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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K

CURRENT REPORT

Pursuant to Section 13 or 15(d) of
The Securities Exchange Act of 1934

Date of Report (Date of earliest event reported) August 15, 2010

American Water Works Company, Inc.

(Exact name of registrant as specified in charter

Delaware 001-34028 51-0063696
(State or other jurisdiction (Commission (IRS Employer
of incorporation) File Number) Identification No.)
1025 Laurel Oak Road, Voorhees, NJ 08043
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code (856) 346-8200

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing
obligation of the registrant under any of the following provisions:

0 Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

O Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
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O Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR
240.14d-2(b))

O Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR
240.13e-4(c))
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Item 5.02 — Departure of Directors or Certain Officers; Election of Directors; Appointment of
Certain Officers; Compensatory Arrangements of Certain Officers.

Appointment of New Chief Executive Officer and Director.

On August 15, 2010, Jeffry E. Sterba was elected as President and Chief Executive Officer of
American Water Works Company, Inc. (the “Company”) and was appointed to the Board of Directors
of the Company.

In connection with his election to the offices of President and Chief Executive Officer of the
Company, Mr. Sterba entered into an Employment Agreement, dated August 15, 2010, with the
Company (the “Employment Agreement”). Under the Employment Agreement, Mr. Sterba will
receive an annual base salary of $675,000, and will be eligible to receive a target award under the
Company’s Annual Incentive Plan (“AIP”) for 2010 equal to 100% of his base salary, prorated for the
portion of the 2010 calendar year subsequent to the commencement of his employment. In addition,
Mr. Sterba will be eligible to participate in the Company’s Long-Term Incentive Plan (“LTIP”) with a
target payout equal to 200% of his base salary. For 2010, he will receive a prorated payout under the
terms of the 2010 LTIP. In addition, Mr. Sterba received a signing bonus of $200,000 and was granted
stock options to purchase 25,000 shares of Company common stock at an exercise price of $22.66 per
share, which is equal to the closing price per share of the Company’s common stock on August 13,
2010, the last trading day prior to execution of the Employment Agreement.

In the event that Mr. Sterba’s employment with the Company is terminated without cause or is
terminated in connection with the selection of a new chief executive officer whose identity and time of
succession are mutually agreed to by the Company and Mr. Sterba (a “Succession Termination”),

Mr. Sterba will be fully vested with respect to all options and restricted stock units granted to him
prior to August 15, 2012, except that, in the case of options and restricted stock units that are part of
the LTIP grants for 2012, he will only be vested in a prorated amount of such options and restricted
stock units based on the portion of the calendar year prior to August 15, 2012. In addition, the
termination date of affected stock options will be extended to a date that is two years following the
termination of Mr. Sterba’s employment. Terms relating to treatment of (a) LTIP awards granted after
August 15, 2012 or (b) options or restricted stock units granted prior to August 15, 2012, in the event
of termination of Mr. Sterba’s employment other than for a termination without cause or Succession
Termination, will be governed by the terms of the LTIP.

The foregoing summary of the Employment Agreement is qualified in all respects by reference to the
Employment Agreement, a copy of which is attached to this Form 8-K as Exhibit 99.1 and is
incorporated by reference into this report.

Mr. Sterba served as the chief executive officer of PNM Resources, Inc., from June 2000 until

March 1, 2010, when he retired. Mr. Sterba currently serves as non-executive Chairman of the Board
and a director of PNM Resources, Inc., and as a director of Meridian Institute. He also serves as a
member of the executive committee and leadership group of Edison Electric Institute. Mr. Sterba is 55
years old.

Mr. Sterba’s extensive experience as a utility executive enables him to provide valuable insights to the
Company’s Board of Directors with regard to regulated utility operations generally. In addition, his
involvement in Company operations expected to occur as a result of his assumption of duties as the
Company’s President and Chief Executive Officer should enable him to provide detailed insights with
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regard to a wide variety of matters affecting our operations.

Resignation of Donald L. Correll.

Donald L. Correll and the Company entered into a Separation and General Release Agreement, dated
August 15, 2010 (the “Separation Agreement”). Under the Separation Agreement, Mr. Correll
resigned from the offices of President and Chief Executive Officer and as a director of the Company
and resigned as an officer and director of all subsidiaries of the Company for which he served in such
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capacities, effective August 15, 2010. Under the Separation Agreement, the Company agreed to make
the following payments to and arrangements with Mr. Correll, among others:

e Mr. Correll will continue to receive his base salary, at a rate of $588,000 per annum, until
February 16, 2011. Thereafter, during the 18 month period beginning February 17, 2011,
Mr. Correll will receive severance payments of $49,000 per month.

e With respect to his AIP award for 2010, Mr. Correll will receive an amount equal to 100% of
his target AIP award multiplied by the Corporate Multiplier applicable to calendar year 2010.
(As described in detail in the Company’s proxy statement for the 2010 annual meeting, the
Corporate Multiplier is a percentage determined on the basis of overall corporate performance
against several specified objective performance measures. Once determined, the Corporate
Multiplier is applied to the AIP award otherwise payable to a participant based on his or her
achievement against individual performance goals.) The Company will pay 75% of
Mr. Correll’s target AIP award for 2010 on or before August 20, 2010, and will pay any
remaining balance of his AIP award for 2010 at the time payments of AIP awards are made to
other senior executives of the Company.

