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FORWARD-LOOKING STATEMENTS 

\Ve have made stalcmcnts under the captions "Business;· "Risk Facrors,'' "Managc1ncnt's Discussion and 
Analysis of Financial (~ondilion and Results of Operations," and in other sections of this Annual Report on 
Fonn 10-K ("Fonn 10-K"), or incorporated certain statcn1ents by reference into this Forn1 10-K, that are forward
looking statcn1cnts within the 1ncaning of Section 27 A of the Securities Act of 1933, as illncndcd. Section 2 IE of 
the Securities Exchange Act of I 934. as an1ended (the "Exchange Act"), and the Private Securities Litigation 
Reform Act of 1995. In sornl! cases. these forward-looking statcn1cnts can be identified by \Vords \Vith 
prospective meanings such as "intend," ''plan," "eslin1ale," "believe," "anticipate,'' ··expect," "predict," "project;' 
'"forecast," ·'outlook," ·•future," ''potential," "'continue," ''1nay,'' ''can," "should" and '"could" and silnilar 
expressions. For\vard-Jooking statements may relate to, a1nong other things, our future financial perfonnance, 
including our operation and n1aintcnance ("0&1\.1") efficiency ratio, cash flo\VS, our gro\vth and portfolio 
optin1ization strategics, our projected capital expenditures and related funding requirements, our abilily to repay 
debt, our projected strategy to finance current operations and growth initiatives, the impact of legal proceedings 
and potential fines and penalties, business process and technology in1proven1cnt initiatives, trends in our 
industry, regulatory or legal develop1nents or rate adjuslmcnts. including rate case filings, filings for 
infrastructure sun.:harges and filings to address regulatory Jag. 

Forward-looking statc1ncnts arc predictions based on our current expectations and assun1ptions regarding 
future events. They are not guarantees of any outcon1cs, financial rcsulls or levels of pcrfonnance and you arc 
cautioned not to place undue reliance upon then1. These fonvard-Jooking staternents are subject to a number of 
risks and uncertainties. and nc\V risks and uni.::ertainties of \Vhich \Ve are not currently aware or \vhich \VC do not 
currently perceive tnay arise in the future fron1 tirne to tiinc. Should any of these risks or uncertainties 
1nateria1ize, or should any of our expectations or assun1ptions prove incorrect, then our results 1nay vary 
materially fron1 those discussed in the for\van.l-looking staten1ents herein. Factors that could cause aclual results 
to differ fron1 those discussed in forward-looking statcn1cnls include, hut are not liinitcd to, the factors discussed 
under the caption "Risk Factors'' and the fnllo\ving factors: 

the decisions of govcrn111cntal and regulatory bodies, including decisions to raise or lo\VCr rates; 

the timeliness of regulatory co1111nissions' actions concerning rates, pcnnitting and other decisions; 

changes in customer demand for, and patterns of use of, water, such as 1nay result fron1 conservation 
efforts; 

changes in hnvs. govcn1n1ental regulations and policies, including environ1ncntal, health and \\1atcr 
quality and public utility regulations and policies; 

\Veathcr conditions. palten1s, events or natural disasters, including drought or abnonnally high rainfall, 
strong \Vinds, coastal and intercoastal flooding. earthquakes, landslides, hurricanes and tornados; 

• the outcornc of Jiligatjon and gnvernn1ent action related to recent events in West Virginia; 

our ahility to appropriately rnaintain current infrast1ucturc, including our technology syste1ns, and 
n1anagc expansion of our husiness; 

our ability to obtain permits and other approvals for projects; 

changes in our capital requirements: 

our ability to control operating expenses and to achieve efficiencies in our operations; 

the intentional or unintentional actions of a third party, including contan1ination of our \Vater supplies 
and attacks on our cotnputcr systen1s; 

our ability 10 obtain adequate and cost-effective supplies of chc1nicals, electricity, fuel, \Valer and other 
ra\v nlatcrials that arc needed for our operations; 



our ability to successfully acquire and integrate \Vatcr and wastc\Vatcr systcn1s that are con1plcn1cntary 
to our operations and the gro\vth of our business. including, a1nong other core gro\vth opportunities, 
concession arrangen1ents and agreen1ents for the provision of water services in the unregulated shale 
arena; cost oven-uns relating to in1provc1nents or the expansion of our operations; 

changes in general economic, business and financial market conditions; 

access lo sufficient capital on satisfactory tcnns; 

fluctuations in interest rates; 

restrictive covenants in or changes to the credit ratings on our current or future debt that could increase 
our financing costs or affect our ability to borro\v, nlake payn1ents on debt or pay dividends; 

fluctuations in the value of benefit plan assets and liabilities thnt could increase our cost and funding 
rcquin!n1ents; 

our ability to utilize our U.S. and state net operating loss carryfonvards; 

n1igration of customers into or out of our service territories and the use by n1unicipalitics to conde1nn 
our systcn1s through eminent don1ain; 

difficulty in obtaining insurance at acccptnblc rates and on acceptable terms and conditions; 

the incu1Tcnce of ilnpairment charges; 

labor actions. including \Vork stoppages; 

ability to retain and attract qualified einployees; and 

civil disturbance, or terrorist threats or acts or public apprehension about future disturbant.:es or terrorist 
threats or acts. 

Any fonvar<l-looking statements we n1akc, speak only as of the date of this Forni 10-K. Except as required 
by the federal securities la\vs, we do not have any obligation. and we specifically disclain1 any undertaking or 
intention, to publicly update or revise any fonvard-looking stalcn1ents, \vhethcr as a result of ne\v infom1ation, 
future events, changed circun1stances or other,vise. 
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PART! 

ITEM I. BUSINESS 

Our Company 

Founded in 1886, An1crican Water Works Con1pany, Inc., (the "Con1pany," "An1crican Water" or "A W\V") 
is a Dcla\varc holding co1npany. A1nerican Water is the n1ost geographically diversifit!d, as \Vell as the largest 
puhlicly-tradcd, United States water and V.'aslc\Vatcr utility co1npany, as 1ncasurcd hy both operating revenues 
and population served. As a holding con1pany, we conduct substantially all of our business operations through 
our subsidiaries. Our approxi1natcly 6,400 e1nployces provide an csti111ated 15 n1illion people \Vith drinking 
\Valer, \Vaste\vater and/or other water-related services in 47 states and one Canadian province. 

Operating Segments 

Vlc report our results of operations in t\vo operating scg1nents: the Regulated Businesses and the rvlarkct
Bascd Operations. Additional infonnation \Vilh respect to our operating segment results is included in the section 
entitled "lte1n 7-Managen1enf s Discussion and Analysis of Pinancial Condition and Results of OperJtions," 
and Note 18 of the Consolidated Financial Statements. 

Regulated Businesses 

Our primary business involves the O\Vnership of subsidiaries that provide water and \Vaste\vater utility 
services to residential, con11nercial, industrial and other custorners, including sale for resale and public authority 
custon1ers. We report the results of this business in our Regulated Businesses segn1enl. Our subsidiaries that 
provide these services arc generally subject to econon1ic regulation by certain stale commissions or other entities 
t!ngaged in ccono111ic.: regulation. hereafter referred to as Public Lllility Con1n1issions, or '"PUCs," of the states in 
which we operate. The federal and state gnvernn1ents also regulate environn1ental, health ;ind safety, and water 
quality n1atters. 

Our Regulated Businesses segment operating revenues \Vere $2.674.3 tnillion for 2014, $2,539.9 for 2013. 
$2,564.4 n1illion fur 2012. accounting for 88.S'Jh, 90.1 tJc, and 89.9o/iJ. n.::spcctivcly. of total operating revenues for 
the sa1ne periods. 

The folkl\ving table sets forth our Regulated Businesses operating revenues, nun1ber of custon1ers and an 
estitnatc of population served as of Decc1nber 31, 2014: 

Esthn:Hed 
Ope1·ating Popuhtlion 
Revenues Number of Served 

(In tnillions) ',:(, ofTotal Custon1ers '/(· ofTotal (ln 1nillinns) '!(.of Total 

New Jersey ....................... $ 652.3 24<5%; 648.066 20.2r;1; 2.7 
Pennsylvania ..................... 605.4 22,6CJ{; 666,415 20.7t;{, 2.2 
Missouri . . ' .... ' .......... ' ...... 270.2 10.l<Jf . 464,498 14.4<ii1 1.5 
lllinois (a) .... '' .. ' ............. ' 262.3 9.8llf· 312,017 9.7% 1.3 
California ........................ 209.8 7.8% 174,198 5.4% 0.6 
Indiana .......................... 200.6 7.5%1 293,666 9.10b 1.2 
West Virginia (b) .................. 127.0 4.7% 170,371 5.390 0.6 

Subtotal (Top Seven States) ......... 2,327.6 87.lFk 2,729.231 84.8'i'(1 JO.I 
Other (c) ......................... 346.7 I 3.0'7c 489,961 15.290 1.8 

l"otal Regulated Businesses .......... $2,674.3 100.0% 3,219,192 100.0% 11.9 
-- -- --

(a) Includes Illinois-A1nerican Water Con1pany, \Vhich v.·e rerer lo as ILA \VC and An1erii..:an I .. ake \Vater 
Company, al.so a regulated subsidiary in Illinois. 
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(b) Includes West Virginia-American Water Company, which we refer to as WV AWC, and its subsidiary 
Bluefield Valley Water Works Company. 

(c) Includes data from our operating subsidiaries in the following states: Georgia, Hawaii, Iowa, Kentucky, 
Maryland, Michigan, New York, Tennessee and Virginia. 

Overview ofNetwork.v, Facilities and Water Supply 

Our Regulated Businesses operate in approximately 1,600 communities in 16 states in the United States. 
Our primary operating assets include 89 dams and 81 surface water treatment plants along with approximately 
500 groundwater treabnent plants, 1,000 groundwater wells, 100 wastewater treabnent facilities, 1,200 treated 
water storage facilities, 1,300 pumping stations, and 48,000 miles of mains and collection pipes. Our regulated 
utilities own substantially all of the assets used by our Regulated Businesses. We generally own the land and 
physical assets used to store, extract and treat source water. Typically, we do not own the water itself, which is 
held in public trust and is allocated to us through contracts and allocation rights granted by federal and state 
agencies or through the ownership of water rights pursuant to local law. Maintaining the reliability of our 
networks is a key activity of our Regulated Businesses. We have ongoing infrastructure renewal programs in all 
states in which our Regulated Businesses operate. These programs consist of both rehabilitation of existing mains 
and other equipment and replacement of mains and other equipment that are damaged or have reached, or are 
near, the end of their useful service lives. 

As noted, our Regulated Businesses are dependent upon a defined source of water supply and obtain their 
water supply from surface water sources such as reservoirs, lakes, rivers and streams. In addition, we also obtain 
water from ground water sources, such as wells, and purchase water from other water suppliers. The following 
chart sets forth the sources of water supply for our Regulated Businesses for 2014 by volume: 

Ground Water 
27% 

Bulk Water 
Purchases -

Treated 
7% 

Surface Water 
66% 

Our ability to meet the existing and future water demands of our customers depends on an adequate supply 
of water. Drought, governmental restrictions, overuse of sources of water, the protection of threatened species or 
habitats or other factors may limit the availability of ground and surface water. We employ a variety of measures 
to ensure that we have adequate sources of water supply, both in the short-term and over the long-term. The 
geographic diversity of our service areas tends to mitigate some of the economic effect associated with weather 
extremes we might encounter in any particular service territory. In any given summer, some areas may have 
source issues and experience drier than average weather while other areas we serve may experience wetter than 
average weather. 

In our long-term planning, we evaluate quality, quantity, growth needs and alternate sources of water supply 
as well as transmission and distribution capacity. Sources of supply are seasonal in nature and weather conditions 
can have a pronounced effect on supply. In order to ensure that we have adequate sources of water supply, we 
use planning processes and maintain contingency plans to minimize the potential impact on service through a 
wide range of weather fluctuations. In connection with supply planning for most surface or groundwater sources, 
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we e1nploy n1odcls to detenninc safe yields under different rainfall and drought conditions. Surface and 
ground\Vater levels arc routinely nionirorcd so that supply capacity deficits niay, to the extent possible, be 
predicted and 1nitigated through den1and managen1cnl and additional supply devclop1nent. 

Additionally, in California as part of the Urhan \Vater Manage1ncnt Plan of 1983, water suppliers serving 
greater than 3,000 acre feet per year or 3.000 connections arc required to subn1it an Urban Water Managcn1cnt 
Plan to the Depart1nent of Water Resources every five years. 1l1ese plans assess \vatcr supply reliability over a 
20-ycar planning p!!riud under norn1al, dry and 1nulti-ycar dry periods to ensure that \Valer suppliers have 
adequate water supply for current and future dctnands. In 2009, additional conservation clcn1ents were added to 
the plan thal required utilities to sho\V how they could nicet a 20% den1and reduction by 2020. 

