or the Company is given an opinion of counsel reasonably
acceptable to the Company that such registration is not required under the Securities Act.

(b) As a condition to receive any shares of Company Stock upon the exercise of the
Option, the Participant agrees:

(i) to be bound by the Company's policies regarding the limitations on the
transfer of such shares, and understands that there may be certain times during the year
that the Participant will be prohibited from selling, transferring, pledging, donating,
assigning, mortgaging, hypothecating or otherwise encumbering the shares; and

(ii) that 50% of the shares of Company Stock obtained by the Participant upon
the exercise of the Option shall not be tradable until the Participant owns enough shares,
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measured using the average price per share of all shares of Company Stock the
Participant owns outright, stock or stock units held in deferred compensation plans,
including tax-qualified retirement plans, and time-based restricted stock, to meet or
exceed 300% of the Participant's salary.

9. No Employment or Other Rights. This Grant shall not confer upon the Participant any
right to be retained by or in the employ or service of the Employer and shall not interfere in any
way with the right of the Employer to terminate the Participant's employment or service at any
time. The right of the Employer to terminate at will the Participant's employment or service at
any time for any reason is specifically reserved.

10. No Stockholder Rights. Neither the Participant, nor any person entitled to exercise the
Participant's rights in the event of the Participant's death, shall have any of the rights and
privileges of a stockholder with respect to the shares of Company Stock subject to the Option,
until certificates for shares of Company Stock have been issued upon the exercise of the Option.

11. Assignment and Transfers. Except as the Committee may otherwise permit pursuant to
the Plan, the rights and interests of the Participant under this Grant may not be sold, assigned,
encumbered or otherwise transferred except, in the event of the death of the Participant, by will
or by the laws of descent and distribution. In the event of any attempt by the Participant to
alienate, assign, pledge, hypothecate, or otherwise dispose of the Option or any right hereunder,
except as provided for in this Grant, or in the event of the levy or any attachment, execution or
similar process upon the rights or interests hereby conferred, the Company may terminate the
Option by notice to the Participant, and the Option and all rights hereunder shall thereupon
become null and void. The rights and protections of the Company hereunder shall extend to any
successors or assigns of the Company and to the Company's parents, subsidiaries, and affiliates.
This Agreement may be assigned by the Company without the Participant's consent.

12. Effect on Other Benefits. The value of shares of Company Stock received upon exercise
of the Option shall not be considered eligible earnings for purposes of any other plans
maintained by the Company or the Employer. Neither shall such value be considered part of the
Participant's compensation for purposes of determining or calculating other benefits that are
based on compensation, such as life insurance.

13. Applicable Law. The validity, construction, interpretation and effect of this instrument
shall be governed by and construed in accordance with the laws of the State of Delaware,
without giving effect to the conflicts oflaws provisions thereof.

14. Notice. Any notice to the Company provided for in this instrument shall be addressed to
the Company in care ofthe General Counsel at the Company's corporate headquarters, and any
notice to the Participant shall be addressed to such Participant at the current address shown on
the payroll records of the Employer, or to such other address as the Participant may designate to
the Employer in writing. Any notice shall be delivered by hand, sent by telecopy or enclosed in
a properly sealed envelope addressed as stated above, registered and deposited, postage prepaid,
in a post office regularly maintained by the United States Postal Service.

[SIGNATURE PAGE FOLLOWSj
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to
execute this Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS COMPANY, INC.

By: George MacKenzie, Jr.

Its: Chairman of the Board
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EXHIBIT A

The number of shares of Company Stock subject to the Option that shall be exercisable shall be
determined as follows:

23,314 shares

13,322 shares
1.75x ----

For the purposes ofthis Grant, the Company's net income will be adjusted for certain
non-recurring items related to the initial public offering (the "IPO"), impairments, the settlement
of income tax audits, changes in benefit plan costs that are not related to management decisions,
effects resulting from changes in accounting principles and other items.

At IPO, a "Conditional" award was granted at 175% of the Participant's target award.
The conditional award will only be earned based on the Company's actual performance for 2007
and 2008. The number of shares subject to the Option to become exercisable will be determined
by comparing (1) the sum of the Company's actual net income for 2007 and 2008 to (2) the sum
of the Company's forecasted net income at the date of Grant for 2007 and 2008. Awards earned
based on performance will become exercisable on January 1,2010. If the sum of actual net
income is 100% of the sum of forecasted net income at the time of this Grant, then 100% of the
Participant's target award will be earned. If the sum of actual net income is 80% of the sum of
forecasted net income at the time ofthis Grant, then 25% ofthe Participant's target award will be
earned. No award will be earned if actual net income is less than 80% of the forecast. A
maximum award of 175% of the target award will be earned ifthe sum of actual net income is
120% or more of the sum of forecasted net income at the time of this Grant. The formula
determining the percentage ofthe target award that will be earned is y = 3.75x - 2.75, where x
equals the percentage achievement of net income forecasted for 2007 and 2008.

Below is an example for a Participant with a conditional grant of an Option to purchase
23,314 shares of Company Stock:

Conditional Grant
Target Award
Maximum Grant Factor
Conditional Grant (at
maximum)

Earned Award
2007-2008 Net Income Actual
2007-2008 Net Income
Forecast
Achievement (of forecast)

Percentage Adjustment
Target Award
Award Earned

$320.0

/ $300.0
106.67%

x 3.75
4.0001
2.7500

125.01%
x 13,322 shares

16,655 shares

NOTE: All values shown in this example are illustrative only.
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AMERICAN WATER WORKS COMPANY, INC.

2007 OMNIBUS EQUITY COMPENSATION PLAN

RESTRICTED STOCK UNIT GRANT

This RESTRICTED STOCK UNIT GRANT, dated as of April 22, 2008 (the "Date of
Grant"), is delivered by American Water Works Company, Inc. (the "Company") to
_____ (the "Participant").

RECITALS

WHEREAS, in connection with the initial public offering ofthe shares of common stock
of the Company, par value $0.01 per share, (the "Company Stock"), the Committee (as defined
in the American Water Works Company, Inc. 2007 Omnibus Equity Compensation Plan) has
determined that, in accordance with the terms of the Participant's letter, dated August 27, 2007,
the Participant's contingent cash award will be converted to an equity award (the "Equity
Award") for shares of Company Stock;

WHEREAS, the Equity Award is comprised of two separate grants, a nonqualified stock
option and a restricted stock unit grant; and

WHEREAS, the Committee has determined that the restricted stock unit portion of the
Equity Award granted to the Participant shall be issued under the American Water Works
Company, Inc. 2007 Omnibus Equity Compensation Plan (the "Plan") and the terms and
conditions of such restricted stock unit shall be memorialized in this Grant.

NOW, THEREFORE, the parties to this Grant, intending to be legally bound hereby,
agree as follows:

1. Grant of Restricted Stock Units. Subject to the terms and conditions set forth in this
Grant and the Plan, the Company hereby grants to the Participant units (the
"Restricted Stock Units"), which is equivalent to 175% of the Participant's target award. Each
unit (a "Unit") shall be a phantom right and shall be equivalent to one share of Company Stock
on the applicable Redemption Date (as defined below).

2. Restricted Stock Unit Account. The Company shall establish and maintain a Restricted
Stock Unit account as a bookkeeping account on its records (the "Restricted Stock Unit
Account") for the Participant and shall record in such Restricted Stock Unit Account the number
ofRestricted Stock Units granted to the Participant. The Participant shall not have any interest
in any fund or specific assets of the Company by reason of this grant or the Restricted Stock Unit
Account established for the Participant.

