
Changes in lan•s and regulations over u•hich n1e hai•e 110 control and changes in certain agreen1e11ts can 
significantly a.ffet·t our business a11d results o.f operations. 

Nc\v legislation, regulations, govcrn1ncnt policies or court decisions can 111alcrially affect our operations. 
The individuals who serve as regulators arc elected or arc politit;al appointees. Therefore, clcctions v.;hich result 
in a change of political adn1inisln1tion or ne\V appointlnents 1nay also result in changes in the individuals who 
serve as regulators and the policies of the rcgulato1y agencies that they serve. Ncv1o' hl\VS or regulations, nc\v 
interpretations of existing la\vs or regulations, changes in agency policy, including those 111ade in response to 
shifts in public opinion, or conditions in1posc<l during the regulatory hearing. process could have the fol\o\ving 
consequences, a111ong others: 

n1aking it n1ore difficult for us to raise our rates and, as a consequence, to recover our costs or earn our 
expected rates of rctun1; 

changing the detcn11inalion of the costs. or the amount of costs, that would he considered recoverable 
in rate cases; 

restricting our ability to te1minate our services to custo1ncrs who owe us nioney for services previously 
provided or lin1iting our bill collection efforts; 

requiring us to provide water services at reduced rates to certain custo1ncrs; 

restricting our ahility to buy or sell assets or issue securities; 

changing regulations that affect the benefits we expected to receive when \Ve began offering services in 
a particular area; 

changing or placing additional lin1itations on change in control requirc111cnts relating to any 
concentration of O\Vnership of our co1ntnon s1ock: 

n1aking it easier for govcrnn1ental entilies to convert our assets to public ownership via etninent 
domain: 

placing lin1itations, prohibitions or other requirc1nents \Vith respect to the sharing of inforn1ation and 
participation in transactions by or bct\vccn a rcguJatcd subsidiary and us or our other affiliates, 
including our service con1pany und any of our other subsidiaries; 

restricting or prohibiting our extraction of water fro1n rivers, stre:uns, reservoirs or aquifers; an<l 

revoking or altering the tenns of the ce1tificates of public convenience and necessity (or sirnilar 
authorizations) issued to us by state PUCs. 

Any of the foregoing consequences could have an adverse effect on our business, financial condition, results 
of operations, cash flo\vs and liquidity. 

An i111porta11t part of our 1:rowth strategy is the acquisition of ·water aud wasten·ater systenrs. r11ly further 
acquisitions wt~ undertake n1ay inl'olve risks. Further, co111petitio11 for acquisition opport1111ities.fro1n other 
regulated utilities, goJ1er11nte11tal entities. and strategic and.financial buyers 111ay hinder our ahilit)' to grow 
our business. 

An in1portant clc111ent or our gro\vth strategy is the acquisition of \Vatcr and \vaste\vatcr systems in order to 
hroaden our current, and 111ove into new, service areas. We will not he able to acquire other businesses if we 
cannot identify suitable acquisition opportunities or reach mutually agreeable tcrn1s \Vith acquisition candidates. 
Further, competition for acquisition opportunities frorn other regulated utilities, govcrnn1cntal entities, and 
strategic and financial buyers n1ay hinder our ability to expand our business. 

l"hc negotiation of potential acquisitions as \Veil as the integration of acquired husincsses \vilh our existing 
opcra£ions could require us to incur significant costs and cause diversion of our n1anagc1nen1's ti1ne and 
resources. Future acquisitions hy us could result in: 

issuances of our equity securities; 
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incurrence of debt, contingent liabilities, cnviron1ncntal liabilities and assun1ption of liabilities of an 
acquired business, including liabililies that \Vere unknn\Vn at the time of acquisition; 

seeking recovery of acquisition prcn1iun1s 

unanticipated capital expenditures; 

failure to 1naintain effective internal control over financial rcponing; 

recording goodwill and other intangible asst.!ts at values that ultin1ately may be subject to in1painncnt 
charges if \Ve do not realize the initially recorded value; 

fluctuations in quarterly results: 

other acquisitionwrclatcd expenses; 

railun! lo realize anticipated benefits, such as cosl savings and revenue cnhanccn1cnls; and 

difficulties assimilating personnel, services and systen1s. 

Sonic or all of these iterns could have a 1natcrial adverse effect on our husint.!ss and our ability to finance our 
business. pay dividends and to comply with regulatory require111ents. The businesses \Ve acquire in the future 
may not achieve anticipated sales and profitability. and any difficulties we encounter in the integration process 
could interfere \Vith our operations, reduce our operating margins and adversely affect our internal control over 
financial reporting. 

Vv'e co1npctc with govenuncntal entities, other regulated utilities, and strategic and financial buyers, for 
acquisition opportunities. If consolidation bccon1es 111orc prevalent in the water and \Vastc\Vatcr industries and 
con1petition for acquisitions increases, the prices for suitable acquisition candidates may increase to unacceptable 
levels an<l lin1it our ability to expand through acquisitions. In addition. our co1npclitors may impede our gnnvth 
by purchasing \Vatcr utilities adjacent to or ni:ar our existing service areas, thereby irnpairing our ability to 
geographically expand the affected service areas. Con1peting goven1n1ental entities, utilities, environmental or 
social activist groups, and strategic and financial buyers have challenged, and n11.1y in the future challenge, our 
efforts to acquire new companies and/or service areas. Our growth could be hindered if \\IC are not able to 
con1pete effectively for ne\v con1panies and/or service areas \Vith other con1panies or strategic and financial 
buyers that have lo\ver costs of operations. Any of these risks n1ay adversely affect our business, financial 
condition, and results of operations. 

lVe hat•e recorded a siguificanl a111ou11t of goodwill, and Wt' 11u1y 11ei•er realize the full ralue of our intangible 
assets, causing us lo record i111pairn1e11ts that niay uegatii•e{v af/i.1ct our results o.f operah"ous. 

Our total assets include S l .2 billion of goodv.1ill at Dccen1ber 3 l, 2014. The good\viil is pri1narily associated 
\Vith the acquisi!ion of A1nerican Water by an affiliate of our previous owner in 2003 and the acquisition of 
E'To\vn Corporation by a predecessor to our previous o\vner in 2001. Good\vill represents the excess of the 
pun.:hase ptice the purchaser paid over the fair value of the net tangible and other intangible assets acquired. 
Goodvvill is recorded at fair value on the date of an acquisition and is rcvie\ved annually or 1nore frequently if 
changes in circumstances indicate the carrying value 111ay not he recoverable. As required by the applicable 
accounting rules, \Ve have taken significant non-cash charges to operating results for goodwill impairn1ents in the 
past. 

We 111ay be required to recognize an in1pairment of good\vill in the future due to 1narkc1 conditions or other 
factors related tu our perfonnance. These nlarkct events could include a decline over a period of tilne of our stock 
price, a decline over a period of time in valuation nlultiplcs of con1parablc water utilities, nu1rkct price 
perforn1ance of our con11non stock that co1nposes unfavorably to our peer companies, or decreases in control 
premiun1s. A decline in the results forecasted in our business plan due to events such as changes in rate case 
results, capital investment budgets or our interest rates, could also result in an i111pai1mcnt charge. Recognition of 
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i1npairn1ents of a significant portion of goodwill would negatively affect our reported results of operations and 
total capitalization, the effect of which could be 1natcrial and could make it more difficult to 1naintain our credit 
ratings, secure financing on auracti\'e tenns. 1naintain con1p!iance \\'ith debt covenants and meet expectations of 
our regulators. 

The assets of our Regulated Busint•sses are subject to co11denrnatio11 through e111i11e11t tlo111ain. 

f\.1unicipalities and other governn1ent subdivisions have historically been involved in tile provision of \Vatcr 
and wastewater services in the United States, and organized efforts n1ay arise fron1 tin1c to tin1e in ant: or 111orc of 
the service areas in \Vhich our Regulated Businesses opcrafc to convert our assets to public ownership and 
operation through exercise of the governmental po\ver of cn1inent do1nain. Should a 1nunicipalily or other 
govcrn1nent subdivision or a citizen group seek to acquire our assets through cn1incnt don1ain, either directly or 
in<lirl!clly as a result of u citizen petition we 111ay resist the ncquisition. For cxan1plc, con<lcmnation thrcuts have 
been made in the Chicago, Tllinois area where the municipalities of llo1ncr Glen (approxi1nately 6,000 custo1ncr 
connections) and Bolingbrook (approxitnatcly 23,000 custo1ncr connections) have co1111nissioncd studies to 
tletcnnine the cost and feasibility of con<lc1nning Illinois-A1ncrican's retail distribution systctns serving those 
co1n1nunitics and have fonnally requested certain financial and other infonnation frotn Illinois-American. In 
addition, five nlunicipalities (approxi1nately 29,200 custo1ner connections) formed a \Vatcr agency to pursue 
en1incnt domain \Vith respect to our water pipeline that ser\'es those live con1111unities and rr1ade an offer of 
S37.6111illion for the pipeline. The \Valer agency filed an c1nincnt do1nain la\vsuit in January 2013 that is still 
pending. 

Contesting an exercise of conde1nnation through en1inent don1ain, or responding to a citizen petition, may 
result in costly legal proceedings and may divcl1 the attention of tile affected Regulated Businesses' n1anagement 
fro1n the operation of its husincss. Moreover. our efforts to resist the condemnation may not he successful. 

If a municipality or other govenuncnt subdivision succeeds in acquiring the assets of one or more of our 
Regulated Businesses through e1nincnt don1ain, there is a risk that \Ve \Vill not receive adequate coinpensation for 
the business, that we \Viii not be able to keep the ccnnpensation, or that we \.Viii not be able 10 divest the business 
\Vithout incurring significant onc-thnc charges. 

For infonnation regarding specific condemnation threats 1nade against us that were recently concluded see 
Ite111 I, "Business-Condetnnation." 

lVe rely 011 tecll11ology to facilitate the 111a11age111e11t of our business and c11ston1er and supplier relationsltips, 
and a disruption of these SJ1Sten1s could adversely affect our business. 

Our technology systen1s, particularly our inforrnation technology ("IT") systems, arc an integral part of our 
business, and a serious disruption of our IT systcn1s could significantly lilnit our ability to 111anage and operate 
our business efficiently, which, in tun1, could cause our business and co1npctitivc position to suffer and adversely 
affect our results of operations. For cxarnple. we depend on our IT systen1s to bill custorners, process orders, 
provide customer service. 1nanage construction projects. 111anage our financial records, track assets. re1notely 
1nonitor certain of our plants and facilities and manage hu1nan resources, inventory and accounts receivable 
collections. Our 11' syste1ns also enahlc us to purchase products fron1 our suppliers and hill customers on a timely 
basis, rnaintain cost-effective operations and provide service to our cuslon1ers. \Vhile \\'C recently cotnpleled the 
business lransfonnation imple1ncntatio11 for our Enterprise Resource Planning ("'ERP"), Enterprise Asscl 
Managcn1ent ("EAM") and Customer Inforn1ation ("CIS") syste1ns, a ntunbcr of our 111ission and business 
critical IT syste1ns are older. such as our SCAD A (supervisory control and data acquisition) syst~n1. Although we 
<lo not believe that our IT systen1s arc at a materially greater risk of cybcrsccurity incidents than other sin1ilar 
organizations, our IT systen1s remain vulnerable to da1nagc or interruption fro1n: 

po\vcr Joss. con1puter systcn1s failures, and internet, telecon1n1unications or data net\Vork failures; 

operator negligence or in1propcr operation by, or supervision of, employees; 
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physical and electronic loss of custon1er data due to security breaches. cyber attacks, n1isappropriation 
and similar events: 

computer viruses; 

intentional security breaches, hacking, denial of services actions, 1nisapprop1iation of data and similar 
events; and 

• hurricanes, fires, floods, earthquakes and other natural disasters. 

Th!.!sc events may result in physical and electroniL· loss of custon1er or financial data, security breaches, 
niisappropriation and other adverse consequences. In addition, the lack of redundancy for certain of our IT 
systems, including billing systems, could exacerbate the iinpact of any of these events on us. 

In addition, \VC 1nay not be successful in developing or acquiring technology that is co111pctitivc and 
responsive to the needs of our business, and \Ve n1ight lack sufficient resources lo n1ake the necessary upgrades or 
replacements of outdated existing technology to enable us to continue to operate at our cun·cnt level of 
efficiency. 

lVe 111ay be subject to physical and/or cyber attacks. 

As operators of critical infrastructure, \Ve may face a heightened risk of physical and/or cyher attacks. Our 
water and wastev.'ater systems n1ay he vulnerable to disability or failures as a result of physical or cyher acts of 
war or tcrrorisn1, vandalisn1 or other causes. Our corpora!c and infonnation technology systems 1nay be 
vulnerable to unautholized access due to hacking, viruses. acts of \.Var or terrorisn1, and other causes. 

If. despite our security 1ncasures, a significant physical attack or cyber breach occurred, \Ve could have our 
operations disrupted, property da111agcd, and <.~usto111er infonnation stolen; experience substantial loss of 
revenues, response costs, and other financial Joss; and he subject to increased regulation, litigation, and dan1age 
10 our reputation, any of which could have a negative ilnpact on our business and results of operations. 

lVe n1ay not be able to fully utilize our U.S. and state net operating loss carryforJvards. 

As of December 31, 2014, we had U.S. federal and state net operating loss ("NOL") carryforwards of 
approxi1nately $1.0 hillion and S542 million. respectively. Our federal NOL carryforwards hcgin 10 expire in 
2028, and our state NOL carryforwards will expire between 2015 and 2033. Our ability to utilize our NOL 
carryfof\vards is primarily dependent upon our ability to generate sufficient taxable inco1nc. Moreover, because 
our previous owner"s divestiture of its stock \Vas considered an "o\vnership change" under Section 382 of the 
Internal Revenue Code, the amount of NOL carryfof\var<ls that n1ay be utilized in any year is limited. Our 
1nanugcrncnt believes the federal NOL carryfof\VHrds arc rnorc likely than not to be recovered and therefore 
currently require no valuation allo\vance, Al Deccn1her 31, 2014, $63.J 1nillion of' lhe state NOL carryfonvards 
have been offset hy a valuation allo\vancc because \Ve do not helicve these NOLs \Vill nlorc likely than not he 
realized in the future, and \Ve have, in the past, been unable to utilize certain of our NOLs. The cstablishrnent or 
increase of a valuation allo\vance in the ruturc \vould reduce our deferred inco111c tax assets and our net inco1nc. 

Our actual rcsulls n1ay differ fron1 those esti1nated by 1nanagcn1cnt in making its assessment as to our ability 
to use the NOL carryforwards. Moreover, changes in inco111c tax la\vs, the ccono1ny and the general business 
cnviron111ent could affect the future utilization of the NOL carryfof\van.ls. Tf \Ve arc unable to fully utilize our 
NOL carryfor\vards to offset taxable incon1e generated in the future, our linancial position, results of operations 
and cash nov.is could be materially adversely affected. 
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lVe (excluding our regulated subsidiaries) provide perfor11ia11ce guarantees tt•ith respect to certain obligations 
of our ~farket-Rased Operations, inclutling fi11a11cial guarantees or deposits, to our public-sector and public 
clients, which 111ay seek to enforce the guarantees if our Market-Based Operations do 1101 satis[v tlzese 
obligations. 

Under the tern1s of sorne of our agreemenls for the provision of services to water and \Vaste\Vater facilities 
\Vilh n1unicipalitics, other governmental entities and other customers, American Water (excluding our regulated 
subsidiaries) provides guarantees of specified pcrfonnancc obligations of our Market-Based Operations, 
including financial guarantees or deposits. Jn the event our Market-Based Operations fail to perforn1 these 
obligations, the entity holding the guarantees n1ay seek to enforce the performance co1nrnitn1cnts against us or 
proceed against the deposit. In that event, our financial condition. results of operations, cash flo\vs, and liquidity 
could he adversely affected. 

At December 3 I, 2014. \VC had rcn1aining performance commi1111ents as 1ncasurcd by remaining contract 
revenue totaling approxitnately $865.8 n1illion and this an1ount is likely to increase if our Market~Based 
Operations expand. The presence of these cornn1it1nents may adversely affect our financial condition and n1akc it 
1norc difficult for us lo secure financing on attractive 1ern1s. 

Our A1arket-Based Operations' long-ter1n contracts with the 1Jepart111ent of !Jefense 111ay be ter1ni11atedfor the 
co11venience of the U.S. GtJ1-•ern1nenl and are subject to periodic contract price redeter1ni11atiou. 

All of our contracts \\'ith the Deparunent of Defense for the operation and tnaintenance of \Vater and 
\Vaste\vater systcn1s may be tenninated, in whole or in patt, prior to the end of the 50-year term for convenience 
of the lJ.S. Govern1nent or as a result of default or non-perfortnance by the subsidiary perfonning the contract. ln 
addition, the contract price for each of these nlilitary conrracts is typically subject 1.0 redctenninalion two years 
after con11ncnccn1ent of operations and every three years thereafter. Price redetermination is a contract 
n1cchanism to periodically adjust the service fee in the next period to reflect changes in contract obligations and 
anticipated rnarket conditions. Any l!arly contract tennination or unfavorable price redetermination could 
adversely affect our results of operations. 

lVe operate a 11u111ber of l11ater and H•astewater syste111s 111ider O&M contracts and face the risk that the owners 
o,f those systen1s 1nay fail to provitle t·apital to properly 111aintai11 those syste111s, which 1nay 11egatil,ely affect us 
as the operators of the syste111s. 

We operate a nun1ber of \Valer and wastewater systen1s under O&M contracts. Pursuant to these contracts, 
we operate the systen1 according to the standards set forth in the applicable contract, and it is generally the 
responsibility of the owner of the systen1 to undertake capital in1prove1nents. In son1c cases, \VC n1ay not be able 
to convince the o\vncr lo nu1kc needed i1nprove1nc11ts in order to maintain con1pliancc \Vi th applicable 
regulations. Although violations and fines incurred by \Vater and \Vaste\vatcr systems n1ay be the responsibility of 
the O\Vner of the systen1 under these contracts, those 11011-con1p1iance events n1ay reflect poorly on us as the 
operator of the systen1 and damage our reputation, and in sorne cases, may result in liability to the san1e extent as 
if \Ve were the owner. 

Our A-1arket-Based Operations are party to 1011g-ter111 contracts to operate and 111ai11tai11 ·water and wasteu·att•r 
sysle111s under n1/tich ll'e 111ay incur costs in excess of pay1ne11ts recei1•ed. 

So1ne of our l\tlarket-Based Operations enter into long-tern1 contracts under \Vhich they agree to operate and 
111aintain a n1unicipality's, federal govern1n~nt's or other p:.11ty's water or waste'A'ater treat1ncnt and delivery 
facilities, which includes specified nlajnr n1aintenancc for some of those facilities, in exchange for an annual fee. 
Our Market-Based Operi.ltions arc generally subject to the risk that costs associated 'A'ith operating and 
maintaining the facilities, including production costs such as purchased \Valer, electricity, fuel and chcn1icals 
used in water treatn1cnt, inay exceed the fees received from the municipality or other contracting party. Losses 
under these contracts or guarantees inay adversely uffect our financial condition, results of operations, cash flows 
and liquidity. 
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Our inability to efficiently opti111ize and stabilize our recently i111plen1ented business transfor111atio11 project, 
could result in higher than l!Xpei:ted costs or othen1•ise adverse(v i111pnt..•f our internal co11trols enJ•iron111e11t, 
operations and profitability. 

Over the past several years, \Ve have in1plcn1cnted a ''business transfonnation'' project, \Vhich is intended to 
improve our business processes and upgrade our legacy core infonnation technology systems. 'fhis multi-year, 
enterprise-wide initiative supports our broader strategic initiatives. The project is intended to optin1izc \vurkflow 
throughout our field operations, in1prove our hack-office operations and enhance our custon1er service 
capabilities. The scale and costs associated \Vi th the business transfonnation project \Vere significant. Any 
technical or other difficulties in optimizing and stabilizing this initiative may increase the costs of the project and 
have an adverse effect on our operations and reporting processes. including our internal control over financial 
reporting. In August 2012. our nc\V business systems associated \Vith Phase I of our business transformation 
project beca1nc operational. Phase I consisted of the roll-out of the ERP. \Vhich encon1passed applications that 
handle hun1an rcsources. 11nancc. and supply chain/procurcn1cnl managcn1cnt activities. In the second quarter of 
2013, we imple1nented Phase II of our business transforn1ation project in a nu1nber of our regulated subsidiaries. 
In the fourth quarter of 2013, Phase 11 of our business transforn1ation project \Vas iinplcn1entcd in our ren1aining 
regulated subsidiaries. Phase lI consisted of the roll-out of a nc\V Enterprise Asset f\1anagen1ent systcn1, \Vhich 
manages an asset's lifecycle, and a Custon1er lnforn1ation syste1n, \\lhich contains all hilling and collections data 
pertaining to An1erican Water's custorners for our Regulated seg1nent. Although efforts have been n1a<le to 
tninimize any adverse in1pact on our controls, v.•e cannot assure that all such impacts have been n1itigatcd. 