The percentage of finished \Valer supply by source type for our top seven states by Regulated Businesses 
revenues for 20 I 4 is as follows: 

Nc\v Jersey ........................ . 
Pennsylvania ....................... . 
Missouri (a) ........................ . 
Illinois ............................ . 
California (b) ....................... . 
Indiana ..................... . 
West Virginia ...................... . 

Ground water Surface water Purchased \Yater 

24% 
7o/o 

19'k 
35c;r, 
66C;(i 
56<Jh 

71% 
92% 
80% 
54% 

43% 
99% 

5% 
1% 
!'if: 

J J<?f, 

34(7tl 
I '}f; 
} Cfc 

(a) TI1cre arc limitations in our Joplin, iv1issouri service area \vherc the projected source or \Valer supply 
capacity is unable to 1neet projected peak demands under certain drought conditions. To n1anage this issue 
on the t.len1and side, the \Valer use of a large industrial custon1er can be restricted under an inten11ptible 
tariff. Additional wells have been and will be developed to address short-term supply deficiencies. Missouri
A1nerican \Valer Con1pany is \Vorking with a cnnsortiun1 of agencies to detcrn1ine a long-tem1 supply 
solution for the Joplin. Missouri region, 

(b) In Monterey, California, in order to aug1ncnt our sources of \Valer supply. we have i1nplen1entcd 
conservation rates and other progra1ns to address demand. These include utilizing aquifer storage and 
recovery facilities tu store v.1inter \Valer for sun1n1er use. Additionally, in other areas \Ve are n1aking 
nrrangen1ents to extend or expand our purchase of \vater fro1n neighboring \vater providers. 

The level of rreatinent we apply to the water varies significantly depending upon the quality of the water 
source and custon1er stipulations. Surface \Valer sources, such as rivers, typically require significant trcatincnt, 
\vhile so1ne groundwater sources, such as aquifers. require chen1ical treatment only. In addition. a sn1all an1ount 
of trca!ed \.vatcr is purchased fron1 neighboring water purveyors. Treated water is transported !hrough our 
transrnission and distribution nct\vork, \Vhich includes underground pipes, ahove ground storage facililics and 
nun1erous pumping facilitit.!s \Vi th the ulti1natc distribu[ion of the treated \Vater to the custorncrs' pren1ises. 

We have installed production 1neters to 111casurc the water that we deliver to our distribution net\vork. We 
also cn1ploy a variety of 1nclhods of custo1ncr n1ctcr reading to n1onitor consu1nption; ranging from 1ncters \Vith 
n1cchanical registers \Vhcrc consu1nption is manually recorded hy 1nclcr readers, to 1ncters with electronic 
registers capable of transn1iuing consun1ption data to proxi1nity devices (touch read) or via radio frequency to 
n1obile or fixed netv.1ork data collectors. 'fhc majority of new 111eters arc able to support future advances in 
electronic nlctcr reading. 

WastC\Vatcr services involve the collection of\vastc\vatcr fro1n custo1ners' prcn1iscs through scv.'cr lines. 
The v..•aste\vuter is then transponed through u se\Vcr net\vork to a treaunent facility, \Vhere it is treated to n1eet 
required effluent standards. The treated \vastc\vatcr is finally returned to the environn1ent as effluent, and the 
solid \Vastc by-product of the trcatn1cnt process is disposed of in accordance \Vith applicahlc standards and 
regulations. 
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Econo111ic Regulation and Rafe Making Process 

The operations of our Regulated Businesses nre generally subject to extensive econon1ic regulation by lheir 
respective PUCs. The tern1 "cconornic regulation" is intended lo indicate that these state PUCs regulate the 
economic aspects of service to the public but do not generally cstahlish \Valer quality standards. which are 
typically set by the federal Environn1ental Protection Agency ("'EPA") and/or state environ1nental authorities. 
State PUCs have hroad authority lo regulate 1nany of the econo111ic and service aspects of the utilities. For 
cxa1nple. state PU Cs often issue certificates of public convenience and necessity (or sin1ilar authorizations) that 
1nay be required for a con1pany to provide service in specific areas. They also approve the rates und conditions 
under \Vhich service is provided and have extensive authority 10 establish rules and regulations under \Vhich the 
utilities operate. Specific authority n1ight differ from state to state, hut in n1os1 states PUCs approve rates, 
accounting trcatn1cnts, long-tcnn financing progra1ns and cost of capital, significant capital cxpcnditun:s and 
plant additions, transactions and relationships between the regulated subsidiary and affiliated entities. 
reorganizations and 1nergers and acquisitions. In 1nany instances, regulatory approvals are required to effect the 
transaction. Regulato1y policies not only vary frorn state to slate, but can change over tin1e as \veil. These 
policies \Viii affect the tin1ing as well as the extent of rccOVCI)' of expenses and the realized return on invested 
capital. Our results of oper.llions are significantly affected by rates authorized by the PUCs in the states in \Vhich 
\Ve operate, and \Ve arc subject to risks and uncertainties associated \Vith rate case delays or inadequate rate 
recovery. 

Econon1ic regulation of utilities involves 1nany con1peling, and occasionally conflicting, public interests and 
policy goals. The primal)' responsibility of PUCs is to pro1note the overall public interest by balancing the 
interests of custo1ners and utility investors. Although the specific approach to economic regulation varies, certain 
general principles are consistent across the states in which our regulated subsidiaries operate. Based on certain 
legal and regulatory principles, econornic regulation is generally intended to provide a utility the right to serve 
specific geographic areas. In return, the utility undertakes the obligation to provide safe and adequate service to 
all custorners \Vilhin its service area and is authorized an annual revenue rcquire1ncnt intended to provide 
recovery of prudent operation and 1naintena11ce costs. depreciation and taxes and an opportunity to earn a fair 
return on capital investn1en1 necessary to provide service to custorners. 

Our operating revenue is typically dctennincd by reference to a volun1elric t.:harge based on consun1ption 
and a base fee con1ponent set by a tariff approved by the PUC. The process to obtain approval for a change in 
rates generally occurs by way of a "rate case" filed by the utility \Vi th the PUC on a periodic basis. The tirning of 
rate case filings 1nay be detern1incd by ei!her periodic rcquire1nents in the rcgulatOI)' jurisdiction or by the 
utility's need to increase its revenue rcquiren1ent to recover capital investn1ent costs, changes in operating 
revenues, operating costs or other n1urkct conditions. A PUC nlay also initiate the filing of a rate case to conduct 
an investigation and 111ay i111pose other conditions on the content and tin1ing of filings under certain 
circun1stanccs. 

State PUCs differ with regard to the types of expenses and investn1ents that may be recovered in rates as 
\Vell as \Vith regard to the transparency of their rate-n1aking processes and how 1hey reach their final rate 
dctcrn1inations. I<lo\vcvcr, in evaluating a rate case, state PUCs typically focus on a nun1ber of areas, including, 
the cost and prudence of invcstrncnt in facilities; operating and 1naintcnancc expenses and taxes; the appropriate 
cost of capital and equity return; n!venues or consu111ption al current and expected levels; allocation of the 
revenue requirements a111ong custon1cr classes; service quality and issues raised by custorncrs. 

Pai lure of the PU Cs to recognize reasonable and prudent operating and capital costs can result in the 
inability of the utility to 1ncct its debt service, provide adequate service to its customers and earn its authorized 
return, \Vhich can in1pacl the operations and can1ings of our Regulated Businesses. Rate cases and other ratc
related proceedings can take several 1nnnths to over a year to con1plete. Therefore. there 1nay he delays. or 
regulatory lag, henvecn the tin1c one of our regulated subsidiaries rnakes a c::ipital invesunent or incurs an 
operating cost increase and \\'hen those costs arc reflected in rates. For instance, an unexpected increase in 
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chc1nical costs or nc\V capital inYestn1cnt that is not reflected in the n1ost recently completed rate case will 
generally not begin to be recovered by the regulated subsidiary until the effective date of the subsequent rate 
case. Our rate case 1nanagen1ent program is guided by the goals of obtaining efficient recovery of costs of capital, 
recognition of declining consun1ption and appropriate recovery of utility operating and 111aintcnancc costs, 
including costs incurred for co1npliancc with environn1ental regulations. The 1nanagemcnt tea111 at each of our 
Regulated Businesses anticipates the tin1e required for the regulatOI)' process and files rate cases with the goal of 
obtaining rates that reflect as closely as possible the cost of providing service at the titnc the rates become 
effective and a reasonahle opportunity to earn the authorized return on invcsti..!d capital, or rate base. 

Our regulated subsidiaries \Vork \Vith legislatures and PUCs lo nlitigate the adverse impact of regulatory lag 
through the adoption of positive regulatory policies. These policies include, for exa1nplc, infrastructure 
replace1nenr surcharges that allow rates to change outside the context of a general rate proceeding to reflect, on a 
111orc tilnely basi.s, invcstn1cnts to replace infrastructure necessary to sustain high quality, reliable :-;crvicc. 
Currently, Pennsylvania, Illinois. Missouri, Indiana, Ne\v '\'"ork, Ne\\' Jersey and Tennessee allo\v thi..! use of 
infrasuucturc surcharges. Forward-looking test year mechanisn1s allo\v us to earn, on a more cu1Tent basis, our 
cu1Tcnt or projected usage and costs and a rate of rctun1 on our current or projected invested capital. Son1e states 
have pcnnittcd the use of a fully forecasted test year instead of historical data to set rates. Those states arc: 
Illinois, Kentucky. Ne\V York, Tennessee. California, Pennsylvania, fndiana. J-fcnvaii and Virginia. ln all states in 
\Vhich \Ve operate on a regulated basis, PUCs have allowed utilities to update hi.storicaJ data for certain "k110\vn 
and 111casurable" changes that occur for some limited period of ti nu: subsequent to the historical test year. This 
alknvs utilities to take into account more current costs or capital investments in the rate-setting process. The 
extent to which historical data can be updated \Vill generally vary frorn state to state. 

Another 1nechanis1n to address issues of regulatory lag is the ability, in certain circun1stances, to recover the 
full return on utility plant costs during the construction period, instead of capitalizing an allo\vance for funds 
used during construction. Exa111ples of stales that have allo\vctl such recovery include Pennsylvania, Kentucky, 
Virginia, Illinois and California. In addition, sonic states, such as Indiana, allo\v the utility to seek prc-upproval 
of certain capital projects an<l associated costs. In this pre-approval process, the PUC assesses the prudency of 
such projects. 

Surcharge mcchanis1ns are also available in a nun1ber of states to reflect, outside of a general rate 
proceeding, changes in 1najor operating expenses \Vhich nlay be beyond the utility's control. For exa1nplc, 
Ne\V Jersey. California, Virginia, fllinois and l~enncssee have allowed surcharges for purchased water costs. 
California has allo\ved surcharges for po\ver and certain other costs. and New York has allowed annual 
reconciliations for expenses such as po\ver, fuel, chernicals and property taxes. Tennessee has aliL)\ved surcharges 
for power, chen1ica! and Tennessee River Authority inspections fees. 

Certain stales have approved consolidated rates or single-tariff pricing policies. Consolidated rates or single
tariff p1icing is the use of a unified rate stn1cture for 1nultiple \Vater syste1ns that are owned and operated by a 
single utility, but 1nay or n1ay not be contiguous or physically interconnected. The sing.le-tariff pricing structure 
n1ay be used fully or partially in a state. based on costs that are detennineJ on a slate-\vide or intra-slate regional 
basis, thereby 1nudcrating the in1pact of periodic fluctuations in local costs while lowering ad1ninistrative costs 
for our custon1crs. For states that do not ernploy single-tariffs, we rnay have 1nultiplc general rate cases filed at 
any given point in tin1e. Examples of states that have adopted a full or partial single-tariff pricing policy include: 
Pennsylvania. Ne\V Jersey, f\1issouri, West Virginia, Kentucky, InJiana, Illinois and lo\va. Therefore, t)f our 
seven largest states. six have so1ne fonn of single-tariff plicing. Pennsylvania also pcrn1its a blending of water 
and waste\"1ater rate stn1cturcs. \Vhich results in single-tariff pricing an1ong water and \Vastewatcr systems. 

In sotne states, the PUC has imple1ncnted n1echanisms to enhance utility revenue stahility in light of 
conservation initiatives, decreasing per capita consun1ption or other factors. Son1etin1cs referred to as 
.. decoupling,'' these mechanisms, to sonic extent, separate recover:1blc revenues fron1 volumes of \Valer sold. For 
exa1nplc, the state of California has decoupled revenues fro1n \Vatcr sold to help achieve the state initia"tivc to 
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reduce \Vatcr usage by 20% by 2020. This progressive regulation enables utililies to encourage \Vater efficiency, 
as revenues are not tied to sales. Similarly, Ne\V York has i1nplen1ented a surcharge or credit based on the 
difference bet\veen actual net revenues and the revenues allo\ved in the n1ost recent rate order. 

