
ILLINOIS-AMERICAN WATER COMPANY
Security Quality Ratings

Period Reported: 2006 through 2011

Docket No. 11-_______
Section 285.4080

Schedule D-8
Total Company Page 1 of 1
Workpaper Reference: ______ Witness Responsible:  Scott Rungren

Line 
No Description

1 There are no security quality ratings for IAWC since the Company does not currently have publicly-traded securities.  However, the most 
2 recent reports for American Water Works Company have been provided as noted below.

3 The Moody's Investor Service report from October 12, 2007 downgraded the senior unsecured issuer rating of American Water Capital 
4 Corp. (AWCC) to 'Baa2' from 'Baa1'.  Moody's also assigned a 'Baa2' senior unsecured issuer rating to American Water Works (AWW).

5 The Standard & Poor's report dated June 19, 2008 downgraded the corporate credit rating of AWW to 'BBB+' from 'A-' and downgraded
6 the corporate credit rating and senior unsecured debt rating of AWCC to 'BBB+' from 'A-'.

7 Attachment 1 is the Moody's Investor Service Credit Opinion report of AWW dated November 19, 2010.  Attachment 2 is the Standard & 
8 Poor's Research Update Report of AWW dated January 28, 2011.



Credit Opinion: American Water Works Company, Inc.

Global Credit Research - 19 Nov 2010

Voorhees, New Jersey, United States

Ratings

Category Moody's Rating
Outlook Stable
Issuer Rating Baa2
New Jersey-American Water Company, Inc.
Outlook Stable
Issuer Rating Baa1
American Water Capital Corp.
Outlook Stable
Issuer Rating Baa2
Senior Unsecured Baa2
Commercial Paper P-2
Pennsylvania-American Water Company
Outlook Stable
Issuer Rating Baa1
Bkd Senior Secured A2
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Analyst Phone
James O'Shaughnessy/New York 212.553.1607
William L. Hess/New York 212.553.3837

Key Indicators

American Water Works Company, Inc.
2007 2008 2009 LTM 9-2010

Funds From Operations "FFO" / Debt 10.2% 10.4% 11.4% 13.2%
FFO + Interest / Interest 2.7x 2.8x 3.0x 3.3x
(FFO - Dividends) / Capex 0.7x 0.6x 0.7x 0.9x
Debt / Capitalization 51.5% 55.6% 55.8% 54.8%
Common Dividends / Net Income Available for Common [1] 0.0% -11.4% -58.8% 56.1%

Net Income Available for Common / Common Equity [1] -8% -14% -6% 6%

[1] Not adjusted to exclude non-cash goodwill write-down

Note: For definitions of Moody's most common ratio terms please see the accompanying User's Guide.

Opinion

Rating Drivers

- Relatively stable regulated water utility operations

- Geographic and regulatory diversity

- Improving credit metric trend

- Reduced, yet still sizeable capital spending plan

- Support Agreement at Cap-Corp not a "guarantee"

Corporate Profile

Headquartered in Voorhees, New Jersey, American Water Works Company, Inc. ("American Water"), is the largest investor-owned provider of
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Headquartered in Voorhees, New Jersey, American Water Works Company, Inc. ("American Water"), is the largest investor-owned provider of
water, wastewater and related services in North America. It is the parent company of numerous regulated water utility subsidiaries in the United
States and reported revenue and EBITDA in 2009 of $2.4 billion and $1.0 billion, respectively. American Water is several times larger than other
investor owned water utility companies within its peer group in the U. S. Assets supporting this revenue base include its operations in 35 states,
and Ontario, Canada, serving a population of approximately 16 million. Although American Water has non-regulated businesses, it is primarily
viewed on a consolidated basis as a regulated water utility company.