3. Vesting.

(a) Except as provided in subparagraphs (b), (c), (d) or (e) below, in order to become
vested in the Restricted Stock Units the Participant must continue to be employed by, or
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providing service to, the Employer (as defined in the Plan) from the Date of Grant through
January 1,2010; provided, however, that the number of Units that shall become vested on
January 1, 2010 (the "Service Date") shall be determined based on the satisfaction of the
performance goals set forth in Exhibit A attached hereto (the "Performance Goals"). The
Committee shall certify the level of achievement of the Performance Goals, which certification
shall occur as soon as administratively practicable after January 1,2009, but not later than ninety
(90) days following January 1,2009, (the "Certification Date"). Any portion of the Restricted
Stock Unit that does not become vested because of the failure to fully satisfy the Performance
Goals shall be forfeited as ofthe Certification Date and the Participant shall not have any rights
with respect to the vesting or the redemption of the portion of the Restricted Stock Unit that has
become forfeited.

(b) If at any time prior to the Service Date the Participant's employment or service
with the Employer is terminated on account of death or Total Disability (as defined below), the
Participant or the Participant's beneficiary, as applicable, shall become vested in the Restricted
Stock Units as a result of the Participant's termination for death or Total Disability; provided,
however, that the number of Units that shall become vested shall be determined based on the
satisfaction of the Performance Goals. No vesting ofthe Units shall occur until the Committee
has certified the level of achievement of the Performance Goals, which certification shall occur
on the Certification Date. Any portion of the Restricted Stock Unit that does not become vested
because of the failure to fully satisfy the Performance Goals shall be forfeited as of the
Certification Date and the Participant or the Participant's beneficiary, as applicable, shall not
have any rights with respect to the vesting or the redemption of the portion of the Restricted
Stock Unit that has become forfeited. For purposes of this Grant, the term "Total Disability"
shall mean that the Participant has been determined to be totally disabled by the Social Security
Administration.

(c) If at any time prior to the Service Date the Participant's employment or service
with the Employer is terminated on account of Normal Retirement (as defined below), the
Participant shall become vested in the Restricted Stock Units as a result of the Participant's
termination for Normal Retirement; provided, however, that the number of Units that shall
become vested shall be determined based on the satisfaction of the Performance Goals and such
number of Units that shall become vested shall be pro rated, with such pro ration determined by
taking the total number of Units subject to the Restricted Stock Unit that become vested based on
the satisfaction of the Performance Goals, multiplied by a fraction, the numerator of which is the
number of whole months that the Participant was employed by, or providing service to, the
Employer from January 1,2007 to the date on which the Participant's employment or service
with the Employer terminated on account of Normal Retirement (with the month in which the
Participant terminating counting as a full month) and the denominator of which is thirty-six (36).
No vesting of the Units shall occur until the Committee has certified the level of achievement of
the Performance Goals, which certification shall occur on the Certification Date. Any portion of
the Restricted Stock Unit that does not become vested because of the failure to fully satisfy the
Performance Goals, along with the pro rata portion of the Units that do not become vested as
described above, shall be forfeited as of the Certification Date and the Participant shall not have
any rights with respect to the vesting or the redemption of the portion of the Restricted Stock
Unit that has become forfeited. For purposes of this Grant, the term "Normal Retirement" shall
mean, at the time of the Participant's termination of employment or service with the Employer,
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that the Participant has attained age 62 and been employed or provided service with the
Employer for at least five (5) years.

(d) If at any time prior to the Service Date the Participant's employment or service
with the Employer terminates for any reason other than death, Total Disability or Normal
Retirement, all ofthe Units subject to the Restricted Stock Unit shall be immediately forfeited
and the Participant shall not have any rights with respect to the vesting or the redemption of any
portion of the Restricted Stock Unit.

(e) If at any time prior to the Service Date, but while the Participant is employed by
or providing service to the Employer, a Change of Control (as defined below) occurs, then the
Restricted Stock Unit shall become vested as of the date of the Change of Control (the "Change
of Control Date"); provided, however, that the number of Units that shall become vested as of
the Change of Control Date shall be determined based on the satisfaction of the Performance
Goals as of the (i) date of the Change of Control, ifthe Change of Control occurs prior to the
Certification Date, with such criteria adjusted using actual performance through the most recent
reporting period prior to the Change of Control as compared to the forecast, or (ii) Certification
Date, if the Certification Date occurs prior to the date of the Change of Control. No vesting of
the Units shall occur until the Committee has certified the level of achievement of the
Performance Goals, which certification shall occur on the Certification Date or the Change of
Control Date, if earlier. Any portion of the Restricted Stock Unit that does not become vested
because of the failure to fully satisfy the Performance Goals, as adjusted pursuant to this
subparagraph, shall be forfeited as ofthe Certification Date or Change of Control Date, if earlier,
and the Participant shall not have any rights with respect to the vesting or the redemption of the
portion of the Restricted Stock Unit that has become forfeited. For purposes of this Agreement,
the term "Change of Control" shall mean as such term is defined in the Plan, except that a
Change of Control shall not be deemed to have occurred for purposes of this Agreement unless
the event constituting the Change of Control constitutes a change in the ownership or effective
control ofthe Company, or in the ownership of a substantial portion of the assets of the
Company, within the meaning of section 409A of the Internal Revenue Code of 1986, as
amended (the "Code") and its corresponding regulations.

4. Redemption. Unless an election is made pursuant to Paragraph 5 below, the Restricted
Stock Units that become vested pursuant to Paragraph 3 above shall be redeemed by the
Company on: (i) the Service Date, or as soon as administratively practicable thereafter, but not
later than thirty (30) days following the Service Date, if the Participant continues to be employed
by, or provide service to the Employer, from the Date of Grant to the Service Date; (ii) the
Certification Date, or as soon as administratively practicable thereafter, but not later than thirty
(30) days following the Certification Date, if the Participant terminates employment or service
with the Employer for death, Total Disability or Normal Retirement on or prior to the
Certification Date, (iii) the date on which the Participant terminates employment or service with
the Employer on account of death, Total Disability or Normal Retirement, or as soon as
administratively practicable thereafter, but not later than thirty (30) days following such
termination of employment or service with the Employer, ifthe Participant terminates
employment or service with the Employer for death, Total Disability or Normal Retirement after
the Certification Date, but prior to the Service Date; or (iv) the Change of Control Date, if earlier
than the Service Date (collectively, the "Redemption Date"). On the Redemption Date (or, if
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applicable, the Deferred Date, as defined in Paragraph 5 below), all Restricted Stock Units that
have become vested pursuant to Paragraph 3 will be redeemed and converted to an equivalent
number of shares of Company Stock, and the Participant shall receive a single sum distribution
of such shares of Company Stock, which shall be issued under the Plan. Notwithstanding the
foregoing, if the Change of Control does not constitute a permitted change in control event under
section 409A of the Code, then the Redemption Date for the Restricted Stock Units shall not be
on the occurrence of the Change of Control, but instead shall be the date described in clauses (i),
(ii) or (iii) above, as applicable, as if no Change of Control occurred, or, if elected, the Deferred
Date (as defined below). All redemptions pursuant to this Paragraph 4 shall be deemed as a
separate payment for purposes of section 409A of the Code.

5. Deferrals.

(a) No later than December 31,2008, the Participant may make an irrevocable
election to defer the Redemption Date of any portion of, or all of, the Restricted Stock Units that
vest, to a date that occurs after the Redemption Date by completing the deferral election form
provided to the Participant by the Committee, in the form attached hereto as Exhibit B or as
subsequently modified to comply with the requirements of section 409A of the Code; provided,
however, that if the Redemption Date occurs at any time during the 2008 calendar year, the
Participant's deferral election pursuant to this Paragraph 5(a) shall not become effective. Any
such election shall be made in accordance with section 409A of the Code and any corresponding
guidance and regulations issued under section 409A of the Code.