< In addition, the Company accelerated the vesting of options to purchase 246,748 shares of
Company common stock and extended the termination dates of the options held by
Mr. Correll until December 31, 2014 (with respect to 170,833 underlying shares),
December 31, 2015 (with respect to 133,785 underlying shares) and December 31, 2016 (with
respect to 66,798 underlying shares).

e The Company accelerated the vesting of 11,932 restricted stock units granted in 2008. With
respect to the 23,967 performance stock units granted in 2009 and the 27,643 performance
stock units granted to Mr. Correll in 2010, Mr. Correll will receive 100% and 2/3,
respectively, of the award that would have been payable to him had he remained in the employ
of the Company during the entire respective three year performance periods, based on the
achievement of performance goals during the applicable performance period as applied to the
Company’s senior executives.

e Mr. Correll will receive the defined employer contributions under the Company’s Non-
Qualified Savings and Deferred Compensation Plan (the “Deferred Compensation Plan”) on
account of all compensation received by him through February 16, 2011 and his total AIP
award for 2010, or an equivalent amount to the extent payment may not be made under the
Deferred Compensation Plan due to his resignation prior to February 16, 2011. The defined
contribution under the Deferred Compensation Plan generally is equal to 5.25 percent of the
sum of base salary that constitutes “excess compensation” and the award payable under the
AIP; “excess compensation” is compensation in excess of the maximum amount for which
benefits that may be provided under the Company’s tax-qualified defined contribution plan as
a result of limits imposed by the Internal Revenue Code. Mr. Correll will be treated as fully
vested in all Company contributions that have been or will be made for his account under the
Deferred Compensation Plan.
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Mr. Correll and the Company are each providing a release of claims against the other party. The
releases do not relate to claims by Mr. Correll under the Separation Agreement, or to the Company’s
right to recover payments made to Mr. Correll prior to his resignation, if mandated under the
Company’s “Clawback Policy,” adopted on June 18, 2010. Mr Correll has also agreed to certain
confidentiality provisions, and the parties have agreed to non-disparagement provisions.

The foregoing summary of the Separation Agreement is qualified in all respects by reference to the
Separation Agreement, a copy of which is attached to this Form 8-K as Exhibit 99.2 and is
incorporated by reference into this report.

Item 9.01 — Exhibits.

Exhibit
No. Description
99.1 Employment Agreement, dated August 15, 2010, between American Water Works
Company, Inc. and Jeffry E. Sterba.
99.2 Separation and General Release Agreement, dated August 15, 2010, between American

Water Works Company, Inc. and Donald L. Correll.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused
this report to be signed on its behalf by the undersigned hereunto duly authorized.

American Water Works Company, Inc.
(Registrant)

Date: August 17, 2010 By: /s/ Ellen C. Wolf
Ellen C. Wolf
Senior Vice President and Chief Financial
Officer

Exhibit 99.1
August 15, 2010

Mr. Jeffry E. Sterba
776 Club Drive
Keswick, VA 22947-2616

Re: Employment Agreement

Dear Jeff:

On behalf of American Water Works Company, Inc. (the “Company”), | am pleased to advise you that
you have been elected President and Chief Executive Officer of the Company and have been appointed
to the Board of Directors of the Company. As President and Chief Executive Officer of the Company,
you shall have the authority to control the day-to-day operations of the Company and its corporate
strategy, subject to the Company’s Bylaws and Delegation of Authority and to the directions and
decisions of the Company’s Board of Directors. The following are the terms and conditions of your
employment as the Company’s President and Chief Executive Officer:

1. Annual Base Salary. Your annual base salary will be $675,000, payable in accordance with
the Company’s normal payroll practices.

2. Annual Incentive Plan. You will be eligible to participate in the Company’s Annual Incentive
Plan (“AlIP”). For calendar year 2010, your participation will be pro-rated in accordance with
the terms of the Plan as currently in effect for the portion of the calendar year in which you are
employed by the Company. Before such pro-ration, your target award under the AIP for 2010
is 100%. The range of your actual award is between 0-200% of your target. Under the terms of
the AIP, your actual award will be dependent on the Company’s Corporate Multiplier, which
can range from 0 to 150%, and determines the amount of AIP pool available to the
participants in the AIP. The Board of Directors anticipates that it will determine your AIP
award for 2010 and 2011 based on the level of progress towards achieving the goals and
objectives that were mutually agreed upon and reflected in the minutes of the meeting of the
Board of Directors held on August 15, 2010.
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3. Signing Bonus. As an inducement to your assuming the responsibilities of President and Chief
Executive Officer of the Company, you will receive promptly after the date hereof a signing
bonus of $200,000 in cash and options to purchase 25,000 shares of the common stock of the
Company. The options will provide for vesting over a 2 year period and for expiration on the
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Mr. Jeffry E. Sterba
August 15, 2010

