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Summary Plan Description
of the
Pension Plan For Employees Of
American Water Works Company, Ine,
And Its Designated Subsidiaries

The following is a Summary Plan Deseription {“SPD") of the provisions of the Pension Plan for
American Water Works Company, Inc, and its Designated Subsidiaries (the “pian™), a defined
benefit pension plan, American Water Woiks Company, Inc. (the “Company”) maintaing the
Plan for the benefit of eligible union employees employed by it or by one of the participating
employers lisied on Appendix D of this SPD and whose collective bargaining agreements
provide for thelr participation in this Plan.

The Plem is a complex legal documsnt, intended to meet the Tequiroments of the Internal
Revenne Code of 1986, as amended, and the Emiployee Retirement Income Security Aot of 1974,
as amended. - order to help- you understand the Plan, we have summarized its most important
featuros in the SPD. Please keep this SPD a8 patt of your perrnanent records, This SPD
supersedes all earlior summary plan descriptions you may have received. A copy of the official
Plan document is available for your inspection at the Company’s Corporate Human Resources

Department.

The SPD summarizes the benofits, rights and features of the Plan applicable to gligible union
employees. The benefits, rights and features applicable to other groups of eligible employees
covered under the Plan are desciibed in separate summary plan descriptions.

You should carefully read the SPD; however, this document may not coinpletoly describe your
speoific benefit, If you were employed by a company that was acquired by American Water
Works Company, Inc, or if you participated in another plan that has been merged info this
Plan there may he special provisions that affect your benefit us described in this SPD. Please
see Appendices A, B and C for special service erediting rudes and benefit provisions that may

apply to you.

Your Plan includes several options from which you may select it your financial planning, To
raake full use of these options, it is important that you fully understand them. If you have any
questions after you finish reading the SPD, be sure to contact the Company’s Benefits Service
Center by calling (866) 888-8269.

As you read this SPD, please keep in mind that it is not meant to interpret, extend or change the
Plan in any way. In case of a conflict between the SPD and the Plan document, the Plan

document will govern.

Noge: If you lefi employment with the Company ot any of its subsiiaries before the date on the
front page of this SPD, Jamuaty 1, 2006, the benefits, rights and featuras described in this SPD
may be different than the benefits Tights and features that apply to you. 1f this is your situation,
please contact the Company’s Benefits Service Centor for additiona! information by calling (866)

888-8269.
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. ELIGIBILITY

Tf you afe a union employee hired before January 1, 2006 by the Company or a participating
employer listed in Appendix D you will be eligible to patticipate in the Plan if your collective
bargaining agreement provides for your participation. If you.are eligible your patticipation
begins on the first day of the month following completion of one year of service. Generally, you
will complete a year of service on the fixst anniversary of the date you wote hired, (Please see
the section entitled “How Your Retitement Benefit is Caloulated” for 2 description of how years
of service are determined and credited to you under the Plan.)

If you are a union employee hired or rehired on or after January 1, 2006 you are not eligible to
commance or recommence participation in the Plan, unless your collective bargaining agreement
provides for your continued participation. Also, if you were tiot eligible to participate in the Plan
as of Jawwary 1, 2006 you.wil forever remain ineligible despite a subsequent transfer to an
eligible employee classification, rehire, rocall or any othet resumption of employment.

CONTRIBUTIONS TO THE PLAN

The Company makss all contributions to the Plan. The exact amount of these contributions are
acuarially determined. There ig no cost to you. You are neither required nor permitted to
coniribute to the Plan,

NORMAL RETIREMENT

Vour “Normal Retivement Date” s the first day of the month coinciding with or innmediately
following your 65th birthday. The total amount of your notmal yotirement benefit is based on
yout earnings end your years of service with the Company, If you retire on your Normal
Retirerment Date, you will begin to recelve your benefit which will be-payable in the form you
elect. (Please see the section entitled “How Your Retirement Benefit is Caloulated” for more
information on your normal retirement benefit.}

LATE RETIREMENT

If you continue to work beyond age 65, you may retire on the fivst day of any subsequent month
(your “Late Retirement Date”). Howevor, even if you continue to woik for the Conmpany, you
must begin receiving retirement payments by-April 1 of the year after the year in which you
reach age 70%. At actual retirement, your benefils will be recaleulated to reflect additional
salary and service credit eamed after you began receiving payments,

EARLY RETIREMENT

Your “Eaxly Refirement Date” may be the figst day of any month befween your 55™ and 65™
birthdays if your age and years of service add up to at least 70 - for example, age 60 and teh
years, age 38 and 12 years, or age 55 and 15 years. To elect early retirement you are required to
give the Company two months notice. :

ol
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If you worked for another employer that was acquirved by the Company, oF if you participated
in another plan that has been merged into this Plan your “Early Retiremment Date” may be
different and there may be special Early Retirement provisions that affect how your benefit is
calenlated, Please see Appendices A, B and C for speciel provisions that may apply to you,

Please see the section entitled “How Your Retirement Benefit is Calculated” for mote
information on how retiring early may affect your benefit,

DISABILITY RETIREMENT . .

Tf you arg an active Partioipant with ten or more Years of Service who subsequently tetminates
employment due to & disability which entitles you to receive disability benefits under the Social
Security Act, you will qualify for & disability retirement. Your “Digabilify Retivement Date”
will be the fitst day of the month in which the Plan Administrator has received both your writien
request for disability retirement and evidence that you qualify for digability-benefits under the
Social Security Act, . . . .

Ifyon worked for anpi,'hgr employer that was acqnired by the Companj:, or gf you pdrtlcipa'ted
in another plan that has been merged into this Plan.you may not be eligible Sor. disability
benefits under the Plan. Please see Appendices A, B and C for special provisions that may

apply to you.
" HOW YOUR RETIREMENT BENEFIT I8 CALCULATED

Yout retitement benefit is caloulated in terms of a monthly benefit payuble for your lifetime by
using a formula hased op your Final Average Earnings and Years of Benefit Service as described
below. .