(b) After December 31, 2008, the Participant may make an irrevocable election to
defer the Redemption Date (or further defer the Deferred Date (as defined below), if applicable)
of any of the Restricted Stock Units that vest to a later date, provided that (i) the election shall
not take effect until at least twelve (12) months after the date on which the election is made, (ii)
the new Redemption Date cannot be earlier than five (5) years from the original Redemption
Date under Paragraph 4 above (or five (5) years from the previously applicable Deferred Date, if
a subsequent deferral of a Deferred Date is being made), and (iii) the election must be made no
less than twelve (12) months prior to the date of the Redemption Date (twelve (12) months prior
to the previously applicable Deferred Date, if a subsequent deferral of a Deferred Date is being
made). To defer the Redemption Date, the Participant must complete the deferral election form
provided to the Participant by the Committee, in the form attached hereto as Exhibit B or as
subsequently modified to comply with the requirements of section 409A of the Code. Any such
election shall be made in accordance with section 409A of the Code and any corresponding
guidance and regulations issued under section 409A of the Code.

(c) If a Redemption Date is delayed one or more times pursuant to this Paragraph 5,
the new Redemption Date shall be referred to as the "Deferred Date." All redemptions pursuant
to this Paragraph 5 shall be deemed as a separate payment for purposes of section 409A of the
Code.

6. Dividend Equivalents. Until the Redemption Date (or the Deferred Date, if elected), if
any dividends are declared with respect to the shares of Company Stock, the Company shall
credit to a dividend equivalent account (the "Dividend Equivalent Account") the value of the
dividends that would have been distributed ifthe Restricted Stock Units credited to the
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Participant's Restricted Stock Unit Account at the time of the declaration of the dividend were
shares of Company Stock. On the Redemption Date (or the Deferred Date, if applicable), the
Company shall pay to the Participant a lump sum cash payment equal to the value of the
dividends created to the Participant's Dividend Equivalent Account; provided, however, that any
dividends that were credited to the Participant's Dividend Equivalent Account that are
attributable to Units that have been forfeited as provided in Paragraph 3 above shall be forfeited
and not payable to the Participant. No interest shall accrue on any dividend equivalents credited
to the Participant's Dividend Equivalent Account. Each cash payment pursuant to this Paragraph
6 shall be deemed as a separate payment for purposes of section 409A of the Code.

7. Change of Control. Except as set forth in Paragraph 3(e) of this Grant, the provisions set
forth in the Plan applicable to a Change of Control shall apply to the Restricted Stock Units, and,
in the event of a Change of Control, the Committee may take such actions as it deems
appropriate pursuant to the Plan and is consistent with the requirements of section 409A of the
Code.

8. Acknowledgment by Participant. By accepting this Grant, the Participant acknowledges
that with respect to any right to redemption or distribution pursuant to this Grant, the Participant
is and shall be an unsecured general creditor of the Company without any preference as against
other unsecured general creditors of the Company, and the Participant hereby covenants for
himself or herself, and anyone at any time claiming through or under the Participant not to claim
any such preference, and hereby disclaims and waives any such preference which may at any
time be at issue, to the fullest extent permitted by applicable law. The Participant also hereby
agrees to be bound by the terms and conditions of the Plan and this Grant. The Participant
further agrees to be bound by the determinations and decisions of the Committee with respect to
this Grant and the Plan and the Participant's rights to benefits under this Grant and the Plan, and
agrees that all such determinations and decisions of the Committee shall be binding on the
Participant, his or her beneficiaries and any other person having or claiming an interest under this
Grant and the Plan on behalf of the Participant.

9. Restrictions on Issuance or Transfer of Shares of Company Stock.

(a) The obligation of the Company to deliver shares of Company Stock upon the
redemption of the Restricted Stock Units shall be subject to the condition that if at any time the
Committee shall determine in its discretion that the listing, registration or qualification of the
shares of Company Stock upon any securities exchange or under any state or federal law, or the
consent or approval of any governmental regulatory body is necessary or desirable as a condition
of, or in connection with, the issuance of shares of Company Stock, the shares of Company
Stock may not be issued in whole or in part unless such listing, registration, qualification,
consent or approval shall have been effected or obtained free of any conditions not acceptable to
the Committee. The issuance of shares of Company Stock and the payment of cash to the
Participant pursuant to this Grant is subject to any applicable taxes and other laws or regulations
of the United States or of any state having jurisdiction thereof.

(b) As a condition to receive any shares of Company Stock on the Redemption Date
(or the Deferred Date, if applicable), the Participant agrees:
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determination policy, then all payments to the Participant pursuant to this Agreement shall be
postponed for a period of six months following the Participant's separation from service from the
Employer. The postponed amounts shall be paid to the Participant in a lump sum within thirty
(30) days after the date that is six (6) months following the Participant's separation from service
from the Employer, and any amounts payable to the Participant after the expiration of such six
(6) month period under this Agreement shall continue to be paid to the Participant in accordance
with the terms ofthis Agreement. Ifthe Participant dies during such six-month period and prior
to the payment of the postponed amounts hereunder, the amounts delayed on account of section
409A of the Code shall be paid to the personal representative of the Participant's estate within
sixty (60) days after the Company receives notice of the Participant's death, and any amounts not
delayed shall be paid to the personal representative of the Participant's estate in accordance with
the terms of this Agreement.

[SIGNATURE PAGE FOLLOWSj
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IN WITNESS WHEREOF, the Company has caused its duly authorized officer to
execute this Grant, effective as of the Date of Grant.

AMERICAN WATER WORKS COMPANY, INC.

By: George MacKenzie, Jr.

Its: Chairman of the Board
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EXHIBIT A

The number of Units subject to the Restricted Stock Unit that shall be vested shall be determined
as follows:

For the purposes of this Grant, the Company's net income will be adjusted for certain
non-recurring items related to the initial public offering (the "IPQ"), impairments, the settlement
of income tax audits, changes in benefit plan costs that are not related to management decisions,
effects resulting from changes in accounting principles and other items.

At the IPO, a "Conditional" award was granted at 175% of the Participant's target award.
The conditional award will only be earned based on the Company's actual performance for 2007
and 2008. The number of Restricted Stock Units earned will be determined by comparing (1) the
sum of the Company's actual net income for 2007 and 2008 to (2) the sum of the Company's
forecasted net income at the Date of Grant for 2007 and 2008. Awards earned based on
performance will vest on January 1, 2010. If the sum of actual net income is 100% ofthe sum of
forecasted net income at the time of this Grant, then 100% of the Participant's target award will
be earned. If the sum of actual net income is 80% of the sum of forecasted net income at the
time ofthis Grant, then 25% ofthe Participant's target award will be earned. No award will be
earned if actual net income is less than 80% of the forecast. A maximum award of175% ofthe
target award will be earned if the sum of actual net income is 120% or more of the sum of
forecasted net income at the time of this Grant. The formula determining the percentage of the
target award that will be earned is y = 3.75x - 2.75, where x equals the percentage achievement
of net income forecasted for 2007 and 2008.

Below is an example for a Participant with a conditional grant of 3,071 Restricted Stock

1,755 RSUs
1.75x

----

3,071 RSUs

Units:

Conditional Grant
Target Award
Maximum Grant Factor
Conditional Grant (at
maximum)

Earned Award
2007-2008 Net Income Actual
2007-2008 Net Income
Forecast
Achievement (of forecast)

Percentage Adjustment
Target Award
Award Earned

$320.0

/ $300.0
106.67%

x 3.75
4.0001
2.7500

125.01 %
x 1,755 RSUs

2,194 RSUs

NOTE: All values shown in this example are illustrative only.
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EXHIBIT B
SUBSEQUENT DEFERRAL ELECTION FORM

PART A. TIME OF REDEMPTION (only complete subpart (a) or (b), but not both)

(a) Election to Defer Redemption of Restricted Stock Units No Later Than December 31,
2008

THIS SUBPART (a) SHOULD ONLY BE COMPLETED IF YOU ARE MAKING THE
ELECTION NO LATER THAN DECEMBER 31,2008; PROVIDED, HOWEVER, THAT
THIS ELECTION SHALL NOT BECOME EFFECTIVE IF THE REDEMPTION DATE
OCCURS IN THE 2008 CALENDAR YEAR.