Page 2

7t anniversary of the date of grant. In the event of the termination of your employment by the
Company without cause before these options become fully vested or are exercised by you, you
will be fully vested in these options and will be entitled to exercise such options for a period
of two (2) years after the date of such termination of employment. The exercise price of the
options shall equal the closing price of the common stock of the Company on the New York
Stock Exchange on Friday, August 13, 2010.

Long Term Incentive Plan. You will be eligible to participate in the Company’s Long Term
Incentive Plan (“LTIP”) with a target payout equal to 200% of your annual base salary. For
2010, you will receive a pro-rated amount pursuant to the terms of the 2010 LTIP. In the event
of the termination of your employment by the Company without cause at any time, or in the
event of the termination of your employment in connection with the implementation of a
succession plan, you will be fully vested with respect to all options and restricted stock units
granted to you prior to, and in the case of the LTIP grant for 2012, pro-rated for the period
prior to, the second anniversary of the date hereof and, in the case of the stock options, you
will be entitled to exercise such options for a period of two (2) years after the date of such
termination of employment. For purposes hereof, the term “implementation of a succession
plan” means a change in the chief executive officer of the Company that takes place with the
mutual agreement of you and the Board of Directors of the Company as to the identity of the
successor CEO and the timing of such change. Subject to the terms of any agreements
between you and the Company that may be reached in the future, (i) your rights with respect
to grants of options and restricted stock units under the Company’s LTIP that are made after
the second anniversary of the date hereof and (ii) your rights with respect to grants of options
and restricted stock units that are granted prior to the second anniversary in the event of the
termination of your employment for any reason other than (x) by the Company without cause
or (y) in connection with the implementation of a succession plan shall be determined by the
terms and conditions of the LTIP.

Terms of AIP and LTIP. While there is not currently underway any effort to revise the AIP
and LTIP, it is understood that during the term of your employment such plans may be revised
by the Board of Directors and/or Compensation Committee of the Board of Directors, and as a
result the terms of your participation in such plans may vary from that described herein.

Deferred Compensation Plan You will be eligible to participate in the Company’s Deferred
Compensation Plan.

Executive Severance Policy. If the Company terminates your employment other than for
cause, and in lieu of the terms and conditions of the Company’s Executive Severance Policy
relating to base salary continuation, you will be entitled to receive the following:

(@) If such termination occurs on or before the third anniversary of the date hereof, a
severance payment equal to twelve (12) months’ base pay; and
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Mr. Jeffry E. Sterba
August 15, 2010

Page 3

(b) If such termination occurs after the third anniversary of the date hereof, a severance
payment equal to eighteen (18) months’ base pay.

In addition, if the Company terminates your employment other than for cause, you shall be entitled to
receive continued health, dental and vision coverage in accordance with the terms of the Company’s
Executive Severance Policy.

8.

10.

11.

Benefits. You will be eligible to participate in the Company’s comprehensive benefits

package, which currently includes medical insurance, dental and vision insurance, as in effect
from time to time for the Company’s senior management.

Retirement Plans. You are eligible to participate in the Company’s 401(k) Plan and the

Company’s Nonqualified Savings and Deferred Compensation Plan pursuant to the terms of
those Plans as in effect from time to time.

Outside Activities. The Company understands that you will continue to serve as the non-
executive Chairman and a director of PNM Resources, Inc., as a member of the executive
committee and leadership group of the Edison Electric Institute and as a director of the
Meridian Institute, a non-profit organization. During your employment with the Company, and
except as specified in the immediately preceding sentence, you will not engage in any
business activity or serve on the board of directors or advisory committee of any for-profit or
non-profit corporation, trade association, partnership, limited liability company or other form
of business or entity without the prior approval of the Board of Directors of the Company.

Vacation. You are entitled to five (5) weeks of vacation each year which must be used in
accordance with the Company’s vacation policy.

Except and so far as you and the Company agree otherwise in writing, your employment with the
Company shall remain at-will, which means that your employment with the Company may be
terminated by you or the Company at any time, with or without cause.
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Please signify your Agreement with the foregoing terms of your employment by returning to my
attention the original of this letter agreement.

Sincerely yours,

/sl George MacKenzie
Chairman of the Board

AGREED:

/sl Jeffry E. Sterba
Jeffry E. Sterba

Exhibit 99.2

EXECUTION COPY

SEPARATION AND GENERAL RELEASE AGREEMENT

This Separation and General Release Agreement (the “Agreement”) is made and entered into this 15th
day of August, 2010, by and between Donald L. Correll (“Correll”) and American Water Works
Company, Inc., a Delaware corporation (the “Parent,” and together with its related entities and
affiliates, the “Company”). In this Agreement, “Releasees” refers to the Company and its past, present,
and future parents, divisions, subsidiaries, and affiliates, predecessors, successors and assigns, and
their past, present, and future directors, members, partners, officers, shareholders, employees, agents,
servants, attorneys, and representatives.