American Water is a parent holding company with no direct debt obligations. Its primary financing vehicle is American Water Capital Corp.
("Cap-Corp"), a finance subsidiary supported by American Water through a "Support Agreement". American Water also incurs debt at the
regulated subsidiary level. At September 30, 2010, approximately $3.4 billion of long-term debt was issued at the Cap-Corp level (64% of total
consolidated long-term debt); however, we note that approximately $2.2 billion of this amount has been advanced via inter-company notes to its
various utility subsidiaries.

Recent Developments

On August 16, 2010, American Water announced the departure of its CEO, Don Correll, a long-time water industry executive who oversaw the
company's transition from ownership by RWE AG, to a publicly traded stand-alone utility holding company. Mr. Correll's replacement is Jeff
Sterba, who brings previous utility experience, primarily on the regulated electric side. Mr. Sterba has announced an immediate focus on cost
and efficiency. To that end it was announced that American Water could incur costs of up to $280 million over the next four years to achieve
planned efficiencies.

Rating Rationale

American Water has a number of positive rating factors contributing to its Baa2 issuer rating including geographic diversity of operations and a
mostly regulated rate structure which should provide stability to cash flows over time (approximately 90% of revenues were derived from
regulated operations in 2009). Water delivery entails a high level of environmental and regulatory oversight; and the importance of water to the
communities served is an important rating consideration, one we believe adds stability to the sector.

These positive factors are somewhat offset by the company's average consolidated credit metrics for its rating category (as a non-operating
holding company), large capital spending forecast, and the company's continuing efforts to realize authorized ROE's among its various
jurisdictions.

The level of capital spending may pressure metrics to some extent and will require the active pursuit of future rate increase requests to help
manage the incremental debt burden associated with such spending over the medium-term. Future secondary equity offerings to support this
growth will also likely be necessary to avoid increased financial leverage. Even though current rate increase requests come at economically
challenging times, the outlook incorporates Moody's expectation for adequate and timely rate relief in many of its jurisdictions.

Moody's rating for American Water is also guided by our rating methodology titled: "Global Regulated Water Utilities", published in December
2009. The key factors influencing American Water's long-term Baa2 (senior unsecured), and short-term P-2 ratings and stable outlook are
noted below:

DETAILED RATING CONSIDERATIONS

GEOGRAPHIC DIVERSITY AND LARGELY REGULATED OPERATIONS

With operations in 35 states and areas of Canada, American Water's operating reach is considerable. On the regulated side, American Water's
four largest water utilities include: New Jersey-American Water (Baa1 issuer / A2 senior secured; stable), Pennsylvania-American Water (Baa1
issuer / A2 senior secured; stable), Illinois-American Water (not rated), and Missouri-American Water (not rated). Collectively, these four water
utilities accounted for approximately 58% of American Water's 2009 consolidated revenues. Although there can be differences in the level of
profitability at each subsidiary, the regulated nature of the business should ensure a relatively stable and healthy return over time. Barriers to
entry in this business are also very high given the importance of water and the constraints related to the collection and distribution of water. The
geographic diversity can also provide a balancing effect to the variability of cash flows due to seasonal weather effects or timing of rate filings.

American Water's non-regulated water services segment is relatively small (11% of revenues in 2009), has thinner operating margins, and will
likely remain secondary source of earnings for the foreseeable future. We note as well that while non-regulated operations typically bring added
credit risk, we do not believe that these activities impact the overall credit negatively as they are in related lines of business (contract water
services) and have not, to date, required a significant amount of capital or reliance on credit support from the parent.

IMPROVING CREDIT METRICS

American Water's cash flow based credit metrics have exhibited weakness for some time but are showing an improving trend. With the steady
implementation of new general base rates, and infrastructure surcharges where available, the company has continued to strengthen its
financial profile. Through the LTM period ended September 30, 2010, the company's FFO to debt was approximately 13% (compared with 11%
in 2009 and 10% in 2008). Moody's believes a range between 10-15% is appropriate for regulated water utility issuers (operating companies) in
the "Baa" range; as such, we would expect metrics at the parent level to be modestly higher for the rating category. Although the pace of rate
authorizations have positively affected cash flow, the current low cash tax rate and generally better weather in 2010 (drier and hotter) were also
positive drivers behind the recent improvement.