As \Ve make adjustn1ents to our operations, \Ve n1ay incur incren1cntal expenses prior to realizing the 
benefits of a more efficient \Vorkforcc and operating structure. Further, \Ve n1ay not realize anticipated cost 
in1proven1ents and greater efficiencies fron1 the project. 

We operate nun1erous inforn1ation technology systc111s thnt arc in various stngcs of integration, sometimes 
leading to inefficiencies. Therefore, delays in stabilization and opti1nization of the business transformation 
project \Vill also delay cost savings and efficiencies expected to result fron1 the project. \Ve may also experience 
difficulties consolidating our cu1Ten1 systems, 1noving to a con1n1on set of operational processes and 
in1plcmc111ing a successful change 1nanagernent process. These difficulties n1ay impacl our ability to meet 
custo1ncr needs efficiently. Any such delays or difficulties 111ay have a rnatcriaI and adverse in1pact on our 
business, client relationships and financial resulls. 

Our business has inherently dangerous workplaces. If we fail to 11iai11tain saj'e u•ork sites, tt•c can he exposed 
to jinancial losses as 1vell as penaltie!i· and other lillbilities. 

Our safety record is critical to our reputation. We 111aintain health and safely standards to protect our 
cn1ployces, custo1ncrs, vendors and the public. Although \Ve intend to adhi:re to such hculth and sufi:ty standards 
it is unlikely that \Ve will be ublc to avoid accidents at all tin1cs. 

Our business sites, including construction and 1naintenancc sites. often put our cn1ployecs and others in 
close proxhnity \Vi th large pieces of cquipn1cnt, rnoving vchicl!.!s, pressurized \Vatcr. chc1nicals and other 
regulated 1naterials. On nutny sites \Ve are responsible for safety and, accordingly, n1ust i111plen1ent safety 
procedures. If v.1e fail to irnplctnent such procedures or if the procedures \Ve ilnplen1ent are ineffective or arc not 
follo\ved by our employees or othi.:rs, our employees and others may bi.: injun:d or die. Unsafe \Vork sites also 
have the potential lo increase cn1ploycc turnover and raise our operating costs. Any of the foregoing could result 
in financial losses. \Vhich could have a n1alerial adverse in1pact on our business. financial condition, and results 
of operations. 

In addition, our operations cun involve the handling and storage of hazardous che1nicals, \vhich, if 
improperly handled, stored or disposed of, could subject us to penalties or other liabilities. \'Ve are al.so subject to 
regulations dealing \Vit!1 occupational health •ind safety. Although \VC 111aintain functional cn1ploycc groups 
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whose pri1nary purpose is to ensure \VC i1nple1nent effective health, safety, and environn1cntal work procedures 
throughout our organization. including construction sites and maintenance sites, the failure to comply with such 
regulations could subject us to liability. 

Our continued success is dependt•nt upon our ability to hire, retain, and utilize qualified perso1111el. 

The success of our business is dcpcndcn! upon our ability to hire, retain, and utilize qualified personnel, 
including engineers. craft personnel, and corporate rnanagcn1cnt professional~ who have the required experience 
and expertise. From lin1e to tin1e, it may be difficult to attract and retain qualified individuals with the expertise 
and in the tirncfran1e dctnandcd for our business needs. In certain geographic areas. for cxan1plc, \VC 1nay nol be 
able to satisfy the dc111and for our services because of our inability to successfully hire and retain qualilie<l 
personnel. 

In addition, as so1ne of our key personnel approach rctirc1ncnt age, we need to have appropriate succession 
plans in place and to successfully in1plcment such plans. If \Ve cannot attract and retain qualified personnel or 
effectively in1plen1ent appropria1e succession plans, it could have a material adverse itnpact on our business, 
financial condition, and results of operations. 

ITEM IR. UNRESOLVED STAFF COMMENTS 

None. 

ITEM 2. PROPERTIES 

Our properties consist of trans1nission, distribution and collection pipes, \\1atcr and \Vasle\vater treatn1ent 
plants, pun1ping \Veils, tanks, 1neters, supply lines, dams, reservoirs, buildings, vehicles, land, casc1ncnts, 
soft\varc rights and other facilities and cquipn1cnt used for the operation of our syste1ns, including the collection, 
trcatn1cnt, storage and distribution of \\later, and the collection and trcat1nent of \Vastc\Vatcr. Substantially all of 
our properties arc o\vncd by our subsidiaries, and a substantial portion of our prope11y is subject to liens of our 
mortgage bonds. \Ve lease our corporate offices. cquiptnent and furniture, located in Voorhees, Nc\\1 Jersey fro1n 
certain of our wholly-o\\'llCLI subsidiaries. 1"hese properties are utilized by our directors, officers and staff in the 
conduct of the business. 

Our regulated subsidiaries O\Vn, in the states in \Vhich they operate, transn1ission, distribution and collection 
pipes, pu1np stations, treatn1cnt plants, storage tanks, reservoirs and related facilities. A substantial acreage of 
land is o\vne<l by our llegulated Businesses, the greater parl of \Vhich is located in \Vatershcd areas. \Vith the 
balance being principally sites of pumping and treatn1ent plants, storage reservoirs, tanks and standpipes. 
Additionally, properties and facilities including such items as \Vell fields, tanks, offices and operation centers arc 
also leased by our regulated subsidiaries. Our Market-Based Operations' properties consist 1nainly of office 
furniture and IT cquip111ent and are prin1arily locate<l in Nc\V Jersey. Approxirnately 51 <Ji: of our properties arc 
located in New Jersey and Pennsylvania. 

We maintain propc11y insurance against loss or dan1age to our properties by fire or other perils, subject to 
certain exceptions. For insured losses, \Ve are self-insured to the extent that any losses are \Vi thin the policy 
deductible or exceed the a1nounl or insurance 111aintaincd. Any such losses could have a 1naterial adverse effect 
on our consolidated results of operations. financial position or cash flo\\'S. 

We believe !hat our properties arc generally nlaintaincd in good operating condition and in accordance \Vith 
cu1Tcnt stand:ir<ls of good \Valer and \Vaste\vater works industry practice, and units of property arc replaced as and 
\Vhcn necessary, 
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ITEM 3. LEGAL PROCEEDINGS 

Alteruatil•e ll'ater Supply in /,,ieu of CarnJel Ri1ier TJiversions 

In 1995. lhe California \Valer Resources Control Board (the "Water Resources Control Board'') issued an 
adn1inistrative order (the "1995 Order") to Cal An1 requiring Cal Am to in1ple1nent an alternative water supply in 
lieu of diversions frorn the Carine! River. In response to clain1s that Cal An1 had not diligently pursued 
establishing an altcnu1tivc water supply as required by the 1995 Order, the Water Resources Control Board 
adopted the 2009 Order, finding that Cal Am has not sufficiently implcrncntcd actions to tcnninatc its 
unpern1ittcd diversions fro1n the Carmel River as required by the 1995 Ortler. The 2009 Order requires, among 
olhcr things, that Cal Am significantly decrease its yearly diversions fro1n the Carn1cl River according to a set 
reduction schedule running fro111 the date the 2009 Order was adopted until Decen1hcr 31. 2016, at which point 
all unpcrrnincd diversions must end. Failure to effect the decrease in diversions 1nanda1cd hy the 2009 Order 
could result in substantial penalties. \\'c can provide no assurances !hat Cal A1n will bl! able to con1ply \Vilh the 
diversion reduction requirc1ncnts and other rcn1aining rcquire1nents under the 2009 Order or that any such 
co1npliance \Vill not result in 1naterial additional costs or obligations to us. As noted he low. Cal A1n does not 
expect to have sufficient alternative sources of \Vater available by the December 31, 2016 deadline, and is 
engaged in discussions with the Water Resources Control Board to extend the deadline. 

On December 2, 2010, the California Public UiiJilics Commission ("CPUC") approved lhe Regional 
Desalination Project (the "RDP"), involving the constn1ction of a desalination facility in the C'ity of Marina, 
north of ~1ontcrey. The RDP \Vas to be i1nplcmcnted through a \\later Purchase Agreement and ancillary 
agreen1ents (collecli\'ely, the "Agreen1ents") an1ong the Marina Coast Water District ("MCWD"), the Monterey 
County Water Resources Agency ( .. MCWRA") and Cal An1. The desalination facility \Vas to be constructed and 
O\Vned by MCWD, and MC\\rRA \Vas to construct the \veils that \Vere to supply water to the desalination facility. 
The RDP was intended, ;.unong other things. to fulfill Cal An1's obligations under the 1995 Order and the 2009 
Order, in addition to other obligations. 

The RDP \Vas subjel.'.l to delay due to, a111ong other things, funding delays and investigations an<l inquiries 
initiated by public authorities relating to an alleged conllil.'.t of interest concerning a fonncr n1e111ber of the 
MCWRA Board of Directors (the "Fonner Direclor"). On July 7, 201 I. MCWRA advised MCWD and Cal Am 
that the r\green1ents were void as a result of the conduct of the Forn1er Director. Subsequently, on August 12, 
20 I J, Cal An1 advised I\1CWD and MCWRA that they had defaulted in pcrforn1ance of certain financing 
obligations under the Water Purchase Agree1nent. By leuer delivered to tvlCWD and MC\VRA on Scpten1bcr 28, 
2011, Cal An1 tern1inated the Agrcernents as a result of MCWRA 's anticipatory repudiation of the Agreements 
by stating they \Vere void. On January 17, 2012, follo\ving unsuccessful 1ne<liation efforts :.nnong the parties, 
Cal An1 publicly announl.'.ed that it had withdra\vn support of the IlDP. Disputes an1ong the parties \Vilh respect to 
the RDP continued thereafter. On July 12, 2012, the CPUC closed the proceedings relating to the RDP and stated 
that it \Vould examine the recoverability of costs related to the RDP in other proceedings. Cal A1n plans to tile a 
ne\v application seeking recovery of legal costs relating to the RDP after any pending legal disputes arc resolved. 

In Dc:ccn1ber 2012. Cal A111, MCWRA and the County orrvlonterey entered into a settlement agreement 
under which Cal An1 \Vill forgive approxilnately Sl.9 n1illion previously loaned by Cal A1n to MCWRA in 
connection \Vith the RDP. and Cal A1n will make additional payn1cnts of up to approxi1nately $1.5 million to 
MCWRA. The seltlemem agreemenl, the debt forgiveness and lhe addi1ional payments are condilioned on CPUC 
approval, incluJing approval of Cal 1\n1 rate recovery of the debt forgiveness and the additional pay1ncnts. Cal 
An1 and MC\VD also entered into a tolling agree1nent, \vhich, as extended hy suhscquent agreements. toll 
applicable statutes of li111itations and the deadline for comrnencc1ncnt of litigation regarding Cal Am's cluin1s 
until June 30. 2015. The MC\VRA scttlc1nent agreement and the tolling and standstill agrccn1cnt do not affect 
litigation initiated by Cal An1 seeking a detern1ination regarding the validity of the Agrce111cnts, which is 
described below. On May 24, 2013, Cal Am filed an applicalion wiih lhe CPUC for approval oflhe sculement 
agrce1nent and rate recovery on Cal An1' s debt forgiveness and additional payn1ents to l\t!CWRA under the 
scttlcn11.:nt agrccn1cnt. The application is pending. 
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On October 4, 2012. Cal A1n tiled a Con1plaint for Declaratory Relief in the Monterey County Superior 
Court (subsequently transferred to the San Francisco Superior Court) against MCWRA and MC\VD, seeking a 
determination by the Court as to \Vhethcr the r'\grce1nents are void as a result of the Fornier Director's alleged 
conflict of interest, or remained valid. A trial on the 111attcr was held on Dcccn1bcr 2~5, 2014. l~hc Court has 
established deadlines for post-trial closing and reply briefs, but has not yet scheduled a date for oral argu1nent 
follo\Ving the Fcb1uary 10, 2015 deadline for subn1ission of n.!ply briefs. 

On April 23. 2012, Cal Am lilcd an application with the CPUC for approval of the Monterey Peninsula 
\Vater Supply Project (the "Water Supply Project''). The Water Supply Project involves construction of a 
desalination plant and related facilities, all to he owned by Cal Am. In addition, the Water Supply Project may 
encon1pass Cal A111' s purchase of \\'at er frorn the proposed Monterey Peninsula Ground\vater Replenishn1cnt 
Project (the "GWR Project"), a joint project bet\veen the Monterey Regional \Valer Pollution Control Agency 
and the f\1ontcrcy Peninsula Water Management District (''f\·lPWMD.'). The Water Supply Project also \VOuld 
involve aquifer storage and recovery through an already established aquifer storage and recovery progran1 
between Cal Am and the MPWMD. 

On July 3 I, 2013, Cal Arn entered into a settlen1ent agreen1cnt \Vi th 15 other parties that have intervened in 
the CPUC proceedings \Vilh respect to the Water Supply Project. including several Monterey County govenunent 
entities, the Office of Ratepayer Advocates of the CPUC and several interest groups (the .. WSP Scttlen1cnt"). 
Under the scttlen1cnt agrecn1cnt, the pa1tics have agreed on several matters relating to the Water Supply Project. 
In a separate settlen1ent agreen1ent among n1ost of the sanH! parties, the participating parties agreed on sizing of 
the desalination plant at 9.6 1nillion gallons per day, if the GWR Project docs not supply water to Cal A1n, and, if 
the GWR Project supplies \Vatcr to Cal An1, either 6.4 111illion gallons per day or 6.9 million gallons per day 
depending on discrete capacities of GWR Project \Valer. This settlen1ent agree111ent is subject to the approval of 
the CPUC and \\'ill not take effect unless the CPUC detennines that it is reasonable \Vi thin the Jaw and the public 
interest, and until the CPUC certifies an environrnental in1pact report for the proposed Water Supply Project, 
\vhich currently is expected to be issued in the first quarter of 2016. 

A prelin1inary step to building the desalination plant is the test slant \Veil project, involving the construction 
and operation of a test slant \veil, as \Veil as 111oni1oring \Vell clusters and other related infrastructure. to confinn 
the suitability of the property on \vhich pem1anent intake wells \Viii be located to dra\v \Valer fro1n under 
ivlontcrey Bay. As proposed by Cal An1, rhe site of the test slant \veil is on a property owned by one or more 
affiliates of Cemex, Inc. (collectively, "Cemex"), and in the \VSP Settlement, the parties agreed that the preferred 
loi;ation to build a test .slant well project is lhe Cc1nex property. Cal A111 and Ce1nt!x have entered into an 
agrec1nenl under \Vhich Cal Atn acquired a te1nporary invcstigatire casc1nent to construct and operate the test 
slant well together \Vith n1onitoring \Veils and other related infrastructure on Cen1cx property and a four year 
option to purchase a pennanent casc1ncnt that will enable Cal Arn's access to and opcralion of slant \Veils and 
related pipelines and utilities for the Water Supply Project on portions of' the Cen1ex property to be detennincd if' 
and \Vhen the final configuration of ne\V \Valer supply \Velis are approved by the Califon1ia Coastal Con1111ission 
( .. Coastal Commission"). 

On Nove1nbcr 12, 2014, the Coastal Commission approved the coastal developmen! permit for the test slant 
\Veil on the Cemex property. In addition, the Coastal Con1n1ission approved a second coastal dcvclopn1cnt 
pennit, enabling C'al A111 to construct the portion of the test slant \vell that \Vill be under state lands (beneath the 
ocean floor), provided that Cal A1n acquires a lease fron1 the California State Lands Comn1ission (the "State 
Lands Comn1ission"), \Vhich owns the state lands. The State Lands Co111n1ission executed the requin:d lease on 
January 22, 2015. and 1hc Coastal Conunission issued the second coastal dcvelopn1cnt pcrn1it on January 28, 
2015. 

On Dcccmher 11. 2014, MCWD filed a Petition for Writ of Mandate and Complaint for Declaratory and 
Injunctive Relief in the Monterey County Superior Court against the Coastal Commission and Cal A1n. \Vith the 
consent of all parties involved, the 111attcr \Vas transferred to the San Jose County Superior Court. MCWD seeks, 
an1ong other things, a pcrc1nptory \Vrit of mandate con1111anding the Coastal Co1111nission to vacate its decision to 
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approve the coastal dcvclop1ncnt pennit relating to the Cen1cx property, and a pennancnt injunction restraining 
Cal Am and the Coastal Comn1ission frnn1 taking any action to implement the lest slant well project, pending full 
co1npliance with the California Environmental Quality Act ("'CECJf\") and the California Coastal Act (the 
"Coastal Act"). 

On Dccc1nbcr 23, 2014. Ag Land Tntst, an agricultural land conservancy. filed its First A1ncndcd Petition 
for Writ of Manda1nus \Vith the San Jose County Superior Court against the Coastal Con1n1ission and Cal An1 
(the "Ag Land Trust Petition"). The Ag Land Trust Petition seeks writs of mandate ordering the Coastul 
Conunission to set aside its approval of the test slant \Veil project and follo\v California regulations and statutes 
in complying with CEQA and the Coastal Act, and enjoining Cal An1 from engaging in any activity pursuant to 
the test slant well project until the project and the Coastal Commission comply \Vith Califon1ia regulations and 
statutes. 

On January 15. 2015, MCWD filed a Petition for Writ of Mandate and Complaint for Declaratory and 
Injunctive Relief in the Santa Cruz County against the California State Lands Co1n1nission and Cal An1 (the 
··January 2015 Petition .. ). The January 2015 Petition seeks injunctive relief restraining the State Lands 
Co1n1nission and Cal A111 fron1 taking any action to further imple1ncnt the test slant well pr~ject pending full 
compliance with CEQA and other applicable laws; a peremptory writ of mandate co1nrnanding the State Lands 
Con11nission to vacate and set aside the decision to approve the lease allo\ving Cal An1 to construct and operate a 
test slant \Vell and associated nionitoring wells on sovereign lands; and a percn1ptory writ of n1andate directing 
the State Lands Commission and Cal A1n to comply \Vith the requircrncnts of CEQA and other applicable la\VS. 

The Coastal Comn1ission and the State Lands Commission have not yet responded to the action or actions in 
\Vhich they respectively are a respondent. Cal A1n has not yet responded to the actions, although it intends to 
contest these actions vigorous! y. 

In addition to the foregoing n1attcrs, Cal Anl°s ability to n1ovc forward on the Water Supply Project is 
subject to extensive adn1inistrativc revie\V by the CPlJC. revie\V by other governn1cnt agencies of necessary 
pern1it :1pplications, and intervention fron1 other parties, including son1e that arc not participants in the settlen1ent 
agrccn1ents relating to the Water Supply Project. In addition. there have been delays in the initial tiinetablc for 
preparation of the environn1ental in1pact reporr due to, an1ong other things, uncertainties regarding tirning of 
govem1nent approval of various required pennits. As a result, Cal A1n estin1ates that the earliest date by which 
the \Vouer Supply Project could be completed is early 2019. We cannol assure that Cal An1' s application for the 
\\'atcr Supply Project \Viii he approved or that the \\later Supply Project will he completed on a ti1ncly basis, if 
ever. 