I, , (the "Participant") hereby irrevocably elect to have the
________ Restricted Stock Units (the "Deferred Units") that were granted to me on
___________, 200_ pursuant to the Restricted Stock Unit Grant Agreement
(the "Agreement") under the American Water Works Company, Inc. 2007 Omnibus Equity
Compensation Plan (the "Plan") that would have been redeemed by American Water Works
Company, Inc. (the "Company") on ,2__ (the "Redemption Date"), to
instead be redeemed on ,2__ (the "Deferred Date"), which is a
date that is no sooner than the original Redemption Date for such Restricted Stock Units.

(b) Election to Defer Redemption of Restricted Stock Units After December 31, 2008.

THIS SUBPART (b) SHOULD ONLY BE COMPLETED IF YOU ARE MAKING THE
ELECTION AFTER DECEMBER 31,2008.

I, , (the "Participant") hereby irrevocably elect to have the
________ Restricted Stock Units (the "Deferred Units") granted to me on
_____________, 2__ pursuant to the Restricted Stock Unit Grant
Agreement (the "Agreement") under the American Water Works Company, Inc. 2007 Omnibus
Equity Compensation Plan (the "Plan") that would have been redeemed by American Water
Works Company, Inc. (the "Company") on ,2__ (the "Redemption
Date"), to instead be redeemed on ,2__ (the "Deferred Date"), which
is a date that is no earlier than five (5) years from the Redemption Date under the Agreement.
This election is being made at least twelve (12) months prior to the date on which the Restricted
Stock Units were scheduled to be redeemed.

PART B. ACKNOWLEDGMENT

I understand and expressly agree that the Deferred Date for the Deferred Units shall be the date I
specified in Part A(a) or (b) above, and I will not be entitled to receive a redemption of the
Deferred Units on an earlier date. I also understand and expressly agree that this deferral
election is irrevocable, and, with respect to an election made pursuant to (i) Part A(a) above,
shall not take effect if the Redemption Date occurs in the 2008 calendar year, and (ii) Part A(b)
above, shall not take effect until twelve (12) months after the date on which I make this election.
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I also understand and agree that this election only applies to those Restricted Stock Units in
which I become vested as described in Paragraph 3 of the Agreement.

PARTICIPANT SIGNATURE

Date: _

Receipt Acknowledged:

AMERICAN WATER WORKS COMPANY, INC.

By:
Name: _
Title: ---------------
Date: _

B-2
I-DA/2045919.11
G: HR Divestiture-Omnibus Equity Plan-Forms to E'Trade Form.First Grant RSU.MLI.DOC

KAW_R_AGDR2#24_052410
Page 198 of 227



KAW_R_AGDR2#24_052410
Page 199 of 227



h
y

w
e

'r
e

h
e

re
to

d
a

y

D
is

cu
ss

th
e

n
ew

A
m

er
ic

an
W

at
er

E
q

u
it

y
A

w
ar

d
s

P
ro

vi
d

e
in

fo
rm

at
io

n
ab

o
u

t:
H

ow
th

is
aw

ar
d

fit
s

in
to

yo
ur

to
ta

l
co

m
pe

ns
at

io
n

H
ow

th
e

aw
ar

d
w

or
ks

A
n

sw
er

yo
u

r
q

u
es

ti
o

n
s

w
w

w
.a

m
w

a
te

l..
co

m

•KAW_R_AGDR2#24_052410
Page 200 of 227



KAW_R_AGDR2#24_052410
Page 201 of 227



O
u

r
le

a
d

e
rs

h
ip

d
ri

ve
s

o
u

r
su

cc
e

ss

~
A

s
le

ad
er

s,
yo

u
h

o
ld

th
e

ke
y

to
A

m
er

ic
an

W
at

er
's

su
cc

es
s

@
Y

o
u

h
av

e
th

e
kn

o
w

le
d

g
e

an
d

ex
p

er
ti

se
to

:
~

D
riv

e
pe

rf
or

m
an

ce
~

D
el

iv
er

fin
an

ci
al

an
d

st
ra

te
gi

c
ga

in
s

w
w

w
.a

m
w

a
te

r.
co

m

•KAW_R_AGDR2#24_052410
Page 202 of 227



T
o

ta
l

e
xe

cu
ti

ve
co

m
p

e
n

sa
ti

o
n

a
tA

m
e

ri
ca

n
W

a
te

r

J:
'iJr

6 e
t

w
w

w
.a

m
w

a
te

r.
co

m

+

V
ar

ia
b

le

+

'l
3

t'
\3

b
\e

•KAW_R_AGDR2#24_052410
Page 203 of 227



B
e

n
e

fi
ts

o
ft

h
e

E
q

u
it

y
A

w
a

rd

~
S

tr
e

n
g

th
e

n
s

y
o

u
r

lin
k

to
A

m
e

ri
ca

n
W

a
te

r'
s

sh
a

re
h

o
ld

e
rs

®
E

n
co

u
ra

g
e

s
va

lu
e

-c
re

a
ti

n
g

d
e

ci
si

o
n

s
o

ve
r

ti
m

e

@
A

lig
n

s
co

m
p

e
n

sa
ti

o
n

w
it

h
o

u
r

C
o

m
p

a
n

y
p

h
ilo

so
p

h
y

$
H

e
lp

s
M

L
1

-M
L

3
e

m
p

lo
ye

e
s

m
e

e
ts

h
a

re
o

w
n

e
rs

h
ip

g
o

a
ls

M
L

1
-M

L
3

em
pl

oy
ee

s
m

us
t

ow
n

sh
ar

es
o

fA
m

er
ic

an
W

a
te

r
co

m
m

on
st

oc
k

o
ve

r
a

pe
rio

d
o

ft
im

e
to

be
de

te
rm

in
ed

by
th

e
B

oa
rd

~
O

w
ne

rs
hi

p
go

al
s

va
ry

by
m

a
n

a
g

e
m

e
n

t
le

ve
l

M
L1

M
L2

M
L3

T
hr

ee
tim

es
ba

se
sa

la
ry

T
w

o
tim

es
ba

se
sa

la
ry

O
ne

tim
es

ba
se

sa
la

ry

w
w

w
.a

m
w

a
te

r.
co

m
•

KAW_R_AGDR2#24_052410
Page 204 of 227



O
w

n
e

rs
h

ip
e

xa
m

p
le

Il
lu

st
ra

ti
ve

A
ss

u
m

p
ti

o
n

s

N
u

m
b

e
r

o
fs

to
ck

o
p

ti
o

n
s

g
ra

n
te

d
:

G
ra

n
t

p
ri

ce
:

E
xe

rc
is

e
p

ri
ce

:

T
a

x
ra

te
:

R
e

te
n

tio
n

ra
tio

:

16
,0

00

$2
1.

50

$3
0.