RECITALS

WHEREAS, Correll has been employed by the Company since April, 2006, and prior to the actions
described in the next whereas was the President and Chief Executive Officer and a director of the
Parent and an officer and director of various subsidiaries of the Parent.

WHEREAS, Correll signed a letter agreement with the Company on February 15, 2008 (the “Letter
Agreement”), which is attached hereto as Exhibit A;

WHEREAS, immediately prior to the execution and delivery of this Agreement, Correll resigned as
the President and Chief Executive Officer of, and as a director of, the Parent and as an officer and
director of all subsidiaries of the Parent;

WHEREAS, without admission of liability on the part of either of Correll or the Company (herein, the
“Parties”), the Parties desire to resolve amicably all issues and disputes between them regarding or
relating to Correll’s employment with, and service as an officer and/or director of, the Company and
the termination thereof, and to memorialize the terms of such agreements in this Agreement.

NOW, THEREFORE, the undersigned Parties agree as follows:
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1. Incorporation of Recitals. The above recitals are incorporated herein as if restated.

2. Termination of Employment. Correll hereby resigns as an employee of the Company effective as of
the close of business on August 16, 2010. Correll hereby waives the six (6) month notice requirement
contained in the Letter Agreement in consideration of the payments and benefits set forth in Section 3
hereof. Correll agrees that the Company and Releasees have no obligation to rehire, reemploy, recall
or hire him in the future. Correll acknowledges that he has received all wages, bonuses, vacation pay,
and other benefits and compensation due to him by virtue of his employment with Company.

3. Payments/Benefits to Correll. In consideration of this Agreement and for the release of all claims
and other promises by Correll set forth herein, the Company agrees to the following (which includes,
but is not limited to, all benefits payable to Correll under the Letter Agreement):

(a) For the period from the date hereof through the close of business on February 16, 2011, Correll
will continue to receive his base salary at the rate of $588,000 per annum payable consistent with the
Company'’s policy with respect to payment of base salary.
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(b) Beginning February 17, 2011, and for the eighteen (18) month period ending on August 16, 2012,
Correll will receive severance payments in the amount of $49,000 per month, which will be payable
monthly in arrears.

(c) With respect to the AIP award for calendar year 2010, Correll will receive an amount equal to
100% of his target AIP award multiplied by the Corporate Multiplier applicable to calendar year 2010.
The Company shall pay to Correll on or before August 20, 2010, as a prepayment on account of his
AIP award for 2010, an amount equal to 75% of his target AIP award for calendar year 2010, with the
balance of his AIP award for calendar year 2010 paid at the time payments are made thereunder to
senior executives of the Company. The payment due to Correll on account of the balance of his AIP
award for calendar year 2010 shall be made in accordance with Correll’s previously made deferral
elections.

(d) Correll shall continue to receive health, dental and vision benefits during the sixth (6) month period
ending February 16, 2011, and for the eighteen (18) month period beginning February 17, 2011 and
ending August 16, 2012. The continuation of health, dental and vision benefits for the eighteen

(18) months ending August 16, 2012, is intended to provide Correll with full COBRA benefits during
such 18 month period. Correll hereby elects to waive the right to receive such benefits for the eighteen
(18) month period beginning February 17, 2011, and the Company shall pay to Correll on or before
February 1, 2011 the present value (calculated using an interest factor of six percent (6%)) of the cost
to the Company of the health, dental and vision benefits for such eighteen (18) month period that are
waived.

(e) With respect to the options granted to Correll in 2008 (first grant of 80,073 options and second
grant of 90,760 options), Correll shall be fully vested in all such options and Correll may exercise
those options at any time on or before December 31, 2014.

() With respect to the 2008 Restricted Stock Units (second grant) in the amount of 11,932 RSUs,
Correll shall be fully vested.

(g) With respect to the 2009 option grant covering 133,785 options, Correll will be fully vested in all
such options and Correll may exercise those options at any time on or before December 31, 2015.

(h) With respect to the 2009 performance stock units (“PSUs”) representing 23,967 PSUs, Correll will
be entitled to receive 100% of the award that would otherwise be payable to him if his employment
continued through December 31, 2011, based on the achievement of the performance goals during
such period applicable to such 2009 performance stock units as applied to the senior executives of the
Company.

(i) With respect to the 2010 option grant of 100,197 options, Correll will be fully vested in two-thirds
(2/3rds) of such options and Correll may exercise those options at any time on or before December 31,
2016.
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(j) With respect to the 2010 PSUs representing 27,643 PSUs, Correll will be entitled to receive two-
thirds (2/3rds) of the award that Correll would have received if Correll had continued employment

through December 31, 2012, based on the achievement of the performance goals during such period
applicable to such 2010 performance stock units as applied to the senior executives of the Company.