Because the projected completion date of the Water Supply Project is beyond the December 31, 2016 
deadline for Cal An1 to tenninate unpern1itted diversions from the Cannel River, Cal An1 has con1111enced 
discussions \Vith the Water Resources Control Board to extend the December 2016 deadline. While Cal Atn 
believes the discussions have been constructive, \Ve cannot assure that the deadline will be extcndt::d. 

ll'est Virginia Elk Rb•er Freedonz Judustries' l'he111ical S'pill 

On January 9, 2014. a chen1ical storage tank O\Vned by Frcedon1 Industries. Inc. leaked two substances used 
for processing coal, 4-methylcyclohexane methanol, or MCHM, and PPH/DiPPH, a mix of polyglycol ethers, 
into the Elk River near the West Virginia-American \Vater Co1npany (''WV A WC,.) treatn1ent plant intake in 
Charleston, \Vest Virginia. After hnving been alerted to the leak of fv1Clltv1 by the West Virginia Departmen1 of 
Environmental Protection ("DEP"). WV A WC took immediate steps to gather more information about MCI·IM, 
aug1ncnt its trcatrncnt process as a precaution, and begin consultations with federal, state and local public health 
offici<1ls, 1\s soon as possible ;:ifter it was Jetennined lhal the augn1ented treat1nent process \Vould not fully 
ren1ove the MCHM, a joint decision was reached in consultation with the West Virginia Bureau for Public Health 
to issue a .. Do Not Use" order for all of its approxiinatcly 93,000 custon1cr accounts in parts of nine West 
Virginia counties served by the Charleston treatment plant. The order a<ldressi:d tht.! USt.! of \Vatcr for drinking, 
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cooking. washing and bathing, but did not affect continued use of \Valer for sanitation and fire protection. Over 
the next several days, WV A \VC and an interagency tcan1 of state and federal officials engaged in extensive 
sa1npling and testing to determine if levels of 1v1CHM were belo\V one part per million ( 1 ppm), a level that the 
U.S. Centers for Disease Control and Prevention (''CDC'') and EPA indicated \Vould be protective of public 
health. Beginning on January 13, 2014, based on the results of the continued testing, the Do Not lJse order \Vas 
lifted in stages to help ensure the \Valer systen1 \Vas not O\'f.!T\Vhclme<l by excessive den1and, \vhich could have 
caused additional water quality and service issues" By January 18, 2014, none of \VV A WC's custon1ers were 
subject to the Do Not Use order, although CDC guidance suggesting that pregnant won1cn avoid consuming 1he 
water until the chemicals \Vere at non-detectable levels remained in place. In addition, based on saved san1ples 
taken on or before January 18, 2014, PPH/DiPPH was no longer detected in the water supply as of January 18, 
2014. On February 21, 2014, WV A WC announced that all points of testing throughout its \Vater distribution 
system indicated that levels ofMCHM were below IO parts per billion (JO ppb). The interagcncy team 
established 10 ppb as the •·non-detect" level of MCii:M in the water distribution systcn1 based on thi: 
111easurerncnt capabilities of the multiple laboratories used. WV A WC continued to \Vork \Vith laboratories to test 
down to below 2 ppb ofMCHM and announced on March 3, 2014, that it had cleared the system to below this 
level. 

To date, 58 hnvsuits have been filed against \VY A \VC with respect to this matter in the United States 
District Court for the Southern District of West Virginia or \\'est Virginh1 Circuit Courts in Kana\vha, Boone and 
Putnan1 counties. Fifty-tv.'o of the stale court cases nan1ing WV A \VC, and one case nan1ing both WV A WC and 
An1erican Water Works Service Con1pany. Inc. ("A WWSC," and together v»ith \VV AWC and the Co111pany, the 
''A111erican Water Defendants") were removed to the United States District Court for the Southern District of 
\Vest Virginia, but arc subject to motions to remand the cases back to the state courts and have been consolidated 
for the sole purpose of resolving venue issues. Four of the cases pending before the federal district court were 
consolidated for purposes of disco\'ery. and an a111en<lcd consolidated contplaint for those cases \vas liled on 
December 9, 2014 by several plaintiffs \\'ho alJcgcdly suffered cconontic losses, loss of use of property and tap 
water or other specified adverse consequences as a result of the Frccdo1n Industries spill, on behalf of a purported 
class of all persons and businesses supplied \Vith, using, or exposed to \Vatcr conta1ninated with Crude MCHM 
and provided by WV A WC in Logan, Clay, Lincoln. Roane. Jackson, Boone, Putna1n. and Kanawha Counties and 
the Culloden area of Cabell County, West Virginia as of January 9, 2014. The consolidated cotnplaint nan1e.s 
several individuals and corporate entities as defendants, including the Arnerican Water Defendants. The plaintiffs 
seek unspecified damages for alleged business or econon1ic losses; unspecified damages or a n1echanism for 
recovery lo address a variety or alleged costs, loss of use or property. personal injury and other consequences 
allegedly suffered by purported class rne111bers: punitive darnages and certain additional relief, including the 
establisl11nent of a 1nedical monitoring program to protect the purported class n1e1nbers fron1 an alleged increased 
risk of contracting serious latent disease. The A111crican Water Defendants have each filed an answer to the 
consolidated co1nplaint. The Cnn1pany individually, and A WWSC and WV A WC together, filed n1otions to 
dismiss the consolidated con1plaint. Briellng on these 111otiuns \Vas co1nplete<l on January 28, 2015. 

Additionally, investigations \vith respect lo the n1atter have been initiated by the Che1nical Safety Board, the 
U.S. Atton1ey's Office for the Southern District of\\7esl Virginia, the West Virginia Attorney General, and the 
Public Service Cornmission of West Virginia (the '·PSC"). As a result of the U.S. Attorney's Office investigation, 
on Dccen1bcr 17, 2014. four f orn1cr Frccdo1n Industries officers (three of \Vhon1 also were former owners of 
Frcedo1n Industries). \Vere indicted for, :unong other things, negligent discharge of a pollutant in violation of the 
federal Clean Water Act. These executives arc also facing additional federal charges rcsu!Ling fron1 a 13-counl 
superseding indictn1ent issued by a grand jury on January 21, 2015. In addition, information charges were filed 
against Freedom Industries for, an1ong other things, negligent discharge of a pollutant in violation of the Clean 
\\'ater Act, and against the fonner plant 1nan•1ger of Frccdon1 Industries' Elk River facility and one of the 
individuals responsible for environn1ental con1pliance at Frcedorn Industries for violating the Clean Water Act. 

On May 21, 2014, the PSC issued an Order initiating a General Invcsligation into certain matters relating to 
\VY A \VC's response to the Frccdo111 industries spill. Thri:c parties have intervened in the proceeding, including 
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the Consu1ncr Advocate Division of the PSC and t\VO attorney-sponsored groups, including one sponsored by 
sonic of the plaintiffs' counsel involved in the civil litigation described above. WV A WC has filed testimony 
regarding its response to the spill and is subject to discovery from PSC staff and the intervenors as part of the 
General Investigation. Several disputt.:s have arisen bct\vccn the \VV A WC and the inlervenors regarding, :.unong 
other things, the scope of the discovery and the maintenance of confidentiality \Vith regard to certain \VV A WC 
en1crgcncy planning documents. Jn addition, the in1crvcnors and PSC staff filt.:d expert tcstiinony in support of 
their assertions that WV A \VC did not act reasonably \Vith respcc.·t to the Frccdont Industries spill, and \\IV A WC 
has asserted that son1e of 1he tcsti1nony is outside the scope of the PSC proceeding. The PSC has deferred setting 
u revised proceJurul schedule and hus not set a final hearing date on the mauer. 

The Co111pany, WV A WC and the other Co111pany-affiliated entities na1ned in any of the la\vsuits believe rhat 
V./V A \VC has responded appropriately to, and has no rcsponsihility for, the Freedom Industries spill and the 
Cu1npany, \\7V A \VC and other Co1npany-affiliatcd entities na1ncd in any of the ht\\'suits huvi.: valid, 111critorious 
defenses to the lawsuits. The Con1pany. WV A \VC and the other Con1pany affiliated entities intend to vigorously 
contest the hl\vsuits. Nevertheless, an adverse outcome in one or more of the lawsuits could have a material 
adverse effect on the Con1pany' s financial condi1ion. results of operations, cash flows, liquidity and reputation. 
Moreover, \VV A \VC and the Con1pany arc unahlc to predict the outcome of the ongoing govern1ncnt 
investigations or any legislative initiatives that rnight affect water utility operations. 

Generlll 

Periodically, the Con1pany is involved in other proceedings or litigation arising in the ordinal)' course or 
business. We do not believe that the ulti1natc resolution of these matters \Vill materially affect the Co1npany·s 
financial position or results of operations. I"Jo\vcvcr. litigation and other proceedings arc subject to inany 
uncertainties, and the outcon1e of individual niatters is not predictable \Vith assurance. It is possible that sonic 
litigation and other proceedings could be decided unfavorably to us, and that any such unfuvorablc decisions 
could have a 1natcrial adverse effect on the Company's business, financial condition, results of operations, anc.l 
cash tlo\VS. 

ITEM 4. Mine Safety Disclosures 

Not applicable 
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PART II 

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY. RELATED STOCKHOLDER 
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES 

Since April 23. 2008. our common stock has traded on the NYSE under the symhol "'A WK." As of 
Fehntary 19, 2015. there \\'Cre 179,787, 780 shares of common stock outstanding and approxinHttely 2, 150 record 
holders of con1n1011 stock. Holders of the Company's common stock are entitled to receive dividends \Vhcn they 
are declared by the Board of Directors. When dividends on con11non stock are declared. thi.::y arc usually paid in 
f\1arch, June, Scptl!n1bcr and Deccrnbcr. Future dividends arc not guaranteed by the Co1npany and will be 
dependent on future earnings. financial rcquirernents, contractual provisions of debt. agrcc1ncnts and other 
relevant factors. 

The following table sets forth the per-share range of the high and lo\V closing sales prices or our co1n1non 
stock as repone<l on the NYSE and the cash dividends paid and declared per share for the years ended 
Deccmher 31, 20 I 4 and 20 I 3. 

2014 21113 

First Second Third Fourth First Second Third Fourth 
Quarter Quarter Quarter Quartl'r Year Quartl'r* Quarter Quarter Quarter Ye'1r 

Dividends paid per 
common share .... s 0.28 $ 0.31 $ 0.31 $ 0.31 s 1.21 s 0.00 $ 0.28 $ 0.28 $ 0.28 $ 0.84 

Dividend declared per 
cornmon share $ 0.00 $ 0.31 s 0.62 $ 0.31 s 1.24 s 0.00 $ 0.28 $ 0.56 $ 0.28 $ I. I 2 

Price range or 
co1n1non stock 

-High ........ 545.56 $49.45 $50.6 I $55.86 $55.86 $41.44 $42.74 $43.50 $43.49 $43.50 
-Low ......... $41.16 $45.16 $46.41 $47.92 $41.16 537.33 $39.40 $39.90 $39.13 $37.33 

* The dividend that \\'ould have normally been paid in the first quarter of 2013 \Vas paid on Decen1hcr 28, 2012 
to allo\v shareholders lo take advantage of the existing 2012 tax rates. 

Jn Febn1ary 2015, our Board of Directors authorized a con1n1011 stock repurchase progra111 for the specific 
purpose of providing a vehicle to 111ini1nize share dilution lhat occurs through its dividend rci11vcstn1ent, 
ernployee s!ock purchase and executive co1npensation programs. The progran1 \Vill allo\\! the Cotnpany Lo 
purchase up to IO million shares of its outstanding con11no11 stock over an unrestricted period of 1i1ne to n1anage 
dilution. 

For information on seL'.Uritics authorized for issuance under our equity con1pensatinn sec ··rtc111 12-Sccurity 
Qv,:nership of Certain Beneficial Owners and Managernent and Related Stockholder Matters." 

ITEM 6. SELECTED FINANCIAL DATA 

For the Years Ended Decc1ubcr 31, 

2014 2013 2012 2011 2010 

Hn thousands, except per share data) 

Statc1ncnt of operations data: 111 

Operating rc\'cnucs .................. . $3,011,328 $2.878.936 $2.853,926 $2.641 ,592 $2,535, 13 I 
Operating incornc .................... . $1 ,002,576 $ 948,316 $ 924,104 $ 801 ,639 $ 728,951 
Incon1e fro1n continuing operations ...... . $ 429,841 $ 370,844 $ 373.602 $ 303.472 $ 255,45 I 
Incon1c fron1 continuing operations per basic 

con11non share ..................... . $ 2.40 $ 2.08 $ 2.12 $ 1.73 $ 1.46 
Tncon1e fron1 continuing operations per 

diluted con1111on share ............... . $ 2.39 $ 2.07 $ 2.10 $ 1.72 $ 1.46 
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Balance sheet data: 
Cash and cash equivalents .......... . 
Utility plant and property, net of 

depreciation ................... . 
Total assets .............. . 
Shorr-tern1 and long-ten11 debt ...... . 
Rcdee1nablc preferred stock ........ . 
Total debt and rcdcc111ahle prcfc1Tcd 

stock ........................ . 
Common stockholders' equity ...... . 
Prefcn·cd stock \Vithout 1nandatory 

rcdc1nption rcquircrnents ......... . 
Total stockholders' equity .......... . 

Other data: 
Cash flows provided by (used in): 
Operating activities ............... . 
Investing activities \2) .•••••.•.•..•• 

Financing activities r:!.1 •••••••••••••• 

Construction expenditures, included in 
investing activities .............. . 

Dividends paid per cornn1on share Ol 

Dividends declared per comn1on 
share 1·1) ••••••••••••••••••••• 

2014 

$ 23,080 

$12,899,704 
$16, 130,956 
$ 5.942,186 
$ 17,151 

$ 5,959,336 
$ 4,915.591 

$ 
$ 4,915,591 

2014 

$ 1,097,287 
$ ( 1.013,989) 
$ (87,182) 

$ (956, I I 9l 
$ 1.21 

$ 1.24 

As or Deccnthcr 31, 

21113 2012 2011 

(In thousands) 

$ 26,964 s 24,433 s 14,207 

$12,244,359 $11.584,944 $10.872,042 
$15,088.142 $14.718.976 $14.776,391 
$ 5,855,712 s 5,574,763 $ 5,882.956 
$ 18,827 s 20,511 $ 22,036 

$ 5,874,539 $ 5,595,274 $ 5,904,992 
$ 4.727.804 $ 4,443.268 s 4.235,837 

$ s 1.720 s 4,547 
$ 4,727,804 s 4,444,988 $ 4,240,384 

For the \'curs Ended Dece1uher 31, 

2013 2012 2011 

(In thousands, except per share data) 

896, 162 s 955,598 s 808,357 
(1,053,294) s (382,3561 s (912.397) 

159,663 s (563,016) $ 105,135 

2tlltl 

$ 13,I 12 

$10,241,342 
$14,086,246 
$ 5,658,473 
$ 22,794 

$ 5,681,267 
$ 4,127,725 

$ 4,547 
$ 4.132,272 

20t0 

s 774,933 
$ (746,743) 
$ (37,334) 

(980,252) $ (928.574) $ (924,858) $ (765,636) 
$ 0.84 $ 1.21 $ 0.90 $ 0.86 

$ 1.12 s 0.98 s 1.13 $ 0.86 

(I) This inf orn1ation has been restated to renect the i1npacl of discontinued operations. as applicable. See Note 
3 of the Consolidated Fin;:1ncial Staten1ents for additional details on our discontinued operations. 

(2) The a111ount for the year ended Decen1hcr 31. 2012 includes net proceeds fro1n the sale of our Arizona, Ne\\' 
tv1exico and Ohio suhsidiarics of approxim:itely $561 million, \Vith the majori1y of it used to pay do\vn 
shurt-tenn debl. For further infonnation. see "Ilem 7-Managc111cnt Discussion and Analysis­
Consolidatcd Results of Operations." 

(3) 2012 includes one additional dividend payn1ent of $0.25 per con1n1on share paid on Dcccn1hcr 28. 2012 to 
shareholders of record as ofDcccn1bcr 20. 2012 to allo\v them to take advantage of the existing 2012 tux 
rates. 

(4) fncluded in 2011 \VHS a change in the tin1ing of dividend declarations. As a result, five dividend declarations 
\Ven.:: 1nadc during 2011. 

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS 

The follrnving discussion should be read together \Vith the financial state111e11ts and the notes thereto 
included clsc11·here in this f"'onn 10-K. This discussion co11tai11sfo111•ard-/ooki11g state111e11ts that are based OT! 
111a11age111ent's currc11t expectations, cstin1ates a11d pr<~jections a hour our business, operations and fi11a11cial 
1n•1fo111u111c(!. The cautionary state111ents 11uuh' in this Forni /0-K should be read as applying Io all rela!ed 
font•ard-looki11g s1ate111e11ts \Vhenerer they appear in this Fann 10-K. Our actual results 111ay differ n1atcrially 
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ji·o111 those currentf.v anticipated and expressed in suclljfJnvard-looking state111en1s as a result ofa 11u1nher (~F 
}'actors, including those \Fe discuss under "Risk Factors" and elseivhere in this Forni 10-K. You should read 
"Risk Factors" and "Fonvard-looking Statenu•nts." 

Exccuti,·c Ovcrvic\\' 

General 

Atnerican \Valer Works Cornpany, Inc. (herein referred to as "Arnerican \Vater" or the "Con1pany") is the 
largest invcstor-o\vncd United States \Vatcr and \Vastc\Vater utility company, as n1casured both by operating 
revenues and population scr..•ed. Our approxi1nately 6,400 cn1ployees provide drinking water, waste\Vatcr and 
other water related services to an estimated 15 niillion people in 47 states and in one Canadian province. Our 
pli111ary business involves the ownership of water and waste\Vater utilities that provide water and wastewater 
services to residential. comn1crcial. industrial and other custon1crs. Our Regulated Businesses that provide lhcsc 
services are generally suhject to economic regulation hy state regulatory agencies in the states in which they 
operate. The fe<lcral government and the states also regulate environmental, health and safety and \Valer quality 
rnatters. Our Regulated Businesses provide services in 16 states and serve approximately 3.2 million customers 
based on the nu1nber of active service conneclions to our \Vater and wastewarer networks. \Ve report the results of 
these businesses in our Regulated Businesses segn1cnt. We also provide services that are not subject to econon1ic 
regulation by state regulatory agencies. We report the results of these businesses in our Market-Based Operations 
segn1ent. 

Jn 2014, \Ve continued the execution of our strategic goals. Our con1mitmcnt to gro\vth through invcsttncnt 
in our regulated infrastntcturc and expansion of our regulated custon1er base and our Tv1arkel-Based ()pcrations, 
con1hincd \Vith operational excellence Jed to continued irnprovc111cnt in regulated opcr,1ting efficiency, improved 
pcrforn1ancc of our Market-Based Operations, and enabled us to provide increased value to our customers and 
investors. During the year, we focused on gro\vth, addressed regulatory lag, made n1orc efficient use of capital 
and in1provcd our regulated operation and niaintenance ("O&M") efficiency ratio. 

2014 Fi11a11cial Results 

For the year ended Dccen1ber 31. 2014, \Ve continued to increase net inco1ne, while 111aking significant 
capital investlncnt in our infrastructure and i1nplc1ncnting operational efficiency i1nprovc1nents lo keep custon1cr 
rates affordable. Highlights of our 2014 operating results compared to 2013 and 2012 include: 

2014 2013 2012 

Incon1c frorn continuing operations ... _ ............ . s 2.39 $ 2.07 $ 2.IO 
-- --- ---

lncon1e (loss) fron1 discontinued operations, net or tax .... . S(0.04) $(0.01) .$(0.09) 

Diluted earnings per share ........... _ ...... _ ..... . s 2.35 $ 2.06 $ 2.01 
--- --- ---

Co11ti11ui11g Operations 

lncon1e from continuing operations included 4 cen!s per diluted share of costs resulting from the Freedon1 
Industries chemical spill in \Vest Virginia in 2014 and included 14 cents per diluted share in 2013 related lo a 
tender offer. Earnings fron1 continuing operations, adjusted for these two itc1ns, increased 10%, or 22 cents per 
share, rnainly due to favorahle operating results frorn our f{cgulated Businesses scgrncnt due to higher revenues 
and lo\vcr operating expenses, partially offset by higher depreciation expenses. Also contributing to the overall 
increase in incon1e fro1n continuing operations \Vas lo\vcr interest expense in 2014 co1npared to the sarne period 
in 2013. 
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Discontinued operations 

In the fourlh quarlcr of 2014, \VC sold our 1"crratcc line of business, \Vhich \Vas part of our Market-Based 
Operations segn1ent. The loss fron1 discontinued operations, net of tax reflected in the 2014 finant:ial results 
includes Lhc loss on the s:.tle, ;.1n income tax valuation allowance an<l the 2014 operating results of the entity prior 
to the sale. 

Also, as part of our portfolio optiTnization initiative, the sales of our regulated subsidiaries in Arizona, Nc\v 
Mexico and Ohio were con1plctcd during 2012. Discontinued operations include the gain/loss on sale, as well as 
the operating results of these subsidiaries. 

Sec "Consolidated Results of Operations and Variances" and "Segment Results" belo\v for further detailed 
discussion of the consolidated results of operations, as well as our business seg1nents. All financial information in 
this l\1anagen1ent' s Discussion and Analysis of Financial Condilion and H.csults of Operations ("'MD&A ") 
reflects continuing operations, unless othenvisc noted. Sec Note 3 to Consolidated Financial Staten1cnts for 
further details on our discontinued operations. 

Making Efficient Use of Capital 

\Ve invested approximately $1 billion and $950 n1illion in Con1pany-funded capital in1proven1ents in 2014 
and 2013, respectively. These capital invest1nenls are needed on an ongoing basis to comply \Vith existing and 
ne\v regulations, renc\v aging trcatrncnt and nct\vork assets, provide capacily ror ne\v gro\Vlh and ensure systen1 
reliability, security and quality of service. The need for continuous invesunent presents a challenge as \Ve \\'Ork to 
balance inveslinent needs with customer affon.lability. In addition, the potential for regulatory lag, or the delay in 
recovering operating expenses niay in1pact the level of our capital investtnenls. 