00

35
.0

0/
0

50
%

o
fa

fte
r-

ta
x

sh
ar

es

P
re

-t
a

x
g

a
in

a
te

xe
rc

is
e

:
$1

36
,0

00
.0

0
[1

6,
00

0*
($

30
-$

21
.5

0)
]

®
A

ft
e

r-
ta

x
g

a
in

:
$8

8,
40

0.
00

[$
13

6,
00

0.
00

*(
1-

0.
35

)]

®
N

u
m

b
e

r
o

fs
h

a
re

s
o

w
n

e
d

:
2,

94
7

($
88

,4
00

.0
0/

$3
0)

M
in

im
u

m
sh

a
re

s
re

ta
in

e
d

:
1,

47
4

w
w

w
.a

m
w

a
te

r.
co

m
•

KAW_R_AGDR2#24_052410
Page 205 of 227



KAW_R_AGDR2#24_052410
Page 206 of 227



Y
o

u
r

E
q

u
it

y
A

w
a

rd
m

ix

w
w

w
.a

m
w

a
te

r.
co

m

A
w

ar
d

s
th

at
re

p
re

se
n

t
"n

o
ti

o
n

al
"

sh
ar

es
o

f
A

m
er

ic
an

W
at

er
st

o
ck

•KAW_R_AGDR2#24_052410
Page 207 of 227



__
._.

..J
"_

.

,
,

.
~
(
"

-
~
-

-
:
:
.
.
~
.

,,:
:::

:-:
-

._
"

H
o

w
E

q
u

it
y

A
w

a
rd

s
ar

e
d

e
te

rm
in

e
d

8
o

0
)

ed
o

n
a

ct
u

a
l

m
pa

"y
,r

m
an

ce
'

e
el

id
o

ft
h

e
pe

rf
or

m
·a

n

pe
rf

or
m

an
ce

m
ea

su
re

d
a

te
n

d
o

f
p

e
rf

o
rm

a
n

ce
p

e
ri

o
d

(w
h

e
n

a
u

d
it

e
d

fi
n

a
n

ci
a

l
re

su
lt

s
a

re
a

va
ila

b
le

)

w
w

w
.a

m
w

a
te

r.
co

m

•KAW_R_AGDR2#24_052410
Page 208 of 227



H
o

w
E

q
u

it
y

A
w

a
rd

s
ar

e
d

e
te

rm
in

e
d

(c
o

n
ti

n
u

e
d

)

(0

w
w

w
.a

m
w

a
te

r.
co

m

e
Y

o
u

h
a

ve
be

en
g

ra
n

te
d

tw
o

co
n

d
it

io
n

a
l

a
w

a
rd

s:
~

G
ra

n
t#

1:
V

e
st

s
Ja

n
u

a
ry

1,
20

1-
0

~
G

ra
n

t#
2:

V
e

st
s

Ja
n

u
a

ry
1,

20
11

®
C

o
n

d
it

io
n

a
la

w
a

rd
a

m
o

u
n

ts
ar

e
d

e
te

rm
in

e
d

b
y

R
W

E

•KAW_R_AGDR2#24_052410
Page 209 of 227



H
o

w
E

q
u

it
y

A
w

a
rd

s
ar

e
d

e
te

rm
in

e
d

(c
o

n
ti

n
u

e
d

)

o

w
w

w
.a

m
w

a
te

r.
co

m

@
P

e
rf

o
rm

a
n

ce
m

e
tr

ic
s

~
F

or
G

ra
nt

#1
:

A
m

er
ic

an
W

at
er

's
a

ct
u

a
l

2
0

0
7

/2
0

0
8

ne
t

in
co

m
e

(N
I)

vs
.

fo
re

ca
st

e
d

2
0

0
7

/2
0

0
8

N
I

~
F

or
G

ra
n

t#
2:

A
m

er
ic

an
W

at
er

's
a

ct
u

a
l

2
0

0
8

/2
0

0
9

ne
t

in
co

m
e

(N
I)

vs
.

fo
re

ca
st

e
d

2
0

0
8

/2
0

0
9

N
I

~
C

o
m

p
a

n
y

p
e

rf
o

rm
a

n
ce

a
ss

e
ss

e
d

w
h

e
n

a
u

d
it

e
d

fi
n

a
n

ci
a

l
re

su
lt

s
a

re
a

va
ila

b
le

'.KAW_R_AGDR2#24_052410
Page 210 of 227



I

~
-0
~
(I)

~
e
~

~
~-cts
-2
(,J

«
<li

-ic-

.-

KAW_R_AGDR2#24_052410
Page 211 of 227



A
w

a
rd

e
xa

m
p

le

O
p

ti
o

n
V

a
lu

e
*

R
S

U
V

a
lu

e

Il
lu

st
ra

ti
ve

A
ss

u
m

p
ti

o
n

s

G
ra

n
t#

1

$4
.0

9
pe

r
sh

ar
e

$2
1.

50
pe

r
sh

ar
e

G
ra

n
t#

2

$4
.2

4
pe

r
sh

ar
e

$2
1.

50
pe

r
sh

ar
e

*D
if

fe
re

n
ce

in
o

p
ti

o
n

va
lu

e
s:

G
ra

n
t

#2
ha

s
a

h
ig

h
e

r
m

a
rk

e
t

va
lu

e
th

an
G

ra
n

t#
1,

si
nc

e
th

e
re

is
m

or
e

tim
e

u
n

d
e

r
G

ra
n

t#
2

fo
r

th
e

sh
ar

e
pr

ic
e

to
ex

ce
ed

$2
1.

50
.

N
o

te
:

F
or

ill
us

tr
at

iv
e

pu
rp

os
es

(f
or

ea
ch

G
ra

nt
),

w
e

us
ed

th
e

sa
m

e
op

tio
n

an
d

R
S

U
va

lu
es

fo
r

th
e

C
on

di
tio

na
lA

w
ar

d
at

IP
O

an
d

fo
r

th
e

F
in

al
A

w
ar

d.

w
w

w
.a

m
w

at
er

.c
om

•

KAW_R_AGDR2#24_052410
Page 212 of 227



·::
;~?

~"_
~~~

,~
";
~5
~:
:§

__~:_
-'
.=
--
~"
--

--~
--
-

,e
,

•

o

3,
;;
~O
Rt
6:
~:
:;
:;
2'
04
j

~~~
;.,

D
a

te
a

w
a

rd
v

e
s

ts

\;1
6,

65
5

O
Ifl

:io
ns

($
68

,1
19

)
Ja

n.
1,

"2
,1

94
R

SU
s

($
47

,1
71

)
20

10

(1
20

%
of

re
ca

st
ed

N
I)

o
C

o
m

p
a

n
y

p
e

rf
o

rm
a

n
c

e
m

e
a

s
u

re
d

32
0,

00
0,

00
0

(1
06

.6
7%

of
fo

re
ca

st
ed

N
I)

C0
A

w
a

rd
e

xa
m

p
le

....
..o

n
a

l
a

w
a

rd
g

ra
n

h
a

t
IP

O

G
ra

nt
#1

"2
3,

31
4

op
tio

ns
($

95
,3

54
)

'-3
,0

71
R

SU
s

($
66

,0
27

)

(M
ax

im
um

pa
yo

ut
)

op
fi

3,
78

0
R

SU
s

($
81

,2
70

)
(M

ax
im

um
pa

yo
ut

)

w
w

w
.a

m
w

a
te

r.
co

m

KAW_R_AGDR2#24_052410
Page 213 of 227



T
im

in
g

an
d

d
is

tr
ib

u
ti

o
n

o
fa

w
ar

d
s

IP
O

IlI
l

iii

4
"
-

G
ra

nt
#1 ve

st
in

g
pe

rio
d

be
gi

ns

_
..

..
..

..
..

..
.

..
..

..
.

..
..

..
.

O
J

G
ra

nt
#1

ve
st

in
g

pe
rio

d
III iii iii 1i

il

Ii
!

1i
il

iii !II Iii lI!
!

iii lI!
!

Iil
I

+
_:

_
_

III
III

lII
III

.
.
-

G
ra

nt
#2

:
ve

st
in

g
:

pe
rio

d
1l

I

be
gi

ns
: !II III IIl

I
III III

!
IlJ

l

.....
-
t

G
ra

nt
#1

ve
st

in
g

pe
rio

d
en

ds
;

op
tio

ns
an

d
R

SU
s

ve
st

G
ra

nt
#2

ve
st

in
g

pe
rio

....
....