(k) With respect to the Defined Employer Contribution under the Non-Qualified Savings and Deferred
Compensation Plan of the Company (the “Deferred Compensation Plan”), Correll shall be entitled to
receive his share thereof on account of all compensation received by him through February 16, 2011
and the total AIP award for calendar year 2010 as described in Section 3(c) above; provided, however,
if Correll is not eligible to receive any portion thereof because of his resignation as an employee of the
Company effective as of the close of business on August 16, 2010, as provided in Section 2 above, the
Company shall pay to Correll an amount equal to the share of the Deferred Employer Contribution
which Correll was not eligible to receive on account of such compensation because of his resignation
as an employee of the Company. Correll shall be treated as fully vested in all Defined Employer
Contributions that have been or will be made under the Deferred Compensation Plan.

Correll acknowledges that certain of the benefits described in Section 3 (including, without limitation,
the benefits described in clauses (f) to (k), inclusive, of Section 3) are substantially greater than the
benefits Correll would otherwise be entitled to receive in connection with a termination without cause
by the Company and are valuable consideration for his obligations and agreements hereunder.

4. Release of all Claims (other than ADEA Claims) by Correll. Except with respect to the obligations
of the Company herein, Correll, for and in consideration of the undertakings of the Company set forth
in Section 3 herein, and intending to be legally bound, does hereby REMISE, RELEASE AND
FOREVER DISCHARGE the Releasees and the Company, its officers, directors, employees, agents,
predecessors, successors and assigns from all actions, suits, claims and demands in law or equity, that
Correll ever had, now has, or hereafter may have, from the beginning of time to the date of this
Agreement, whether known or unknown, suspected or unsuspected (except for claims addressed in
Section 6 hereof).

(i) This release includes but is not limited to all claims arising under Title V11 of the Civil Rights Act
of 1964, the Civil Rights Act of 1866, the Civil Rights Act of 1991, the federal Equal Pay Act, the
United States Constitution, the Employee Retirement Income Security Act, the Americans With
Disabilities Act, Executive Orders 11246 and 11141, the Worker Adjustment Protection Act of 1990,
as amended, the Family Medical Leave Act, the New Jersey Constitution, the New Jersey Law Against
Discrimination, the New Jersey Conscientious Employee Protection Act, the New Jersey Millville
Dallas Airmotive Plant Job Loss Notification Act, the New Jersey Family Leave Act, the National
Labor Relations Act, and any other federal, state or local law or ordinances, or any common law claim
under tort, contract or any other theories now or hereafter recognized.

(ii) This release also includes claims which Correll may have for any type of damages cognizable
under any of the laws referenced herein, including, but not limited to, any and all claims for
compensatory damages, punitive damages, and attorneys’ fees and costs.
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(iii) Correll shall not bring a lawsuit against any of the Releasees for any of the claims described
above. Should any entity, agency, commission, or person file a charge, action, complaint or lawsuit
against the Releasees based upon any of the above-released claims, Correll agrees not to seek or accept
any resulting relief whatsoever.

(iv) Correll also agrees that this release should be interpreted as broadly as possible to achieve his
intention to waive all Claims which he may have against the Releasees.

5. Assumption of Lease of Apartment. Correll will assign to the Company, and the Company will
assume, that certain lease for an apartment at the St. James, 200 West Washington Square,
Philadelphia, PA, 19106, effective as of the close of business on August 31, 2010 provided rental
payments and other amounts due under the lease for the period through August 31, 2010 have been
paid in full, the apartment is vacant and such lease does not extend beyond April 15, 2011. The
obligations of the Company under this Section 5 are in consideration for the release by Correll of
claims under the Age Discrimination in Employment Act as set forth in Section 6 hereof.

6. Release of ADEA Claim.

(a) THE COMPANY RECOMMENDS THAT CORRELL CONSULT WITH AN ATTORNEY.
Plaintiff represents and warrants that he has been advised in writing to consult with an attorney
regarding the terms of this Agreement, including the release of any claims under the Age
Discrimination in Employment Act.

(b) Except with respect to the Company’s obligations hereunder, Correll knowingly and voluntarily,
on behalf of himself, releases and forever discharges the Releasees from any and all actions, suits,
claims and demands, in law or equity, that Correll may have of any nature whatsoever relating in any
way to his rights under the Age Discrimination in Employment Act of 1967, as amended (the
“ADEA”), whether known or unknown, suspected or unsuspected, which Correll ever had, now have,
or may hereafter claim to have against the Releasees in law or equity, arising on or before the date
hereof, and whether or not previously asserted before any state or federal court or before any state or
federal agency or governmental entity (the “ADEA Release”). This ADEA Release includes, without
limitation, any rights or claims relating in any way to Correll’s employment relationship with the
Company or any of the Releasees, or the termination thereof, arising under the ADEA, including
compensatory damages, punitive damages, attorney’s fees, costs, expenses, and any other type of
damage or relief. Correll further agrees that he shall not be entitled to any personal recovery in any
claim, charge, action or proceeding whatsoever against the Company or any of the Releasees for any
of the matters set forth in this ADEA Release.