Expa11di11g Markets a11d Developi11g New Offerings 

During 2014. our Regulated Businesses con1pleted the purchase of five regulated waler systen1s, rive 
regulated \Vaste\vater systen1s and three regulated \Valer an<l wasle\vater syste1ns. These acquisitions added 
approximately 2.100 \Vat er customers and 2,400 \Vastc\vatcr custon1ers to our regulated operations. During 2014, 
our Mililary Services Group will1in our Market-Based Operations segn1ent was a\varded two U.S. n1ilitary 
contracts. In January 2014, it \Vas a1.var<led a contract for operation and n1aintenance of the water and wasle\Vatcr 
systcn1s at Hill Air Force Base in Utah. In August 2014, the f\1ilitary Services Group \\'ilS a\varded a contract for 
operntion nnd niaintenance of the water and waste\Vatcr systc1ns Lit Picatinny Arsenal in New Jersey. During 
2014, our Hon1eo1.vners Services Group ("HOS") began offering its \Valer and sewer line protection progran1s in 
eight new states. Additionally. Orlando Utilities Co1nmission ("OUC") a\Varded HOS a contrat:t to be OLTC"s 
exclusive provider of service line protection progrL11ns. This contract enables FJOS to rnarket its \Valer line, sewer 
line, in-home plumbing, interior electric. surge. con1n1ercial waler line and co1111nercial sewer line protection 
programs to OUC's 234,000 custon1ers. fn 2014, HOS also launched its interior electric prograrn and continued 
to develop ne\V products and scn··ices to better rneet custo1ner needs. 

On Noven1her4, 2014 voters in Haddonfield. Ne\V Jersey. Arnold. Missouri and Russiaville, Indiana 
approved refcrcndun1s for us to purchase their \Vater and/or \Vaste\vater assets. Following regulatory approval and 
financial close, these three acquisitions \Vill add approxin1atcly 19,000 custon1ers to the company's regulated 
footprint. Additionally, in February, 2015 our Illinois subsidiary entered into an agreernent lo purchase the City 
of rvtt. Vernon's \Vater and wastewater systerns, which serves about 6,600 custo1ner connections. 

l'o11ti1111i11g l1nprove11zent in 0&1\1 Efficiency Ratio for our Regulated Businesses 

We continued to in1provc on our O&tvf efficiency ratio during 2014. Our 0&1v1 efficiency ratio \Vas 36.?'k 
for [he year ended Decemhcr 31, 2014 co1nparcd to 38.5')(i and 40.79(; for the years ended Decernher 31. 2013 
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and 2012, respectively. The i1nprove1ncnt in our 2014 0&!\1 efficiency ratio in 2014 was principally attributable 
to the increase in our Regulated Businesses' revenues as \Vcll as a decrease in adjusted O&M expenses cornpared 
to the san1e period in 2013. 

Our O&M efficiency ratio (a non-GA1\P nleasure) is defined as our regulated operation and 1naintcnance 
expense di\'idcd by regulated operating revenues. where both O&M expense and operating revenues arc adjusted 
ro eliminate purchased \Vatcr expense. We also excluded fro1n operating revenues and O&M expenses the in1pact 
fro1n \\'Cather and the \Vest Virginia Frcedon1 Industries ehen1ical spill. Additionally, fron1 the O&M expenses, 
we exclude the allocable portion of non-O&M support services cost, mainly depreciation and general taxes that 
arc reflected in the Regulated Businesses scg111enl as O&M costs but for consolidated financial rcporting 
purposes arc categorized \Vithin other lines in the State111ent of Operations. 

!\1anagcmcnt believes that this calculation helter reflects lhe Regulated Businesses segment's O&M 
efficiency ratio. We evaluate our operating performance using this measure, as it is the prin1ary measure of the 
efficiency of our regulated operations. This inforn1ation is intended to enhance an investor's overall 
understanding of our operating performance. 0&1\.1 efficiency ratio is not a rneasure defined under GAAP and 
n1ay not he comparable to other con1panies' operating n1casurcs or dcen1cd more useful than the GAAP 
inforn1ation provided clse\vhere in this report. The following table provides a reconciliation bet\veen operation 
and maintenance expense and operating revenues, as dctcrn1ined in accordance with GAAP, and to those 
an1ounts utilized in the calculation of our C)&f\.1 efficiency ratio for the years ended Deccn1ber 31, 2014, 2013 
and 2012: 
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Regulated O&M Efficiency Ratio (a Non-GAAP Measure) 

Total O&M expense ..................... . 
Less: 

O&M expense-Market-Based 
Operations ....................... . 

O&M expense-Other ............... . 

Total Regulated O&M expense ............. . 
Less: 

Regulated pun;hased water expense ..... . 
Allocation of internal O&M costs ....... . 
In1pact of \Vesl Virginia Freedom 

Industries chcn1ical spill ............ . 
Estitnated in1pact of \Veather (rnid-point of 

range) ........................... . 

Adjusted Regulated O&M expense (a) ....... . 
Total Operating Rcvi.::nucs ................. . 
Less: 

Operating revenues-I\!1arket-Based 
Operations ....................... . 

Operating revenues-Other ............ . 

Total Regulated operating revenues ......... . 
Less: 

Regulated purchased \Valer expense* 
Plus: 

In1pact of West Virginia Frccdo1n 
Industries chen1ical spill ............ . 

Estin1ated in1pact of \Vcather (1nid-point or 
range) ........................... . 

Adjusted Regulated operating revenues (b) ... . 

Regulated O&M efficiency ratio (a)/(b) ...... . 

1:or the Years Ended Dccc1nhl'r 31, 

2014 21113 2lll2 

(In thousands) 

Sl,349.864 Sl.289,081 Sl.329,500 

289,395 240,610 256,269 
(51,038) (56,973) (56,755) 

l,l I l.5Cl7 I, 105,444 1,129,986 

121,301 111,119 110,173 
38,985 34,635 35.067 

I 0,438 

(1,762) ( 1.687) 4.700 

s 942,545 s 961.377 $ 980,046 
$3,011,328 $2,878,936 $2.853,926 

354,679 302,541 307,366 
(17,680) (17 ,523) (17,874) 

2,674,329 2,593,918 2,564,434 

121,301 111,119 110.173 

1.012 

16,785 15,625 (47,400) 

$2,570,825 $2,498,424 $2,406.861 

36.7% 38.5% 40.7£} 

* Note calculation assumes purchased water revenues approxilnate purchased \Valer expenses. 

Addressing Regulatory /..11g 

In 2014, additional annualized revenues fro1n general rate cases amounting to $43.7 n1illion, including step 
increases totaling $5.7 111illion, bcca111c effective. Also, in 2014, \Ve \Vere granted $34.6 million in additional 
annualized revenues, assu1ning constant sales volutne, from infrastn1cturc charges in several of our states. 

On Novc1nber 21, 2014. \Ve reached ;1 stipulation and settlen1ent agreen1ent related to our rate 1.:asc \Vith the 
Indiana Office of the Utility Consun1ers Counselor. 'fhis agrec1ncnt \Vas suhn1ilted to the Indiana Utility 
Regulatory Co1n1nission for consideration. On January 28, 2015, the PUC issued their order \Vhich provides 
additional annualized rcvt!nUcs totaling $5. l n1illion effective as of January 29, 2015. 

On February 19. 2014, the Con1pany, the Oflicc of Ratepayer Advocate and other intervcnors sub111iucd an 
an1ended settlen1en1 of $24.0 rnillion that includes a test year 2015 revenue requirement increase of $12.7 tnillion 
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frorn lhe July 2013 filing date. The settle1ncn1 also provides for escalation and attrition adjust1ncnts in 2016 and 
2017 of$5.0 n1illion and $6.3 mi11ion, respectively. The agreement is pending regulatory approval nnd is subject 
to change. 

On October 29, 2014, our 1'ennessee subsidiary filed for additional annualized revt!nues fron1 infrasuucture 
charges in the an1ount of $2.4 1nillion, as adjusted. 

In the fourth quarter of2014, we filed two general rate cases. On Noven1her 14, 2014. our Kentucky 
subsidiary filed a general wastewater rate case requesting an additional $0. l million in annualized revenues. On 
Deccn1ber 19, 2014, our Maryland subsidiary filed a general rate case requesting an additional S0.8 million in 
annualized revenues. 

On Junuary 9, 2015, our Nc\V Jersey ;.;ubsidiary filed a general rate case requesting additional annualized 
revenues of $6(l.2 111illion. Additionally, annualized revenues of $9.4 111illion and $6.4 million resulting in 
infrastructure charges in our Ne\V Jersey and Illinois subsidiaries, respectively, becan1e eff ectivc in 2015. 

In total, as ofFchruary 20, 2015, \Ve arc a\vaiting final orders in four state5 requesting additional annualizi.!d 
revenues of approxin1ately $91. 1 n1illion, for general rate cases, and the $2.4 million in additional annualized 
revenues in Tennessee for infrastructure charges. 

Other 1natters 

ivcst Vir~h1ia Event 

On January 9, 2014, a chernical storage tank o\vned hy Freedon1 Industries, Inc. leaked 4-
mcthylcyclohcxane methanol, or MCHM, and PPH/DiPHH, a mix of polyglycol ethers. into the Elk River near 
the WV AWC trcauncnt plant in Charleston, West Virginia. As a result of this event. incon1c after inco1nc taxes 
for the t\velve n1onths ended Dece1nber 31, 2014 \Vas reduced hy $7 .0 n1illion or $0Jl4 per share. See Part 1, 
Itc1n 3, "Legal Proceedings" in this repo11 for infonnation regarding litigation and an investigation by the Public 
Service Conunission of \Vest Virginia relatjng to the Frecdo1n Industries chen1ical spill. The Con1pany and 
\\'V AWC believe that \VY A \VC has responded appropriately to, and has no responsibility for, the Frccdon1 
In<lusllies chcn1ical spill. nnd the Con1pany, WV A WC and other Con1pany affiliates have valid, 1ncritorious 
defense:-; to the lawsuits. Nevertheless, an adverse outco1nc in one or more of the lawsuits could have <1 n1atcrial 
adverse effect on our financial condition, results of operations, cash flo\VS, liquidity and reputation. Moreover, 
\\T\T A \VC and the Con1pany are unable to predict the outcome of the ongoing governn1ent investigations or any 
legislative initiatives that nlight affect water utility operations. 

2015 mid Beyond 

Our funire rcsulls are anchored on live central the111es \Vith custo111ers at the center of all \ve do. These rive 
central themes arc: 

Cus10111ers 

Safety 

Our focus continues to concentrate on our custotncrs by achieving custo1ner satisfaction and service 
quality targets. Jn addition, \Ve \Vill continue tu balance our infrastructure invcstn1cnt needs \Vith the 
a!Tordability in1pact on cus1on1cr bills. 

Our focus continues on driving safety in everything that \Ve do. Our safety focus includes safety of 
e1nployccs, custon1ers and the public. \Ve have niade safety a core value of our cornpany. 
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People 

Groivtli 

Our focus un employees and our culture is paran1ount tu our success going fonvan.I. \Ve intend to focus 
on ensuring \Ve have strong relationships \Vith our union represented employees, effective training and 
dcvelopn1ent and diversity of our workforce. 

We expect to invest $6 hill ion over the next five years, \Vith $1.2 billion in 2015, as folfo\vs: 

Capital investment 10 in1prove infrastructure in our Regulated Businesses of $5.2 billion, with 
$1.1 billion expected in 2015. 

Growth from ncquisitions in our Rcgulntcd Businesses to expand our \Valer and \Vastewater 
custo1ner base of $540 rnillion. 

Gro\vth in our Market-Based businesses fro1n ne\v core growth, expanded n1arkets and ne\\' 
offerings. and evaluate potential opportunities to assist the shale industry in the delivery of water 
10 support their processes. We have cstin1atcd strategic capital of $230 1nillion. 

Technology & Operutional Ej]iciency 

Continued commillnent to operational efficiency, technology innovation and cnvironn1ental 
stc\vardship. \Ve intend to continue to 111odcrnizc our infrastn1cturc and focus on operational 
cfTicicncics, \Vhilc bolstering a culture of continuous improvement. We have set a goal to achieve an 
0&1\1 efficiency ratio equal to or belo\V 34%, by 2020. In regards to environn1ental sustainability, \Ve 

arc comrniHcd to maximizing our protection of the cnviron111cnt, reducing our carbon and \Vastc 
footprints and \Vater lost through leakage. 

We arc con1n1ittcd to operating our business responsibly and tnanaging our operating and capital costs in a 
111anncr that bcncfits our custonH!TS and produces value for our shareholders. We arc con1111ittcd to an ongoing 
strategy that leverages processes and technology innovation to 111akc ourselves 1non: effective and efficient. 
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Consolidated Results of Operations 

The follo\Ving table sets forth our consolidated statement of operations data for the years ended December 31. 
2014, 2013 and 2012: 

\'cars Endl•d Dccc1nhcr 31, 

2014 2013 2012 

(In thousands, CXl'cpt per share data) 

Operating revenues ............... , ......................... . $3,011.328 $2,878.936 $2,853,926 

Operating expenses 
Operation and n1aintenancc ............................... . 1,349,864 1,289,081 1,329,500 
Depreciation and amortization ............................ . 424,084 406,717 380,402 
General taxes .......................................... . 236,732 234,198 220,758 
(Gain) loss on asset dispositions and purchases ............... . ( 1,928) 624 (838) 

Total operating expenses, net .............. . 2,008,752 1,930.620 1.929,822 

Operating inco111c .......................................... . 1,002,576 948,316 924.104 

Other incornc (expenses) 
Interest, net ........................................... . (297,818) (308,164) (310,794) 
Loss on cxtinguishment of <lebt ........................... . (40,583) 
Allo\vancc fnr other funds used during construclion ........... . 9.440 12,639 15,592 
Allo\\'ance for horrO\\'Cd funds used during constntction ........ . 5.838 6,377 7,771 
A1nortization of debt expense ............................. . (7,026) (6,603) (5,358) 
Other, net , ............................................ . (3,196) ( 4,045) (926) 

Total other income (1.!xpcnscs) ................................ . (292,762) (340,379) (293,715) 

Jncotnc fru1n continuing operations before inco1ne taxes ............ . 709,814 607,937 630,389 
Provision for incon1e taxes ................................... . 279.973 237,093 256,787 

Incon1e fro1n continuing operalions ............................ . 429.841 370,844 373,602 
Loss fro1n discontinued operations, net of tax .................... . (6,733) ( 1,580) (15.532) 

Net incon1e ............................................... . $ 423,108 $ 369,264 $ 358.070 

Other con1prchensivc inco1ne (loss), net of tax: 
Change in c1nployee henefit plan funded status. net of tax of 

$(29,487), $46,974 and $(16,894), respectively ............. . $ (46,119) $ 73.472 $ (26,425) 
Pension <Hnortizcd to periodic benefit cost: 

Prior service cost, net of tax of$ I 06, $1 11 and S 113, 
respectively ................................ . 166 174 176 

Actuarial (gain) loss, net of tax of$( 19), $5,697 and $4,668, 
respectively ..................................... . (31) 8,911 7,301 

Foreign currency tr.inslation adjusunent .......... , .......... . (458) (1,001) 434 
Unrealized loss on cash flo\v hedge, net of tax of $(428) ........ . (791) 

Other comprehensive inco1ne (loss) , ........................... . (47,233) 81,556 (18,514) 

Comprehensive incon1e ...................................... . $ 375,875 $ 450,820 $ 339,556 

Basic ca111ings per share: (a) 
Inco1ne fron1 continuing operations $ 2.40 $ 2.08 $ 2.12 

Loss fron1 discontinued operations, net of tax ................ . $ (0.04) $ (0.01) $ (0.09) 

Net incornc ........................................... . $ 2.36 $ 2.08 $ 2.03 
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Years Ended Dece1nher 31, 

2014 2013 2012 

(In thousands, CXCl~IJl per share data) 

Diluted earnings per share: (a) 
lncomc from continuing operations $ 2.39 $ 2.07 $ 2.10 

Loss frotn discontinued operations, net of tax $ (0.04) s (0.01) $ (0.09) 

Net incon1c ........................................ . $ 2.35 $ 2.06 $ 2.01 

Average common shares outstanding during the period 
Basic ..................................................... . 178,888 177,814 176.445 

Diluted ............................. . 179.806 179,056 177,671 

Dividends declared per con1n1011 share ........ . s 1.24 $ 1.12 $ 0.98 

(a) A1nounts n1ay not su1n due to rounding. 

Compariso11 ~f co11so/idated Results of Operatio11sfor the Years Ended December 31, 2014 a11d 2013 

Operating revenues. Consolidated operating revenues for the year ended December 31, 2014 increased 
$132.4 n1illion, or4.61JO, compared to the san1e period in 2013. This increase is the result of higher revenues in 
our Regulated Businesses of $80.4 n1illion. \Vhich \Vas mainly attributable to rate increases, incremental revenues 
from surcharges and balancing accounts and acquisitions parlially offset by reduced consun1p1ion in 2014. Also 
cnntrihuting to the higher revenue was a $52.1 1nillion increase in our f\1arkct-Based Operations seg1nent The 
pri1nary drivers were incremental revenue fron1 contract gn1\v!h in HOS, and for our military contracts. price 
redctcnninations and increased construction project activity with the largest increase due to the Fort Polk 
wastewater treatn1cnt plant project awarded in late 2013. For further inforn1ation sec the respective "Operating 
Revenues" discussions within 1he '"Segment Results.,. 

Operation and 111ainte11a11ce. Consolidated operation and nutintcnancc cxpcnsc for the year ended 
December 31, 2014 increased $60.8 111illion, or 4.7S1r. con1pared to 2013. 1l1e increase is pri1nalily due to an 
increase in our Market-Based Operations segment of $48.8 1nillion principally as a result of incre1nental costs 
related to the incrca.scd activity under our 111ilitary contracts, corresponding with the increased revenue. Also, our 
Regulated Businesses' costs increased by $6. l rnillion principally due to incrt!ased production costs, 
uncollcctible expense. n1aintenancc expenses and costs associated with thi: Freedon1 Industries chen1ical spill in 
\Vest Virginia partially offset by lower cn1pJoycc-rclatcd costs. For further information sec the respective 
"Operation and Maintenance" discussions \Vi thin the .. Segment Results:' 

Deprt•ciatio11 and a111ortizatio11. Depreciation and a1nortization expense increased by $17 .4 n1illion, or 
4.3rlc, for the year ended Dcccn1bcr 31, 2014 con1parcd to the sa1ne period in the prior year as a result of 
additional utility plant placed in service, including our Cu.stonier Information and Enterprise Asset Management 
.sy.ste1ns that \Vere placed into service during the second and fourth quarters of2013. 

Other i11t·o111e (expenses). Other expenses decreased by $4 7 .6 n1illion, or 14.0£?~, for lhc year ended 
Dcce1nbcr 31, 2014 con1pared to the san1e period in the prior year. This decrease is principally attributable to the 
recognition of a pre-tax loss on debt cxtinguishn1ent in 2013 or $40.6 111illion in connection with the cash tender 
offer for our 6.085ck Senior Notes due 2017. Also contributing lo the decrease \Vas a reduction in interest 
expense resulting fron1 inten:st savings as 01 result of our 2014 and 2013 refinancings, offset by a reduction in 
allo\Vance for funds used during construction ( .. AFUDC") \vhich is 111ainly attributable to our Custon1er 
Infonnation and Enterprise Asset t\1anage111ent systen1s being placed into service in the second and fourths 
quarters of2013. 
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Provision/or i11co111e taxes. Our consolidated provision for incon1c taxes increased $42.9 1nillion, or 18.19'<i, 
to $280.0 1nillion for the year ended Dcce1nbcr 31, 2014. 1'he effective lax rates for the years ended 
Dece1nber 31, 2014 and 2013 \Vere 39.4(k and 39.or;;;, respectively. The rate for the year ended Dece111ber 31, 
2013 includes a $3.0 1nillion tax benefit associated \Vilh a leg.ii structure reorganization within our Market-Based 
Operations segn1cnt. This strategic restructuring allo\ved us to utilize state net operating Joss carryforwards, 
\Vhich without the restructuring most likely \vould not have been utilized prior to their expiration. 