If you orked for andther employer that was acquived by the Company, or if you participated
in another plan that has been merged into this Plan there may be special provisions that affect
how your benefit is calculoted. Please see Appendices A, B and C for special provisions that

may apply £o you.
Final Average Earnings

Your “Final Average Earnings” means your average monthly earnings which you actually
received over those 60 full consecutive months out of your fina} 120 months of employment that
produce the highest average. Your “Earnings” include your base salary of hourly wages plos (1)
overtime and shift differentials, and (2) any amounl deforred under the Savings Plan for
Bmployees of American Water Works Company, Ine, and Its. Designated Subsidiaties, or 2
cafeteria plan or qualified transpottation fringe benefit plan maintained by the Company.

If you worked for another employer that was acyuired by the Company, or if you participated
in another plan that has been merged into this Plan, your “Earnings” may be defined
differently which may affect how your benefit is calentated. Please sce Appendices A, B and C
for special provisions that may apply to you. ‘ C
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Basing your pension on Barnings close to the time you retire helps your Plan benefit kaep pace
with inflation and increases in your salary, As requited by federal law, your Earnings over &
maximum apount are not included in determining your benefit under the Plan. The maximum
amount chianges periodicaily, The snaxitnm Basnings taken into account under the Plan for
2007 is $225,000. :

Service

Wile you remain-an active employee of the Company aud its subgidiaries, you are credited with
4 “Year of Service” for purposes of eliglbility and vesting for each 12-motih period of
employment during which you complets at leagt 1,000 hours of sexrvice. You will also receive

credit for a partial Year of Service for a period of tess than 12 months if your completed hours of
sexvice for the period, when annalized, would be at least 1,000, _

Your Years of Service for purposes of caleulating your benefit under the Plan (your “Years of
Benefit Service”) will only include these periods of service dnring which you are employed as a
member of a group of employees eligible to pasticipate: bn the Plan. Generzally, once you have
satisfied the eligibility Tequirement by completing yout first Year of Service with the Company,
you will be credited with a Vear of Benefit Service retroactive to your date of hire with the
Company. If you were hired or rehired on or after January 1, 2001, your benefit accrual under
the Plan ends on Decernber 31, 2005, You will siot cam any additional Years of Benefit Setvice
for periods of service after Docember 31, 2005 unless your collectivo bargaining agreement
provides for continmed benefit ascrual, You may, however, continue to earn Years of Service for
putposes of vesting and for satisfying the setvice tequitements for various eligibility dates under
. the Plan. :

If you worked for another employer that was acquired by the Company, or if you participated
in another plan that has been merged into this Plan there may be special provisions that affect
how your “Years of Service” or «Years of Benefit Service” are calculited or credited. Plense
see Appendices A, B and C for special provisions that may apply to you.

You receive oredit for all time worked plus eight hours a day for vacation and holidays. You
may also receive credit of cight hours of service for each day duting the following petiods of
absence:

. layoff of up to 12 months,
. disability leave of up to 24 months,

. Qualified Military Leave (see the section entitled “Cleneral Information”
for a description of Qualified Military Leave); and

o other leaves of absence approved by the Retirement/Benefits Committee,

You rowst roturn to work with the Company or one of its subsidiaries or retire by the end of the
approved period of absence to get credit for this time. If you do not retuen to work or do not
rotirc aftor the approved leave period ends, your credited service will end ou the last day you
actually received earnings. : ‘ :

-3-
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If you are credited with less than 501 hours of service in any employment year you will fncur a
one-year “Break-in-Service.,” The length of your Break-in-Service wilk be imporiant if you later
return to employment with the Company, a8 explained below. For absences due to maternity ot
paternity leave, you will receive credit for np to 501 hours of service per year in order to avoid a
Break-in-Service. ' B : '

If you are rehived befors Yanuaty 1,"2006 and before you have a onig-year Break-in-Setvice, your
parficipation in the Plan will not be interrupted. . If you have a Break-in-Service, your earlier
service may be restored if you were vested when you Jeft, or were not vested but are rehired
vefore January 1, 2006 and before you have five or more consecutive one-year breaks-in-service.
Tf you ire not vested and are rehired after you have five or moie consecutive one-year breaks-in-
service, your sorvice before the break will not be restored and you will be treated as a new
employee, I you have a period of Qualified Military Qervice and are. reemployed by tho
Company, you will not be {reated as having & Break-in-Service. -

If you are a union emplayes hired or rehired on or after January 1, 2006 you are not gligible to
cotnmence or recomtmence participation in the Plan, unless your collective bargaining agreement
provides for your continued paticipation. Also, if you wete not eligible to patticipate in the Plan
as of Japuary 1, 2006 you will forever remain ineligible -despite a subsequent transfer to an

eligible employee classification, rehite, recall or any ofher resumption of employment.
Normal Retivement Benefit

The provisions below apply only to those retiring on or after July 1, 2001. If you retired hofore
this date, your benefit will be determined solely by reference to the Plan then in effect. Ifyou
wete hired ot rehired on or after January 1, 2001, your benefit acgrual under the Plan ends ont
Decerpber 31, 2005. You will not earn any additional Yeats of Benefit Service for periods of
servics after December 31, 2005 unless your collective bargaining agreement provides for
continued benefit acernal, : '

If you worked for another eiployer that was acquired By the Company, of if you pavticipated
in another plan thet has been merged tuto this Plan there may be special provisions that affect
how your benefit is calculated, Please see Appendices A, B and C for special provisions that

iy apply 1o you.
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If you were hired by the Company or 4 particinating emplover before July 1, 2001:

Your benefit will be determined by adding A & B below:
As For Years of Servive priot to Julp 1 , 2001, the suin of the following:

1.85% of your Yinal Averags Eafﬁm;;s up to the Average Bociel Securily Wage Buse,
multiplied by your Years of Benefit Service up to a maximum of 25 yeats.