California also has a n1ulti-ycar cost of capital proceeding outside of the general rate case process. This 
proceeding authorizes the utility's capital structure and authorizl!d rates of return, as \Veil as provides an 
auto1natic adjustn1ent n1echanisn1 that triggers an adjustment to the authorized c..·ost of capital if the Moody's 
utility bond index changes beyond certain thresholds on an annual basis. 

Vv'c pursue positive regulatory policies as part of our rate and revenue 111anagcment progratn to enhance our 
ability to provide high quality, sustainable, cost effective service to custon1ers, to facilitate efficient recovery of 
our costs and invesunents, and to ensure positive short-tern1 liquidity and long-tenn profitability for a financially 
stable co1npany \Vhich bcnct1ts our custon1crs, c1nployccs and shareholders. The ability to seek regulatory 
trcallnent as described above docs not guarantee that the state PUCs \Vil! accept our proposal in the context of a 
particular rate case, and these policies \Viii reduce, but not elimino1te, regulatory lag associated \Vith traditional 
rate n1aking processes. However, the Con1pany strives to use these and other regulatory policies to address issues 
of regulatory lag \Vhercvcr appropriate. It is also our strat~gy to expand their use in areas \Vhcrc they 1nay not 
currently apply. 

C'us10111ers 

We have a large and geographically diverse cus101ner base in our Regulated Businesses. An active custo1ner 
is defined as a party \Vilh an active agreement to receive a specific service fron1 a connection to our water or 
\Vastcwater systc111 as of the last business day of each monthly reporting period. Also. as in the case of apaittnent 
cun1plexes, businesses and 1nany homes, mulliple individuals may be served by a single contract. 

Residential customers make up the 1najority of our custon1cr base in all of the states in which \VC operate. ln 
:2014, residential custon1ers accounted for 91.0% of the custo1ners, 59.3o/o of the operating revenues and 
approxi1na1ely 50.4t;C- of the billed \Vater sales of our Regulated Businesses. \Ve also serve con1n1ercial 
customers, such as shops and businesses; industrial custo1ncrs, such as large-scale manufacturing and production 
operations; and public authorities, such as govcrnn1ent buildings and other public sector facilities, including 
schools. \Ve also supply \vatcr to public fire hydrants for firefighting purposes. to private fire custon1ers for use 
in fire suppression systcn1s in office buildings and other facilities, as \Vcll as providing bulk water supplies to 

other water utilities for distribution to their O\VO custon1crs. 

The vast 1najority of our regulated water custo1ners are 111etered, \vhich allov..'s us to n1easure and bill for our 
custon1crs' \Vater consumption, typically on a n1onthly basis. Our wastc\vater custorners arc billed either on a 
fixed charge basis or based on their water consu1nption. 

Jn fiscal year 2014, no single Regulated Businesses customer accounted for 1nore than 107h of our 
consolidated annual operating revenues. 

The follrJ\ving table sets forth the nu1nber of water and wastewater custon1crs (by custo1ner class) for our 
Regulated Businesses as of Dcccn1hcr 31. 2014, 2013, and 2012: 

Dcce111ber 31, 

2014 2013 2012 

\\latt'r \\'astewatt'r \Valer \Vastcwater \Vntcr \Vnstewalcr 

Residential ' ... ' .. '' .. ''.'.' .. '. 2.813,715 117.602 2,813.601 117.584 2,783,354 95,576 
Co1n1nen:ial . ' ..... '.' .... '.' ... 218.314 6.221 219.51 () 6,287 218.988 5,477 
Industrial ....................... 3,793 17 3,822 16 3,894 12 
Public & other '. ' .. ' ... ' ... ' .. '. 59.249 281 58,420 259 50,702 223 

Toca! '.' .... '.'.' ' ......... ' ... 3,095,071 124,121 3,095,353 124,146 3.056,938 101.288 
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Changes in customer gro\vth in our Regulated Businesses is driven by (i) organic population gro\Vth or 
contraction in our authorized service areas; (ii) adding nc\v custo1ncrs to our regulated customer base by 
al:4uiring water and/or \Vastewatcr utility syste1ns; and (iii) the sale of \Valer to other con1munity water systems. 
Gent.'rally, \Ve add custon1crs through tuck-ins of sn1all and 111cdiun1 \Valer and/or wastewater systctns, in close 
geographic proxi1nity to areas \Vhere \VC operate our Regulated Businesses. \Vhich \Ve refer to as "tuck-ins." We 
\Viii continue to acquire \\'alcr and \VastC\Valcr utilities through tuck-ins. The proximity of tuck-in opportunities to 
our regulated footprint allows us to integrate and 1nanagc the acquired systcrns and operations prinuirily using 
our existing 1nanagcn1cnt and to achieve cfficir.~ncies. Historically, pursuing tuck-ins has been a fund:.imcntal part 
of our gro\vlh strategy. \Ve intend to continue to expand our regulated footprint geographically by acquiring 
\Valer and \Vastc\Vatcr systcn1s in our existing 1narkcts and, if appropriate, certain markets in the United States 
where \Ve do not operate our Regulated Businesses. We \Vill also selectively seek larger acquisitions that allo\v us 
to acquire multiple water and \Vastcwa1er utility systen1s in our existing and new tnarkets. Before entering nc\v 
regulated n1arkcts, \Ve \Vill evaluate the regulatory environment to ensure tlu1t \Ve will have the opportunity to 
achieve an appropriate rate of return on our invest1ncnt \Vhilc 1naintaining our high standards for quality, 
reliability and co1npliance \\'ith environn1cntaL health and safety and \Vater quality standards. 

Setl.\'011aUty 

Customer usage of water is affected hy weather conditions. particularly during the sun1n1er. Our \Vater 
systems generally experience higher demand in the sumtncr due t.o the \Varrncr tcmpcruturcs and increased usage 
by custo1ncrs for lawn irrigation and other outdoor uses. Sun1n1cr \Veather that is cooler and/or \Vetter than 
average generally serves to suppress customer water dcn1and and can reduce water operating revenues and 
operating income. Sutnmer weather that is ho!ter and drier than average generally increases operating revenues 
and operating inco1nc. llo\Vcver, \Vhcn weather conditions arc cxtrctncly dry, and even if our water supplies urc 
sufficient to serve our custorners, our systems n1ay he affected by drought-related warnlngs and/or \Vater usage 
restrictions in1posed by govcrnn1ental llgencics, thereby reducing custo1ncr usage an<l operating revenues. These 
restrictions tnay be imposed at a regional or stale level and 111ay alTcct our service areas, regardless of our 
readiness to 1neet unrestricted custo1ncr dc1nands. Other factors affecting our custon1crs' usage of water include 
conservation initiatives, such as the use of n1ore efficient household fixtures and appliances among residential 
consun1crs: declining household sizes in the lfnitcd States; and changes in the cconon1y and credit markets \Vhich 
could have significant impacts on our industrial and con1111ercial custo1ncrs· operational and financial 
perforn1ance. 

Co111pe1itio11 

In our Regulated Businesses, we generally do not face direct con1petition in providing services in our 
existing n1arkcts because (i) \\'C operate \Vithin those markets pursuant to certificates of public convenience and 
necessity (or sin1ilar authorizations) issued by state PUCs; and (ii) the high cost or constructing a ne\v \Valer and 
\Vastc\Vater systcrn in an existing rnarket creates a barrier to n1arket entry. Our Regulated Businesses do face 
con1petition from governn1ental agencies, other investor-o\vned utilities, large industrial customers \Vi th the 
ability to provide their o\vn water supply/treatment process and strategic buyers that arc entering nc\v n1arkcts 
and/or rnaking strategic acquisitions. Our largest invcstor-o\vned con1petitors. \Vhen pursuing acquisitions, based 
on a comparison of operating revenues and population served. arc Aqua A1nerica Inc., United Water (o\vned by 
Suez Environne1nent), A1nerican States \Valer Co. and California Water Services Group. From time to tiine, \VC 
also face cotnpetition fro1n infrastructure funds, n1ulti-utility companies and others, such as Algonquen Po\ver, 
Col ix and others. 

S1qJplit!S 

Our \Vater anJ wastewater operations require an uninterrupted supply or cht:n1icals, energy and fuel, as \Vell 
as n1aintcnance n1ate1ial an<l other critical inputs. Many or these inputs arc subjeL"t to short-te1n1 pticc volatility. 
Short-term price volatility is partially 111itigated through existing procurernent contracts, current supplier 
cnnrinuity plans, the regulatory rate setting process and rate n1echanisrns, 
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Because of our geographic diversity. we niaintain relationships \Vith n1any chen1ical, equip1nent and service 
suppliers in the 1narketplace, and \Ve do not rely on any single entity for a significant an1ount of our supplies. We 
::ilso ernploy a strategic sourcing process intended to ensure reliability in supply an<l Jong-tern1 cost effectiveness. 
As a resull of this process and our strong rt.!lationships with suppliers, \Ve have historically been ablt.! to rnitigate 
intenuptions in the delivery of the products and services that are critical to our operations. 

We typically have a co1nhination of standby power gt!neration or dual electric service feeds at key facilities, 
1nultiple water production facilities, en1ergency interconnections with adjacent water syste1ns and finished \Vater 
storage that keep our operations running in the event of a temporary loss of our pri111ary energy supplies. 

Crn1den1nar;on 

The potential exists that all or portions of our regulated subsidiaries' utility assets could be acquired by 
municipalities or other local govt:rnmt:nt entities through one or more of the follo\ving n1ethods: 

en1inent don1ain (also knov.'n as condemnation); 

the right of purchase given or reserved by a n1unicipality or political subdivision when the original 
certificate of public convenience and necessity \Vas granted; and 

the right of purchase given or reserved under the la\v of the state in \Vhich the utiJity subsidiary was 
incorporated or from which it n.:ccivcd its certificate. 

For exan1ple, conde1nnalion threats have been 1nade over the las! several years \Vith respect to the following 
systc111s: 

Mooresville, ln<liana: The Town of Mooresville (approxi111atcly 3,700 custon1cr connections) filed a 
lawsuit lo conden111 Indiana An1erican's Mooresville operations in August 2012. The Town originally 
offered $6.5 1nillion, \vhilc Indiana-American· s appraisal valued the systcn1 al $24.1 n1i1lion. Follo\ving 
a June/July 2014 trial, the jury dctem1ined the Moorl'.'svillc operations had a value of $20.3 1nillion. As 
a result of the detennination, the To\Vll decided not to pursue the purchase. 

tiv1ontcrcy, California: A citizens group in Monterey, California (approxin1atcly 40.000 customer 
connections) subn1itled enough signatures to have a n1easure added to the June 2014 election ballot 
asking voters to decide \Vhether the local water nianage1nent district should conduct a nine-1nonth 
fcasihility study concerning the potential purchase of the assets of the California American Water's 
Monterey service district. ln the election. the voters rejected the proposed feasibility study; although it 
is possible that sin1ilar initiatives 1nay be pursued in the future. 

The acquisition consideration related to such a transaction initiated by a local government may be 
detcnnincd consistent \Vith applicable c1ninenl don1ain la\V, or n1ay be negotiated or fixed by appraisers as 
prescribed by the la\v of the state or in the particular franchise or charter. \Ve believe our Rcg.ulated Businesses 
would be entitled to fair n1arket value for any assets required to be sold, and \Ve are of the opinion that fair 
111arkct value \vould be in excess of the book value for such assets. For additional inforn1ation, including with 
respect to ongoing condcn1nation efforts, see ·'1ten1 I A-Risk f.'actors-The assets of our Regulated Businesses 
arc subject to condernnation through en1inent do1nain. ·· 

We actively 1nonitor conde1nnation activities that 111ay affect us as soon as \Ve bccornc a\Vare of them. We 
Jo not believe that condemnation poses a material thn:nt to our ability to operate our Regulated Businesses. 

tl1arketwBased Operations 

ln addition to our Rcguluted Businesses, \Ve also provide services to military bases, n1unicipalitics, 
industrial. co1nmercial and resi<lc:ntial cuslon1ers thut are not subject to econo1nic regulation by state PlJCs and 
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do nol require substantial infrastntcturc invesunent through our Markel-Based Operations. For 2014. operating 
revenues for our Market-Based Operations \Vas $354.7 n1illion, or l t.8% of total operating revenues. Jn 2014, no 
single customer accounted for 1nore than I ()<Ji of our consolidated annual operating revenues. 