....
..

.-a
t

G
ra

nt
#2

ve
st

in
g

pe
rio

d
en

ds
;

op
tio

ns
an

d
R

SU
s

ve
st

~2
00

r
06

rO
Or

01
'(

00
8:

06
'(0

08
01

/r
Og

06
'(0

09
01

/r
10

06
/ 120

10
01

/Y
11
~

V

w
w

w
.a

m
w

a
te

r.
co

m

•KAW_R_AGDR2#24_052410
Page 214 of 227



KAW_R_AGDR2#24_052410
Page 215 of 227



L
et

's
as

su
m

e
th

e
to

ta
l

E
q

u
it

y
A

w
a

rd
va

lu
e

is
$1

00
,0

00

Y
o

u
re

ce
iv

e
60

0
k

o
fy

o
u

r
E

q
u

it
y

A
w

a
rd

va
lu

e
in

o
p

ti
o

n
s

a
n

d
40

%
o

fy
o

u
r

a
w

a
rd

va
lu

e
in

R
S

U
s

1$
,

w
w

w
.a

m
w

a
te

r.
co

m

•KAW_R_AGDR2#24_052410
Page 216 of 227



h
a

ta
re

o
p

ti
o

n
s

a
n

d
h

o
w

w
ill

th
e

y
ve

st
?

@
O

p
ti

o
n

s
ar

e
th

e
ri

g
h

t
to

p
u

rc
h

a
se

C
o

m
p

a
n

y
s
to

c
k

a
ta

se
t

"e
xe

rc
is

e
p

ri
ce

"
~

V
a

lu
e

is
th

e
di

ffe
re

nc
e

in
p

ri
ce

b
e

tw
e

e
n

th
e

th
e

n
cu

rr
e

n
t

sh
a

re
p

ri
ce

an
d

e
xe

rc
is

e
p

ri
ce

at
G

ra
n

t

~
O

p
ti

o
n

s
ve

st
a

ft
e

r
th

re
e

ye
a

rs
~

O
p

tio
n

s
u

n
d

e
r

G
ra

n
t#

1
ve

st
Ja

n
u

a
ry

1,
2

0
1

0

O
p

tio
n

s
u

n
d

e
r

G
ra

n
t#

2
ve

st
Ja

n
u

a
ry

1,
20

11

~
O

p
ti

o
n

s
m

a
y

be
p

u
rc

h
a

se
d

(o
r

"e
xe

rc
is

e
d

")
o

n
ce

ve
st

e
d

~
M

a
y

be
e

xe
rc

is
e

d
fo

r
an

a
d

d
iti

o
n

a
lf

o
u

r
ye

a
rs

a
ft

e
r

ve
st

in
g

d
a

te

Y
ou

fo
rf

e
it

al
l

ri
gh

ts
to

th
e

o
p

tio
n

s
if

yo
u

do
n

o
t

ta
ke

a
ct

io
n

w
ith

in
th

a
t

fo
u

r-
ye

a
r

p
e

ri
o

d

w
w

w
.a

m
w

a
te

r.
co

m
i•

KAW_R_AGDR2#24_052410
Page 217 of 227



D
e

te
rm

in
in

g
th

e
va

lu
e

o
f

o
p

ti
o

n
s

T
o

ca
lc

u
la

te
th

e
n

u
m

b
e

r
o

fo
p

ti
o

n
s

yo
u

a
re

g
ra

n
te

d
:

~
D

iv
id

e
(a

)
th

e
m

o
n

e
ta

ry
va

lu
e

o
ft

he
op

tio
n

co
m

p
o

n
e

n
t

o
fy

o
u

r
E

q
u

ity
A

w
ar

d,
by

(b
)

th
e

va
lu

e
o

fa
n

op
tio

n

~
O

p
ti

o
n

va
lu

e
ca

lc
u

la
te

d
u

si
n

g
th

e
B

la
ck

-S
ch

o
le

s
m

o
d

e
l

~
B

la
ck

-S
ch

ol
es

va
lu

e
d

e
te

rm
in

e
d

by
m

ul
tip

ly
in

g
th

e
un

de
rw

ri
tin

g
st

o
ck

pr
ic

e
at

IP
O

by
th

e
B

la
ck

-S
ch

ol
es

"r
at

io
"

~
E

xa
m

p
le

:
L

e
t's

ca
lc

u
la

te
th

e
n

u
m

b
e

r
o

f
o

p
ti

o
n

s
u

n
d

e
r

G
ra

n
t

#1
a

ss
u

m
in

g
:

~
O

pt
io

n
co

m
p

o
n

e
n

t
o

fG
ra

n
t#

1
ha

d
a

va
lu

e
o

f$
68

,1
19

;

~
C

ur
re

nt
st

oc
k

pr
ic

e
w

as
$

2
1

.5
0

pe
r

sh
ar

e;
an

d

~
B

la
ck

-S
ch

ol
es

R
at

io
w

as
19

.0
2%

w
w

w
.a

m
w

a
te

r.
c
o

m
i.

KAW_R_AGDR2#24_052410
Page 218 of 227



E
xe

rc
is

in
g

y
o

u
r

o
p

ti
o

n
s

II)
C

a
sh

~
P

ur
ch

as
e

th
e

st
oc

k

~~
U

se
pe

rs
on

al
fu

nd
s

to
co

ve
r

ex
er

ci
se

pr
ic

e,
ta

xe
s

an
d

tr
an

sa
ct

io
n

fe
es

~
S

to
ck

sw
a

p
~

P
ur

ch
as

e
th

e
st

o
ck

~
S

el
lA

m
er

ic
an

W
a

te
r

st
oc

k
yo

u
al

re
ad

y
ow

n
to

fu
nd

th
e

ex
er

ci
se

®
E

xe
rc

is
e

a
n

d
se

ll
~

P
ur

ch
as

e
th

e
st

o
ck

~
S

el
lo

n
ly

en
ou

gh
to

co
ve

r
ex

er
ci

se
pr

ic
e,

ta
xe

s
an

d
tr

an
sa

ct
io

n
fe

es

~
M

a
y

al
so

se
ll

ad
di

tio
na

ls
ha

re
s

an
d

re
ce

iv
e

ne
t

pr
oc

ee
ds

in
ca

sh

P
le

as
e

n
o

te
:

A
ll

e
m

p
lo

ye
e

s
an

d
d

ir
e

ct
o

rs
ar

e
su

b
je

ct
to

th
e

C
o

m
p

a
n

y'
s

In
si

d
e

r
T

ra
d

in
g

P
o

lic
y.

w
w

w
.a

m
w

a
te

r.
co

m

·- •KAW_R_AGDR2#24_052410
Page 219 of 227



W
h

a
t

ar
e

re
st

ri
ct

e
d

st
o

ck
u

n
it

s
(R

S
U

s)
,

a
n

d
h

o
w

w
ill

th
e

y
ve

st
?