. Mus :
2.1% of your Pinal Average Eamingg in exooss of the Average Socinl Security Wage Base,
vaultiplied by your Years of Benefit Service upto a maximum of 25 years.

plus, Co

0.7% of your Tinal Average Eamings, innltiplied by your Years of Benefit Service in
excess of 25 years, ' '

B. For Years of Sevvice o or after Julp 1, 2001:

1:60% of your Final Average Barnings, multiplied by your Veers of Benefit Service.

The “Average Social Security Wage Baso” is the average amount of anﬁual earnings that have
been subject to Social Security taxes for your final fen years of employment with the
participating employer. The Average Social Security Wago Base for 2007 is $83,910 or $6,993 a
month. o

Example - Life Annuity form of payment - (see definition on page 10)

Age at Retirement: 60

Years of Benefit Service carned to July 1,2001; 23 Years

Yenes of Benefit Service eamed on or afier July 1, 2001: 10 Yoars -

Final Average Barnings: $32,000 per year or $4,333 per month

Average Social Security Wage Base: $7,500 per month (represents an extimated projected future Soaial Security
wage bave}

Life Annuity benafit celoulatsd based on retirement at age 60 but not payzble umtil age 65
A. For Years of Benefit Service Prior to July L 2ou1:

(1) 1.85% x 25 Years of Bonefit Service x $4,353 (Final Average Eamings up to the = £2,004
Average Social Security Wago Base) plug
(2) 2.10% x 25 Years of Benefit Service x $ 0 (Finn] Average Earnings in excess of iho = ]

Average Social Seourity Wage Base) plus

(3) 0.7% % 0 Yoars of Benefit Service (in cxocss of 25) % $4,333 (Final Average Eecnings) = 0
plus .

B, For Years of Benefit Service On ov After July 1, 2061:

(%) 1.60% x 10 Years of Renefit ervics (in excess of 25) x $4,333 (Finul Average Barnings) = 593
equals

‘Potal benefit payable monthly for life at age 63 ' ' = $2.697
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If you were hired or rehired Dy the Company or a participating employer on or after
July 1, 2001 but before Jannary 1, 2006: ‘

‘Your monthly retirement benefit, payable at age 63, will be determined by multiplying 1.60% of
your Final Average Earnings by your Years of Benefit Service through December 31, 2005, If
vou were hired o rehired on or after January 1. 2001, your bepefit acorual pnder the Plan ends
on Deceggber 31, 2005, You will not earn any additional Years of Benefit Service for periods of

service after December 31, 2005 unless your collective bargaining agreement provides for
contimied benefit acorual. c ' gy

If you weyre hired ox rehixed by the Cortpany or a payticipating employer on or after
January 1, 2006: -

You are-not sligible to contmence ot recommence participation in the Plan on or after January 1,
2006 unless your collectlve batgaining agreement provides for eontinued ‘patiicipation and
benefit accrual under the Plan,

Early Retirement Benefit

If you decids to retire eaily, your benefit will be caloulated using the applicable forpuula
described above. If you elect to begin to receive your benefit on your Early Retirement Date
rather than wait until vou reach age 65, your monthly payments will.be reduced -in order to
spread the total amount of your benefit over a potentially longer period of time. This redugtion
(the “Early Retirement Factor”) depends on your age asd Years of Service at the time you

If you worked for unother employer that wis acquirved by the Company, or if you participated
in another plan that has been merged into this Plan there may be special early retirement
provisions or reduction factors that affect how your beneflt is calculated,  Please see
Appendices A, B and C for special provisions thet may apply to you.

Tn some cases, dopending on your age and Yeats of Service, you may be oligible to receive an
unreduced eatly retirement benefit, For example, if you retire at age 62 with at least 20 Years.of
Service, your benefit will not be reduced.

I you retive at age 62 with 15 Yeurs of Servics, yous monihly pension would ber
redueed as shown below:

Your monthly payment based on 15 Years of Servica

at your Notmal Retirement Date (age 65) ' % 2.006
mutiplied by

Barly Retirement Fator for age 62 with 18 Years of

Servive (see Table 1 — Early Retiremnont Factors) . : 82%
equals

Your monthly benefit starting at'age 62 31,640
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If, however, in the example above you had 20 Years of Service, you would reccive the full
$2,000. '

The formulas above determine the pension you will recelve during your lifetime in the form of 2
singlo life annuity. You may elect another form of payment under the Plan which will provide
survivor benefits to your spouse or other beneficiary after your death. However, your pengion
will be reduced in order to provide survivor bénefits if you elect such an option. The forms of
payment available undet the Plan and their effect on the amount of your pension are described
under the section entitled “Forms of Payment,” '

Disability Retivement Benefit

Although it may never happen, it is good to know that if you become disabled you may be able
to receive a [ifetime pension through the Plan. If you are an active Participant with ten or more
Years of Service who subsequently terminates employment due toa disability which entitles you
to receive disability benefits under the Social Security Act, you may receive a disability
retiremont benefit under the Plan as of your Digability Retirement Date, Your Disability
Retirement Date will be the first day of the month in which the Plan Administrator has received
both your written tequest for disability retirement and evidence that you qualify for digability
benefits under the Social Seenrity Act.

If you worked for another employer that was acquired by the Company, or if you participaied
in another plan that has been merged into this Plan you may not be eligible for disability
benefits under the Plan. Ploase sec Appendices 4, B and C for special provisions that may

apply to you. .