Our Market-Based Operations include three lines of business: 

l\:filitary Services Group, which enlcn; into 50-ycar contracts \Vilh the Depart1ncnl of Defense for the 
operation and maintenance of the \Vater and \Vaste\vatcr systen1s on certain military bases; 

I-Ion1eo\vner Services Group, \Vhich provides services to don1estic hon1eo\vners and s1naller 
co1n1nercial establishments to protect against the cost of repairing broken or leaking \Vater pipes, 
clogged or blocked sewer pipes inside and outside their accomn1o<lations and intc.:rior electric line 
repairs; and 

ContrJct Operations Group, \Vhich enters into contracts lo operate and 1naintain water and \Vaste\vatcr 
facilities and other related services mainly for 1nunicipalitics and the food and beverage industry. 

ln Noven1ber 2014, we disposl!d of our Class B Biosolids line of business by selling our subsidiary Terratec 
Environn1cnral Ltd ("Tcrnllcc"). \Vhich provided biosoli<ls nianagcment, transport and disposal services to 
nn1nicipal and industrial customers in Ontario, Canada. In accordance with generally accepted accounting 
principles in the United States ("GAAP"), the results of Terratec are presented as discontinued operations and, as 
such, have been excluded from continuing operations and operating segn1cnt results for all pcliods presented. 
Unless other\vise noted, all information in this Forn1 I 0-K is presented on the basis of continuing operations. Sec 
Note 3 of the Consolidated Financial Statcn1c.:nts for additional details on our discontinued operations. 

Military Sen•ices Group 

Our Military Services Group has eleven 50-year contracts with the Dcpartn1ent of Defense for the operation 
and 1naintcnance of the water and \Vastcwatcr systen1s on certain tnilitary bases. All of our contracts with the U.S. 
govcrntncnt may be terminated, in whole or in part, prior to the end of the 50-ycar term for convenience of the 
U.S. govcmn1ent or as a result of default or non-perfonnance by the subsidiary perforn1ing the contract. In either 
event. pursuant to the standard terms of the U.S. govcrn1ncnt contract termination provisions, \Ve would be 
entitled to recover allowable costs that we tnay have incurred under the contract. plus the contract profit 1nargin 
on incurred costs. The contract price for nine of these contracts is subject to redetem1ination two years after 
co1111nencement or operations and eVCI)' three years thereafter. Price redctcnninalion is a contract n1cchanisrn to 
periodically adjust the service fee in the next period to reflect changes in contract obligations and anticipated 
rnarket conditions. T\vo contracts are subject to annual price :idjustments under a n1echanisrn silnilar to price 
rc<letennination, called ·'Econo1nic Price Adjust1ncnt." During the contract tenn. \VC 111'.l)' n1akc lin1ited short
lenn capital invest.n1ents under our contracts \Vi th the l.Jnited States military. 

Ho11u!o1vner Se111ices Group 

Our Ho1neowner Services Group. through our Service Line Protection Program, provides services to 
don1estic hon1cowncrs and s1naller co1n1nc1Tial cstahlishn1cnts to protect against the cost of interior and external 
\Valer and se\vcr line repairs and interior electric line repairs. Our I....int:SavcrTM progran1 involves partnering \vi th 
n1unicipalitics to offer our protection programs to hon1co\Vncrs serviced by the 1nunicipalitics. As of 
Dcccn1hcr 31, 2014, our f-fo1neowncr Services Group has approximately 1.4 rnillion custon1er contracts in 43 
states and the District of Columhia. 

Con1racl Operations Group 

Our Contract Operations Group enters into public/privale partnerships, including O&M. Design. Build and 
Operate (';DBO") and Design, Build, Finance, Operate and f\tlaintain ("DBFOrvt,.J contract;;; for the provision of 
services to 'Nater and \Vaste\vater facililies for 1nunir.:ipalities, the food and beverage industry and other 
custon1ers. We arc party to approxin1ately 70 contracts, varying in size and scope. across the United States and 
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Canada, with contracts ranging in tenns frotn one to 30 years. Hi:->torically, \Ve have n1adc little long-tern1 capital 
invcstn1cnt under these contracts \Vith niunicipalitics and other custon1ers; instead \Ve perform our services for a 
fee. Occasionally \Ve provide our custo1ncrs \Vith financing for capital projects as part of a long-tenn operations 
and 1naintenancc partnership. 

Co111petitio11 

We face competition in our Market-Based Operations from a nu1nber of service providers. including Veolia 
Environne1nent. An1erican States \Vater, OMI and South\vest Water, particularly in the area of O&M contracting. 
Securing new O&M contracts is highly co1npctitivc, as these contracts are a\varded based on a cornbination of 
custo1ncr relationships, service levels, co1npetitivr: pricing. references and technical cxpenisc. We also face 
con1pctition in n1aintaining existing O&M contracts to which \Ve are a party, as the n1unicipal and industrial fixed 
ter1n contracts frequently con1e up for renegotiation and arc subject to an open bidding process. 

Our l-Ion1co\vncr Services Group faces con1pctition outside our existing footprint pri111arily frorn 
Ho1neServe USA and Utility Service Partners, Inc. 

Industry Matters 

Overvie•v 

The United States water and wastc\vatcr industry has l\VO n1ain sectors: (i) utility O\Vncrship, \Vhich involves 
supplying v..1ater and \Vaste\Vater services to consun1ers: and (ii) general services, \Vhich involves providing \Valer 
and \Vastcwater related services to waler and wastc\Vatcr utilities and other custo1ncrs on a contract basis. 

1'hc utility sector includes investor-owned as well as municipal systen1s that arc owned and operated by 
local govern1ncnts or govern1nental subdivisions. The EPA csti1natcs that govcrnn1cnt-o\vned syste1ns account 
for approxin1atcly 84% of all United States cornn1unity \Vater systcn1s and approxi1natcly 98% of all United 
States con11nunity wastewaler systen1s. Investor-owned v..1atcr and waste\vater syste1ns, including a s1nall nun1ber 
of private con1panics and developers, account for the ren1ainder of the United States \\,.ater and \Vastev..1atcr 
systcn1s. Gro\vth of service providers in the invcstor-ownr:d regulated utility sector is achicvi.:d through organic 
gro\vth \Vithin a franchise area, the provision uf bulk water service to other co1n111unity \\later systems and/or 
acquisitions of entire systcn1s, including sn1all and 1ncdium \Vater and wastewater systems that arc in close 
gcogrJphic proximity to already established regulated operations, as well as acquisitions in new service areas. 

According to the EPA, the utility segment of the United States v..1atcr and \Vastcwatcr industry is highly 
fragn1entcd, \Vith approxi1natcly 52,000 cnn11nunity \Vatcr systerns and approxin1atcly 15,000 comrnunity 
wastewater facilities. Over half of the con1n1unity \Valer syste1ns are very s1nall. serving a population of 500 or 
less. 

This large number of relatively s1nall. fragn1ented \Valer systen1s as \Vell as fragmented wastewater facilities 
111ay result in inefficiencies in the n1arketplacc, since such utilities 1nay not have the oper.1ting expertise, Cinancial 
and technological capability nr econornics of scale to provide services or raise capital as efficiently as larger 
utilities. Larger utilities that have greater access to capital are generally 111ore capable of making mandated and 
other necessary infrastructure upgrades to both \Valer and \Vastc\vatcr systcn1s. In addition, \Valer and waste\vatcr 
utilities \Vith large custorner bases, spread across broad geographic regions, niay niore easily absorb the in1pacl of 
significant variations in precipitation and temperatures, such as droughts, cxcessivc rain and t.:ool te111peratures in 
specific areas. Larger utilities generally arc able to spread support services over a larger customer base, thereby 
reducing the costs to serve each custo1ncr. Since 1nany udn1inistrativc and support activities can be efficiently 
centralized to gain econo1nies of scale, companies that participate in industry consolidation have the potential to 
in1provc operating efficiencies, lo\ver costs per unit and in1provc service at the sa1ne time. 

The utility sector is characterized by high barriers to entry, given the capital intensive nnture of the industry. 
The aging water and \Vastc\vatcr infrastructure in the lTnited States is in constant neeJ of n1odernization and 
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replacement. Increased regulations to improve water quality and the management of water and wastewater 
residuals' discharges, which began with passage of the Clean Water Act in 1972 and the Safe Drinking Water 
Act in 1974, have been among the primary drivers of the need for modernization. In 2007, the EPA estimated 
that approximately $390 billion of capital spending would be necessary over the then next 20 years to replace 
aging infrastructure and ensure quality wastewater systems across the United States. The EPA estimated that the 
nation's drinking water utilities need $384 billion in infrastructure investments for thousands of miles of pipe as 
well as thousands of treatment plants storage tanks, and other key assets between 2011 and 2030 to ensure the 
public health, security and economic well-being of our cities, towns and communities. Additionally, in 2013 the 
American Society of Civil Engineers' ("ASCE"), Report Card for America's Infrastructure, gave the water and 
wastewater infrastructure a grade of "D" due to the fact that much of the infrastructure is nearing the end of its 
useful life. The report concluded that there will be an investment gap between now and 2020 of $84 billion for 
drinking water and wastewater infrastructure. 

The following chart sets forth estimated capital expenditure needs from 2011 through 2030 for United States 
water systems: 

Storage 
$39.5 

Note: Numbers may not total due to rounding 

Other 
$4.2 

Total - $384.2 
(dollars in billions) 

Transmission 
and Distribution 

$247.5 

Source: U.S. Environmental Protection Agency's 2011 Drinking Water Infrastructure Needs Survey and 
Assessment 
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For 2015 to 2019, we estimate that Company-funded capital investment will amount to approximately 
$6.0 billion. Of the $6.0 billion, $5.2 billion is anticipated to be utilized to upgrade our infrastructure and 
systems. In addition to these capital expenditures, we are also estimating additional capital investment over the 
five-year period of approximately $0.8 billion for acquisitions and for strategic capital. Strategic investments 
could include opportunities in the unregulated shale arena, or investments related to the water/energy nexus, 
and/or concession agreements or acquisitions. Our total capital plan for 2015 is estimated to be approximately 
$1.2 billion with approximately $1.1 billion allocated to upgrading our infrastructure and systems, including 
infrastructure renewal programs and construction of facilities to meet environmental requirements and new 
customer growth. The remaining $0.1 billion is expected to be spent for acquisitions and strategic investment 
purposes. The charts below set forth our estimated percentage of projected capital expenditures over the period of 
2015 to 2019 for upgrading our infrastructure and systems by asset type and purpose of investment, respectively: 
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Asset Type 

Other 

Wastewater lO% 

Source, 
Treatment and 

Pwnping 
24% 

Communication 
Systems 

4% 

Customer 
13% 

Water and Wastewater Ratea 

Distribution 
47% 

% Projected Capital Expenditures by 
Purpose 

Regulatory 
complianee 

7.0% 

Other 
12.0% 

Asset Renewal 
61.0% 

Water and wastewater rates in the United States are among the lowest for developed countries; and for most 
U.S. consumers, water and wastewater bills make up a relatively small percentage of household expenditures 
compared to other utility services. The following chart sets forth the relative cost of water and other public 
services, including trash and garbage collection and sewer maintenance, in the United States as a percentage of 
total household utility expenditures: 
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* Source: Bureau of Labor Statistics-Consumer Expenditures Survey, 2012 (assumes four person household) 
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E11riro11111ental, Health and Safety and lVater Quality Regulation 

Our water an<l \Vastewater operations. including the scrvit.:cs provided under both our Regulated Businesses 
and Markct-Base<l Operations, arc subject to extensive United States federal, state and local la\VS and regulations, 
and in the case of our Canadian operations, Canadian laws and regulations governing the protection of the 
cnvironn1cnt, health and safety, the quality of the water \Ve deliver to our custon1ers. water allocation rights and 
the n1anncr in \vhich \Ve collect, treat, discharge an<l dispose of wastc\Vatcr. We arc also subjci.:t to certain 
regulations regarding fire protection services in the areas \Ve serve. These regulations include the Safe Drinking 
Water Act, the Clean Water Act and other federal, state, local and Canadian hnvs and regulations gove111ing the 
provision of water and waste\vater services, particularly with respect to the quality uf water we distribute. We 
also are suhjcct to various federal, state, local and Canadian la\vs and rcgulacions governing the storage of 
hazardous 1natcrials, the management and disposal of hazardous and solid \Vaslcs, discharges to air and water, the 
cleanup of contan1inated sites, dun1 safety and other mauers relating to the protection of the environment and 
health and safety. State PUCs also set conditions and standards for the water and \Vaste\vatcr services we deliver. 