~
E

ac
h

R
S

U
re

p
re

se
n

ts
a

"n
o

ti
o

n
a

l"
sh

a
re

o
fA

m
e

ri
ca

n
W

a
te

r
s
to

c
k

®
R

S
U

s
ve

st
a

ft
e

r
a

p
e

ri
o

d
o

ft
h

re
e

ye
a

rs
~

G
ra

nt
#1

:
R

S
U

s
ve

st
Ja

nu
ar

y
1,

20
10

~
G

ra
nt

#2
:

R
S

U
s

ve
st

Ja
nu

ar
y

1,
20

11

®
"V

e
st

in
g

"
m

e
a

n
s

R
S

U
s

b
e

co
m

e
yo

u
rs

a
tt

h
e

th
e

n
cu

rr
e

n
t

m
a

rk
e

t
va

lu
e

o
fA

m
e

ri
ca

n
W

a
te

r'
s

st
o

ck

@
U

n
lik

e
o

p
ti

o
n

s,
sh

a
re

s
ar

e
e

q
u

a
lt

o
th

e
fu

ll
va

lu
e

o
fA

m
e

ri
ca

n
W

a
te

r'
s

st
o

ck
~

Y
ou

ow
n

th
e

fu
ll

va
lu

e
of

th
e

st
oc

k
af

te
r

th
re

e
ye

ar
s

~
T

he
sh

ar
es

ne
ve

r
ex

pi
re

w
w

w
.a

m
w

a
te

r.
co

m
:.KAW_R_AGDR2#24_052410

Page 220 of 227



W
h

a
t

h
a

p
p

e
n

s
w

h
e

n
y
o

u
r

R
S

U
s

ve
st

?

~
T

a
xe

s
ar

e
d

u
e

a
tv

e
st

in
g

(m
o

re
on

th
is

la
te

r)
~

W
h

e
n

yo
u

r
R

S
U

s
ve

st
,

yo
u

ca
n

:
~l]

K
ee

p
or

se
ll

th
e

sh
ar

es

~
D

ef
er

re
ce

iv
in

g
al

lo
r

a
po

rt
io

n
o

ft
he

sh
ar

es
un

til
a

ft
e

r
th

e
sc

he
du

le
d

di
st

rib
ut

io
n

da
te

•
Y

ou
m

us
t

m
ak

e
th

e
el

ec
tio

n
to

d
e

fe
r

by
D

e
ce

m
b

e
r

31
,

20
08

WI
D

iv
id

e
n

d
s,

if
p

a
ya

b
le

:
~

W
ill

ac
cr

ue
in

a
"n

ot
io

na
l"

pe
rs

on
al

ac
co

un
t

un
til

yo
ur

R
S

U
s

ve
st

;
th

en

W
ill

be
pa

id
in

ca
sh

at
th

e
en

d
o

ft
he

ve
st

in
g

pe
rio

d

®
Y

o
u

m
a

y
vo

te
o

n
th

o
se

sh
a

re
s

-
o

n
ce

ve
st

e
d

-
fo

r
as

lo
n

g
as

yo
u

o
w

n
th

e
m

rnl
l

M
L

1
-M

L
3

ex
ec

ut
iv

es
ar

e
re

qu
ire

d
to

ac
cu

m
ul

at
e

an
d

ow
n

sh
ar

es
of

A
m

er
ic

an
W

a
te

r
st

oc
k

S
to

ck
ow

ne
rs

hi
p

go
al

s
va

ry
by

m
an

ag
em

en
t

le
ve

l

w
w

w
.a

m
w

a
te

r.
co

m
•

KAW_R_AGDR2#24_052410
Page 221 of 227



H
o

w
d

o
o

p
ti

o
n

s
d

if
fe

r
fr

o
m

R
S

U
s?

iii
O

p
ti

o
n

s
=v

a
lu

e
a

ta
n

y
p

o
in

t
in

ti
m

e
is

th
e

d
if

fe
re

n
ce

b
e

tw
e

e
n

A
m

e
ri

ca
n

W
a

te
r'

s
cu

rr
e

n
ts

to
ck

p
ri

ce
a

n
d

th
e

e
xe

rc
is

e
p

ri
ce

@
R

S
U

s
=

th
e

fu
ll

va
lu

e
o

fA
m

e
ri

ca
n

W
a

te
r'

s
sh

a
re

p
ri

ce
(o

n
ce

ve
st

e
d

)

V
al

ue
o

f
o

p
ti

o
n

is
th

e
d

iff
e

re
n

ce
b

e
tw

e
e

n
th

e
cu

rr
e

n
ts

to
ck

p
ri

ce
a

n
d

e
xe

rc
is

e
p

ri
ce

O
p

ti
o

n
s

T
im

e

V
al

ue
at

g
ra

n
t

R
S

U
s

T
im

e

C
u

rr
en

t
fu

ll
va

lu
e

V
al

ue
o

fR
S

U
,

o
n

ce
ve

st
ed

,
is

th
e

fu
ll

cu
rr

e
n

t
st

o
ck

p
ri

ce

P
le

a
se

N
o

te
:

T
he

se
ch

ar
ts

ar
e

fo
ri

llu
st

ra
tiv

e
pu

rp
os

es
o

n
ly

a
n

d
do

n
o

tr
ef

le
ct

a
ct

u
a

ls
to

ck
pe

rf
or

m
an

ce
.

w
w

w
.a

m
w

a
te

r.
co

m

•KAW_R_AGDR2#24_052410
Page 222 of 227



O
p

ti
o

n
s

vs
,

R
S

U
s

--
-

a
si

d
e

...b
y-

si
d

e
co

m
p

a
ri

so
n

w
w

w
.a

m
w

at
er

.c
om

•
F

ul
ly

ve
st

ed
af

te
r

th
re

e
ye

ar
s

•
R

ig
ht

to
ex

er
ci

se
yo

u
r

op
tio

n
an

d
re

ce
iv

e
th

e
am

ou
nt

of
an

y
in

cr
ea

se
in

th
e

va
lu

e
of

A
m

er
ic

an
W

at
er

's
st

oc
k

ab
ov

e
th

e
ex

er
ci

se
pr

ic
e

•
P

ay
ex

er
ci

se
pr

ic
e

at
ex

er
ci

se
;

yo
u

m
ay

se
le

ct
to

pa
y

in
ca

sh
or

se
ll

sh
ar

es
to

co
ve

r
th

e
ex

er
ci

se
pr

ic
e

an
d

ex
pe

ns
es

•
G

ai
n

in
va

lu
e

be
tw

ee
n

pr
ic

e
at

gr
an

t
an

d
pr

ic
e

at
ex

er
ci

se
•

G
ai

ns
if

yo
u

la
te

r
se

ll
sh

ar
es

•
E

xp
ire

fo
ur

ye
ar

s
af

te
r

ve
st

in
g

da
te

•
F

ul
ly

ve
st

ed
a

ft
e

r
th

re
e

ye
ar

s

•
T

he
fu

ll
va

lu
e

of
an

A
m

er
ic

an
W

at
er

sh
ar

e

•
N

o
co

st

•
V

al
ue

at
ve

st
in

g
•

G
ai

ns
if

yo
u

la
te

r
se

ll
sh

ar
es

•
N

ev
er

ex
pi

re

KAW_R_AGDR2#24_052410
Page 223 of 227



H
o

w
yo

u
r

E
q

u
it

y
A

w
a

rd
is

ta
xe

d

w
w

w
.a

m
w

a
te

r.
co

m

@
Y

ou
ar

e
ta

xe
d

on
an

y
Ie

N
ot

ap
pl

ic
ab

le
in

cr
ea

se
in

th
e

va
lu

e
of

A
m

er
ic

an
W

at
er

's
st

oc
k

ab
ov

e
th

e
ex

er
ci

se
pr

ic
e

of
th

e
op

tio
n

•

@
Y

ou
ow

e
no

th
in

g

@
Y

ou
w

ill
be

ta
xe

d
on

th
e

cu
rr

en
t

va
lu

e
of

yo
ur

sh
ar

es

@
Y

ou
ow

e
no

th
in

g

@
Y

ou
ow

e
no

th
in

g
(u

nl
es

s
yo

u
ex

er
ci

se
on

th
at

da
te

)

@
Y

ou
ar

e
ta

xe
d

on
an

y
@

Y
ou

w
ill

be
ta

xe
d

on
an

y
ad

di
tio

na
l

in
cr

ea
se

in
th

e
in

cr
ea

se
in

th
e

va
lu

e
of

th
e

va
lu

e
of

th
e

sh
ar

es
(f

ro
m

sh
ar

es
(f

ro
m

th
e

ve
st

in
g

ex
er

ci
se

)
da

te
)

P
le

as
e

no
te

:C
on

su
lt

yo
ur

ta
x

ad
vi

so
rt

o
le

ar
n

m
or

e
ab

ou
ty

ou
ri

nd
iv

id
ua

lt
ax

si
tu

at
io

n.