If you ¢uallfy for & Disability Retirempnt, your monthly disability benefit will be based on
your accrued normal retirement benefit, as calculated above, determined as of your Disability
Retirement Dato without reduction for early commencement, You will be entitled to monthly
payments from the Plan beginning with the month you incwrred the disability as determined by
the Soeial Security Administration or, if latet, the day on which you receive your last payment
under a Company sick pay plan, The sum of any relroaative payments will be paid to you in a
lnmp sum, without Interest, as part of your first monthly payment of disability retiveraent benefits
from the Plan, Your disability refirement benefit will continue for life, or as long as you qualify
for Social Security disability benefits. You may bé asked from time to time to provide evidence
of your continued Social Security disability.

If you receive your Sosial Security disability award determination aftor July 1, 2001, but you
were in pay status before July 1, 2001, your benefit will bo determined under the tetms of the

Plan in effect prior to JTuly 1, 2001,
VESTING

As you continue to earn Years of Service, your benefit under the Plan becomes “vested” or
nonforfeitable. Although this Plan is primarily intended for the benefit of those who stay with
the Cornpany until retirement, you may still be eligible for a pension at age 65 evan if you leave
the Company before retirement provided you are fully vested in your benefit when you leave.

-7-
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You are fully (100%) vested in your pension benefits after completing five Years of Service, or
upon reaching age 65, your normal retirement age.

Normally, your pension will start at age 65, As a terminated vested employee, you may begin
teceiving your pension on the first day of any calendar month following the month in which you
reach your Early Retirement Date. You must apply for your benefit at lgast two calendar months
before payments can begin, The amount of your benefit will be based on your Years of Benefit
Service and Tinal Average Barnings at the time you leave employment and will be reduced for
early commencement as desoribed under “Barly Retirement Benefit™ if you elect fo.receivo your
benefit before age 65, The mules goveming the normal {automatic) forms of payment and
optionak forms of payment will apply to your vested benefit, o . :

If you worked for anather employer that was acquired by the Company, or if you participated
in another plan that has been merged into this Plan you may not be eligible for the special
termination benefit described below. Please see Appendices 4, B and C for special provisions
that may apply to you.

Special Termination Benefit For Certain Union @mplqyeés, If you were hired on or after

Jamuary 1, 2001 but before January 1, 2006 and you terminate employment with a vested benefit
on or after January 1, 2006, you may elect-to receive your benefit at any time in ong of the
following payment forms: '

v a single lump sum payment in ah amount equal to the present vatue of
yout vested benefit which would otherwise be payable at your Normal Retirement Date
(or, if you are eligible for an Early Retirement Date at the time you tettninate
employment, the lump sum payment will reflect the value of your Early Retirement
Benefit); or .

. alife anﬁuity which shall be the equal {o the acfuarially equivalent value .
of the single lump sum described above. :

I your eraployment with the Company and its subsidiaries ends for any reason hefore you
cotuplets five Years of Service (or, if carlier, before you attain age 65), you will forfeit all rights-
to the retirement benefit you have eamed to that point. Forfeitures are wsed fo reduce the
Company’s contributions to the Plan,

FORMS OF PAYMENT

I

If the total value of your vested benefit under the Plan is more than $5,000 on the date your
benefits are to hegin, the way in which your benefit is paid to you depends upon the form of
payment you choose. The Plan offers “normal” or automatic forms ‘of payment and optional
forms of payment. Unless you elect an optional form of payment, your benefit will
autématically be paid in one of the normal forms of payment described below depending on your
matital status at the time your payments begin. If you are married at the time benefits are to
comymence, you must obtain your spouse’s written and notarized consent bofore you may glect an
optional form of payment. o ' :

r—S-‘
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Normal Form of Paymen¢

If you are marrfed at the time your benefit payments are to begin, your pension will
automatically be paid as a 50% Contingent Annuity, unless you elect otherwise. Under federal
law, you nmst obtain your spouse’s written and notarized consent to elect another form of benefit
or to name sofeone othér than your spouge as beneficiary. The “50% Contingent Annuity”
provides for reduced monthly benefit payments for your lifetime and, beginning at your death,
monthly benefit payments for your surviving spouse’s lifetime equal fo 50% of the amount you
were receiving before your death. Because payments are scheduled to be made over two
lifetimes, the amount of the monthly payment will be less than the amount you would receive
under an annuity for your life only, The amount of the reduction is baged on your age and your
gpouse’s age at the time benefits begin. If your spouse dies within two years of the date you
begin your monthly payments, your future monthly payments will be adjnsted to be equal to the

s

monthly amount you would have recoived had you olected an annuity for your life only.

If you are not married at the time your benefit payments are to begin, your pension will be paid
in the form of & Life Annuity unless you elect an optional form of payment. The “Life Annuity”
provides monthly payments for your lifetime, ending with the last monthly payment before your
death. Under this fotm of payment, no benefits will be payable after your death, o

Small Benefit Cash-Out \

1f the total value of your vested benefit is $5,000 or less on the date your benefits are to begin,
yonr benefit will be distributed without your consent as soon as administratively possihle in the
form of a lomp sum payment (a “small benefit cash-out”). You may clect to have a small
boencflt-cash-out paid directly to you, you may roll it ovet fo another employer’s tax-qualified
retirement plan or to an IRA of your choosing, or you may choose to receive a portion of the
distribution as & direct payment and roll over the remaining portion to another plan or IRA.

. If the vatue of your small benefit cash-out is more than $1,00¢ and you
fail to malce an affirmative elsction either to have the lump sum paid directly to you or fo
roli it over, federal law requires that your distribution be rolled over to an IRA chosen by
the Plan. As requited by law, the IRA provider must invest rollover distributions in an
investmant fund designed to preserve principal and provide you with a teasonable rate of
retarn and liquidity. The IRA provider chosen by the Plan will charge you fees for
raigtaining an IRA for you and these fees will be paid from your ndividual IRA, You
may, however, transfer the IRA funds, at any time, to another IRA or to another
employer’s tax-qualified retirement plan. You may contact the Plan Administrator for
further information regarding the Plan’s rollover provisions, the IRA provider, and the
fees and expenses associated with the IRA.