Loss fro111 discontinued operations, net of tax. As previously noted, the financial results of our Te1Tatec line 
of business \Vithin our Market-Based Operations segn1ent \V;:is classified as discontinued operations for all 
periods presented. The sale of Terra tee \\'as co111plcted in the fourth quarter of 2014. The increase in the loss from 
discontinued operations, net of tax is prin1arily related to lhc after-tax loss recorded on the sale of $2.3 rnillion 
and lo\ver operating results in 2014 co1nparcd to 2013. 

Comparison of consolidated Results of Operations for the Years Ended December 31, 2013 and 2012 

Operating revenues. Consolidated operating revenues for the year ended Dccc1nbcr 31, 2013 increased 
$25.0 million, or 0.9o/c, con1pared to the s.an1e period in 2012. "fhis increase is the result of higher revenues in our 
Regulated Businesses of $29.5 n1illion, \Vhich \Vas n1ainly attributable to rate increases partially offset by 
decreased consumption, primarily related to \Veather. For further infonnation see the respective ''Operating 
Revenues" discussions within the ··segrncnt Results . ., 

Operation and 111aintena11ce. Consolidated operation and 1naintena11ce expense for the year ended 
December 31, 2013 decreased $40.4 million, or 3.0%. compared lo 2012. This change was mainly attributable to 
a $24.5 1nillion decrease in our Regulated Businesses' costs prin1arily related to a decrease in en1ployee-rclatcd 
costs. prin1arily pension and group insun:incc expense as \Vell as lower preventive n1aintenance expenses. For 
further information sec the respective "Operation and tvtaintcnance" discussions \Vithin the "Seg1nent Results." 

Depreciation and a111ortizatio11. Depreciation and an1ortiz.ation expense increased by $26.3 n1illion, or 
6.9%. for the year ended Dece111bt:r 31, 2013 corr1parcd to the same period in the prior year as a result of 
additional utility plant placed in service including our business transf'onnation project, which accounted for 
$I 0.8 n1iJlion of the incremental expense in 2013. 

General taxes. General taxes expense, \Vhich includes taxes for property, payroll, gross receipts and other 
1niscellaneous iten1s, increased by S 13.4 111illion, or 6.1 <;b, for the year ended Dece1nher 31, 2013 cornparcd to the 
year ended December 31, 2012. This increase was principally due to incrc1nental taxes in the first half of 2013 
associated \Vith the properties acquired in our Ne\V York acquisition in the second quarter of 2012. Also, 2012 
property taxes \Vere lo\vcr due to the recognition of credit adjust1nents in Indiana and rvtissouri \\1hich reduced 
property tax expense in the third quarter of 2012. Lastly, gross receipts taxes were higher in our Ne\V Jersey 
subsidia1y by $3.5 niillion. 

Other inconie (expenses). Other expenses increased $46.7 rnillion, or l 5.9'l'r, f'or the year ended 
December 31, 2013 compared to the san1e period in the prior year. This increase is principally attributable to the 
recognition of a pre-tax Joss on debt cxtinguishment of S40.6 million in connection with the cash tender offer for 
our 6.0859(, Senior Notes due 2017. 1"hc loss consisted of a repurchase pre111iun1 of $39.4 rnillion, transaction 
fees of $0.7 million and a v.•rite-off of' $0.5 million f'or unan1ortized de bl issuance costs. Also contributing lo the 
increase was a reduction in allowance for funds used during construction ("AFUDC") of $4.3 1nillio11 rcsulling 
fron1 decreased construction activities, compared to the san1c period in 2012, including the \Vinding dcnvn of our 
business transforn1ation project. 

Pro11isio11 for i11co111e taxes. Our consolidated provision for inco1nc taxes decreased $19. 7 111illinn, or 7. ?'l'r:, 
to $237.1 n1illion for the year ended Dcccn1hcr 31. 201 .3. The effective tax rates for the years ended 
December 31, 2013 and 2012 were 39.0% and 40. 7%, respectively. The rate for the year ended December 31. 
2013 includes a $3.0 million tax benefit associated \Vi th a legal st111cturc reorganization \Vithin our l\1arkct-Bascd 
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Operations segment. This strategic rcstruccuring allowed us to utilize state net operating loss carryforwards. 
which \Vithout the restructuring mnst likely \Vould not have been utilized prior to their expiration. 

Loss fron1 dist•onlinuetl operations, net of ftlX. As noted above, the financial rcsulls of our regulated water 
and \Vastc\vater syste1ns in Arizona, Ne\V Mexico, Texas and Ohio and our Applied Water 1'-1anage1nent, Inc. 
subsidiary \Vi thin the Market-Based Operations segment have been classified as discontinued operations for all 
periods presented. The loss in 2012 is priniarily cornprised of net losses recorded in connection with the 
disposition of our Arizona. New Mexico and Ohio subsidiaries. 

Seg1nent Results of Operations 

We have t\VO operating scgn1ents, \Vhich are also our reportable segments: the Regulated Businesses and the 
Market-Based Opcn.1tions. These scgrncnls arc dctcnnincd based on how \Ve assess performance and allocate 
resources. We evaluate the pc1t-orn1ance of our scgrncnts and allocated resources based on several factors, \Vith 
the prin1ary 1neasure being incorne fron1 continuing operations before income taxes. 

Regulated /Jusinesses Seg111e11t 

The follo\ving table summarizes certain financial informalion for our Regulated Businesses for the periods 
indicated: 

Operating revenues , . _ ................... . 
Operation and 1naintcnancc expense ......... . 
()pcrating expenses, net ......... , ......... . 
Inco1ne fron1 continuing operations before 

incon1c taxes ......................... . 
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For the Years Ended l>l'cetnber 31, 

2014 2013 2012 

$2,674,329 
I.I 11.507 
1,725,651 

707,449 

(In thousands) 

$2,593,918 
1, 105,444 
1,700,052 

654,834 

$2,564,434 
1,129,986 
1,685,734 

649.117 



Operating Re11e1111es. Our prilnary business involves the ownership of water and wastewater utilities that 
provide services to residential, con1n1crcia1. industrial and other customers. This business is subject to state 
regulation and our results of operations can be impacted signifit:antly by rates authorized by the state regulatory 
conunissions in the states in \Vhich \Ve opcratc. The table below details additional annualized revenues awarded, 
including step increases and assu1ning a constant volun1e, resulting fron1 rate authorizations granted in 2014, 
2013 and 2012: 

Stale 
General Rate Ct1ses: 
Pennsylvania \lJ ••••••••••••••••••••••••••••••••••••••• 

New Jersey ......................................... . 
Kentucky 121 •••••••••••••••••••••••••••••••••••••••••• 

Missouri ............................................ . 
Illinois .............................. · · · · · · · · · · · · · · · · 
Indiana ............................................. . 
California (31 ••••• , •••••••••••••••••••••••••••••••••••• 