CAPITAL INTENSIVE INDUSTRY

The regulated water utility business is highly capital intensive. Capital spending rates for American Water have averaged more than 300% of
depreciation for the period 2007-09. This level of expenditures often leads to negative free cash flow, which is not uncommon for regulated
water and electric utilities. Funding is often financed with debt until "rate-base" is established and factored into allowed returns. This typically
requires equity contributions to maintain the targeted balance of debt and equity in the capital structure. We expect that over the next several
years, American Water's capital investment schedule may moderate but still remain significant (at or near $1.0 billion annually from 2010-2012).
Timely rate increases and the ability to attract new equity capital will be two key drivers for maintaining the rating going forward in order to avoid
future downward pressure on the rating or outlook.
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SUPPORT AGREEMENT WITH AMERICAN WATER CAPITAL CORP

Cap-Corp, a Delaware corporation, is the wholly-owned finance subsidiary of American Water, whose purpose is to streamline the financing
function, create cash management efficiency, and lower the cost of capital for American Water's regulated water utility subsidiaries. Cap-Corp's
Baa2 senior unsecured rating is equalized with its parent, American Water. American Water has provided credit enhancement through a
support agreement between American Water and Cap-Corp. Under the agreement, American Water will continue to own, during the term of the
support agreement, all of the voting stock of Cap-Corp. American Water has also committed to ensure that a positive tangible net worth at Cap-
Corp will be maintained at all times. In addition, if Cap-Corp is unable to make timely payment of interest, principal, or premium on any debt
issued and outstanding, American Water has committed to provide immediate and timely funds to Cap-Corp.

American Water's primary source of cash to service debt at Capital comes from the company's regulated utility operations. As noted above,
approximately $2.2 billion of Cap-Corp's long-term debt has been advanced to operating subsidiaries and this debt is considered in the
respective capital structure for rate-making purposes. We expect any additional up-streamed cash flows, in the form of dividends, will be limited
to the retained, undistributed or current earnings of each jurisdiction. The company's currently expressed target is to have each of its regulated
subsidiaries pay a quarterly dividend equal to 75% of net income (of the previous quarter).

Although the support agreement has many attributes of what a guarantee provides, we note that it is not specifically or legally a guarantee. Also,
debt at Cap-Corp does not benefit from any explicit upstream guarantees from the regulated utility operations nor does the debt obligations of
the subsidiaries benefit from any explicit downstream guarantee from American Water. Nevertheless, given the agreement's protections, and
the fact that a significant amount of this debt was incurred to finance rate base, Moody's effectively views the support-agreement structure as
guarantee for rating purposes and has made no notching differentiation between the two entities.

Liquidity

For the LTM period ending September 30, 2010, American Water generated approximately $712 million of cash from operations. Currently, our
expectation for the next four quarters is that cash flow will not be sufficient to support annualized dividends (approximately $150 million -
announced target is 50-70% of net income) and average annual capital expenditures of approximately $.8 -1.0 billion without external capital
market financing. As such, we expect American Water will continue to use short-term commercial paper borrowings as bridge financing until
placing longer-term notes or issuing equity in the capital markets.

The $700 million commercial paper program established at Capital (P-2) is backstopped by an $840 million revolving credit agreement of which
$155 million expires in September 2012 and $685 million at September 15, 2013). The facility has same-day drawing availability and no ongoing
material adverse change clause. The lone financial covenant is maximum debt to capitalization ratio of 70%. At September 30, 2010, American
Water's debt to cap was 58%.

As of October 29, 2010, there were no outstanding borrowings under its credit lines, $36 million of outstanding letters of credit were issued
under the credit facility, and the company had approximately $136 million of commercial paper outstanding.

In recent years, American Water has taken several large charges to equity related to goodwill write-downs. Given that the market value of the
company's equity is currently at or near book value, further write-downs are still possible; however, if you consider a complete write-down and
charge to equity for the remaining goodwill, we believe American Water's debt to cap should remain within the covenanted level.