* If the value of your small benefit cash-out is §1,000 or less and yon do not
make an affitmative election to roll it over to another emplayer plan or IRA of your
choosing, your benefit will be paid directly to you in a singte lump sum.
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"Optional Forms of Payment

As mentioned eatlier, if the total vatue of your vested benefit is more than $5,000, you may elect
one of the following optional forms of payment in place of the normal form. of payment. Ifyou
are married, however, your spouse’s gonsent to your election must bo obtained i writing;
witressed by a notary public and submitted to the Cotnpany before your benefits start.

If you worked for another employér that was acquired by the Company, or if you participated
- in another plan that has been merged into this Plan there may be different optional forms of
 payment available to you. Please sce Appendices A, B and C for special provisions thet may

upply to you,

There are five or six forms of payment, depending on your date of hire, from which you may: '
" choose: ' - : .

e Life Annuity: Unreduced monthly payments for your lifetime only.

. 50% Contingent Annuity: Reduced monthly payments for your lifetime.
After your death, one-half of your reduced pension continues throughout your
beneficiary’s life. e

. 66-2/3% Contingent Annuity: Reduced monthly payments for your
lifetime. Afier your doath, 66-2/3% of your reduced pension contines throughout your
beneficlary’s life. ' o )

. 100% Contingent Annuity: Reduced monthly payments for your
lifetime. ‘After yout death, the reduced 100% Contingent Annuity amount continues
throughout your beneficiary’s life.

» Five, Ten or Fifteen-Year Guaranteed Payment Option Life Annulty:
Reduced monthly payments for your lifetime with the guarantos that payments will
continue to your beneficiary if you die before the end of the guaranteed period of 5, 10,
ot 15 years, depending on the guatanteed period you elected. If you die aftor the end of
the guaranteed period, no benefits will be payable to anyone. The guaranteed period
begins when you statt receiving your pension benefits.

e LumpSum: Ifyou wers hired on or afier January 1, 2001 but before
January 1, 2006 and you terminate employment with a vested benefit on or afier Javuary
1, 2006, you may elect to receive your benefit ut any time in the form of a single lump

sum payment.

If you select any benefit option other than a Life Annuity or Lump Summ, your pension benefit
will be reduced (“Contingent Annuity Factor”). This reduction oceuts because retirement
payments may be payable even after your death,

-10-
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Example — Cotfinpent ity - 50% Bene

1.(01.1 ure married and you refire et age 65 with 25 yenrs of service. Your pension upon. retirement,
based on your final 5 year average earings is $925 a month and your spouse is age 63,

Under the automatle 50% Contingent Annuity form of paytnent, your pension ond the amount of
the pensicti to bi paid to your spouse after your death, would be determined as follows: |

The monthly anount of your penslon on your Norraal

Retirement Date (with 25 years of service) under a Life Annuity $925
multiplied by

Contingont Annuitant Facter of 89.9% for & pensioner age 63 anda

beneficiary age 63 (from Tubla 2-50% Contingent Anyuitant Option) 89.9%
equals

The adjusted monthly amount you would receive under this form of

payment (525 x 89.5%) : $832
and

The monthly amotnt paysble during your spouses’ Lifetime upon

your death ($832 g 50%) ' 5416
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.

Ezample — Contingent Annuity - 00% Benefli

I the snme Bltuation s in the previous exemple, howe;var, this time you elect & 100% Contingont
Anmwity. Your pension would be determined as follows:

The monthly amount of your pgnsion on your Normal

Retirement Date (with 25 years of service) under a Life Anpuity $925 .

o juléiplied by ., -

Contingent Annitant Factor of 81.6% for & ponsioner nge 65 and 8

beneficiury age 63 (fom Table 4 +100% Contingent Annuitant Optiow) 2L.6%
‘ | equals I. . ) L

. The reduced pension you would recelve under this form of payment
(3025 x 81.6%) ' $755

and

The monthly smoont payable to your spouse for his or her lifotime

upon. yout death.($735 x.100%) ﬂﬁﬁ'

If you wish to receive your pension in one of the above optional forms of benefit, you must make i
an election duting the 90 day period ending on the date your benefits are to comence (your '
“Anunity Starting Date”), At any time during this 90 day period, you may change an earlier IH,
- election or xequest more information from the Retirement/Benefits Committee, to decide upon the ' 1 f
benefit option that is right for you. You may also postpotie yovr decision on electing a benefit
option up to 90 days. However, electing an additional period to decide on a benefit option will
delay your Annuity Starting Date for a short period of time (no more than 90 days). The form.of
benefit you choose will bevome effective and irrevocable upon your Annuity Starting Date.
Except as provided below, once you have begun. receiving payment of your retirernont benefit,
you may not change the form of payment or the beneficiary elected. (Effective for Plm Years
beginning on and after July 1, 2007, the election period will be the 180 day period ending on
your Annuity Starting Date.) ,

If you elect one of the Contingent Antity options, the election will be canceled if your
designated beneficiary dies before you rotire. If the designated beneficiary of your Contingent
Anuvmity dies within the first two yeats you are receiving your pension, your reduced pension will
be incrensed to tho amount that would have been payable as a Life Annuity tyour full, wnredneed
pevsion).
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DEATH BENEFITS

"The Plan provides death benefits for married and unmasried participants who are fully vested in
their benefits. As required by faderal law, if you are martied at the time of your death, your
surviving spouse will automatically be your beneficiary and recelve a survivor benefit. If you
ave unmarried and have completed at least five Yenrs of Servive, you may designate a
“beneficiary to receive a survivor benefit in the event of your death. You must complete a
beneficiary designation form to name an individual beneficiary. If you are unmarried and have
not completed e beneficlary designation form at the time of your death, there will be no benefits
payable to anyone. All death benefits provided under ¢he Plan will end with the last payment

smade before the death of your surviving spouse or designated beneficiary (your “Beneficiary”).