Environtnental, health and safety and \Vatcr quality regulations are co1nplex and change frequently. The 
overall trend has been that they have bei.:0111e niorc stringent over tin1e. As newer or stricter standards are 
introduced, our capital and operating costs could increase. We incur substantial costs associated \Vi th co1npliance 
with environmental, health and safety and \Vatcr quality regulation to \Vhich our Regulated Businesses arc 
subject. In the past, we have generally been able to recover costs associated \Vith compliance related to 
environn1ental, health and safety standards, but this recovery is affected by regulatory lag and the corresponding 
uni.:ertainlics su1Tounding rate recovery. 

\Ve n1aintain an appropriate environ1ne111al policy including responsible business practices, con1p1iance \Vith 
cnviron1ncntal la\VS and regulations, effective use of natural resources, and ste\vardship of biodiversity. We 
believe that our operations are rnaterially in i.:ornpliance \Vith, and in 1nany cases surpass, 1ninimun1 standards 
required by applicable environmental la\vs and regulations. Water sa111ples fro1n across our \\later systerns are 
analyzed on a regular basis for co1npliance \Vith regulatory requiren1ents. Across the Con1pany, \\.'C conduct over 
one 1nillion \Valer quality tests each year at our laboratol)' facilities and plant operations, incluJing continuous 
on-line instrun1entations such as n1onitoring turbidity levels, disinfectant n~siduals and adjustn1ents to chc1nical 
treat1nen1 based on changes in incon1ing \Valer. For 2014, we achieved a score of greater than 99% for drinking 
water co1npliancc and according to the EPA statistics, Ameiican Water's perfornu1nce has been far better than 
the industry average over the last seven.ti years. In fact, in 2014, An1erica11 Water was 20 times better than the 
industry average for con1pliance \Vith drinking \\later quality standards (Maxhnu1n Contatninant Levels) and 150 
tiincs better for co1npliance with drinking water 111011itoring and reporting rcquircn1cnts. 

\Ve participate in the Partnership for Safe Water. EPA's voluntary progratn to 1neet n1orc stringent goals for 
reducing 1nicrobial contan1inants. With 68 of our 81 surface \Valer plants receiving the program's ·'Director" 
~nvard, \Vhich recognizes utilities that have con1plctcd a con1prchcnsivc self- asscsstncnt report, created an action 
plan for continuous improvcn1cnt and produces high quality drinking \Vatcr, \Ve account for approxin1ately onc
third of the plants receiving such tl\vards nation\vide. In addition, 63 A111erican Water plants have received the 
"Five-Year Phase III" award. while 59 have been awarded the "Ten-Year Phase Ill" award. Additionally. three 
plants received the inaugural ·'Fifteen-I' car Phase HI'' award, which recognizes plants that have n1ct the Director 
a\Vard status for 15 years. 

Safe /Jri11ki11g Water Act 

The Federal Safe Drinking Water Act and regulations prnn1ulgated thereunder establish national quality 
standards for drinking \Vater. The EPA has issued rules governing the levels of nun1erous naturally uccuning ant.I 
nian-n1ade chetnical and n1icrobial contarninants and radionuclidcs allcnvablc in drinking water and continues to 
propose ne\v rules. These nilcs also prescribe testing rcquire111ents for detecting regulated conta1ninants, the 
treat1nenl syste1ns \Vhich 1nay be used for ren1oving those conta1ninants and other require1nents. Federal and state 
water quality requirements have becon1e increasingly sttingcnt. including increased \Valer testing rcquircn1cnts, 
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to rcflccl public health concerns. To date, the EPA has set standards for approxilnatcly 90 conta1ninants and 
indicators for drinking water. Further, certain of our \Valer systcn1s arc in the process of monitoring for 28 
additional contan1inanls that arc not cutrcntly regulated to help the EPA detern1ine if any of them occur at high 
enough levels lo warrant being regulated. There arc thousands of other chc1nical con1pounds that arc not 
regulated, tnany of \Vhich are lacking a testing 1nethodology, occurrence <lata, health effects inforn1ation and/or 
treatment technology. 

To effect the removal or inactivation of 1nicrobial organisn1s, the EPA has pron1ulgatcd various n1lcs to 
i1nprove the disinfection and filtration of drinking \Vater and lo reduce consun1crs' exposure to disinfectants and 
byproducts of the disinfection process. In January 2006, the EPA promulgated the Long-term 2 Enhanced 
Suli'acc Water Treallncnt Ruic and the S1agc 2 Disinfectants and Disinfection Byproduct Ruic. In October 2006, 
the EPA finaUzed the Ground \Vater Rule, applicable to water systen1s providing water frorn underground 
sources. The EPA also revised the 1nonitoring and reporting requirements of the existing Lead and Copper Ruic 
in 2007 and Congress enacted the Reduction of Lead in Drinking \Vater Act on January 4, 2011 regarding the use 
and introduction into con1n1ercc of lead pipes, plumbing fittings or fixtures, solder and flux. In 2012, the EPA 
finalized revisions lo the Total Coliforn1 Ruic that \Vere part of the tnandatc of a Federal Advisory Co1nmittce 
appointed to negotiate the changes. Most of the anticipated changes to the rule \Viii not be effective until 2016. 
"fhc EPA is actively considering regulations for a number of conta111inants, including, strontiu1n, hcxavalcnt 
chro1niurn, fluoride, nitrosan1ines, perchlorate, son1e phannaceuticals and certain volatile organic con1pounds, 
bul we do not anticipate that any of these regulations \Viii require implctnentation in 2015. On July I, 2014 the 
State of California implemented a standard n1aking the prin1ary drinking \Valer fitandard 10 ug/L for hexavalent 
chron1iurn. We are in con1pliance with this new standard. 

Although it is difficult to project the ultitnate costs of co1nplying with the above or other pending or future 
rcquircn1ents, \VC do not expect cun·cnt rcquiren1ents under the Safe Drinking Water Act to have a n1atcrial 
impact on our operations or financial con<lirion. In aJJition, capital expenditures and operating cos1s to con1ply 
with cnvironn1cntal tnandntcs traditionally have been recognized by PU Cs as appropriate for inclusion in 
establishing rates. As a result, \VC expect to fully recover the operating and capital costs resulting fro1n these 
pending ur future rcquirc1nents. 

l'lean ll'aler Act 

The Federal Clean \Vatcr Act regulates discharges fron1 drinking water and wastc\vater treatn1cnt facilities 
into lakes, rivers, strcan1s and grounLhvater. In addition to requirements applicable to our \Vastc\vatcr collection 
systen1s. our operations require discharge pennits under the National Pollutant Discharge Elin1ination Systen1 
("NPDES") permit program established under the Clean Water Act. Pursuant tn the NPDES program, the EPA or 
i111plcn1cnting states set n1axin1um discharge Iin1its fur \Vastc\vatcr effluents and overflo\VS from \Vastcwatcr 
collection systen1s. We 111aintain the necessaJ)' pennits and approvals for the discharges frotn our water and 
\Vaste\vatcr facilities. Fron1 tin1e to tin1e, discharge violations occur at our facilities, so1ne of \Vhich result in 
fines. We do not expect any such violations or lines to have a 1naterial in1pact on our results of operations or 
financial condition. 

Other Enriro111nental, llealth and Safely and Water Quality Matters 

Our operations also involve the use, storage and disposal of hazardous substances and wastes. Fur cxatnplc, 
our \Vatcr and \Vastc\Vatcr trcatn1ent facilities store anJ use chlorine and other chcinicals \Vhich generate \Vastcs 
that require proper handling and disposal under applic;:1ble environ111ental require1nents. We also could int:ur 
re1ncdial costs in connection with any contan1ination relating to our operations or facilities or our off-site 
disposal of \Vastes. Allhough we arc not aware of any nlatcrial cleanup or deconta1nination obligations, the 
<liscovc1)' of contan1ination or the imposition of such obligations in the future could result in additional costs. 
Our facilities and operations also are subject to requirements under the United Slates Oct:upational Safety and 
Health Act and arc subject to inspections thereunder. For further infonnation, see "'Business-Research and 
Dcvelop111cnt." 
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Certain of our subsidiaries are involved in pending legal proceedings relating to environ1nental 1natters. 
These proceedings are described further in the section entitled ''Item 3-Legal Proceedings." 

Research and Dcvclop111cnt 

We cs!ablishcd a fonnal research and <levclop111ent progran1 in 1981 \Vith the goal of in1proving watl!r 
quality and operational effectiveness in all areas of our business. Our research and dcvclop1nen1 personnel arc 
located in New Jersey. In addition, our quality control and testing laboratory in Belleville, Illinois supports 
research through testing and analysis. 

Since the fonnation of the EPA in 1970, \VC have collaborated \Vith the agency to achieve effective 
cnviron1nental, health and safety and \Vatcr quality regulation. This relationship has developed to include sharing 
of our research and national \Valer quality monitoring data in addition to our trcatmcnl and distribution systcn1 
opti1nization research. Our cngagc1ncnt \\.'ith the EPA has helped us to achieve a leadership position for our 
co1npany within lhc water and \\.'aste\valer industry and has provided us \vi th early insight into en1erging 
regulatory issues and initiatives, !hereby allo\ving us to anticipate and ro accon1n1odate our future co1npliance 
requirements. 

Approxitnately one-quarter of our research budget is funded by con1petitively a\varded outside research 
grants. Such grants reduce the cost of research and ~1llo\V collaboration \Vith leading national and international 
researchers. In 2014, we spent $3.6 tnillion, including S0.8 n1illion funded by research grants. Spending, net of 
research grant funding, amounted to $2.9111illion and $2.8 n1illion in 2013 and 2012, respectively. 

V..'c believe that continued research and dcvclopn1ent activities arc critical for providing quality and reliable 
service at reasonable rates, and n1aint;iining our leadership position in the industry, which provides us with il 
competitive advantage as \Ve seek additional business \Vilh new and existing custon1crs. 

Support Services 

Our An1erican Water Works Service Con1pany subsidiary provides shared services and corporate 
governance for our operating subsidiaries that gain econornies of scale through central adn1inistration. These 
services are provided predo1ninan1ly to our Regui<lled Businesses under the tenns of contracts \Vith these 
cornpanics that have been approved by state PUCs. \\'here necessary. These services, \Vhich are provided at cost, 
n1ay include accounting, ad1ninis1ration. business developn1ent, conununications, corporate adn1inistrati\·e, 
education and training. engineering. financial, heallh and safety, hu111an resources, infon11ation systems, internal 
audit. investor relations. legal. operations, procuren1enl, rates support, security, risk n1anage1nent. water quality 
and research and <levelopn1ent. These arrangcn1ents afford our operating co1npanies professional and technical 
talent on an econotnical and ti111ely basis. We also operate 1\\.'0 national customer service centers. \Vhich are 
located in Alton, Illinois and Pensacola, Florida, that provide custo1ner relations, operations and field service 
support. 

Our scculity dcparunent provides oversight and governance of physical and inforn1ation security throughout 
our operations and is rc.sponsiblc for designing, in1plc1ncnting. nionitoring and supporting active and effective 
physical and inforn1ation security controls. We have con1plied \Vith EPA regulations concerning vulnerability 
assess111ents and have n1ade filings to the EPA as required. Vulnerability assesstncnts are conducted periodic;11ly 
to evaluate the effectiveness of existing security controls and serve as the basis for further capital invcstn1cnt in 
security for the facility. Information security controls arc deployed or integrated to prevent unauthorized access 
to con1pany inforn1ation sys1en1s, assure the continuity of business processes dependent upon automation, ensure 
the integrity of our data and support regulatory and legislative compliance rcquire1nents. \Vhile \VC do not n1akc 
public con1n1cnts on the details of our security progra1ns, \Ve arc in contact with federal, state and local law 
cnforccn1cnt agencies to coordinate and improve the security of our \vatcr delivery systc1ns and to safeguard our 
\Valer supply. 
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Employee Matters 

Approxin1atcly 50'k of our \Vorkforce is represented by unions. We have 75 collective bargaining 
agrccn1cnts in place \Vilh 17 different unions representing our unionized c1nployccs. \Ve have t\Vo union contracts 
beyond expiration that affect approxi111atcly 50 crnployccs, all of which arc actively \\1orking under the old 
agreements. During 2015, 24 of our local union contracts \Viii expire. 