(c) Correll shall have twenty-one (21) days to consider this ADEA Release, and shall have seven
(7) additional days from the date of execution of this Agreement to revoke this ADEA Release. Any
such revocation shall be made in writing so as to be received by the
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company’s General Counsel prior to the eighth (8t) day following Correll’s execution of this
Agreement. If no such revocation occurs, this ADEA Release shall become effective on the eighth
(8th) day following the execution of this Agreement. In the event that Correll revokes this ADEA
Release; the Company’s obligation under Section 5 hereof shall be null and void. While the revocation
of this ADEA Release shall release the Company from its obligations under Section 5 hereof, all other
terms and conditions of this Agreement shall remain in full force and effect.

7. Claims Not Released. Notwithstanding Sections 4 and 6 of this Agreement, it is understood and
agreed that Correll is not waiving claims filed under any state workers’ compensation or
unemployment law or any claim not waiveable under law . Further, it is understood and agreed that
Correll is not prohibited from communicating with or participating in any administrative proceeding
before the Equal Employment Opportunity Commission, United States Department of Labor, or other
federal, state or local law agency. Should any entity, agency, commission, or person file a charge,
action, complaint or lawsuit against the Releasees based upon any of the above-released claims in
Sections 4 and 6 of this Agreement, Correll agrees not to seek or accept any resulting relief
whatsoever.

8. Release of Claims by the Company.

(a) Subject to Section 8(b) hereof, and in consideration for the releases in Sections 4 and 6 of this
Agreement, as well as for Correll’s other undertakings hereunder, the Company, hereby releases,
remises and forever discharges Correll from any and all claims, complaints, suits, causes of action,
charges, claims, liability, debts, agreements, demands, damages, losses, costs and expenses (including
attorney’s fees and costs of any kind) that, as of the date hereof, the Company may have against
Correll by reason of or arising out of Correll’s employment. The Company understands and agrees that
this is a general release of all claims.

(b) Notwithstanding anything else herein to the contrary, the Company does not waive any rights to
recover payments heretofore made to Correll pursuant to the Company’s “Clawback Policy” that was
adopted by action of the Board of Directors of the Company on June 18, 2010.

9. No Future Payments Except Those Described Herein. Except as set forth in this Agreement, it is
expressly agreed and understood by the parties that the Company does not have, and will not have, any
obligation to provide Correll at any time in the future with any bonus or other payments, benefits, or
consideration other than those set forth in Section 3 and other than those to which Employee may be
entitled under the Company’s benefit plans, including 401(k), medical, and pension plans, if
applicable. Employee expressly acknowledges that no contributions from the payments described in
Section 3, above, will be made to a 401(k) or pension plan.

10. Confidentiality.

(a) Correll shall, at all times from and after the date hereof, keep all Confidential Information (as
defined below) secret and confidential and shall not, directly or indirectly, disclose or use any of the
Confidential Information.

http://ir.amwater.com/phoenix.zhtml?c=215126&p=irol-SECText& TEXT=aHR0OcDovL2l... 8/22/2011



SEC Filings Page 17 of 21

285.305(n)

(b) As used in this Agreement, “Confidential Information” shall mean all financial, commercial and
other information, without regard to form or medium, relating to the Company that is not generally
known to the public. Confidential Information includes, but is not limited to the following kinds of
information to the extent that it is not generally known to the public: (i) information relating to the
Company’s business, strategies, financial position, operations, transactions, ownership structure, assets
and liabilities; (ii) business development plans, strategies, methods, efforts and results; (iii) business
and market studies; and (iv) personnel data.

(c) Notwithstanding anything else in this Section 10 to the contrary, Confidential Information shall not
include (i) information which becomes part of the public domain through no fault or act of Correll; and
(ii) information which Executive is obliged to disclose by law or by any court order or by any stock
exchange, governmental authority or other similar body, provided that Executive must give advance
notice of any such disclosure to the Employer and must cooperate with the Employer in limiting such
disclosure to prevent or minimize any loss of confidentiality.

11. Complete Settlement. The Parties understand and acknowledge that the promises stated in this
Agreement are a full, final and complete settlement of all claims of any kind, whether known or
unknown, actual or potential, which the Parties have now or at any time may have or have had for any
acts, omissions, or other conduct of any kind against the other Party and any other conduct of the
Parties occurring prior to and through the date of execution of this Agreement.