If you worked for another employer that was acquirved by the Company, or if you participuted

in another plan that has been merged into this Plan there mny be different death benefils

avallable to you. Please see Appendices 4, B and C for specinl provisions that may apply o
. Yo

Before You Are Eligible for Early Retirement

In the event of your death after you have completed five Years of Service, but before you are
eligible for early retirement, your Beneficiary will receive a Contingent Annuity consisting of
monthly payments for the romainder of his or her lifetime. The amount of the benefit your
Contingent Annuitant will receive deponds on your Years of Service, age and Final Average
Earnings at the tinae of your death.

If you are en active employce having completed ten Yeats of Service, your Beneficiary will
receive the same monthly pension as if you had retired on the day before your death and elected
1o take-a reduced pensien for early retirernent in the form of a 100% Contingent Annuity. In
calouluting this benefit, your age, if less than 53, will be inereased to 55, and your Beneficiaty's
age will be increased by this same number of years. DBenefits will cominence as soon a8 ;
administratively possible.

If you are an active employee having completed at {east five, but less than ten Years of Service at
the time of your death, your Beneficiary will receive 50% of thg amount you would have bsen
ontitled to had you tnstead terminated your employment, lived until age 53 and elected a 50%
Contingent Amuity, reduced for early retirement. The benefit payable to your Beneficiary will
be deferred until the first of the month following the date yon would have reached age 55.
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r Example - 100% Contingent Anmuity Benelit:
Suppose you are & Tseried male age 50 with 23 Years of Benefit Service who dies while still
smployed by the Company, and vour pension, if you tetived at age 65, based on your Final
Ayerage Barnings would be §925 per month and at the thne af your death your wife is ag¢ 46,
Under thoss circumstances, the income your wife wou'd receive is detexmined as follows (roundecf to
the nearest dotiar): . : )
Your monthly amount to which you would be entitled on your Notrual Retirernent :
Date : $92s
muléiplied by
Tarly Retiroment Factor of (60%) (at age 55)
equals 60%
The adjusted monthly amount you would be entitied to at age 55 (5923 % 60%) $535
muléiplied by
Contingent Annitant Factor of 87.5% applicable to & pensioner age 55 and a i
}aenaﬁciary age 51 (from Table 4 - 100% Contingent Annujtant Option} _ . . 819% {1
equals :
The monthly amount of the benefit payable to your spouse for his or her lifetime ;
(4555 2 B19%)Y © 8488 J
After You Become Eligible for Early Retirement While Actively Employed
If you aro an active employee eligible for early retircment at the time of your death, your
Beneficiary will recoive the same benefit you would have received if you had retired ofi the day.
before your death and had soleoted a 100% Contingent Annnity.  Your Beneficiary’s benefit

- would be calculated in the same manner a8 above with the Early Retirement Factor detetmined
by your age on the day before you die. In addition, after you reach ady retirement age, you
may, with your spouse’s written, notasized cansent, select a beneficiaty other than your spouse.

If you die while actively employed after your normal retirement, your Beneficiary's paymonts
will be determined in the same mannet, without any reduction for early retirement.

After You Receive Retirement Benefity

Wheather a survivor benefit is payable upon your Jeath after you have begun recelving your
benefit depends on the form of benefit payments you are receiving when you die. If you
rocoived a small benefit cash-out or other fumyp sum payment ot if you are receiving your benefit
as & Life Annvity when you die, there will be no death benefits payable to anyone, If you are
receiving another form of benefit when you die, payments will continue fo the person you have
designated as yout Beneficiary in accordance with the form of payment you elected.
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GENERAL INFORMATION
Name of Flan

The name of the Plan is the Pension Plan for Employees of American Water Wotks Company,
Inc. and Jis Designated Subsidiaries.

Effective Date

The original offective date of the Plan is July 1, 1952. The Plan has been amended and restated
effective as of Jammary 1, 2007.

Type of Plan

The Plan is a defined benefit plan.

Funding Medinm

The Plan assets are held in a truss under a trust agreement with the Plan Trustee.
Plan Year

The Plan Yeat i3 the 12-month period used for administering the Plan, Records aro maintained
and reports are filed with the government on a Plan Year basis. The Plan Year beging on July 1
and ends on June 30 of each yeat. '

Pls;n Sponsor
The Plan is sponsored and maintained by:

American Water Works Compaiy, Inc,
1025 Laurel Oak Road:
Voorheess, NJ 08043

Plan Adminisirator .

The Retirement/Benefits Committee (the “Committee”) administers the Plan, The members of
the Committee ate appointed by the Board of Directors of American Water Works Compatiy,
Inc. The address and telephone nuraber for the Committee ate:

Retirement/Benefits Commiftee
American Water Works Conipany, Inc.

10235 Laure]l Oak Road
Voorhees, NI 08043

(856) 346-8200
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The Comuittee is solely responsible for all matters relating to the administration of the Plan,

1f you have any questions or wish to obtain additional information about the Plan, you should .
contact the Benefits Service Center at (866) 888-8269. - o : :

Plan Trustee

The assets of the Plan are held in a trust that is administered under a writien irust agreement,
The Trustes has the general responsibility for the investment and management of the Plan’s

assets, as wel] as payment of all benefits and expenses payable from the Plan upon direction
from the Plan Admindstrator. The Plan’s Trustee is: ‘ ' '

Wachovia Bank, N.A.
123 South Broad Street - PA4389
Philadelphia, PA 19102

Type of Administration

The Plan is administered by the Plan Administrator.
Normal Retirement Age

Your Notmal Retitement Age g your 65" birthday.
Le'ga] Process

Legal process may bp served on the Plan’s agent:

American Water Worls Company, Inc.
1025 Laurel Qak Road

Voorhees, NJ 08043

Attention: General Counsel

Legal process may also be served on the Plan Administrator or the Trustee.
Employer Identification Number or “EIN”

The Jnternal Revenuc Service assigns each employer an EIN for identification and reporting
purposes, The Plan Sponsor’s BIN is 51-0063696, .