West Virginia f'!J ............•.••••.•••.........••••••• 

~~~~ ............................ . 

Tennessee ........ , ................................. . 
Io\vat6J ............................................. . 
Ne\v l' orkni ......................................... . 
Other .............................................. . 

Total-General Rare Cast'.~ ......................... . 

Years Ended December 31, 

2014 

S-

1.9 

3.8 

5 5.7 

2013 

{In 111illio11s) 

526.0 

6.9 

3.5 
8.5 

0.1 

$45.0 

s 

2012 

30.0 

24.0 
17.9 

1.9 
32.9 

2.6 
5.2 
2.8 
5.6 
0.2 

5123.1 

(I) On Decen1ber 19. 2013, a rate case settlt:ment was approved \Vi th an effective date of Januat)' 1, 2014. This 
rate increase co1nbined, in part, \Vasle\vatcr and water rates. 

(1) Final order \Vas received on Octohcr 25, 2013. The increase approxi1natcd the interiln rates, net of the 
reserve thal had been recorded since July 27, 2013. 

(3) Second and final step increases fron1 the 20 J 2 rate case bccan1c cff ective on April I , 2013 and April I. 
2014, respectively. 

(4) Final order issued on Septe111hcr 26, 2013 hy the West Virginia Public Service Conunission. Ne\V rates \Vere 
put into effect October 11, 2013. 

(5) The ne\V rates provided additional annualized revenues of$2.3 rnillion in 2012 and S4.3 111illion in 201 l for 
jutisdictional customers, and $0.3 tnillion in 2013 and $0.5 n1illion in 2011 for non-jurisdictional custon1ers. 
\Vhich are not subject to conuuission approval. 

(6) Effcc1ive date of new rates \Vas r'\pril 18, 2014. ·rhe increase included approxiinately $2.7 million of inrcritn 
rates that were effective May I 0, 2013. 

(7) A1nount includes a $3.0 111illion increase effective April 1. 2012, with the re1nainder of $1.4 1nillion and 
$1.21nillion heco1ning effective April 1, 2013 and April I, 2014, respectively. 

The effective <lat es for the n1ore significant increases granted in 2012 \Vere January I, 2012, April I. 20 I 2, 
tv1ay 1, 2012 and October I, 2012 for our California, Missouri, Ne\v Jersey, and Illinois subsidiaries, 
respectively. 

As previously noted, an increasing nu1nber of states are pe1mitting rates to be adjusted outside of a general 
rate case for certain costs, such as n1echanisrns that pennit a return on capital invcstn1cnrs to rcplnce aging 
infrastructure. The follo\ving table details additional annualized revenues authorized through infnJ.structure 
surcharge mechanisn1s \Vhich \\'ere granted in 2014. 2013 and 2012. As these surcharges arc typically rolled into 
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the new base rates and therefore arc reset to zero when new base rates are effective, certain of these charges 1nay 
also be reflected in the total general rate case amounts a\vardcd in the table above if the order date \Vas follo\ving 
the infrastn1cture surcharge filing date: 

\'cars Ended Dcccn1hcr 31, 

2014 2013 2012 

(In ndllious) 

!11ji·astruct11re C11arges: 
Pennsylvania Ill.< •...•..•.•....•..•.•.... $ .- $19.8 $10.5 
New Jersey "' ..... , . , . , , .......... , . , , , , . , , . . . . . . . . . . . 17 .5 4.0 
1\1issouri 01 . . . . . . • • • • . • . . . . . . . . . . • • • • • . • . • . . . . . . . . . • . • 12.7 7.9 4.2 
Indiana HJ ... 3.9 3.7 
Tllinois (51 • • • . • • • • • • • • • . • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 2.1 0.5 
NewYork(6J •••••••••••••••••••••••••••••••••••••••••• 1.8 
Other , .......... , , , , . , ... , ......... , .... , . . . . . . . . . . . . 0.5 

Tatal-lnj°rastructurt_' C/Ja1)~es ........................... . $34.6 $36. I $18.4 

(I) Quarterly filings made with PUC. $6.7 million, $3.7 million. $2.9 million and $6.5 million effective 
October I, 2013, July I, 2013, April I, Wl3 and January I, 2013, respectively. No infrastructure charges in 
2014 as a result of general rate case effective January I, 2014 utilized forecasted test year and therefore 
qualifying infrastructure in1prove1nents already reflected in rates. 

(2) Semi-annual filings made with the PUC. $7.4 million, $10.1 million and $4.0 million effective July I, 
2014. Jnnua1y I, 2014 and July I, 2013, respectively. 

(3) For 2014, $9.0 million and $3.7 million effective December 31. 2014 and May 30, 2014, respectively. For 
2013, $5.4 tnillion effective June 21. 2013 and $2.5 n1illion effective Decen1ber 14, 2013. 

(4) Effective December 18, 2013. 
(5) $2.1 million effective January I. 2014 and $0.5 million effective October I, 2013. 
(6) $0.9 million effective January I, 2014, $0.7 million effective March 3. 2014 and S0.2 million effective 

April I, 1014. 

Comparison of Results ofOpcratio11sfor the Years Ended December 31, 2014 and 2013 

()peraling revenues increased hy $80.4 111illion, or 3.1 '>h, for the year ended Decen1hcr 3 I. 2014 compared to 
the Sarne period in 20 l 3. The increase in revenues is principally due to incrernental revenues of approximately 
$80.0 million auributablc to rate increases. including infrastructure n1cchnnisms, obtained through nue 
authorizations for a nun1ber of our operating con1panies. Additionally, revenues increased by $10.9 111illion due 
to an increase in surcharges and balancing accounts and hy approxin1ately $12.6 n1i\lion attributable to 
acquisitions. The rnost significant contributor to the increase in revenues fron1 acquisitions \Vas Dale Service 
Corporation ( .. Dale'·), \Vhich \Vas acquired by our Virginia Subsidiary in the fourth quarter of 2013. Partially 
off setting these increases \Vas a decrease in revenues of approxirnately $27 .0 n1illion as a result of lo\ver demand. 
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The follo\l,:ing table sets forth the an1ounts and percentages of Regulated Businesses' revenues and billed 
water sales volun1c by customer class: 

Customer Class 
\\'a1cr service 

Residential 
Conuncrcial ... . 
Industrial ..... . 
Public and 

other ....... . 
Other water 

revenues ..... 

Billed \Vater 
services ........ . 

Unbilled waler 
services ........ . 

l'otal \Valer revenues .... . 
\\'aslC\\.'ater revenues .... . 
Other revenues ......... . 

For the Years Ended Dccctnbcr 31, 

lncre:L~c Increase 
2014 2013 (l)ecrcasc) Pl·rccntagc 2014 2013 (Decrease) Percentage 

Operating Rc\·cuucs Hilled \Valer Sales Vnlu1nc 
(Dollars in lhnusauds) (Gallons in ntillions) 

Sl,515,049 $1,465,174 $ 49,875 3.4% 176,975 180,976 ( 4,00 I) (2.2%) 
550,124 520,875 29,249 5.6'/(, 81,564 80,392 1,172 1.5% 
131,834 118.939 12,895 10.8% 39,833 37,107 2,726 7.3% 

333,048 312,369 20,679 6.6% 52.710 51,009 I, 70 I 3.3'J~; 

26.377 17,546 8,831 50.3'/h ----

2,556,432 2,434.903 121,529 5.0% 351,082 349,484 1,598 0.5CJ(; 
---

(25,419) 30,142 (55,561) (184.3%) 

2,531.013 2.465,045 65,968 2.7o/o 
93,067 82,831 10.236 12.4<}(; 
50,250 46.043 4.207 9. Jlft1 

52,674,330 $2,593,919 $ 80,411 3.1 St· 

ivu1cr ScrFices-Consistent wilh the above discussion, \Valer service operating revenues for the year endt:d 
Decen1bcr 31, 2014 totaled $2.531.0 1nillion, a $66.0 rnillion increase. or 2.7°/c, over lhc san1e period of 2013. As 
describc:d above, the increases arc prin1arily due to rate increases, infrastructure surcharges, an1ortization of 
balancing accounts and recent acquisitions. Also, it should be noted that the 111ix bel\\'Cen billed revenur:s and 
unbilled n:vcnues has changed. This is principally the result of the imple1ncntation of our Custotner Information 
System ("CIS") as part of Phase II of our business transformation project. At December 31, 2013, unbilled 
revenues \Vere significantly higher than historical levels due to billing delays in certain accounts. During the first 
quarter of 2014. \Ve addressed a 1najority of these delayed billings. Therefore, as a result, the unbilled water 
revenues decreased by $55.6 rnillion \Vi th corresponding increases in hilled revenues, 

\Vasteirater sc11·ices-Our subsidiaries provide \Vastc\vatcr services in 11 states. H .. cvenucs fro1n these 
services increased $10.2 million. or 12.4'/f" compared to the year ended Dccctnbcr 31, 2013. The increase \Vas 
prirnnrily attributable to incren1ental revenues resulting fron1acquisitions.1nost notably tile Dale acquisition in 
the fourth quarter of2013. 

Orhcr re11e1111t's-Othcr revenues, \Vhich includes such itcn1s as reconnection charges, initial application 
service fees, certain rental revenues, revenue collection services for others and si1nilar itc1ns. increased 
$4.2 nlillion, or 9.1 %, compared to the year ended Dcccn1bcr 3 I. 2013. The increase in revenues for the year 
ended Dcccn1bcr 31, 2014, as con1parcd to the san1c period in the prior year, \Vas 111ainly due to $2.4 rnillion in 
insurance proceeds for business inten11ption as u result of Hurricane Sandy in addition to an increase in late 
pay1ncnt fees. 
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(Jperaliou and 111ai11te11ance expense. Operation and mailucnance expense increased $6. I 1nillion, or 0.5 1lcJ, 
for the year ended Deccn1ber 31, 2014, compared to the year ended December 31, 2013. Operation and 
n1aintenanct' expense for 2014 and 2013, by major expense category, was as follo\vs: 

Production costs ........................ . s 
Employce~rclatcd costs .................. . 
Operating supplies and services ............ . 
Maintenance materials and supplies ...... , .. 
Custon1cr billing and accounting ........... . 
Other ............................... , . 

For the Years Ended llecen1bcr 31, 

2014 

289,168 s 
429,878 
216,154 
68,027 
61,459 
46,821 

Increase 
2013 (Decrease) Percentage 

(Dollars in thousands) 
271.181 $ 17,987 
455,690 (25,812) 
215,702 452 
65,853 2.174 
52,625 8,834 
44,393 2,428 

6.6':0 
(5.7%) 
0.2(_,k 
3.3<k 

16.8% 
5.5';0 

Total ............................. . Sl,111,507 105.444 $ 6,063 

Production costs including fuel and po\VCT, purchased \Vatcr, chcn1icals and \Vastc disposal costs increased 
by $18.0 n1illion, or 6.6%, for 2014 compared to 20Ll Production costs by tnajor expense type \Vere as follo\Vs: 

Purchased water .......... , ................ . 
Fuel and po\vcr .............. , ............. . 
Chemicals ......................... , . , .... . 
\Vastc disposal ...... , . , . , ................. . 

Total ................................ . 

Fur the Years Ended t>cec1nhcr 31, 

2014 

$121,301 
92,011 
45,930 
29.926 

$289,168 

2013 
Increase 

(Derrcase) 

(Dollars in thousands) 
$111,119 $10,182 

86.337 5,674 
47,901 (1,971) 
25.824 4, I 02 

$271,181 $17,987 

Pcrccnta~c 

9.2% 
6.6!%; 

(4.1%) 
15.9l/( 

6.6'7t 

Overall production costs increased for the year ended Decen1bcr 31, 2014 con1parcd to the prior year as a 
result of increases in purchased \Valer, fuel and po\vcr costs and \Vnste disposal. Partially offsetting these 
increases \Vas a decrease in chc1nicals due to a $1.8 tnillion reversal of chemical expense resulting from a 
favorable litigation settlement. The purchased \Vater increases principally rellect increased p1ices in our 
California subsidiary and. to a lesser extent. price increases in our Illinois subsidiary. Fuel and po\vcr costs 
increased due to higher supplier prices in several of our operating facilities as \Vell as incre1nental costs as a 
result of the Dale acquisition in the fou11h quarter of 2013. The increase in waste disposal costs was principally 
due to an increase in the an1ount allo\ved by a cost recovery 1nechanisn1 in one of' our operating coinpanies and 
the Dale acquisition. Also contributing to lhe increase V..'a.s incrernental costs associa!ed with the Freedo1n 
Industries chemical spill in West Virginia. 

En1ployce-related costs including salaries and \Vages, group insurance, and pension expense decreased 
$25.8 n1illion. or 5.79'c:, for 2014 compared to 2013. These c1nployec-rcla1ed costs represented 38.7o/c and 4L2% 
of operation and n1ainlenancc expense for 2014 and 2013, respectively, and include the categories sho\vn in the 
follo\ving table: 

Salaries and \vagcs ...... , .. , ............. , . 
Pensions ................................. . 
Group insurance ........................... . 
Other benefits ............................. . 

Total ................................ . 
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For the Yt•ars Ended Deccnther 31, 

2014 

$328.329 
26,805 
55,1% 
19,548 

$429,878 

2013 
Increase 

(Decrease) 

(Dollars in thousands) 
$323,022 $ 5,307 

48,374 (21.569) 
65,872 (10,676) 
18,422 I, 126 

$455.690 $(25,812) 

Pen·cnlugc 

1.6% 
(44.6%) 
(16.2%) 

6.Jr;{-, 

(5.7%) 



The overall decrease in etnployce-related costs for the year ended Decen1ber 31, 2014, cornpared to 2013, 
was primarily due lo a reduction in pension costs and postrctircn1ent benefit costs (which is included in group 
inliurancc expenses). These decreases are principally due to the change in assun1ptions used for the discount rate, 
which in turn resulted in decreased contributions. The dccn:asc in contributions occurrl.!d at those regulated 
operating co1npanies \Vhose costs are recovered based on our funding policy, which is to fund at least the 
1ninin1un1 an1ount required by the Employee Rctircn1ent Incon1c Security Act of 1974. Partially offsetting these 
decreases \Vas an increase in salaries and \\'ages expense us a result of annual wage increases and increased 
overti1nc cxpensl.! attrihutablc to an increased nun1her of rnain breaks as a result of the harsh \\'inter weather 
conditions and increases in severance expense as a result of the rcstiucturing of certain functions, offset by a 
reduction in incentive con1pcnsalion due to a lo\Ver than expected payoul for the 2013 incentive period as \VC11 as 
higher capilalization rates as a result of increased capital projects. 

Operating supplies and services incJudc expenses for office operation, legal and other profcssionaJ services, 
including transportatjon expenses, inforn1ation systcn1s rental charges and other office equipment rental charges. 
Overall, tlteS!! costs rcn1ained relatively unchanged \Vi th an increase of $0.5 1nillion. or 0.2%, for the year ended 
Dccen1ber 3 l, 2014 co1npared !o the same period in 2013. 

Contracted services ........................ . 
Office supplies and services ................. . 
Transportation ............................ . 
Rents ................................... . 
Oiher ................................... . 

Tolal ................................ . 

For the Years Ended Dccc1nher 31, 

2014 

$ 88.466 
45,224 
19,749 
15,339 
47,376 

$21 154 

2013 
Increase 

(Decrease) 

(Dollars in lhousands) 

s 93,744 
45,272 
20,620 
15,830 
40,236 

$215,702 

$(5,278) 
(48) 

(871) 
(491) 

7,140 

$ 452 

Perceulngc 

(5.6%) 
(0.l'i}J 
(4.29';) 
(3.1%) 
17.7% 

o.2c1ci 

The increase in other operating supplies and services \Vas prin1arily offset by a decrease in contracted 
services. Other opcraling supplies and .services increased as a result of a $2.2 million increase in custo111cr 
education and con1n1unication in California related to conununity relations and Measure "O" and an $0.8 million 
increase in conservation expense as well as the inclusion in 2013 of $1.6 n1illion of insurance proceeds for the 
recovery of expenses related to liurricancs Irene and Sandy and an increase in legal expenses. The decrease in 
contracted services is pri1narily the result of the completion of our business transfonnation projl.!ct, consisting, of 
the roll-out of our Enterprise Asset Managen1ent systen1 and CIS. \Vhich required the use of additional contracted 
services in 2013. "fhese decreases were partially offset by increases resulting fron1 the Frecdo1n Industries 
chemical spill in West Virginia. 

Maintenance n1aterials and supplies, \Vhil:h include preventive 1naintenancc and en1ergency repair costs, 
increased $2.2 nlillion, or 3.3'*1, for 20 l4 cornparcd to 2013. 

Maintenance n1alerials and supplies ............ . 

For the Ycurs Ended Dcce1nher 31, 

21114 

$68,027 

21113 
Increase 

(Decrease) 

(Dollars in thousands) 

$65.853 $2, 174 

Pcrcc11tagc 

The increase for the year ended Dect:n1ber 31, 2014, con1pared to the sa111e period in 2013, is prin1arily due 
lo increases in paving, backfilling and other repair costs, most of \Vhich arc fron1 the higher than nonnal n1ain 
breaks in the first quarter of 2014 due to the abnonnally harsh \Vintcr \Veather conditions experienced throughout 
our operating areas. 
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Custo1ncr billing and accounting expenses incrcnsed by $8.8 million. or 16.8'/b, for 2014 con1parcd to 2013. 

Uncollectiblc accounts expense ................. . 
Postage .................................... . 
Other ............................. . 

Total .................................. . 

For lht> Yc::irs Ended llecetulwr 31. 

2111.J 

$35,027 
13,793 
12,639 

$61,459 

2013 
Increase 

(l}ccrcase) 

(Dollars in thousand~) 

$26,443 $8,584 
12,757 1.036 
13,425 (786) 

$52,625 $8,834 

Pcn.:euta~c 

32.5% 
8.l'k 

(5.9%) 

l6.87b 

The increase for 2014 is pri1narily due to incre1nental uncollectihle expense associated \Vith an increase in 
customer accounts receivable allributablc lo the overall aging of receivables as well as rate increases. We believe 
the change in our aging of rcccivahles in 2014 is the result of lctnporary changes we made in our collection 
process in connection \Vith the i1nplcn1cntation of our new CJS in 2013, including Phase II \Vhich occu1Tcd in the 
fourth quarter of 2013. 

Other operation and 1naintenancc expcnsi..! includes casualty and liability insurance prc111iums and regulatory 
costs. These costs increased hy $2.4 n1illinn, or 5j%, for 2014 compared to 2013. 

Fur the Years Ended Dccen1hcr 31, 

Insurance .................................. . 
Regulatory expenses .. , ...................... . 

Total .................................. . 

2014 

$41,067 
5,754 

$46,821 

Increase 
2013 (Uccrcasc) Pl·rccutugc 

(tlollurs in thousands) 

$35,406 $ 5,661 16.()% 
8,987 (3,233) (36.0%) 

$44.393 $ 2,428 5.5(;1; 
---

The increase for the year ended Decen1ber 31, 2014, compared to the year ended Decen1bcr 31, 2013, is 
pri1narily due to an increase in our expected prerniun1s, principally due to incremental clairns associated with the 
Freedom Industries chc1nical spill in West Virginia, net of favorable forccasted experience for existing claims. 
These pre1niums are based upon cu1Tent facts and circu111stances \\.'ith respect to outstanding clairns and are 
subject to change as the clai1ns nlature. The increase in insurance costs is partially offset by lo\ver regulatory 
expenses in one of our operating subsidiaries con1pared to the sa1ne period in the prior year. 

Operatiug eJ.pt•nses. The increase in operating expenses for the year ended December 31, 2014 is 
principully due to the higher operation and n1aintenancc expenses explained ubovc and higher depreciation and 
a1nortization expense of $18.2 111illion. The increase in depreciation and an1ortization is prin1arily due to 
additional utility plant placed in service. including CIS and our Enterprise Asset l'v1anagen1ent system. 

Ctnnparison of Results of(Jperations/or the 11ears Eudcd Deceniber 31, 2013 and 2012 

Operating revenues increased hy $29.5 nlillion, or 1.1 %, for the year ended Dccernher 31, 2013 cornpared to 
the s~unc period in 2012. The increase in revenues \vas prirnaiily due to rate increases obtained through rate 
authorizations for a nun1ber or our operating ccnnpanics of \Vhich the impact was approxin1ately $72.4 tnillion. 
Additionally revenues increased by $16.4 111illion due to increased surcharge and an1ortization of balancing 
accounts. Lastly, revenues \Vere higher by $9.9 111iltion as a rc!'lult of ~1cquisitions, \Vith the nlost signific;.1nt being 
the result of our New York acquisition in the second quarter of 2012 (additional four months of revenue in 2013 
cornpared lo 2012) and the acquisition or Dale by our Virginia subsidiary in the fourth quarter of 2013. ll1cse 
increases \Vere partially offset by decreased revenues of approxin1ately $64.5 million as a result of lo\ver de111and. 
principally driven by the hot and dry \Veather conditions in the central and northeast ponions of the country in 
2012 versus cooler and \VCllcr \Vcathcr conditions in 2013. 
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The following table sets forth the an1ounts and percentages of Regulated Businesses' revenues and billed 
water sales volume by customer class: 

For the Years Ended Dccc1nbcr 31, 

lucrcnsc Increase 
21113 2012 (Decrease} Percentage 21113 2012 (Decrease) Percentage 

Opcraling Uc\'cnue..<> Billed \Vatt•r Salt~s Volu111c 
(Dollars in thousands) (Gallons in rnillinns) 

Customer Class 
\\Tater service 

Residential ... s 1,465, 174 $1,465,803 s (629) (O.O'il) 180,976 188,927 (7,951) (4.2%) 
Comtnercial .... 520,875 518,253 2,622 0.5% 80,392 84,226 (3,834) (4.6%) 
Industrial ...... 118,939 121,902 (2,963) (2.4%) 37,107 39,429 (2,322) (5.9%) 
Public and 

other ... 312.369 321,593 (9,224) (2.9%) 51,009 54,202 (3,193) (5.9C/r:) 
Other water 

revenues .... 17,546 16,992 554 3.3'*' 

Billed water 
services . ' ... ' ... 2,434,903 2,444,543 (9,640) (0.4%) 349,484 366,784 (17,300) (4.7%) 

Unbilled water 
servicl!s .... 30,142 4,484 25,658 572.2o/o 

Total \Vater revenues 2,465,045 2,449,027 16.018 0.7% 
\\7:.tste\Vater revenues < •••• 82,831 78,168 4,663 6.()9"' 
Other revenues ......... 46,043 42,547 3,496 8.2<Jf 

$2,593.919 $2,569,742 $24,177 0.9% 

iVatcr Services-Consistent \Vi th the above discussion, \Vatcr service operating rc\'enucs for the year ended 
Decen1ber 31, 2013 totaled $2.465.0 1nillion, a $21.3 rnillion increase, or 0.9(}b. over the san1e period of 2012. 
Ho\vcver, the tnix between billed revenues/billed volumes lo unbilled revenues/unbilled volumes changed 
significantly principally as a result of our CIS in1plen1entation. Unbilled revenue increased $25.7 million 
con1pared to the san1c period in the prior year n1ainly as a result of delayed invoicing to cus!on1crs. \Vith !he 
in1ple111cntalion, \Ve n1adc a decision to increase the level of scrutiny and verification around bills being 
generated by the new systctn, in particular larger and/or n1ore con1plex bills. As such bills tha! exceed certain 
tolerance levels arc being held until verification can be perfoimcd. As such, the tin1ing of issuance of bills has 
caused a decrease in billed volun1es in 2013 \1..1hen con1parcd to 2012, wilh a corresponding increase in unbilled 
usage, For our residential and con1n1ercial custon1ers, V·:e belie\'e that the n1ajority of the decline in billed 
volurnes \\'as attributable to the "-'"Cather abnonnalities bet\veen 2012 and 2013 as \Vcll as the implc1nentation of 
our ne\V CIS syste1n by our regulated subsidiaries. For the ren1aining custon1cr classes, "1'e believe the decline in 
billed volu1nes \Vas 111ainly due to the delay in invoicing the custo1ner as a result of our CIS in1plementation. 

Waste11'ater sen•ices-Our subsidiaries provide \Vastc\vater scrvk·es in ten states. Revenues fro1n these 
services increased by $4.7 million. or 6.0%, to $82.8 111i11ion for the year ended Dece1nber 31, 1013. fro1n the 
sa111c period of 2012. The increase \.Vas prirnarily attributable tu rate increases in our Pennsylvania subsidiary as 
well as the Dale acquisition in Novc111ber, 2013. 

Other revenues-Other revenues, \Vhich includes such items as reconnection charges, initial application 
service fees. certain rental rcvi:nues. revenue colh:ction services for others and sin1ilar items, increased $3.5 
million, or 8.2%, co111pare<l lo the year ended Decetnbcr 31, 2012. The increase in revenues for the year ended 
Deccn1bcr 3 l, 2013, as con1pare<l to the satne period in the prior year, \Vas n1ainly due to the addiLional surcharge 
revenues offset by <lecrcases in revenues related to billings for others, reconnection and late fees. 
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Operation and 111ai11tena11ce. Operation and 1naintenance expense decreased $24.S 1nillion, or 2.2'/(;, for the 
year ended December 31, 2013, con1parcd to the year ended Dccen1bcr 31. 2012. Operation and maintenance 
expense for 2013 and 2012, by 1najor expense category, \Vas as follo\vs: 

Production costs ........................ . 
Employee-related costs .................. . 
Operating supplies and services ............ . 
Maintenance 111aterials and supplies ........ . 
Custotncr billing and accounting ........... . 
Other ................................ . 

Total ............................. . 

For the Years Ended Uecemher 31, 

2013 

$ 271,181 
455,690 
215,702 
65.853 
52,625 
44,393 

Sl.105,444 

2012 
Increase 

(Decrease) 

(Dollars in thousands) 

$ 274,775 $ (3.594) 
472,075 (16,385) 
210,947 4,755 

81.062 (15,209) 
49.257 3,368 
41.870 2,523 

$1, 129,986 $(24,542) 

Percentage 

(1.3%) 
(3.5%) 
2.3r;f 

(18.8%) 
6.8!ft) 
6.0% 

(2.2%) 

Production costs including fuel and po\vcr, purchased \\later. chcn1icals and waste disposal costs dccreased 