On October 13, 2014, we entered into a scttlen1cnt agrccn1enl with the Utility Workers Union of America 
("UWUA'") designed to resolve a dispute bet\Vccn our co1npany and the labor unions representing en1ployccs in 
the Regulated Businesses (''the Unions"). Atnong other things, the settlement agreement providl!s for a nt.:\V 

2014-2018 National Benefits Agreement that will be in effect generally until July 31, 2018. In addition, \Ve 

agreed to 1nake a S 10.0 million lun1p-surn payment, to be distributed in accordance \Vi th procedures set forth in 
the settlen1ent agreement an1ong eligible employees represented by the Unions and affected by iinplc111entation of 
our last, best and final offer. "fhc majorily of the distributions arc expected lo be used to rcin1bursc cn1ployccs for 
n1edical claims, \Vhich were incurred during the relevant period and \'>1ill be funded by the Group Insurance Plan 
for A1nerican Water Works Company, Inc. and Its Designated Subsidiaries and Affiliates - Active Employees 
VEBA (the "VEBA Trust"), to \Vhich \VC previously have made contributions. 

The Unions approved the settle1nent agrce1ncnt on October 30, 2014. and the National Labor Relations 
Board (the "NLRB") approved the settlement agreement on October 31. 2014. The NLRB, UWUA and the 
Co1npany filed a joint stipulation to dis111iss the petition for review. The Seventh Circuit voluntarily disn1issed all 
the parties' appeals on Decemher 16, 2014. The NLRB will dismiss the unfair labor practice charge pending on 
the national benefits dispute when \Ve have con1plh~d \Vith the scttle1ncnt agrec1ncnt. 

A vailahlc Information 

We arc subject to the rcpo11ing rcquirc1ncnts of the Exchange Act, as amended. We file or furnish annual, 
quarterly and current reports. proxy slalen1ents and other infonnatinn \Vith the lfnited States Securities and 
Exchange Commission ("SEC"). You 111ay obtain a copy of any of these reports. free of charge, fron1 the Investor 
Relations section of our \VCbsitc, hitfJ:l/11'1Fiv.annvatcr.co1n, shortly after we file or furnish the information to the 
SEC. Inforn1ation contained on our \Vcbsitc shall not bl! dec1nc<l incorporated into, or to be a part of, this report. 

You nu1y also obtain a copy of any of these reports directly fro111 thc SEC. You 1nay read and copy any 
ntatcrial \VC file or furnish \Vi th the SEC at their Puhlic Reference Room, located at 100 F Street N.E .. 
\\1ashington, D.C. 20549. The phone number for information about the operation of the Public Reference Roun1 
is 1-800-732-0330 (if you are calling from within the United States), or 202-551-8090. Because we electronically 
file our reports. you may also obtain this inforn1arion front the SEC internet \vchsire at http://1vl11lv .. vec.xov. You 
can obtain additional contact infonnation for the SEC on their website. 

The A1nerican \Vater coq1oratc goven1ance guidelines and the cha11ers for each of the standing co1nrnittecs 
of the hoard of directors, together \Vi th the A1ncrican \Vatcr Code of Ethics and additional information regarding 
our co11Jorate governance, arc available on our website. http://11'H'H'.a11npatcr.co111, and \viii be n1ade available, 
\Vithout charge. in print to any shareholder \Vho requests such documents frorn Investor Relations Dcpartn1ent, 
American Water Works Company, Inc., 1025 Laurel Oak Road. Voorhees. NJ, 08043. 

ITEM IA. RISK FACTORS 

We operate in a n1arket and regulatory environn1ent that involves significanl risks, many of \Vhich are 
beyond our control. In addition to the other inforn1ation included or incorporated by reference in this Fonn I 0-K, 
the follo\ving factors should be considered in evaluating our business and future prospects. Any of the roJio,ving 
risks. either alone or taken together. could n1atcrially and adversely affect our business, financial position, resulls 
of operations or cash Oo\vs and liquidity. 
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Risks Related to Our Industry and Business 

Our utility operations are subject to extensi11e econo111ic regulation. Decisions by state PUCs and other 
regulatory agencies can significantly affect our business and results of operations. 

Our Regulated Businesses provide water and \Vaste\\'ater services to our custotners through subsidiaries thal 
arc economically regulated by slate PlTCs. Econon1ic regulation affects the rates \Ve charge our customers and 
has a significant irnpact on uur business and results of operations. Generally, the state PUCs authorize us lo 

charge rates thut they detennine are sufficient to recover our prudently incurred operating expenses, including, 
hut not limited to, operating and tnaintenancc costs, d!!prcciation. financing costs and taxes and provide us the.: 
opportunity lo earn an appropriate n1tc of return on our invested capital. 

Our ability to successfully in1plement our business plan and strategy depends on the rates aulhorized by the 
various stale PU Cs. We periodically file rate increase applications \Vi th state PUCs. The ensuing adrninistrativc 
process may he lengthy and costly. Our rate increase requests may nor be approved, and any approval 1nay nor he 
given in a timely 1nanner. l\1oreover, a PUC may not approve a rate request to an extent that is sufficient to cover 
our expenses, including purchased \Valer and costs of chcn1icals, fuel and other con1n1odities used in our 
operations; cnahle us to recover our investment; and provide us \Vith an opportunity to earn an appropriate rate of 
return on our investn1cnt, in \Vhich case our business, financial condition, results of operations. cash flo\VS and 
liquidity may be adversely affected. Even if rates are sufficient, \Ve face the risk that \\!C \Viii not achieve the rates 
of return on our invested capital to the extent pcnnittcd by state PU Cs. This could occur if certain condirions 
exist, including but not li111ited to. if v .. 'ater usage is less than anticipated in establishing rates, as billings to 
customers arc, to a considerable: extent, based on usage in addition to a base rate, or if our investments or 
expenses prove to be higher than was estin1ated in establishing rates. 

Our operations and the quality of water 1ve supply are subject to extensive e1n1iron111e11tal, u•aler quality and 
ltealtlt and safely lau1s and regulations. Co111plia11ce with increasingly stringent la1vs and regulations could 
i111pacl our operating costsi and ,1iolatio11s of such laws and regulations could sullject us lo subslautial 
liabilities and costs. 

()ur \Valer and V.'astewater operations are suhject to extensive federal, state and local laws and regulations 
and, in the case of our Canadian operations, Canadian laws and regulations that govern the protection of the 
environn1ent, health and safety, the quality of the \vater we deliver to our custon1crs, \Valer allocation rights, anti 
the nu1nner in \Vhich we collect, treat, discharge and dispose of wastewater. These requirements include the Clean 
\Valer 1\ct of 1972, which \Ve refer to as the Clean Water Act, and the Safe Drinking Water Act of 1974. \vhich 
we refer to as the Safe Drinking Water Act, and similar state and Canadian h1\Vs and regulations. \Ve are also 
required to obtain various environn1ental pem1its from regulatory agencies for our operations. 

In addition, state PUCs also si.::t conditions and standards for the \Valer and wash:.\vater services \Ve deliver. If 
\Ve deliver \Vater or \Vastc\Vater services to our custon1ers that <lo not con1ply \Vilh regulatory standards. or 
other\Visc.: violate environ1nental hnvs, regulations or permits, or other health and safl!ty and water quaJily 
regulations, \Ve could incur substantial fines, penallies or other sanctions or costs, as \Veil as da111age lo our 
reputation. In the 1nost serious cases. regulators could reduce requested rate increases or force us to discontinue 
operations and sell our operating assets to another utility or to a municipality. Given the.: nnluri.: of our business 
\Vhich, in pnrt, involves supplying \Valer for hutnan consumption, any potential non-co1npliance \Vilh, or viola1ion 
of, cnvironn1cntal, \Valer quality and health and safety la\VS or regulations \Voul<l likcly pose a n1orc significant 
risk to us than to a con1pany not si111ilarly involved in the \\'ater and \Vaste\vater industry. 

V/e incur substantial operating and capital costs on an ongoing basis to comply with environmental, \Valer 
quality and health and safecy la\vs and regulations. These la\VS and regulations, and their cnforce1nent, generally 
have becon1e 1nore suingent over ti1ne, and ne\v or stricter require111ents could increase our costs. Although we 
n1ay seek to recover ongoing cornpliance costs in our rates, there can be no guarantee that the various state PUCs 
or si1nilar regulatory bodies that govern our Regulated Businesses \vould approve rate increases that \Vould 
cnahlc us to recover such costs or that such costs \Viii not 1nalerially and adversely affect our financial condition, 
results of operations, cash tlo\vs and liquidity. 
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We 1nay also incur liabilities if. under environmental laws and regulations, we arc required to investigate 
and clean up environmental contan1i11ation at our properties, including potential spills of hazardous chen1icals, 
such as chlorine, \vhich \Ve use to treat water, or at off-site locations where \Ve have disposed of \Vaste or caused 
an adverse cnviron111cntal in1pact. The discovery of previously unknown conditions, or the in1position of cleanup 
obligations in the future, could result in significant costs and could adversely affect our financial condition. 
results of operations, cash tlo\VS and liquidity. Such ren1cdiation costs nlay not be covered by insurance and 1nay 
1nakc it difficult for us to secure insurance at acceptable rates in the future. 

Li111itations oil a1•ailability ofn1ater supplies or restrictions Oil our use ofll'ater supplies as a result of 
govern111ent regulation or actio11111ay ad~·ersely affect our access to sources of n•ater, our ability to supply 
·water to custo111ers or tile de1na11d for our water services. 

Our ability lo n1cct the existing and future dc1nan<l of our customers depends on tl1c availability of an 
adequate supply of \Vatcr. As a general 1ulc, sources of public \Vatcr supply, including rivers, lakes, strcan1s and 
groundwnter aquifers, are held in the public trust and are not owned by private interests. As a result, \Ve typicnlly 
do not o\vn the \Vater that we use in our operations, and the availability of our \Vater supply is established through 
allocation rights (dctcrn1incd by legislation or court decisions) and passing-llo\v rcquirc111cnts set by 
govcrnn1ental entities. Passing-flow requiren1ents set minin1un1 volurncs of \Vater that 111ust pass through 
specified water sources, such as rivers and streams, in order ro maintain environmental habitats and meet \vater 
allocation rights of downstream users. Allocation rights arc in1poscd to ensure sustainability of nlajor \Valer 
sources and passing-flo\\r rcquirc1ncnts arc 1nost often in1poscd on source waters fron1 smaller rivers, lakes and 
strean1s. These requirernents. \Vhich can change fron1 tin1e to tin1e. 111ay adversely in1pact our \Valer supply. 
Supply issues, such as drought, ovcn1sc of sources of \Vatcr, the protection of threatened species or habitats, or 
other factors niay li111it the availability of ground and surface \Valer. For .:xarnplc, in our Montcrcy County, 
California operations, \Ve are seeking to aug1ncnt our sources of \Valer supply, principally to con1ply \\1ith an 
October 20, 2009 cease and desist order or the Califon1ia State Water Resources Control Board (the '·2009 
Order'') that our subsidiary, Califomia-A1ncrican \Vatcr Co111pany ("Cal Ant''), significantly decrease its 
diversions fron1 the Carn1cl River in accordance \Vith a reduction schedule running through Decetnbcr 31, 2016 
(the "2016 Deadline''). V1/c arc also required to augn1ent our Monterey County sources of \Vater supply lo comply 
wilh the requiretnents of the Endangered Species Act. We cannot predict \Vhclher Cal A1n \viii be able to secure 
alternative sources of water, or if Cal An1 \Viii be exposed to liabilities if it is unable to n1eel the 2016 Deadline 
under the 2009 Order. If Cal An1 or any of our other subsidiaries are unable to secure an alternative source of 
\\1atcr, or if' other adverse consequences result fro1n the events described above, our business, financial condition, 
results of operations and cash tlo\VS could be adversely affected. See Part f, II em 3, "Legal Proceedings" in this 
report that includes :1dditional infonn.ation regarding the Cal An1 matter. 

Service disruptions t'aused by severe 1i•eatller conditions or natural disasters 111ay disrupt our operations and 
econon1ic co11ditio11s n1ay retluce the de111a11d for water ser11ices, either of which could ad11erse/y affect our 
fi11a11cial condition a11d results o,f operations. 