Play Number

The Plan Sponsor is required to assign the Plan a 3-digit number to be used for reporting to the
Depariment of Labor and the Internal Revenue Service, The Plan Number is 001.
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Collective Bargaining Agreements

The Plan is maintained pursuant to one or more collective bargaining agreements (“CBA®).
Patticipants who are covered by a relevant CBA may obtain a copy of the CBA upon written
request to the Plan Administrator. 'You may also exarnine a copy of your CBA in the Plan
Administrator’s office.

Benefit Limitation

The maximum annual benefit payable from the Plan to any individual participant is limited by
the Internal Revenue Code. The limit for 2007 is $180,000. In the unlikely event these lmits
are exceeded, yout benefit under the Plan must be reduced. The Plan Administrator will contact
you if your benefit is reduced as a result of these limits.

Plan Expenses

Bxpenses associated with administering or maintaining the Plan are paid from the trust fund or
by the Company. -

Qualified Domestic Relations Orders

Plan benefits are intended only for you and your beneficiaries. Benefits cannot be assigned,
attached or seized by any craditor except the Intetnal Revenue Service, which can seize them for
unpaid taxes.

Your benefits under the Plan may be assighed to someone else to comply with a “qualified
domestic relations order.” A qualified domestic relations order (ox “QDRO”} is a legal judgment,
deoree or order fhat directs payment of all or part of your henefit fo a former spouse, child or
dependent (the “alternate payee”). A domestic relations order must meot specific legal as well as
Plan requiretnents in order fo be determined by the Plan to be “gualified”. A divorce decrse
alone is not a QDRO.

If you become logally sepatated or divoreed, your benefit under the Plan may become subject to
a QDRO. If you have not begun to receive payment of your benefit under the Plan, a QDRO
may allow an alternate payee to elect to receive his or her award jn a cush Tump sum within 90
days afier notification to the alteinate payeo that the demestic relations order is determined to be
qualified. If you have already begun to receive payment of your benefit before the QDRO is
ontered, then no lump sum payment is allowed, instead the order is limited to a portion of your
monthly paymenis.

The Plan Administrator has established uniform procedures for reviewing and determining
whether domestic relations orders received by it meet the requirements for a QDRO. Youn may
obtain, free of charge, s copy of the Plan’s QDRO procedures by contacting the Plan
Admtinistrator, If the Plan Administrator receives any order affecting your benefit under the
Plan, the Company will notify you. '
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Qualified Military Service

“Qualified Militafy Service” is generally any setvice in the “uniformed services” of the United
States, including setvice in the reserves. The uniformed services include the Army, Navy,
Marine Cotps, Air Force, Coast Guard, and Public Health comnissioned corps,

Under federal law, if you have & period of Qualified Military Service and are reemployed by the
Company, you will no? be toated as having a break in service. The leave will count towards
your Years of Serviow for purposes of eligibility and vesting and towards your Years of Benefit
Service for benefit accrua) under the Plan,

Not a Condract of Employment

No patt of the Plan guaraﬂtees your continued employment with the Company. The Company’s
rights concerning disciplinary action and termination of any employee ate not-in ahy way altered

by any provislen of the Plan.

IRS Approval

Since the Plan is subject to the continuing approval of the Internal Revenue Service, it may be
necessary to make amendménts from time to time to accommodate changes in the law,

Top-Heavy Plan Provisions

Under the tax laws, the Plan is required to contain provisions, which will take offect if the Plan
becomes “top-heavy” sometime in the future. A plan is considered top-hoavy only if the present
value of the accrued benefits for certain employees defined by the IRS as “key employees”
exceeds 60% of the accrued benefits of all employees, Since many employees benefit under this
Plan, it is very unlikely that this Plan will ever become top-heavy. If it docs, vesting will
accelerate and additional minimuns henefits will accrue.

Federal Income Tax Withholding

- For most lump suma distributions you toay request that a direct iransfer of ull or a portion of that

distribution be madé to either an IRA, another qualified erplayer plan, a Code section 403(a)
gnnvity plan, a Code section 403(b) annuily contract, or a Code goction 457 governmental plan
willing to accept the transfer, Such a transfer will result in no federal income taxes being due
until you withdraw funds from the IRA or other qualified epployer plan. Under certain
eircumstances, all ora portion of any lump sum distribution may not qualify for a dircet transfer,
If you actually receive a distribution from the Plan, then in most cases, the truytee will
withhold 20% of the distribution amount for federal income tax purposes. Prior to any
disttibution, you may wish to consult with your tax advisot to determine any tax mplication of
your distribution.

Social Security Benefits

Social Security retitement benefits are entirely separate from your benefit under the Plan, The
amount you may be entitied to from Social Security will depend on your enenings throngh your
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dete of retirement. For 2007, Social Security benefits are based on annual earnings up 1o
$97,500, This limit is recaloulated every calendar year. Social Security benefits may also be
payable to you if you become disabled, or to your sligible survivors in case of your death,

Full Social Security benefits are payable when you reach your Social Security Retirement Age
(“SSRA®). Your SSRA. is 65 to 67, depending on the yeat in which you were born. (Seo table
below). If you retire carly, reduced Sacial Security benefits are available beginning at age 62.

Your spouse may also qualify for Social Security benefits.

Year of Bitth Tull Retirament Age Year of Birth Full Retiroment Age
1937 or earlier 65 1953 66 snd 2 months,
1939 63 and 4 months 1956 66 and 4 monthg
1940 65 and 6 months 1957 66 and 6 months
1941 65 and 8 months 1958 66 and 8 months
1942 &5 and 10 months 1959 66 and 10 months
1943-1954 66 1960 and lator 67

If you have questions about your Social Security benefits you may contact the Social Security
Administration via thely webite at “www.socialsecurity.gov,” or by calling (800) 772-1213.