by S3.6 million, or 1.3'k, for 2013 con1parcd to 2012. Production costs by major expense type \Vere as folhnvs: 

For the Years Ended Dcce1nbcr 31, 

l11crc;1se 
2013 2012 (Dct:rcasl') Pcrccntugc 

(Dollars in thousands) 

Purchased water ........................... . $111,119 $110,173 $ 946 0.9'70 
Fuel and power ............................ . 86.337 89.282 (2.945) (3.3%) 
Chc1nicals ................................ . 47.901 49,334 (1,433) (2.9%) 
Waste disposal ............ , ......... , , .... . 25,824 25,986 (162) (0.6%) 

Total ................................ . $271,181 $274,775 $(3,594) ( 1.3r;'v) 

Overall, production costs decreased for the year cn<lcd December 31, 2013 co1nparcd to the prior year as a 
result of reductions in chemical and fuel and po\vcr costs resulting fro1n decreased usage rnainly attributable to 
lower consumption in n1ost of our stales. 

En1ployee~related costs including salaries and \Vages, group insurance, and pension expense decreased $16.4 
1ni1Iion, or 3.5'/f, for 2013 cnn1pared to 2012. These en1ployee-rclated costs represented 41.29'1 and 4 J .8'7r- of 
operation and 111aintenance expense for 2013 and 2012. respectively, and include the categories shown in the 
foll<nving table: 

Salaries and \Vages ......................... . 
Pensions ........................... , . , ... . 
Group insurance . . . . . . . ........... , ...... . 
Other hcnefits ............................. , 

Total ................................ . 

For the Years Ended Decc111hcr 31, 

2013 

.~323.022 

48,374 
65,872 
18,422 

2012 
Increase 

(Decrease) 

(Dollars in thousands) 

$326,370 $ (3,348) 
56,299 (7,925) 
71,103 (5,231) 
18,303 119 

$455,690 $472,075 $( 16,385) 

Perccnlage 

( 1.0%) 
(14.1 %) 

(7.4%) 
0.7% 

(3.5%) 

The overall decrease in e111ployee-related costs \Vas prin1arily attributable lo Jecreased salaries and wages. 
group insurance and pension expense. 1~he decrease in salaties and \vages was 1nainly the result of Iov.,1er 
c111ployec incentive and stock co1npcnsation expense or approximately $5.9 n1illion in addition to higher 
capitalization rates, due to increased c;:1pital investment, and n reduction in headcount pnrtially offset by 
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increased overtime and annual wage increases. The decrease in pension expense was prilnarily due to decreased 
contributions in certain of our regulated operating companies whose costs arc recovered based on our funding 
policy, \vhich is to fund at least the greater of the minin1u111 a111ount required by the E1nployec H.etiren1ent 
Incon1c Security 1\ct of 1974 or the nonnal cost. The reduction in group insurance expense is n1ainly attributable 
to higher capitalization rates and reduced headcount. 

Operating supplies and services include expenses for office operation, legal and other professional services, 
including transportation expenses, inforn1ation sys1en1s rental charges and other office equipment rental charges. 
Overall, these costs increased $4.8 million, or 2.3%, for the year ended Decernber 31, 2013 compared lo the same 
period in 2012. 

Contracted services ........................ . 
Office supplies and services ................. . 
Transportation ............................ . 
Rents ....... , , .......................... . 
Other ................................... . 

Total ................................ . 

For the \'curs Ended Dccc1nhcr 31, 

2013 

$ 93,744 
45,272 
20,620 
15,830 
40,236 

$215,702 

2012 
Increase 

(Decrease) 

(Dollars in lhuusunds) 

$ 87,675 $ 6,069 
49,354 (4,082) 
22,917 (2,297) 
16,943 (1,113) 
34.058 6, 178 

$210.947 $ 4,755 

Percentage 

6.9% 
(8.3%) 

(10.0%) 
(6.6%) 
18.J o/tJ 

2.3% 

The overall increase in operating supplies and services \Vas primarily due to increased contracted services 
and higlier other operating supplies and services. These increases \Vere n1ainly due to incre1nental costs 
auribu1able to the continued ma1utity of our Enterprise Resoun:e Planning systen1 in conjunction with the 
iinplc1ncntalion of Phase land Phase II of our business transformation project. Additionally, contracted services 
increased due to the use of contractors for other specific projects. Other increases in the other operating supplies 
and services costs arc n.!lated to a $1.3 million increase in conde1nnation costs and a$ I .2 1nillion increase in 
conservation expense as \vell as the inclusion in 2012 of a $1.0 niillion reduclion in anticipaled insurance 
recovery of expenses incurred as a result of Hurricane Sandy and a $2.1 million credit adjustn1ent resulting fron1 
the finalization of rate decisions in California and are offset by $1.6 n1illion of insurance proceeds related to 
recovery of expenses related lo 1-lurricanes Irene and Sandy received in 2013. The decrease in office supplies and 
services is due to cost containn1enl efforts prin1arily related lo employee travel. Transportation costs decreased 
due to the reduction of leased vehicles. 

l'vlaintcnance 111atcrials and services, \Vhich includes crncrgency repair as \Vell as costs for preventive 
tnaintenancc, decreased $15.2 1nil\ion, or J 8.8Si, for 2013 con1pared to 2012. 

Maintenance niatcrials and supplies ............. . 

Fur till" Years Entled Dercmher 31, 

2013 

$65,853 

2012 
Tncrcasc 

{Decrease) 

(Dollars in thousands) 

$81,062 $( 15,209) 

Percentage 

(18.8%) 

The decrease of $15.2 n1illion in 2013 is rnainly attributable to 2012 including increased preventive 
n1aintenancc expenses throughout our regulated subsidiaries, including hydrant and tank painting, 1neter testing, 
pun1p, tank and \Veil 1naintenancc, and paving cosls. 
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Custo1ner billing and accounting expenses increased by $3.4 million, or 6.8</b, for 2013 co1npared to 2012. 

Uncollcctiblc accounts expense ................. . 
Postage .................................... . 
Other ..................................... . 

Total .................................. . 

2013 

$26,443 
12,757 
13,425 

$52,625 

For the Years Endl'd lll'cc1nhl'r 31, 

2012 
Increase 

(Decrease) 

(Dollars in thousands) 

$22,541 $3,902 
12,694 63 
14,022 (597) 

$49,257 $3,368 

Percentage 

17.3'Yb 
0.5o/t; 

(4.3%) 

6.8% 

The incrc;:1sc in the uncollectiblc accounts cxpcnsc \Vas pri1narily due to an increase in our Regulated 
Businesses' custon1cr accounts receivahle attrihutable to rate increases and an increase in the overall aging of 
receivables due to our CIS implementation. 

Other operation and n1aintenance expenses include casualty and liability insurance pren1iums and regulatory 
costs. 1"hcsc costs increased hy $2.5 n1illion, or 6.0%, for 2013 co1npared to 2012. 

Insurance .................................. . 
Regulatory expenses ......................... . 

Total .................................. . 

2013 

$35.406 
8.987 

$44,393 

For the Years Ended Uccc1nhcr 31, 

2012 
Jncrl'asc 

{Decrease) 

{Dollars iu thousands) 

$31,883 $ 3,523 
9,987 (1.000) 

$41,870 $ 2,523 

Percentage 

11.0% 
(10.0%) 

6.0% 

Insurance costs in 2013 wen: higher, co1nparcd to 2012, pri111arily due to higher casualty insurance costs as a 
result of historical clailns experience and retroactive aJjustn1cnts. 

Operating expenses. The increase in operating expenses for the year ended Dccen1bcr 31, 2013 is primarily 
due to the higher O&M expenses as explained above. as \Vell as higher depreciation and a1nortization expense of 
$26.3 111illion and higher general tax expense of $12.4 million. The increase in depreciation and an1ortization is 
prin1arily due to additional utility plant placed in service, including SI0.8 n1illion of incremental expense 
resulting fron1 the assets placed in service for our business transfonnation project. The increase in general tax 
expense is pri1narily due to higher property taxes in our New York subsidiary due to a full year of expense in 
20 l 3 on properties acquired in the second quarter of 20 l 2 of $5.2 111illion, the inclusion of property tax 
adjusuncnts that reduced expense for our Indiana and Missouri subsidiaries by $4.0 n1illion in 2012, and higher 
2013 gross receipts taxes in our Nev.1 Jersey subsidiary of $3.5 rnillion. 

!tJarket·llased Operations Seg111e11I 

The folltHving table provides certain financial infonnation for our Market-Based Operations scg111cnt for the 
periods indicated: 

For the Years Ended llccetnhcr 31. 

2111" 2013 2012 

(In thousands) 

()pcrating revenues ................ , ............... < $354.679 $302,541 $307,366 
Operation and 1naintcnancc expense .................. . 289,395 240,610 256,268 
Operating expenses, net ............................. . 299,549 252,302 266,005 
Jncon1e frorn continuing operations before incon1e taxes 57,539 53,104 44,948 
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Co111pariso11 of Results of Operatio11s for the Years Ended December 31, 2014 a11d 2013 

Operating revenues. The increase in revt!nues for the year ended Decctnbcr 31, 2014, coin pared to the s::unc 
period in 2013, is pri111arily attributable to incrc1ncntal Military Service Group revenues of $39.4 n1illion n1ainly 
fron1 an increase in constn1ction projccl activities for our n1ilitary contracts and an increase in our l·lon1co\vncrs 
Services Group {"'llOS") revenues of approxin1atcly $16.2 1nillin11 principally the resull of contract growth, 
n1ainly though our New York City contracts, as \VCII as expansion into other geographic areas and price increases 
for certain existing custorncrs. Partially offsetting thi:sc increases was a reduction of our Contract Operations 
Group (ConOp) revenues attrihutablc to the tcnnination of certain rnunicipal and industrial operations and 
n1ainrcnance contracts. Additionally, included in the 2013 :rvlilitary Service Group revenues was $5.4 million in 
retroactive price redetern1inations for several of our military contracts. 

Operation and ilfaintenance. Operation and 1naintcnance expense increased $48.8 1nillion, or 20.3<;t, for 
the year ended December 31. 2014, compared to the year ended December 31, 2013. 

The follo\Ving table provides infonnation regarding categories of operation and n1aintcnance expense for the 
periods indicated: 

Production costs ............. , ............. . 
En1ployee-relatcd costs ..................... . 
Operating supplies and services ............... . 
!v1aintenance n1aterials and supplies ........... . 
Other ................................... . 

Total ................................ . 

2014 

$ 34,691 
62,201 

138,531 
47,324 

6,648 

$289,395 

For tlie Years Ended Dcccu1bcr 31, 

Increase 
2013 (Decrease) 

(Dollnrs in thousands) 

s 36,753 $ (2,062) 
60,392 1,809 
97 ,887 40,644 
41,107 6,217 

4,471 2,177 

5240,610 $48,785 

Percentage 

(5.6%) 
3.orx, 

41.Sr!o 
15.1'/h 
48.7'7r' 

20.3% 

As noted in the table above. lhe prin1ary factor contributing to the overall increase was an increase in 
operating supplies and services. This increase is 1nainly attrihutablc to the increase in construction project 
activities under our n1ilitary contracts and corresponds with the incremen!i.11 revenues. Another factor 
contributing to this increase was the inclusion in 2013 of the release of $3.8 n1illion in loss contract reserves due 
to the resolution of ce11ain outstanding issues and uncertainties. I'v1aintenance nu1terials and supplies increased 
pri1narily due to higher HOS repair costs, \Vhich is attributable to the increase in the nutnbcr of contracts. 

Operating expense. The increase in operating expenses for the year ended Dccc1nber 31, 2014 is pri1narily 
driven by the increase in operation and n1aintenance expense explained above. 

Co111pariso11 of Results of Operations for the Years Eutled Dece111ber 3 I, 2013 and 2012 

Operating re11en11es. Revenues decreased $4.8 million for the year ended Decen1bcr 31, 2013, co1npared lo 

the sa1ne period in 2012, prin1arily due to Jo\ver revenues of $14.4 tnillion resulting from the tcnnination or 
certain 1nunicipal and industrial operations and n1aintenance contracts, 1nost of which occurred in 2012. 
Additionally, revenues fron1 construction project activities associated with 1nilitary construction contracts 
decreased $8.4 1nillion, due to lo\ver levels of \Vork as co1npared to the prior year. These decreases were offset by 
a net increase of $4.0 n1illion fro111 price rcdeterrninations for several of our 1nilitary contracts as \Vcll as an 
increase of $16.6 million in our 1-IOS revenues associated \Vith contract gro\vth, n1ost notably in Ne\V York City. 

Operation and 111ai11le11a11ce. Operation and nutintcnance expense decreased $15. 7 111illion, or 6. I <Jt, for the 
year ended Deccn1hcr 31. 2013, conipared to the year ended Decetnher 31, 2012. 
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The follo\ving table provides infonnation regarding calegories of operation and 1naintenancc expense for the 
periods indicated: 

Production costs ......... , ................ . 
Employee-related costs ..................... . 
Operating supplies and services ............... . 
Maintenance 1naterials and supplies ........... . 
Other ................................... . 

Total ................... . 

For the Years Ended Dece111bcr 31, 

2013 

$ 36.753 
60,392 
97,887 
41,107 
4,471 

$240,610 

2012 
Increase 

(Decrease) 

{Dollars in thousands) 

s 42, 153 $ (5,400) 
64,711 (4,319) 

105,082 (7,195) 
36, 135 4,972 
8,188 (3,717) 

5256,269 $( 15,659) 

Pcrccnl11gc 

(12.8%) 
(6.7%) 
(6.8%) 
13.89?1 

(45.4%) 

(6.1%) 

As noted in the tahle uhovc, decreases in operating supplies and services, production costs and cmployce­
related costs \Vere partially offset by an increase in maintenance materials and supplies. The decrease in 
production costs and crnployec-rclatcd costs is n1ostly due to the tcnnination of certain 1nunicipal and industrial 
operations and 1naintenance contracts. The decrease in operating supplies and services is attributable to the 
release of $3.8 million in loss contra!.:t reserves dut! to the resolution of certain outstanding issues and 
uncertainties. Addi1ionally, 2013 was iinpactcd by decreased const1uction project activity for our military 
contracts and is partially offset by increased Ii OS contracted services expense as well as higher printing and 
postage costs associated \\'ith expanding into nr:w tnarkr:ts, including New York City. The increase in 
111aintcnancc nlatcrials and supplies is prirnarily due to higher HOS repair costs, which is attributable to nc\v 
contracts, an increase in the number of clai111s, as \VCII as the average cost per claim and is partially offset by the 
tern1inatcd municipal and industrial operations and maintenance contracts. The decrease in the other category is 
rnainly due to decreases in uncullcctiblc accounts expense of $3.5 tnillion, which is due to 2012 including 
incren1ental a1nounts related to tcrn1inatcd contracts in addition to i111provcd collection experience in 2013 for 
certain other rnunicipal and industrial operations and maintenance contracts. 

Operating expense. The decrease in operating expenses for the year ended December 31, 2013 is prin1arily 
driven hy the decrease in operation and n1aintcnance expense, which is explained above. 

Liquidity and Capital Resources 

We regularly evaluate cash requirements for current operations. con1n1itn1ents, developrnent activities and 
capital expenditures. Our business is very capital intensive and requires significant capital resources. A 1najodty 
of these capital resources arc provided hy inte111ally generated cash flov..·s fro1n operations. When necessal}', \Ve 
ohtain additional funds frorn external sources in the dcht and equity capital 1narkets and through hank 
bo1TO\Vings. Our access to external financing on reasonable tenns depends on our credit ralings and current 
business conditions, including that of the \Vater utility industry in general. as well as conditions in the debt or 
equity capital rnarkets. If these husiness and rnarket conditions deteriorate to the extent that tvc no longer have 
access to the capital 1narkets at reasonable tenns, \Ve have access to an unsecured revolving credit facility with 
aggregate bank con11nitments of $1.25 billion. We rely on this revolving credit facility and the capital markets to 
fulfill our short-tenn liquidity needs, to issue leuers of credit and to support our con11nercial paper prograrn. 
Dis1uptions in the credit markets n1ay discourage lenders fro1n extending the tern1s of such commiunents or 
agreeing to nc\v co1n1nitn1cnts. Market disn1ptions niay also lirnit our ability to issue debt and equity securities in 
the capital markets. Sec "-Credit Facility and Short-Tenn Debt." In order to 1ncct our short-tcnn liquidity 
needs, we, through A wee. our financing subsidiary, issue co1111nercial paper, \Vhich is supported by the 
r~volving credit facility. A \VCC had no outstanding bo1To\vings and S38.0 n1illion of outstanding letters of credit 
under its credit facility as of December 31, 2014. As of December 31, 2014, AWCC had Sl.25 billion available 
under the credit facility that \Ve could use to fulfill our short-tern1 liquidity needs. to issue letters of credit and 
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suppo1t our $450.0 niillion outstanding co1n1nercial paper. We can provide no assurances that our lenders \Vill 
n1cct their existing co1nrnitn1cnts or that \Ve will be able 10 access the comrnercial paper or loan markets in the 
future on tern1s acceptable to us or at .all. 

In addition. our regulated operating co1npanies receive advances and contributions fron1 custon1ers. ho111e 
builders an<l real estate developers to fund constn.1ction ni:ccssary to extend service to nc1rv areas. 1\dvanccs for 
construction arc refundable for litnitcd periods, which vary according to state regulations, as new customers 
begin to receive service or other contractual obligations arc fulfilled. Arnounts which arc no longer refundable 
arc reclassified to contributions in aid of constn1ction. Utility plant fun<le<l by advances and contributions is 
excluded fron1 the rate base. Generally, \\'C depreciate contributed property and atnortizc co11lributions in aid of 
construction at the con1posite rate of the related property. Son1e of our subsidiaries do not depreciate contributed 
property, based on regulatory guidelines. 

We use our capital resources. including cash, to (i) fund operating and capital rcquircn1ents, including 
construction expenditures, (ii) pay off nlaturing dcht, (iii) pay dividends, (iv) fund pension and postretire1nent 
welfare obligations and (v) invest in nc\v and existing ventures. We spend a significant amount of cash on 
construction projects that \Ve expect to have a long-tern1 return on invcstJncnt. Additionally, \VC operate in ratc­
regulated enviro111nents in which the an1ount of ne\V investn1ent recovery 111ay be lin1ited, and \\'here such 
recovery takes place over an extended period of tin1c, as our recovery is subject to rcgulato1y lag. Sec 
"Busincss-Regulation-Econon1ic Regulation." We expect to fund future n1aturitics of long-tcnn debt through 
a combination of external debt and to the extent available cash flo\VS fron1 operations. Since we continue 10 1nake 
investn1ents equal to or greater lhan our cash flo\VS from operating activities, \Ve have no plans to reduce debt 
significantly. 

We believe that our ability to access the capital nlarkets, our revolving credit facility and our cash flo\vs 
fro1n operations will generate sufficient cash to fund our short-tenn rcquiren1ents. \Ve fund liquidity needs for 
capital invcst111ent, \Vorking capital and other financial comn1itn1cnts through cash flo\VS from operations, public 
and private debt offerings, comn1ercial paper 1narkcts and to the extent necessary, our revolving credit facility. 
\\'e believe \Ve have sufficient liquidity and ability to 1nanagc our expenditures should there be a disruption of the 
capital and credit 1narkets. 

In addition, the Con1pany L:an delay 111ajor capital invest1ncnts or other funding requirerncnts or pursue 
financing fro1n other sources to preserve liquidity, if necessary. The Co1npany believes it can rely upon cash 
flrnvs front operations to rncet its obligations and fund its minin1urn required capital invest1nenls for an extended 
period of tin1e. 

Cash Flou•s .front Operating Aclil'ities 

Cash flows fro1n operating activities pri1narily result fro1n the sale of \Valer and \\10'.lste\vatcr services and, 
due to the seasonality of de1nand, arc generally greater during the third quarter of each fiscnl year. Our future 
cash Oo\vs from operating HL:tivities will be uffeL:ted by, a1nong other things, econon1ic utility regulation; 
infrastructure invcstJnent; inflation; co1npliancc \Vith environn1ental, heallh and safety standards; production 
costs: customer gro1rvth: declining per custon1er usage of 1,vater; weather and seasonality; and overall econo1nic 
conditions. 

Cash flo1rvs fron1 operating activities have hcen a rcliahlc, steady source of funding, sufficient to n1ee1 
operating requirements. ni<lke our dividend payments and fund a portion of our capital expenditure rcquircn1cnts" 
We will set.::k acL:css to debt and equity capital markets to meet the b;1Jance of our capitul expenditure 
rcquiren1ents as needed. There can be nn assurance that \Ve will be able to access such 1narkets successfully on 
favorable tern1s or at all. Operating cash tlo\Vs can he negatively affected hy changes in our rate regulated 
environments or changes in our custo1ners' economic outlook and ability to pay for service in a tin1ely nianner. 
\Ve can provide no assurance that our custon1crs· historical payn1ent pattern \Viii continu~ in the futurc:. 
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The following table provides a su111111ary of the rnajor itc111s affecting our cash flows fro1n operating 
activities for the periods indicated: 

Net inco111e .............................. . 
Add (subtract): 
Non-cash activities n> ............... . 
Changes in \Vorking capital iii ...........•.••. 

Pension and postrctircn1cnt healthcare 
contributions ..................... . 

Net cash flows provided by operations ........ . 

Years Ended Dccc1nhcr 31, 

2014 

s 423,108 

722,871 
3,503 

(52, 195) 

$1,097,287 

2013 
(In thousands) 

$ 369,264 

761,772 
(137,374) 

(97.500) 

$ 896,162 

2012 

s 358,070 

688, 126 
38,812 

(129,410) 

s 955,598 

(1) Includes depreciation and a111ortization, provision for dcfcn·cd inco1ne taxes. amortization of deferred 
invest1nent tax credits, provision for losses on accounts receivable, allo\vance for other funds used during 
construction. (gain) Joss on asset dispositions and purchases, pension and non-pension postretire1nent 
benefits expensc, stock-based con1pensation expense and other non-cash iten1s. Details or each con1ponent 
can be found in the Consolidated Statetncnts of Cash Flo\VS. 

(2) Changes in \vorking capital include changes to receivables and unbilled revenues, taxes receivable 
(including incon1e !axes), other cun·ent assets. accounts payable, taxes accrued (including inco1ne taxes), 
interest accrued, change in book overdraft and other current liabilities. 

Our working capital needs are prin1arily liJnited to funding the increase in our custo1ner accounts receivable 
and unbilled revenues which is 111ainly associated with the revenue increase as a result of rate increases in our 
Regulated Businesses. \Ve address the timing issue through the aforementioned liquidity funding niechanisms. 

Thi! increase in cash tlo\vs from operations for the year ended Dece1nber 31, 2014 cotnpared to the same 
period in 2013 is principally due to the in1provcmcnt in the cash collections of our Regulated Businesses' 
accounts receivable, some of which \Vere unbilled at December 31, 2013. Cash collections in 2013 for our 
Regulated Businesses' accounts receivable \Vere slower than his1oiical payn1ent p~ltterns, n1ainly due to the 
i1nplc1ncntation of our CIS systc1n in ?vlay 2013. We believe the slowdown in collections is 1he rcsull of !he 
systen1 imple1ncntation and therefore is ten1porary in nature. We imple1ncn1cd the CIS systc1n in our rc1naining 
Regulated Businesses in October 2013 and \Ve have cxpeiicnced n sitnilar slo\vdo\vn in cash collections for these 
operating co1npanics in 2014. 

The Liccrc:asc in cash flows from opc:rations for the year ended December 31, 2013 co1npan;d to the sa1ne 
period in 2012 is principally due to changes in \Vorking capital, \Vhich is related to the afore111entioncd delays in 
hilling and slo\vcr collections in our accounts receivable in our Regulated Businesses and the change in payahles 
in 2013. as \Ve \Vere delayed in 2012 in executing payables at normal volu1nes due to 1hc itnplcn1cntation of 
Phase I of our business transfunnalion project. Partially offsetting these \Vorking capital decreases \Vas a 