KAW_R_AGDR2#24_052410
Page 224 of 227



M
a

n
a

g
in

g
y
o

u
r

E
q

u
it

y
A

w
a

rd
th

ro
u

g
h

E
*T

R
A

D
E

o
E

q
u

it
y

A
w

a
rd

a
cc

o
u

n
t

is
se

t
u

p
fo

r
yo

u
th

ro
u

g
h

E
*T

R
A

D
E

[t
w

w
w

.e
tr

a
d

e
.c

o
m

[t
1

-8
0

0
-8

3
8

-0
9

0
8

~
C

o
n

ta
ct

E
*T

R
A

D
E

fo
r:

til
Im

po
rt

an
t

in
fo

rm
at

io
n

on
yo

u
r

aw
ar

ds
an

d
ve

st
in

g

til
E

a
sy

-t
o

-u
se

m
od

el
in

g
an

d
tr

an
sa

ct
io

n
to

ol
s

®
Y

o
u

m
u

s
tf

ir
st

a
ct

iv
a

te
y
o

u
r

E
*T

R
A

D
E

a
cc

o
u

n
tt

o
u

se
th

e
sy

st
e

m
[t

R
e

fe
r

to
th

e
p

a
ck

e
t

o
fm

at
er

ia
ls

yo
u

re
ce

iv
ed

fr
om

E
*T

R
A

D
E

fo
r

ac
tiv

at
io

n
in

st
ru

ct
io

ns

w
w

w
.a

m
w

a
te

r.
co

m
i •

KAW_R_AGDR2#24_052410
Page 225 of 227



R
es

o
u

rc
es

~
D

eb
b

ie
K

ra
u

ss
-K

el
le

h
er

f]T
I

85
6-

34
6-

82
95

~
D

an
S

h
al

lo
w

~
85

6-
34

6-
82

85

®
E

*T
R

A
D

E
~

1-
80

0-
83

8-
09

08
~

w
w

w
.e

tr
ad

e.
co

m

r
=

.
.
.
.

....
..

..

.":
'.
f(
:~
"~

...,;;
.i.

·~E
·;f

.i

.;~,
,?/:

,~:"
;"·

":"1
i:

~

-:

w
w

w
.a

m
w

a
te

r.
co

m
i •

KAW_R_AGDR2#24_052410
Page 226 of 227



KAW_R_AGDR2#24_052410
Page 227 of 227



KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Michael A. Miller 
 

25.  Defined benefit pension expense.  Refer to the Company's response to AG-1-49. 

a. Please identify each KAW affiliate that has treated the actuarial reports for 
the American Water Works Company defined benefit pension plan as 
public, non-confidential documents in their respective rate cases during 
2008, 2009 and 2010. 

b. Please explain fully and in detail why the actuarial reports for the 
American Water Works Company defined benefit pension plan are 
confidential for KAW but not for other affiliated water companies in their 
respective rate cases during 2008, 2009 and 2010. 

c. Please provide the comparable actuarial reports for 2008 and 2009. 

d. Explain fully and in detail why the 2009 amount listed in response to AG-
1-49 part c is more than double the respective amounts listed for 2008 and 
2009. 

e. Show in detail how the defined benefit pension plan expense for the FTY 
(listed in response to AG-1-49 part b) was determined and reconcile that 
amount to the actuarial reports.  Identify, quantify and explain each 
reconciling item. 

f. Do the amounts listed in response to AG-1-49 parts a, b and c, include 
amounts for the American Water Works Company defined benefit pension 
plan that were/are charged to KAW from the affiliated Service Company 
in the affiliated Management Fee?  If not, explain fully why not, and 
provide the affiliate charged amounts by account.  

g. Are the amounts listed in AG-1-49 parts a, b and c based on FAS 87?  If 
not, explain fully why not, and provide the FAS 87 amounts for each 
period. 

Response: 

a. The actuarial reports in past KAW rate cases and other AWW subsidiary 
rate cases have been provided without confidential protection.  The AWW 
position on providing actuarial reports under confidentiality protection is 
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recent and new.  The change was driven by the statement on the front page 
of the actuarial reports prepared by the Company’s actuary that states, 
“This report is confidential and intended solely for the information and 
benefit of the immediate recipient thereof.  It may not be distributed to a 
third party unless expressly allowed under the “Actuarial Certification, 
Reliances and Distribution Section herein.”  The Company realizes that 
actuarial information about its benefit plans is an important aspect of 
supporting rate requests, and is providing the information to the parties to 
rate cases who need to review the data, but providing it under confidential 
protection based upon discussions with the actuary.  AWW subsidiaries 
have been instructed to follow this practice in this and all future rate cases. 

b. Please see the response to subpart a. above. 

c. The actuarial reports for the Company’s Defined Benefit Pension Plan and 
Defined Benefit OPEB plan have been previously supplied in response to 
AG-1-49d and AG-1-50d.   

d. The assumptions used by the actuary in determining the cost for each year 
are provided in the reports.  The primary driver of the increase in FAS 87 
costs for 2009 related to the financial crisis in the U.S. (and global) 
security markets.  The significant reduction in the financial market indexes 
(i.e. DOW, S&P, NADAQ, etc.) has led to greatly reduced market returns 
on pension assets or in some case losses.  The lower market returns and 
lower discount rates (tied to bond and treasury market conditions and 
forecasts) have resulted in higher FAS 87 pension costs to maintain the 
financial condition of the plan during 2009 than in earlier years where 
financial market conditions were much more favorable. 

e. It is not possible to reconcile the amounts as requested.  The latest 
actuarial report provided in response to AG-1-49d, dated April 2010, 
provides a status of the Defined Benefit Pension Plan of AWW as of a 
point in time (January 1, 2010).  This report is not nor is it intended to 
provide a projection of the FAS 87 pension costs for the forecasted test-
year in this case.  Please see the response to PSC-2-23 which provides the 
projections made by Towers Watson for 2010 and 2011 FAS 87 pension 
costs for the AWW Defined Benefit Plan and the allocation to KAW (page 
19 of 21) and the impact on the Company’s filing (a reduction of $253,262 
as shown on page 18 of 21).   This information has been provided under 
confidential protection and should be available to the AG.    
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f. No.  The AWWSC pension cost is charged to KAW as AWWSC 
(Management Fee) Costs as outlined in the 1989 Service Company 
Contract.  See the amounts charged to KAW from AWWSC below.  As 
stated earlier these costs are embedded in the AWWSC fees. 

2007       - $320,759 

2008      - $357,706 

2009      - $610,036 

Test Year ended May 2010                             - $593,487 

Forecasted Test Year ended September 2011 - $539,052  

  g. Yes. 

For the electronic version of this response, refer to 
KAW_R_AGDR2#25_052410.pdf. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO. 2010-00036 

ATTORNEY GENERAL’S SECOND REQUEST FOR INFORMATION 
________________________________________________________________________ 

 
Witness:  Sheila Miller 
 

28.  Refer to the Company's response to AG-1-56.  Please provide the attachment 
electronically in Excel. 

Response: 

  See the excel file labeled as KAW_R_AGDR2#28_052410.xls. 

For the electronic version of this document, refer to 
KAW_R_AGDR2#28_052410.pdf. 
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