12. No Other Claims. Correll represents and warrants that he has filed no complaints, charges or
claims against the Company regarding any matter related to his employment with the Company in any
forum. The Company represents and warrants that it has filed no complaints, charges or claims against
Correll regarding any matter related to his employment with the Company with any forum.

13. Non-Admissions. The Parties agree that this Agreement shall not in any way be construed as an
admission by the Company, Correll or the Releasees that any of them has acted wrongfully with
respect to any matter whatsoever, including without limitation any matter relating to Correll’s
employment or the termination thereof.

14. Taxes. As required by law, the Company will issue the appropriate IRS Form(s) W-2 at the
appropriate time. Any payments provided for herein shall be reduced by any amounts required to be
withheld by the Company from time to time under applicable federal, state or local income or
employment tax laws or similar statutes or other provisions of law then in effect. Correll agrees that
(i) he shall be solely responsible for all taxes, including, but not limited to, income and excise taxes,
imposed on him in respect of amounts paid to him by the Company under this Agreement; (ii) he shall
not seek reimbursement from the Company for such taxes; and (iii) he agrees to and does hereby
indemnify and hold the Company harmless against any and all tax liability, interest, and/or penalties.
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15. Resignation. Prior to the execution and delivery of this Agreement, Correll has resigned as an
officer and director of the Parent and of all subsidiaries of the Parent of which he is an officer or
director.

16. Non-Disparagement. Correll shall not make any statement to any person or entity that disparages
the Company or any of its directors and senior officers. The Company agrees to notify its Board of
Directors and senior officers that they shall not make any statement to any person or entity that
disparages Correll and shall take reasonable steps to ensure that such persons comply with such
requirement.

17. Return of Company Property. Within ten (10) days, Correll shall promptly deliver to the Company
all property of the Company within his possession, including automobile, if any, personal computers,
company credit card, cell phones, PDASs, other electronic devices, all copies and embodiments, in
whatever form or medium, of all information and intellectual property of the Company in Correll’s
possession or within his control (including written records, notes, photographs, manuals, notebooks,
documentation, program listings, flow charts, magnetic media, disks, diskettes, tapes and all other
materials containing any information or intellectual property) irrespective of the location or form of
such material. If requested by the Company, Correll shall provide the Company with written
confirmation that to the best of his knowledge all such Company property and materials described in
the immediately preceding sentence have been delivered to the Company. This provision shall not
prevent Correll from retaining his personal property, including his personal information contained on
any electronic device.

18. Indemnification. The Company agrees to indemnify and hold Correll harmless to the fullest extent
permitted by applicable law, as in effect at the time of the subject act or omission for any actions
which were taken within the scope of his employment with the Company. In connection therewith,
Correll shall be entitled to the protection of any insurance policies which the Company elects to
maintain generally for the benefit of the Company’s directors and officers, against all costs, charges
and expenses whatsoever incurred or sustained by Correll in connection with any action, suit or
proceeding to which he may be made a part by reason of his being or having been a director, officer or
employee of the Company, subject to the terms and conditions of those policies.

19. Entire Agreement. This Agreement supersedes any and all prior negotiations or agreements
between the Parties, if any, and represents the entire agreement between the Parties with respect to the
disposition of the referenced matter. The Parties hereby acknowledge and agree that there have been
no offers or inducements which have led to the execution of this Agreement other than as stated
herein. This Agreement may not be modified, except by a separate writing signed by both Parties. No
waiver of any rights under this Agreement shall be effective unless in writing signed by the party
against whom such waiver is asserted.

20. Section Headings. The section headings contained in this Agreement are for ease of reference only
and have no substantive effect on the meaning or interpretation of any terms or conditions of any
provision in the this Agreement.
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21. Advice to Consult Legal Representation. Correll is advised to consult with legal counsel of his
choosing regarding the meaning and binding effect of this Agreement and every term hereof prior to
executing it. The Company shall reimburse Correll for reasonable legal fees and expenses incurred by
him in connection with the negotiation and execution of this Agreement.

22. Enforcement of Agreement. Correll and the Company are bound by this Agreement. The failure of
a party to insist upon strict adherence to any term of this Agreement on any occasion shall not be
considered a waiver thereof nor deprive that party of the right thereafter to insist upon strict adherence
to that term. In the event of a breach of the Agreement, the prevailing party is entitled to all reasonable
legal fees and costs.

23. Arbitration. If a dispute between the parties arising out of or relating to this Agreement cannot be
resolved by informal meetings and discussions, the dispute shall be settled by binding arbitration, and
a corresponding award and judgment may be entered in a court of competent jurisdiction. Arbitration
of any dispute may be initiated by one party by sending a demand for arbitration to the other party,
which demand will preclude any party hereto from initiating an action in any court. The demand must
specify the matter in dispute and request the appointment of an arbitration panel. The arbitration panel
will consist of one arbitrator named by the Company, one arbitrator named by Correll and a third
arbitrator named by the two arbitrators so chosen. The arbitration hearing will be conducted in
accordance with the procedural rules set forth in the commercial arbitration rules of the American
Avrbitration Association. The situs of the arbitration shall be Trenton, New Jersey.