Rating Outlook

The rating outlook is stable. The rating and outlook reflect our expectation that the company should be able to maintain the current level of cash
flow driven credit metrics, which are appropriate for the rating level.

What Could Change the Rating - Up

The ratings for American Water and Capital are not likely to be upgraded in the near-term. Nevertheless, the company could be considered for a
rating review if it were able to maintain FFO to debt above 15% while also improving its other key credit metrics including retained cash flow to
debt above 10% both on a sustainable basis.

What Could Change the Rating - Down

There are a number of factors that Moody's would take into account and likely see as placing negative pressure on American Water or Capital's
ratings. These factors include any changes to the existing support agreement between Capital and American Water as well as any significant
deterioration in credit metrics due to a failure to secure appropriate rate relief from various regulatory jurisdictions or an inappropriate mix of
debt and equity utilized to finance its capital expenditure program resulting in FFO to debt falling below 10% for an extended period.

Rating Factors

American Water Works Company, Inc.
                              
                                                            

Global Regulated Water Utilities Aaa Aa A Baa Ba B
                                                            

Factor 1: Regulatory Environment and Asset Ownership
   (40%)

                                                            

a) Stability & Predictability of Regulatory Environment                               X                     
b) Asset Ownership Model                     X                               
c) Cost and Investment Recovery (Ability and Timeliness)                               X                     
d) Revenue Risk                     X                               
Factor 2: Operational Characteristics & Asset Risk                                                             
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   (10%)
a) Operational Efficiency                               X                     
b) Scale of Capital Program and Asset Condition                               X                     
Factor 3: Stability of Business Model & Financial Structure
   (10%)

                                                            

a) Ability & Willingness to Pursue Opportunistic Corp.
   Activity

                              X                     

b) Ability & Willingness to Increase Leverage                               X                     
c) Proportion of Revenues Outside Core Water and Wastewater                     X                               
Factor 4: Key Credit Metrics (40%) 3-Yr average                                                             
a) FFO + Interest / Interest                               2.9 x                     
b) Debt / Capitalization                     54.0%                               
c) FFO / Debt                               11.0%                     
d) RCF / Capex                                         0.7 x           
Rating:                                                             
Indicated Rating from Methodology (senior unsecured)                               Baa1                     
Actual (senior unsecured)                               Baa2                     

© 2011 Moody's Investors Service, Inc. and/or its licensors and affiliates (collectively, "MOODY'S"). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN
THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE NOT
STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE INVESTMENT
OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO PURCHASE, SELL, OR
HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE SUITABILITY OF AN
INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS WITH THE
EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY AND
EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT
LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED,
FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR
SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information
contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable. Because of the
possibility of human or mechanical error as well as other factors, however, all information contained herein is provided
"AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the information it uses in
assigning a credit rating is of sufficient quality and from sources Moody's considers to be reliable, including, when
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in every instance
independently verify or validate information received in the rating process. Under no circumstances shall MOODY'S have
any liability to any person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to,
any error (negligent or otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any
of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis,
interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special,
consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if
MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the
information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or
recommendations to purchase, sell or hold any securities. Each user of the information contained herein must make its
own study and evaluation of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS
OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most issuers
of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services
rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and
procedures to address the independence of MIS's ratings and rating processes. Information regarding certain affiliations
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that may exist between directors of MCO and rated entities, and between entities who hold ratings from MIS and have
also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy."

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided
only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By continuing to access this
document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations Act
2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan K.K. (“MJKK”) are
MJKK's current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like securities. In
such a case, “MIS” in the foregoing statements shall be deemed to be replaced with “MJKK”. MJKK is a wholly-owned
credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody’s Overseas Holdings Inc.,
a wholly-owned subsidiary of MCO.

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities of
the issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to make
any investment decision based on this credit rating. If in doubt you should contact your financial or other professional
adviser.
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