Service interruptions due to severe \Veather events are possible across all our service areas. These include 
winter stonus and freezing conditions, high \Vind conditions, hun·icanes, tornados, earthquakes, landslides coastal 
and intcrcoastal floods or high \Vater conditions. including those in or near designated flood plains, and severe 
electrical storn1s. \Veather events such as these may affect the condition or operability of our facilities. limiting 
or preventing us fron1 delivering v.1atcr or \Vaste\vater services to our custotncrs, or requiring us 10 niake 
substantial capital expenditures lo repair any datnage. fn Octoher 2012, our east coast subsidiaries \Vere affected 
hy Hun·icane Sandy. The most significant in1pact to our husiness was caused hy the widespread po\Ver outages 
caused by the s1orn1's heavy \Vinds, rain and sno\V. In addition, adverse econon1ic conditions can cause our 
custo1ners, particularly industrial customers, to curtail operations, A curtailn1ent of operations hy an industrial 
custotner \Vould typically rcsull in reduced \Vnter usage. In more severe circun1stances, the decline in usage could 
be pcnnancnt. Any decrease in dcn1and rl!sulting fron1 difficult econon1ic conditions could adversely affect our 
financial condition and results of operations. 
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Government restrictions on \Vatcr use 1nay also result in decreased use of water services, even if our water 
supplies arc sufficient to serve our customers, \Vhich 1nay adversely affect our financial condition and results of 
operations. Seasonal drought conditions that would impact our \Vater services arc possible ncross all of our 
scrvici.: an.;as. If a regional drought were to occur, govcrnn1cnlal n:striclions n1ay be in1poscd on all systcn1s 
within a region independent of the supply adequacy of any individual syste1n. For exan1ple, as a result of the 
reduced rain fall and overall dry conditions throughout the state of California, Cal An1 has been closc.:ly 
1nonitoring its O\Vncd and purchased water supplies. On January 17, 2014, the Governor ofCalifo1nia issued a 
drought declaration asking Californians to reduce their \Vater use hy 20<7c. On April 25, 2014, the Governor 
issut::d an Executive Order addressing the drought and on July 15, 2014 tht:: State \Valer Resources Control Board 
approved 1nandatory stalc\vi<le water restrictions. The CPUC issued a resolution requiring Cal An1 and ail other 
reguluted \Vater providers to abide by the State Water Resources Control Board restrictions and rcquirerncnts. 
\Vhile expenses incun·ed in iinplen1enting water conservation and rationing plans in Cal Am's districts arc 
generally n:covcrable provided the CPUC determines they \Vere reasonable, Cal Arn cannot assure that such 
expenses \Viii, in fact, be fully recovered. Moreover, reductions in water consu1nption, including those resulting 
from installation of equip1ncnt or changed consumer behavior, may persist even after drought restrictions are 
repealed and the drought has ended, \Vhich could adversely affect our business, financial condition, results of 
operations and cash flows. 

Sotne scientific cxpcns arc predicting a \Vorscning of weather volatility in the future. Changing severe 
weather patterns could require additional expenditures to reduce the risk associated \vith any increasing stonn, 
flood and drought occurrences. The issue of clin1atc chungc is receiving increased attention V.'orld\\1ide. Many 
clin1ale change predictions. if true, present several potential challenges to water and \Vastewater utilities. such as: 
increased frequency and duration of droughts, increased precipitation and flooding. potential degradation of 
water quality, and changes in di:n1and for services. Because of the uncertainty of \Vcathcr volatility related to 
cli111atc change. \Ve cannot predict its potential iinpact on our business, financial condition, or results of 
operations. 

Regulatory anti e11viron1ne11tal risks associatetl 1vilh the collection, treat111ent and disposal o.fwasteu•ater 111ay 
ilnpose significant costs. 

ThL" \Vastewater collection, treatrncnt and disposal operations of our subsidiaries arc subject to substantial 
regulation and involve significant environn1ental risks. ]f collection, treatn1cnt or disposal systen1s rail, overflo\v. 
or do not operate properly, untreated wastc\Vater or other contan1inants could spill onto nearby properties or into 
nearby strean1s and rivers, causing d;.1mage to persons or property, injury to aquatic lifC and econon1ic damages. 
This risk is 1nost acute during periods or substantial rainfall or flooding, \Vhich are the niain causes of se\ver 
ovcrllo\v and systen1 raHure. Liabilities resulting fron1 such dan1age could adversely and niatcrially affect our 
bu.sine.ss, results of' operations and financial condition. Nloreo\'er, if \Ve are deen1ed liable for any damnge caused 
by uverllo\V or disposal operations, our losses might not be covered by insuranL'.c, and such losses 1nay 1nake it 
difficult for us to secure insurance at acceptable rates in rhe future. 

The current regulatory rate setting structure 111ay result in a significant delay, or "regulatory lag." fro111 the 
ti111e that ll'e i111•est in infrastructure in1proven1e11ts, incur increased operatiflg expenses or experience 
declining u•ater usage, lo the tin1e at u•lticlt we can address these e1•e11t.\· through the rate case application 
process; our inability to n1i11in1ize regulatory lag could adversely affect our business. 

There is typically a delay. or regulatory lag, between the titne one of our regulated subsidiaries 1nakcs a 
capital invesunent or incurs an operating expense increase and the tin1c when those costs arc reflected in rates. In 
addition, billings permitted by state PUCs typically arc. to a considerable extent, based on the volun1c of V.laler 
usage in addition to a 111inin1un1 base rate. l~hus, we may experience a regulatory lag hel\veen the tin1e our 
revenues arc affected hy declining usage and the time \Ve arc able to adjust the nlte per gallon of usage to address 
declining usage. Our inability to reduce this regulatory lug could have an advcr.si: effect on our financial 
condition, results of operations, ca.sh llo\vs and liquidity. 
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We endeavor to reduce regulatory Jag by pursuing positive regulatory policies. For cxa1nplc, seven state 
PUCs pcrn1it rates to be adjus1ed outside of the rate case application process through surcharges that address 
certain capital i11Yestments, such as replace1nenl of aging infrastructure. These surcharges arc adjusted 
periodically based on factors such as project con1pletion or future budgeted expenditures, and specific surcharges 
are elitninated once the related capital investrnent is incorporated in nc\V PUC approved rates. Other exa111ples of 
such progran1s include states that allo\v us to increase rates for certain co:>t increases that are beyond our control. 
such as purchased \Valer costs or propc11y or other taxes, or po\Ver, conservation, chemical or other expenditures. 
These surcharge 1nechanisn1s enable us to adjust rates in less lin1c after costs have been incurred than would be 
the case under the rate case application process. \Vhile these progra1ns have been a positive development and \Ve 
continue to seek expansion of progra111s to 1nitigatc regulato1y lag, sorne stale PUCs have not approved such 
progra111s. The PUC rnay not adopt any surcharge prognuns and existing progran1s n1ay not continue in their 
cu1Tcnt fonn, or at all. Furthermore, no state has adopted surcharge progra1ns that include all elcn1ents of cost 
that may change bet\vecn general rate proceedings. Although we intend to continue our efforts tu expand state 
PUC approval of surcharges to address issues of regulatory lag, our efforts nuty not be successful, in \Vhich case 
our business, financial condition, results of operations, cash flov..'s and liquidity 1nay he adversely affected. 

Our Regulated Businesses require significant capital expenditures and 111ay suffer if1vefail to secure 
appropriate funding to 1nake i11l'est111e11ts, or ij. we experience delays in cou1pleti11g nzajor capital expenditure 
prlljet·ts. 

The \Valer and \Vaste\Vater utility business is capital intensive. \Ve invest significant atnounts of capital to 
add, replace anti 1naintain property, plant and equipn1ent. In 2014. \Ve invested $1.0 billion in nel Con1pany
fundcd capital improvements. The level of capital expenditures necessary to 1naintain the integrity of our systems 
could increase in the future. We fund capital in1proverncnt projecls using cash generated fron1 operations, 
bon·u\vings under our revolving credit facility and cun1n1ercial paper progra1ns and issuances of long-lern1 debt 
and equity securities. We 111ay not be able lo access the debt and equity capital tnarkets. when necessary or 
desirable to fund capital in1proven1cnts on favorable terms or at all. 

In addition, \Ve could be lin1itcd in our ability to both pursue gnn.vth and pay dividends in accordance \Vith 
our dividend policy. In order lo fund construction expenditures, acquisitions. principal and interest pay1ncnts on 
our indebtedness, and dividends at the level currently anticipated under our dividend policy, we expect that we 
\Viii need additional financing. \\7e expect cash fron1 operating activities, after the distribution of dividends, to 
fund a portion of our capital expenditures. 

The ability lo obtain financing at reasonable rates is contingent upon our credit ratings and general n1arket 
conditions. If we do not obtain sufficient 11nancing, we could be unable to 111aintain our existing property. plant 
and equiptnent, fund our capital investinent strategies, n1eet our grn\vth targets and expand our rate base 10 

en.able us to earn satisfactory future retun1s on our invest1nents. Even \Vith adequate financial resources to n1akc 
required capital cxpcndilurcs, we face the additional risk that \Ve \Vil! not co111plcte our major capital projects on 
tilne, as a result of construction delays, pern1itting delays. environn1ental restrictions, or other obstacles. Each of 
these outcon1cs could adversely affect our financiul condition and results of operations. 

lVeather co11tlitio11s could adl1ersely affect den1a11dfor our water servit•e and our revenues. 

Dc111and for our water during the \Vanner n1onlhs is generally greater than during cooler 1nonths due 
prirnarily to increased water usage for irrigation systerns, S\Vim111ing pools. cooling systcn1s and other 
applications. Throughout the year, and particularly during typically \V<irn1cr rnonths, dcn1and tends to vary with 
tcrnperaturc. rainfall lt!vcls and rainfall frequency. In the event that tcn1pcn1tures during the typically warmer 
nionths arc cooler than norn1al, or if there is 1nore rainfall than norn1al, the dcn1and for our \Vater n1ay decrease 
and adversely affect our revenues. 
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Market conditions niay 1111/avorably i111pact tlte J•alue of benefit plan assets and liabilities, as well as 
assu111ptions related to the bene.fit plans, 111/iiclr 111ay require 11s to provide significant adtlitio11al funding. 

1'he perfonnance of the capital markets affects the values of the assets that arc held in trust to satisfy 
signifiL:ant future obligations under our pension and postretire1nent benefit plans. The value of these assets is 
subject to market fluctuations, \Vhich 1nay cause investn1ent returns to fall belo\v our projected return rates. A 
decline in the n1arket value of the pension and postretiren1e11t benefit plan assets can increase the funding 
rcquircn1cnts under our pension and postrctircn1cnt bcn1.::fit plans. Additionally, our pension and postrctircn1cnt 
benefit plan liabilities arc sensitive to changes in interest rates. If interest rates decrease, our liabilities would 
increase, potentially increasing henelit expense and funding rt!quiren1ents. Further, changes in de1nographics, 
such as increases in life expectancy assumptions nuty also incrcnsc our funding rcquirernents. Future increases in 
pension and other postretin.:111cnt costs as a result of reduced plan assets n1ay not be fully rccovcrablc in rates, in 
which case our results of operations and financial position could be negatively affected. 

In addition, n1arket factors can affect assumptions \Ve use in determining funding requircn1cnts \vith respect 
to our pension and postretircn1ent plans. For cxan1plc, a relatively 1nodest change in our assu1nptions regarding 
discount rates can matcrially affect our calculation of funding requirements. To the extent that market data 
co1npcls us lo reduce the discount rate used in our assun1ptions, our benefit obligations could he 1natcrially 
increased. \Vhich could adversely affect our financial position and results of operations. 

Our indebtedness could affect our business adverse(v and lil11it our ability to plan for or respond to changes in 
our business, and we n1ay be unable to generate sufficient cash flows lo satis/J' our liquidity needs. 

As of December 31, 2014, our indebtedness (including prefen·ed stock \Vith n1andatory reden1ption 
requirements) \Vas $6 billion, and our working capilal (defined as cun·cnt assets less current liabilities) \Vas in a 
deficit position. Our indebtedness could have i111portanl consequences, including: 

limiting our ability to obtain additional financing to fund future working capital requirc1ncnts or capital 
expenditures; 

exposing us to interest rate risk \Vith respect to the portion of our indebtedness that hears interest at 
variable rates; 

li1niting our ability to pay dividends on our ctnnmon stock or nlakc payn1ents in connection \Vith our 
other obligations; 

i1npairing our access to the capital markets for dcht and equity; 

likely requiring that an increasing portion of our cash tlo\vs from operations be dedicated to the 
payn1ent of the principal and interest on our <lebt, lhereby reducing funds available for fulure 
operations, dividends on our comn1on stock or capital expenditures; 

lin1iting our ability to take advantage of significanl business opportunities, such as acquisition 
opportunities, and to react to changes in market or industry conditions; and 

placing us at a competitive disadvantage compared to those of our cornpctitors that have less debt. 

In order to 111eel our capital expenditure needs, \VC 111ay be required to n1ake addilional borro\vings under our 
revolving credit facility or issue nc\v debt securities, IVloreovcr, additional borro\vings may be required to 
refinance outstanding indebtedness. Debt 111aturities and sinking fund pay111cnls in 2015. 20 I 6 and 2017 are 
$61.1 111illion, $53.4 inillion and $572.8 million, respectively. We can provide no assurance that \Ve \Vill be able 
to access the debt capital 1narkets on favorable tenns, if at all. J'\;foreover, if ne\V deht is added to our current debt 
levels. the relate<l 1isks \Ve OO\V face could intensify, li111iting our ability to refinance existing debt on favorable 
tenns. 