24. Governing Law. This Agreement shall be construed and interpreted in accordance with and
governed by the laws of the State of New Jersey (without reference to principles of conflicts of laws),
except where preempted by federal law (e.g., ERISA).

25. Assignment. All of the terms and provisions of this Agreement shall be binding upon and inure to
the benefit of and be enforceable by the respective heirs, executors, administrators, legal
representatives, successors and assigns of the parties hereto.

26. Natices. All notices, demands or other communications to be given or delivered under or by reason
of the provisions of this Agreement shall be in writing and shall be deemed to have been given when
delivered personally to the recipient, two (2) business days after the date when sent to the recipient by
reputable express courier service (charges prepaid) or four (4) business days after the date when
mailed to the recipient by certified or registered mail, return receipt requested and postage prepaid.
Such notices, demands and other communications shall be sent to Correll and to the Company at the
addresses set forth below,

If to Correll:

Donald L. Correll
746 Wooded Trail
Franklin Lakes, NJ 07417-1200

and
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Steven B. Harz, Esq.

Herten, Burstein, Sheridan, Cevasco, Bottinelli, Litt & Harz, LLC
Court Plaza South, West Wing

21 Main Street, Suite 353

Hackensack, NJ 07601-7095

If to Company:

Chairman of the Board

American Water Works Company, Inc.
1025 Laurel Oak Road

Voorhees, NJ 08043-3597

and

Office of General Counsel

American Water Works Company, Inc.
1025 Laurel Oak Road

Voorhees, NJ 08043-3597

or to such other address or to the attention of such other person as the recipient party has specified by
prior written notice to the sending party.

27. Counterparts. This Agreement shall become binding when any one or more counterparts hereof,
individually or taken together, shall bear the signatures of Correll and the Company. This Agreement
may be executed in two or more counterparts, each of which shall be deemed to be an original as
against any party whose signature appears thereon, but all of which together shall constitute but one
and the same instrument.

28. Severability. If any provision of this Agreement or application thereof to anyone under any
circumstances is adjudicated to be invalid or unenforceable in any jurisdiction, such invalidity or
unenforceability shall not affect any other provision or application of this Agreement which can be
given effect without the invalid or unenforceable provision or application and shall not invalidate or
render unenforceable such provision or application in any other jurisdiction.

29. Application of Section 409A.

(a) This Agreement is intended to comply with the applicable provisions of section 409A of the Code
and shall be interpreted to avoid any penalty sanctions under section 409A of the Code. If any
payment or benefit cannot be provided or made at the time specified herein without incurring sanctions
under section 409A of the Code, then such benefit or payment shall be provided in full at the earliest
time thereafter when such sanctions will not be imposed. For purposes of section 409A of the Code, all
payments to be made upon a termination of employment under this Agreement may only be made
upon a “separation from service” under section 409A of the Code, each payment made under this
Agreement shall be treated as a separate payment and the right to a series of installment payments
under this Agreement shall be treated as a right to a series of separate payments. In no event shall
Correll, directly or indirectly, designate the calendar year of payment.
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(b) All reimbursements and in kind benefits provided under this Agreement shall be made or provided
in accordance with the requirements of section 409A of the Code, including, where applicable, the
requirement that (i) any reimbursement is for expenses incurred during the period of time specified in
this Agreement, (ii) the amount of expenses eligible for reimbursement, or in kind benefits provided,
during a calendar year may not affect the expenses eligible for reimbursement, or in kind benefits to be
provided, in any other calendar year, (iii) the reimbursement of an eligible expense will be made on or
before the last day of the calendar year following the year in which the expense is incurred, and

(iv) the right to reimbursement or in kind benefits is not subject/to liquidation or exchange for another
benefit.

30. Employee Acknowledgements. Correll acknowledges that:

(i) Neither the Company nor its agents, representatives or employees have made any representations to
him concerning the terms or effects of this Agreement, other than those contained in the Agreement;

(i) He has the intention of releasing all claims recited herein in exchange for the payments and other
consideration described herein, which he acknowledges as adequate and satisfactory to him and in
addition to anything to which he otherwise is entitled as an employee of the Company; and

(iii) He has read this Agreement, has been advised to discuss it with his counsel and has reviewed and
discussed it with counsel of his choice.

(iv) He has been given a reasonable period of time in which to consider this Agreement, which period
he acknowledges as adequate, and he is fully aware of the Agreement’s contents and legal effects.

IN WITNESS WHEREOF, the Parties hereunto have executed this Agreement as of the date set
forth below.

DONALD L. CORRELL AMERICAN WATER WORKS
COMPANY, INC.

By: /s/ Donald L. Correll By: /s/ George MacKenzie
George MacKenzie
Title: Chairman of the Board

Date: August 15, 2010 Date: August 15, 2010
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