reduction in the pension and postretiren1ent healthcare contributions in 2013. 

The Con1pany expects to 1nakc pension and postn:tirc1nent bi:ncfil contributions to the plan trusts of 
S54.5 n1illion in 2015, of\vhich $6.l rnillion \Vas already n1ade in 2015. In addition, we cstin1atc thnt 
contributions will an1ount to $55.6 n1illion in 2016, $52.7 rnillion in 2017, $56.7 n1illion in 2018 and $66.3 
n1illiun in 2019. Actual an1ounts contributed could change malerially fron1 these cstin1ates as a result of changes 
in assun1ptions and ac:tual investment returns. 
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Cash Flowsfra111 Investing Activities 

Cash flo\VS used in investing activities were as follo\vs for the periods indicated: 

Y cars Ended December 31, 

2014 2013 2012 

(In thousands) 

Net capital expenditures ......... , ........ . $ (956,119) $ (980,252) $(928,574) 
Proceeds frorn sale of assets and Recuritics ... . 13,841 918 561,739 
Acquisitions ........................... . (8,935) (23,658) (44,560) 
Other investing activities, nel (I) ••.....••••.. (62,776) (50.302) 29,039 

Net cash flo\\1s used in investing activities .... $(1,013,989) $( 1,053.294) $(382,356) 

(1) Includes rc1noval costs ti·on1 property, plant and cquip1ncnt rclircn1cnts, net and net funds released. 

Cash flows used in investing activities increased in 2014 con1pared to 2013 pri1narily due to an increase in 
our capilal expenditures for the year ended Dcce1nbcr 31, 2014 principally as a result of incrcrncntal spending 
associated \\1ith the rcplacen1cnt of our transn1ission and dis1ribution infrastructure. 

Our infrastructure investn1ent plan consists of both infrastructure renewal progran1s, \Vhere \Ve replace 
infrasttuc!urc as needed, and major capital investment projects, where we construct ne\V water and \Vaste\Vater 
trcatn1cnt and delivery facilities to n1cct new custon1cr growth and water quality regulations. Our projected 
capital expenditures and other investments are subject to periodic revie\v and revision to renect changes in 
econo1nic conditions and other factors. 

While capital expenditures vvere $956.1 niillion, total capital investn1ent an1ounted to $1.0 billion. The 
following !able provides a su1ntnary or our historical capital expenditures related to upgrading our infrastructure 
and systems: 

For lhc Years Ended December 31, 

2014 2013 2012 

(In thousands) 

Tr.i.ns111ission :ind distribution $462,706 $435,449 5343,640 
Treatment and pu1nping ... , , .................. . 96,535 89,278 138,072 
Services. 1nctcr and fire hydrants ................ . 170,470 178,412 171.855 
General structures and equip111ent , .............. . 142,193 131,446 104.854 
Business transfonnarion project ................. . 8,379 59.746 107,049 
Sources of supply ............................ . 30.916 50.013 44,602 
\Vastewater ............... , ................. . 44,920 35,908 18,502 

Total capital expenditures ..................... . $956,119 $980,252 $928,574 

Capital expenditures for the year ended December 31. 2014, decreased by $24.1 1nillion or 2.S<fo co1npared 
to 2013, principally due to the con1plclion of Phase I and Phase II of our business transformation prc:jcct. 

Capital expenditures ror the year ended December 31. 2013, increased by $51.7 n1illion or 5.6'k con1parcd 
10 2012. ptinc..·ipally due to our continued replacen1ent of transrnission and distribution infrastructure, 
rehabilitation to storage facilities and dam rehabilitation and increased expenditures related to information 
syste1ns, and vehicles. Partially offsetting this increase \Vas reduction in trcatn1cnt and ptunping expenditures due 
to the con1plction of certain \Vatcr treatment plant projects in 2012 as \Vcll as a reduction in our business 
transfom1ation expenses also due to con1pletion of Phase I of the project in 20 l 2 and the i111plen1cntation of a 
portion of Phase II in f\.1:.iy '.2013. 
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One avenue to seek growth is through tuck-ins, by helping cornmissions with troubled water syste1ns as \Veil 
as other acquisitions that arc co111plen1entary to our existing business and support the continued geographical 
diversification and growth of our operations. Generally, acquisitions are funded initially \Vith short-tcrn1 debt and 
later refinanced with the proceeds fron1 Jong-tcnn debt or l!quity offerings. 

The folln\ving provides a sumrnary of the acquisitions and dispositions affecting our cash flows frorn 
investing activities in the years indicated: 

2014: 

We paid approximately SS.9 million for 13 water and \Vastewatcr systt:ms. 

V·/c received approxin1atcly $1. 9 tnillion for the sale of assets and securities. 

2013: 

We paid approximately $23.7 1nillion for ten \Vatcr and five \Vaste\v::ttcr systc1n. These acquisitions added 
approxin1atcly 30,000 customers to our existing regulated footpdnt. The largest of these acquisitions \\'as the 
acquisition of the stock of a \Vastc\vatcr systen1 in Virginia \Vith approxiinately 20,000 custon1ers in Nove1nber 
2013 for a purchase price of $5.1 1nillion (net of cash acquired of $6.9 n1illion) plus assumed liabilities. 

We received approxirnatcly $0.9 n1illion for the sale of asset!'> and securities. 

2012: 

We paid approxitnatcly $44.6 n1illion for numerous regulated water and \Vastc\vater systcn1s in Nc\V York, 
Pennsylvania, Indiana, Missouri and West Virginia. \Vith the largest associated with the acquisition of seven 
regulated \Valer syste1ns in Ne\\' York in May 2012 for a purchase price of $36.7 million plus assun1ed liabilities. 

V..1c received approxin1ately $561 . 7 1nillinn f'rorn the sale of our assets and securities, including 
$458.9 niillion associated with the sale of our Arizona, Nc\v Mexico and Ohio regulated suhsi<liaries. 

r\s previously noted, in 2015, \VC estin1atc that our total capital plan is Sl.2 billion with approxi1natcly 
SI. I billion allocated to upgr..1.ding our infrastructure and systcrns, including infrastn1cturc renewal progra1ns and 
construction of facilities to 1nect cnvironn1ental requiren1ents and nc\v cusron1er gro\vth, and $0.1 billion for 
acquisitions and strategic investment purposes. For years in the foreseeable future beyond 2015, we estimate 
such invcst1ncnt \Viii he bet\vcen $1.1 and $1.2 billion per year. 

We intend to invest capital prudently to provide essential services to our regulated custo1ner base, \Vhile 
working with regulators in the various states in which \Ve operate to have the opportunity to earn an appropriate 
rate of return on our investment and a return of our invcst1nent. 

Our investing activities could require considerablt: capital resources which we have generated through 
operations and attained through financing activities. \Ve can provide no assurances that these resources \Vill be 
sufficient to 111ect our expected invcsln1ent needs and may be required to delay or reevaluate our invcst111cnt 
plans. 

('ash Flou•s fron1 Financing Actil'ities 

Our financing activities, primarily focused on funding const111ction expenditures, include the issuance of 
long-term and short-tenn debt, prilnarily through A \VCC. \Ve intend to access capital 1narkcts on a regular basis, 
subject to n1arkcl conditions. In addition, nc\v infrastructure niay be funded \Vith custorner advances and 
contributions for construction (net of refunds). l~his an1ountcd to $26.3 n1ill ion, $19 .3 1nillion and $31 .9 n1illion 
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for the years ended December 31, 2014, 2013 and 2012, respectively. As previously noted AWCC is a wholly­
n\Vned finance subsidiary of the Con1pany. Based on the needs of our regulated subsidiaries and the Con1pa11y. 
A wee borrows in the capital 1narkets and then, through intercompany loans, pro\'ides those borrO\Vings to the 
regulated subsidiaries and the Con1pany. The rcguhucd subsidiaries and thr.: Co111pany arc obligated to pay their 
portion of the respective principal and interest to AWCC in the atnount necessary to enable AWCC to 1ncet its 
debt service obligations. Because the Company's bo1TO\Vings an.: not a source of capital for the regulated 
subsidiaries, the Co1npany is not able to recover the interest charges on the Co111pany's debt through regulated 
water and \Vastcwatcr rates. As of Dccen1hcr 31, 2014, A \\7CC hus nlade long-tcnn fixed rate loans and 
co1nmercial paper loans to our Regulated Businesses amounting to S3.0 billion and $319.2 million, respectively. 
Additionally, as of December 31, 2014, A\VCC has n1adc long-tcn11 fixed rate loans and comn1crcial paper Joans 
to the Co111pany totaling $979.91nillion and $130.8 n1illion to the Con1pany, respectively. 

On May 4, 2012, we and A \VCC filed a universal shelf registration statcn1cnt that enabled us to offer ;:ind 
sell fro1n time to tin1c various types of securities, including comn1on stock, pn:fcrred stock and debt securities, all 
suhject to rnarkct dc1nand and ratings status. During 2014.1013 and 2012, $500 n1illion, $400 million and $300 
1nillion, respectively, of debt securities \Vere issued pursuant lo this registration staten1cnt. 

The following long-tcnn debt \Vas issued in 2014: 

Cum pan}' Type 

A \VCC n1. . . . . . . . . . . . Senior notes-fixed rate 
Other subsidiaries 12 1 Private activity bonds and govemrnent 

funded debt-fixed rate 

Tolal issuances ...... . 

Rate l\faturity Anunu1t 

3.40%-4.30% 2025-2042 5500.000 

0.00%-5.00% 2031-2033 10,474 

$510,474 

(I) On August 14, 2014, A wee closed Oil senior fixed rate notes. Proceeds from this issuance \l<.'ere used to 
refinance con11nercial paper borrowings and to finance redcn1ptions of long-Lenn debt. 

(2) Proceeds fron1 the above issuance \\'ere received in 2014 and have been utilized to fund certain specific 
projects. $10.0111illion of these proceeds arc held in trust pending our certification that we have incurred 
qualifying capital expenditures. These issuances have been presented as non-cash on the Consolidated 
Staten1ent<; of Cash Flows. Subsequent releases of all or a lesser portion of the funds hy the trust arc 
rcllected as the release of restricted funds and arc included in the investing activilies in the Consolidated 
Statements of Cash Flo\VS. 

In addition to the above issuances, \Ve also assun1ed $1.7 n1illion of debt as a result of ac<.1uisitions in 2014. 

The following Jong-tem1 debt \vas retired through optional rc<len1ption or payn1ent at n1aturity during 2014: 

Ctnn1,any Type 

A Wee . . . . . . . . . Private activity bonds and govcrnn1ent 
funded debt-fixed rate 

A \VCC. . . . . . . . . . . . . . Senior notes-fixed rate 
Other subsidiaries nJ Private activity bonds and goven11nent 

funded dcht-fixed rate 
Other subsidiaries Mandatorily redeem.able preferred stock 
Other subsidiaries Capital lease pay111cnts 

"fotal rcliren1ents and 
re<len1ptions ....... . 

Rate l\laturity 

6.00%-6.75% 2018-2032 
6.00% 2039 

O.OOC/(;-5.2591; 2014-2041 
8.49r;f;-9. l 8'K' 2031-2036 

( 1) Includes $1.0 1nillion of non-cash rcdcrnptions resulting fro1n the use of restricted funds. 
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$101.085 
59,561 

78,718 
1,650 

28 

5241,042 



The following Jong-tcnn debt \Vas issued in 2013: 

('on1pany Type 

AWCC (!J. . . • . . . . . . . . Senior notes-fixed nuc 
A WCC <2J. . . . . . . . . . . • Private activity bonds and 

govcrnn1ent funded debt-fixed rate 
O!her subsidiaries 13 1 Private activity bonds and 

government funded debt-fixed rate 

Total issuances ...... . 

Interest Hate 

3.85% 

2.30%-2.90% 

} ,59%-2.4J CJ0 

A1nount 
:\laturity (In lhuusands) 

2024 $400,000 

2021-2030 8,122 

2031-2033 2,737 

$410,859 

(1) On Noven1ber 20. 2013, A Vl.'CC closed on 3.85'l senior fixed rate notes offering. Proceeds fron1 the 
offering \Vere used to rcfinanL·c commercial paper bornJ\Vings. 

(2) Proceeds frotn the above issuance \Vere received in the fourth quarter of 2013 and have been utilized to fund 
certain specific projects. $6.7 million of these proceeds are held in trust pending our certification that v..•e 
have incurred qualifying capiral expenditures. These issuances have been presented as non-cash on lhe 
Consolidated State1nents of Cash Flo\vs. Subsequent releases of all or a lesser portion of the funds by the 
uust are reflected as the release of restricted funds and are included in the investing activities in the 
Consolidated State1nents of Cash Flows. 

(3) Proceeds from the above issuances \Vere received fro1n Pennsylvania Infrastructure Investment Authority 
("Penn Vest") and have been used to fund certain projects. 

In addition to the above issuances, we also assumed $12. 7 million of debt as a result of acquisitions in 2013, 
of \Vhich $12.5 million is the result of our Dale Service Corporation stock acquisition in the fourth quarter of 
2013, 

The following long-tenn debt was retired through optional rede1nption or pay111cnt at rnaturity during 2013: 

Company 

A wee"', , , , . 
Other subsidiaries 121 

Other subsidiaries .... . 
Other subsidiaries .... . 
Other ...... , ....... . 

Total rctiren1ents & 
rcde1nptions ....... . 

Type 

Senior notes-fixed rate 
Private activity bonds and goven1n1cnt 
fonded debt-lixed rate 
l\1ortgage bonds-fixed rate 
!v1andatory redeemable preferred stock 
Capital leases & other 

lttlcrest Rate 

0.00% -5.50o/o 
6.59'k 

8,49%-9.18% 

:\1alurity 

2013-2017 

2013-2041 
2013 

2031-2036 

Amount 
(In thousands) 

$476,638 

17,663 
2,000 
1,650 

359 

$498,310 

(I) On October 8, 2013, \Ve announced the purchase and retircrncnt through a tender offer of $225.8 ntillion in 
aggregate outstanding principal an1ount of our 6.08S"h Senior Notes <lue 2017. On October 8, 2013, \Ve paid 
$271.8 million to effect the tender, \Vhich. in addition lO the principal, included a repurchase pre1nium of 
$39.4 rnillion and accrued interest of $6.6 1nillion. ,\Jso, in October 2013 and related to the tender, \Ve 
recorded transaction fees of $0.7 1nillion and a \Vritc-off of $0.5 1nillion for un;unortized debt issuance costs. 
The rcdcn1ption \Vas originally financed through con1111crcial paper borrowing. 

(1) Includes u $3.6 111illion of non-cash rcdetnptions resulting rro1n the use of restricted funds. 

On November I, 2013, we issued notices of redemption for $74.8 million and $75.0 million of outstanding 
Senior Notes \Vith an original maturity date of 2038 and interest rates of 8.259'1 and I 0.01{1, respectively. These 
notes \Vere retired on Dece1nbcr I, 2013. 
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Also on Decen1bcr 21. 2013, an additional SI 01.0 1nillion with an interest rate of 5.39% in Senior Notes 
n1atured. 

The follo\ving long-tenn debt v.•as issued in 2012: 

Contpnuy 

AWCC "' ..... . 
Other subsidiaries 1Zl 

Other subsidiaries t3J 

Other subsidiaries . 

Total issuances ...... . 

Type 

Senior notes-fixed rate 
Private activity bonds and 
governn1ent funded debt-fixed rate 
Private activity bonds and 
govcrnn1cnt fundi:d debt-fixed l'iltC 
Mortgage bonds-fixed rare 

Interest Uatc 

4.30% 

O.OOo/r-5.00<Yr, 

l .0000-2.76% 
4.29% 

An1ount 
1\-fnturity (In thousands) 

2042 $300,000 

2025-2041 68,746 

2025-2041 14,730 
2022 700 

$384,176 

(I) The net proceeds fron1 this issuance \Vere used to finance certain rcde1nptions of long-tcnn debt and to fund 
the repay111cnt of short-term debt. 

(2) Proceeds front these issuances \Vere received frorn Ne\V Jt.!rscy Environn1cntal Infrastlucturc Trust and \Viii 
be used to fund certain specific projects. The proceeds are held in trust pending uur certification that we 
have incurred qualifying expenditures. These issuances have been presented as non-Ca/oih on the 
Consolidated Statements of Cash Flo\VS. Subsequent releases of all or a lesser portion of the funds by the 
Trust ilrC reflected as the release of restricted funds and are included in investing activities in the 
Consolidated Staten1ents of Cash Flo\vs. 

(3) Proceeds fro1n these issuances \Vere received from the Pennsylvania lnfrast1ucture Investment Authority and 
have been used to fund specified projects. 

Also, in the second quarter of 20 I 2. and in connection \Vi th the acquisition of our additional suhsidiaries in 
Nc\V York, \Ve assun1cd debt of $25.2 tnillion \Vith coupon rates of 5.oork- to 6.000{) and nlalurity dates ranging 
fro1n 2015 to 2035. Jn Scptcrnbcr 2012, \Ve rcdecn1ed $I 0.9 1nillion of these outstanding bonds \Vi th original 
nu11urity dates of 2031 to 2035 and interest rates rnnging fron1 5.00C;C to 6.00o/o. 

The follo\Ving long-tenn debt was retired through optional rcdcn1ption or pay111ent at maturity during 2012: 

Company 

AWCC ............. . 
Other subsidiaries 

Other subsidiaries 
Other subsidiaries 
Other .............. . 

Total retirements & 
rede1nptions ....... . 

Senior notes-fixed rate 
Private activity bonds and govcrnn1cnt 
funded debt-fixed rate 
h1ortgage bonds-fixed rate 
Mandatory n::deen1ablc prefen·ed stock 
Capital leases & other 

Interest Rate 

8.25'k 

0.00%-9.60% 
6.85%-7.95% 
4,(i{)lfc-9.18% 

l\1aturity 

2038 

2012-2041 
2012 

2013-2036 

An111unt 
(In thousands' 

$ ID 

447,325 
24,200 

1,549 
419 

$473,503 

Included in the long-tern1 debt rcden1plions/rctirc111cnts is $4.21nillion related to our previously held Ohio 
subsidiary, \Vhich \Vas classified in discontinued operations prior to its divestiture. 

Fro111 tin1c to tin1c and as nlarkct conditions \Varrant. \VC 111ay engage in long-tcnn debt retiren1cnts via 
tender offers, open market repurchases or other viable alternatives to strengthen our balance sheets. 

In February 201 S, our Board of Directors authorized a con1111on stock repurchase program for the specific 
purpose of providing a vehicle to 1ninimizc share dilution that occurs through its dividend reinveslincnl, 
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en1ployec stock purchase and executive co1npcnsation progran1s. This program will allow the Con1pany to 
purchase up to 10 million shares of its outstanding common stock over an unrestricted period of tilne to nlanage 
dilution. Under the progran1, the Co1npany nu1y repurchase its con1n1on stock in the open n1arket or through 
privately negotiated transactions. The progran1 \Viii be conducted in accordance \Vilh Ruic I Ob-18 of the 
Exchange Act, as an1endc<l, and to facilitate the purchases, the Co111pany has also entered into \Vith a broker a 
Rule 10b5-I share repurchase plan. By having the Progran1 adn1inistcrcd through a Ruic 10b5-I plan, the 
Co1npany \Viii be able to repurchase its shares at tin1cs when it othenvisc 111ight be prevented fro1n doing so under 
insider trading hnvs or because of sclf-in1posed trading blackout periods. Subject to applicable regulations, the 
Co1npany n1ay elect to amend or cancel the Progran1 or the Rule I Ob5-l paran1cters at its discretion. 

C'redit Facility and Short~Ter111 /)ebt 

The short-term debt balance, consisting of commercial paper, net of discount, an1ountcd to $450.0 111illion 
and $630.3 million at December 31. 2014 and 2013, respectively. 

A\VCC has entered into an unsecured revolving credit facility \Vith $1.25 billion in aggrcga1e !oral 
commitn1ents fron1 a diversified group of 14 hanks \Vith $70.0 million maturing on October 2017 and the 
rcn1ainder, SJ .18 billion, n1aturing on October 2018. Interest rates on advances under the facility arc based on a 
credit spread to the Eurodollar rate or base rate with the credit spread of 1.001-k through June 2012 and then based 
on the higher of AWCC's Moody's Investors Service, \Vhich we refer to as Moody's, or Standard & Poor's 
Ratings Services ratings, \Vhich \Ve refer to as S&P, credit rating. At current ratings that spread \\'oul<l be 1.00%. 
The facility \Vilt be principally used to suppor! A WCC's con1n1ercial paper progratn and to provide up to $150.0 
million in letters of crcdil. 

We closely 111onilor events in the financial markets and the financial instilutions associated with this credit 
facility. In act.:ordance \Vith the credit agrcen1cnl, no financial institution can have more than $250.0 n1illion of 
the aggregate commitn1cnt through the facility expiration date. If any lender defaults in its obligation to fund 
advances, the Con1pany may request the other lenders to assun1c the defaulting lender's conunitmcnt or replace 
such defaulting lender by designating an assignee willing to assun1e the co1n1nitn1enl. I-lo\vcver, the rc1naining 
lenders have no obligation to assun1c a defaulting lender's ccnn1nitn1cnt and we can provide no assurances that 
\Ve will be able to replace a defaulting lender. 

The follo\ving table provides infor111ation as of Decetnber 31, 2014 and 2013, regarding the respective credit 
facility in effect at the titnc, letters of credit sub-Jin1its and available funds under those revoh•ing credit facilities, 
as \Veil as outstanding amounts of commercial paper and outstanding bo1To\vings under the respec1ive facilities: 

December 31, 2014 
December 31, 2013 

Al'ailable 
Credit Facilit\' Credit Facility Leth·r of Credit 
Comuti1n1enl Capacity Suhlitnit 

A\'ailahlc 
Letter of Credit 

Capacity 

s 1,250,000 
s 1,250.000 

$1,212,104 
$1.208.215 

(In thousands) 

$150,000 SI 12,104 
$150,000 SI 08,215 

OuL;;tanding 
Couuucrcial 

Paper 
(Net of I>iscuunt) 

$449,959 
$630.307 

Credit I.inc 
Borrowin~ 

S­
S-

A \VCC had no outstanding borro\vings under the credit facility and $36.5 n1illion of outstanding letters of 
credit under this credit facility as of February 19, 2015. Also, us of February 19, 2015, A Wee had 
$502.9 n1illion of conuncrcial paper outstanding. 

The \Veightcd-average interest rate on short-tern1 bon·owings for the years ended Dece1nber 31, 2014 and 
2013 \vas approxin1ately 0.31 <fc and 0.43<JC. respectively. 
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Capital Structure 

l~he follo\ving table indicates the percentage of our capitalization represented hy the con1poncnts of our 
capital stnicture as of December 31. 2014, 2013 and 2012: 

Total con1111on stockholders' equity ............. . 
Long-tcm1 debt and rcdcc1nablc preferred slock at 

rcdcn1ption value .......................... . 
Short-lcm1 dcht and current portion or long-tem1 

debt ,, .................................. . 

At 
December 31, 

2014 

45% 

5'/b 

At 
Dccetnhcr 31, 

2013 

45% 

100% 

At 
Dccctnhcr 31, 

2012 

44% 

52% 

4% 

100% 

The changes in the capital structure bel\vcen periods \Vere n1ainly attributable to changes in outstanding 
co1n1ncrcial paper balances. 

Debt Covenants 

Our debt agree1nenls contain financial and non-financial covenants. To the extent that \VC arc not in 
con1pliance, we or our subsidiaries n1ay be restricted in our ability to pay dividends, issue ne\v debt or access our 
revolving credit facility. For t\vo or our sn1aller operating con1panies, \Ve have infonncd our cuunterparties that 
v.·c will provide only unaudited financial infon11ation at the subsidiary level, \vhich rcsulled in technical non­
cornpliance with certain or their reporting require1ncnls. We do not believe this change \\'ill 1naterially in1pact us. 
Our failure to con1ply \Vi th restrictive covenants under our credit facility could accelerate repayment obligations. 
Our long-tenn debt indentures contain a nu1nbcr of covenants that, a1nong other things, li1nit the Cornpany from 
issuing debt secured by the Con1pany's assets. subject to certain exceptions. 

Certain long-term notes and the revolving credit facility require us to maintain a ratio of consolidated debt 
to consolidated capitalization (as defined in the relevant docun1ents) of not 1nore than 0.70 to 1.00. On 
December 31, 2014, our ratio \Vas 0.55 to 1.00 and therefore \VC were in con1pliance \Vith the covenant. 

Security Ratings 

Our access to the capital 111arkets, including the co1n1nercial paper tnarkct. and respective financing costs in 
1hnse markets, is directly affected hy securities ratings of the entity that is accessing the capital 111arkcts. \Ve 
prin1arily access the capital markets. including the con1n1ercial paper market, through A \VCC. However, \Ve also 
issue debt at our regulated subsidiaries, pri1narily in the forn1 of tax exempt securities or borro\vings under state 
revolving funds, to lower our overall cost of debt. 

On June 2, 2014, Standard & Poor's Rating Service revised its rating outlook to positive fro1n stable and 
affinnct.I its corporate credit rating of 1\- on A \VCC and American \Vater and of A2 on A WCC's short term 
rating. On 't\iay 29. 2013, Moody's upgraded its rating outlook for both A111erican \Vatcr and AWCC from Baa2 
10 Baal and revised its rating outlook to stable. 

The follo\ving table sho\vs the Cotnpany's securities ratings as ofDcccn1bcr 31, 2014: 

Securities 

Senior unsecured dcht 
Con1n1crcial paper 
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l\foodv's ln\'cstors 
Scryicc 

Baal 
P2 

Standard & Poor's 
Ratings Scr\·icc 

A­
A2 