We will depend prirnarily on operations 10 fund our expenses and to pay the principal and interest on our 
outstanding debt. 1~hercfore, our ability to pay our expenses and satisfy our debt service obligations depends on 
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our future perfom1ance. which will be affected by financial, business, econon1ic, con1pctitive, legislative, 
regulatory and other factors largely beyond our control. If \\.'e do not have sufficient cash flo\VS to pay the 
principal and in!crest on our outstanding debt, \Ve may be required to refinance all or part of our existing debt, 
sell assets, bo1TO\V additional funds or sell additional equity. In addition, if our business does not gcni.:rati.: 
sufficient cash flo\vs fron1 operations, or if \Ve are unable to incur indebtedness sufficient to enable us to fund our 
liquidily needs. \Ve niay be unable to plan for or respond to changes in our business, \Vhich could cause our 
operating results and prospects to be affected adversely. 

Contaniination of our sources of tt•ater l:ould result in serrice interruptions and exposure to substances not 
typically found in potable u1ater supplies, and su/~ject our subsidiaries to reduction in usage, goi'ernnicntal 
e11/orce1ne11t actions, private litigatio11 and responsive obligations. 

The water supplies lhat flow into our lrculmenl plants and arc then delivered into our distribution syslc1n arc 
subject to conta1nination, including conta1nination fron1 naturally-occurring con1pounds, chemicals in 
ground\Vater systen1s, pollution resulting fron1 1nan-1nade sources, such as perchlorate and methyl tertiary butyl 
ether, and possible terrorist artacks. If one of our \\'ater supplies is contaminated, depending on the nalurc of 1hc 
contan1ination, \VC n1ay have lo take responsive actions tha! could include (I) continuing limited use of the \Valer 
supply under a "Do Not lJse" protective order that enables continuation of basic sanitation and essential fire 
protection, or (2) interrupting the use of that \Vater supply and locating an adequate supply of water from another 
\Valer source, including, in son1c cases. through the purchase of \Valer fro111 a third-party supplier. If service is 
dis1uptcd and \Ve arc unable to access a substitute \Valer supply in a cost-effective n1anner, our financial 
condition, results of open1tions. cash llo\VS, liquidity and reputation niay be adversely affected. In addi!ion, \Ve 
may incur significant costs in order to treat the contaminated source through expansion of our current treatment 
facilities, or dcvclop1nent of nc\V treatn1cnt rnethods. \Ve. n1ight not be able to recover costs associated \Vith 
treating or deconta1ninating \Valer supplies through rates, or recovery of these costs n1ay not occur in a tilnely 
111anncr. Moreover, we could be subject to clain1s for <la1nagcs arising fron1 govem111cnt cnforccn1cnl actions or 
toxic tort or other la\vsuits arising out of interruption of service or human exposure to hazardous substances in 
our drinking water supplies. 

ln this regard, on January 9, 2014, a chen1ical storage tank owned by Freedotn Industries, Jnc. leaked two 
substances used for processing coal into the Elk River near the WVA \VC treatrnent plant intake in Charleston, 
\Vest Virginia. 

WV A WC has and rnay continue to incur significant costs in responding to this incident and may not be able 
to recover such costs through rates or fron1 insurers. Even if recovery is possible. it nu1y not occur in a ti1nely 
n1anner. Gove111n1ent investigations relating to the Freedon1 Industries spill have been initiated, state laws have 
been enacted, state and federal legislatures are considering changes to existing la\vs or rules associa1ed \vith ne\v 
la\VS, and 58 hnvsuits have been filed to d<1te against WV A WC and, in a fe\v cases, against us or another of our 
affiliates. While the Company and WVA WC believe that WV AWC has responded appropriately to, and has no 
responsibility for, the Freedon1 Indus1ries spill, and the Cornpany and WV A WC believe they and other Con1pany 
affiliates have valid, n1critorious defenses to the Ja\vsuits, \VVA WC will incur defense costs that nlay not he 
recoverable. Moreover. an adverse outcon1e in one or 1norc of the lawsuits could have a 1narerial adverse effect 
on our financial condition, results of operations, cash flo\vs, liquidity and reputation. WV A \VC and the Co1npany 
are unable to predict the outcome of the ongoing govern111ent investigations or any legislative initiatives that 
1night affccl \Valer U!ility operations. Sec Part I, Iten1 3, "Legal Proceedings·· in this report for additional 
infonnation regarding the WV A '\\'C 111atter. 

In addition, \Ve arc a parly to litigation in the norn1al course of business. Since \Ve engage in providing 
drinking water to our custon1ers, failures can result in substantial injury or dan1age to our custon1ers, en1ployces 
or others and \VC could he exposed to substantial claims and litigation. Such claims could relate to, an1011g other 
things, personal injury. loss of life, business interruption, property damage, pollution, and environmental dan1agc 
and n1ay be brought by our custon1crs or third pa1tics. 
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Litigation and regulatory proceedings are subject to inherent uncenainties and unfavorable 1ulings can and 
do occur. Pending or future claims against us, to the extent \Ve arc not insured against a loss or our insurer fails to 
provide coverage, could have a n1aterial adverse impact on our business, financial condition, and results of 
operations. 

lVe 11u1y sustain losses that exceed or are exclutled fro111 our insurance co11erage or/or 1vlrich we are not 
insured 

We 1naintain insurance coverage as part of our overall legal and risk 1nanagen1ent strategy to n1ini111ize our 
potential liabilities. Our insurance progran1s have varying coverage li1nits, exclusions and nlaxin1un1s, and 
insurance con1panies may seek to deny clain1s we n1ight make. Generally, our insurance policies cover property 
datnagc, \Vorkcr's con1pensation. employer's liability. general liability and auton1obilc liability. Each policy 
includes deductibles or self-insured rclcntions and policy Ii mies for covered clain1s. As a result, \VC 111ay sustain 
losses that exceed or that are excluded fron1 our insurance coverage or for \Vhich we are not insun:d. 

Although in the past \Ve have bi:en generally able to cover our insurani.:e needs, there can be no assurances 
that we can secure all necessary or appropria!e insurance in the future, or that such insurance can be 
econornically secured. For exa1nple. catastrophic events can result in decreased coverage li1nits, n1ore lin1ited 
coverage, increased pren1iun1 costs or deductibles. 

lVork stoppages and other labor relations n1atters could ad11ersel)' affect our results o.f operations. 

Approxin1ately 50(_,/h of our \\'orkforcc is represented by unions. We have 75 collective bargaining 
agreen1ents in place \Vith 17 different unions representing our unionized ernployecs. We n1ight not he able to 
renegotiate labor contracts on tcnns that arc fair to us. Any negotiations or dispute resolution processes 
undc1takcn in connection \Vith our labor contracts could be delayed or affected by labor actions or \Vork 
stoppages. T~ahor actions, \Vork stoppages or the threat of \Vork stoppages, and our failure to obtain favorable 
labor contract tern1s during renegotiations 1nay adversely affect our financial condition, results of operations. 
cash fJo\VS and liquidity. 

While we have developed contingency plans to be i111plen1ented as necessary if a \Vork stoppage or strike 
does occur, a strike or \\'ork stoppage tnay have a 111aterial adverse impact on our results of operations, financial 
position or cash nows. 

The failure of, or the require111e11t to repair, upgrade or tlis111a11tle, any of our da111s tllll)' ad11ersely affect our 
ji11a11cial condition and results of operations. 

We own 89 dan1s. A failure of any of those da1ns could result in personal injury and do\vnstream property 
da111age for \Vhich \Ve rnay be liable. "I"he failure of a dan1 \Vould also adversely affecl our ability to supply \Vatcr 
in sufficient quantities to our custontcrs and could adversely affect our financial condition and results of 
operations. Any losses or liabilities incurred due lo a failure of one of our dan1s 1night not be covered by 
insurance policies or be recoverable in rates, and such losses n1ay nlakc it difficult for us to secure insurance at 
acceptable rates in the future. 

We also arc required fron1 ti1ne to ti1ne to <lecun1n1ission. repair or upgrade the da1ns that \\IC o\vn. The cost 
of such repairs or upgrades can be and has been n1aterial. The federal and stale agencies that regulate our 
operations 1nay adopt rules and regulations requiring us to dis1nantle our datns, \Vhich also could entail 1natcrial 
costs. Although in n1ost cases, the PUC hus pennitted recovery of expenses and capital investtnent related to Jain 
rchubilitation, \Ve 111ight not bt:: able to recover costs of repairs, upgrades or disn1antling through rates in the 
future. l11c inability to recover these costs or delayed recovery of the costs as a result of regulatory lag can affect 
our financial condition, resulrs of operations, cash tlo\\'S and liquidity. 
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;\ny failure of our netn•ork of 1vater and waste1vater pipes and 1vatcr resen•oirs could result in losses and 
tfa111ages that 111ay affect our.financial condition a11d reputation. 

Our operating subsidiaries distribute \Vatcr and collect wastewater through an extensive nct\Vork of pipes 
and storage systc1ns located across the United States. A failure of n1ajor pipes or reservoirs could result in 
injuries and property damage for which \VC 1nay be liable. The failure of major pipes and reservoirs n1ay also 
result in the need to shut down sonic facilities or parts of our net\\1ork in order to conduct repairs. Such failures 
and shutdowns 111ay litnit our ability to supply \Valer in sufficient quantities to our custon1crs and to 1ncet the 
water and wastC\\'ater delivery requircn1ents prescribed by govern1nent regulators, including state PUCs \Vith 
jurisdiction ovc.:r our operations. and advcrs!.!ly affect our financial condition, results of operations, cash flo\vs, 
liquidity and reputation. Any business intcrn1plion or other losses might not be covered by insurance policies or 
be recoverable in rates, and such losses may make it difficult for us to secure insurance at acceptable rates in the 
future. Moreover. to the extent such business interruptions ur other losses are not covered by insurance, they tnay 
not be n.::covcrcd through rate adjustn1cnts. 

Our inability to access the t•apital or fi11a11cial n1arkets could affect our ability to nieet our liquidity needs at 
reasonable cost and our ability to 111eet 1011g-tern1 co111111it1nents, ll'lticlz could adversely affect our financial 
co1ulition and results of operations. 

In addilion to cash fron1 operations, we rely on our revolving credit facility. co1n1nercial paper progran1s. 
and the capital 111arkets to satisfy our liquidity needs. In this: regard, our principal external source of liquidity is 
our revolving credit facility. We regularly use our co1nmercial paper progran1 as a principal source of shon-tenn 
borro\ving due to the generally 1nore attractive rates \VC obtain in the commercial paper 1narket. 1-lo\vcver, 
disn1ptions in the capital 111arkcts could limit our ability to access capital. While our credit facility lending banks 
have niet all of their obligations, disruptions in the credit 1narkets, changes in our credit ratings, or deterioration 
of the banking industry's financial condition could discourage or prevent lenders from 1neeting their existing 
lending co111n1iuncnts, extending the tc1ms of such commit1ncnts, or agreeing to new comn1it1nents. In order to 
n1eet our short-tenn liquidity needs, particularly if borro\vings through the conunercial paper niarket are 
unavailable, we niaintain u $1.25 hi Ilion revolving credit facility. Under the terms of our revolving credit facility, 
co1n1nitn1ents of $70 1nillion 111ature in October 2017 and $1.18 billion 1naturc in October 2018. Our inability to 
maintain, rcne\V or replace these con1n1ittnents could rnaterially increase our cost of cupital and adversely affect 
our financial condition, rc:sults of operations and liquidity. 

An1crican Water Capital Corp. (''A WCC"), our financing subsidia1y, hud no outstanding horro\vings under 
the revolving credit facility and $36.5 n1illion of outstanding letters of credit under thi: credit facility as of 
February 19, 2015. A wee had 5502.9 million of outstanding commercial paper as of Fcbmary 19, 2015. Our 
lenders may not meet their existing commitments and we may not he able to access the con1111crcial paper or loan 
markets in thi: future on tcnns acceptable to us or at all. 

Longer tcnn dis1uptions in the capiH1l and credit 1narkets as a result of uncertainty, reduced financing 
alternatives, or failures: of significant financial institutions could adversely affect our access to the liquidity 
needed for our business. Any significant disruption in the capital and credit tnarkets, or financial institution 
failures could require us to take ntcasures to conserve cash until the rnarket stabilizes: or until alternative 
financing can be arranged. Such n1easures could include defe1Ting capital expenditures, reducing or suspending 
dividend payments, and reducing other discretionary expc.:nditures. 

Any in1peditnents to our access to the capital 111arkets or failure of our lenders to n1eel their cornrnit111ents 
that result fro111 financial 1narkct disruptions could expose us to increased interest expense. require us to institute 
cash conservation 111casurcs or othenvise adversely affect our business, financial condi1ion, results of operations, 
cash flows, and liquidity. 
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