Amendnoent or ‘Termination of the Plan

The Company expects to continue this Plan, but reserves the right to change or terminate it at any
time, in whole or in part, The Company may tratsfer Plan assefs and debts to another Plan or
split this Plan into two or more patis. If the Company does make a change or ends the Plan, it
may decide to set up a different plan providing similar ot identical benefity, Any amendment
may be made tetroactively effective, No amendment, however, may dleprive you of the benefits
you have already eamed.

The authority fo make any such changes te the Plan generally rests with the Board of Directors
of American Water Works Company, Inc., though the Plan Administrator may also change the
Plan as required by law ot in a manner which will not result in g material cost. Some of the
employees who participate in this Plan do so under the terms of collective bargaining
agteements. The Company takes iis obligations under those agreements very seriously and will,
as required gither by the Company’s contractual agreements or by law, negotiate changes to the
Plan affecting union membets with those unions whose members participate in the Plan.

If the Plan is terminated, you will have a vested right o the retirement benefit you have earned.
The amount of your bensfit, if any, will depend on Plan assets, the terms of the Plan and the
benefit guarantes of the Pension Benefit Guaranty Corporation as described below, Plan assets
will be shared among Plan participants and beneficiaries according to ERISA. Ifthe Plan is fully
funded, you will receive your fiil scorued benefit,
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CLAIMS PROCEDURES

The Retirement/Benefits Committee (the “Committee™) appointed by the Board of Directors of
the Company administers and interprets the Plan and is responsible for ensuring consistent
enforcement of Plan provisions and fair and uniform operation in regard to all members.

If you believe you are entitled to 8 benefit under the Plan, you or your authotized representative
acting on your behalf, may make a claim for benefits. Your claim for benefits must be in
accordance with the ptocodures established by the Committee. Within 58 days afier receiving
the claitn, the Committee will review your claim and notify you of ifs decision. If the Commuittee
determines that mote time is needed to properly review your claim, you will receive a written
notice before the end of the Initlal 90 day review period that will tell you the reasons why the
extension is necessary and the date by which the Committes expects to complete the review and
make a decision. The extension of the review period may not last more than 180 days from the
day the Committee received yout original claim for benefits, ‘

If all or a pottion of your claim for benefits i9 denied, you will be notified in writing of the
specific reasons for the denjal, -A benefit dendal notice wilt tell you (1) the specific reason or
reasong your claim was denied, (2) the Plan provisions on which the denial is based, (3)a
description of any additional information or material required and why it i3 necessary in order for
your claim $o be considered, and (4) the procedure and time lmits for appealing the denial of

your claim.

Tf you feel that you still have a right to benefits aftor your initial claim has been denied, you or
your authorized representative may appéal to the Committee within 90 days of the date on which

" you received the written benefit denial. Your appeal must be in accordance with procedures

established by the Committee. If you fail fo file a timely appeal, your claim will be petmanontly
denied. You ot your authorized reprosentative may teceive, upon request and free of charge,
coples of all documents, yecords and other information which s considered relevant to your
olaim under the law. You and vour authorized representative may submit to the Cormittes
written comments, documents, records or other information in support of your ¢laim. The
Committes will review the appeal taking into account all materials which you of your
representative have snbmitted, whether or not the information was part of your original claim,

The Committee will notify you in writing of its decision on the appeal of your claim withih 60
days of receipt of the appeal unless the Committee determines that more time is needed. If the
Commiittes determines that more time is needed to properly review your appeal, you will receive
a writien notice before the end of the initial 60 day review period that will tell you the reasons
why the extension is necessary and the date by which the Committee expects to complete the
reviow and make a decision. The extension of the appeal roview period may not last more than
120 days from the day the Committee receives your appeal,

If your appeal is denied, the written notice of denial will include:(1) the specific teason or
reasons your claim was denied, (2) the Plan provisions on which the denial is based, (3) a
statement that you are entitled to receive, upon request and free of charge, reasonable access to
and copics of all documents, records and other information relevant to the claim, and (4)a
statement of your right to bring legal action.
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If you wish to bring legal action to have a court review a claim denial, you must do so within 90
days of recelpt of the notification that your claim has been denied. If you fail to bting a timely
court action, your claim will be permanently denied. .

FEDERAL PENSION BENEFIT INSURANCE

Your pension benefits under this plan are insured by the Pension Benefit Guaranty Corporation
(PBGC), a federal ingurance agency, If the Plan terminates (ends) without encugh money to pay
all benefits, the PBGC will step in to pay pension benefits. Most people receive all of the
pension benefits they would have received under their ptan, but some people may lose certain
benefiis.

The PBGC guatantee generally cavers: (1) normal and early retirement benefits: (2) disability
benefits if you become disabled before the plan terminates: and (3) certain benefits for your
survivors,

The PBGC guarantee generally does not oover: (1) benefits greater than the maximum
guaranteed amount set by law for the year in which the plan tetminates: (2) some or all of benefit
increases and new benefits based on plan provisions that have been in place for fewer than 5
years at the time the plan terminates; (3) benefits that are not vegted because you have not
wotked long encugh for the Company; (4) benefits for which you have not met all of the
requirements at the time the plan terminstes; (5) cerfain eatly retirement payiments (such as
supplemental benefits that stop when you become eligible for Social Security) that result in an
eatly rotirement monthly benefit greater than your monthly benefit at the Plan’s normal
retirement age; and (6) non-pension benefits, such as heelth insurance, life insurance, cettain
death benefits, vacation pay, and saveraice pay.

Tiven if certain of your benefits are not guaraniced, you still may receive some. of those benedits
from the PBGC depending on how much money the Plan has and on how much the PBGC
collects from employers.

For mote information about the PBGC and the benefits it guarantees, ask the Plan Administrator
or contact the PBGC's Technical Assistance Division, 1200 K Street N.W., Suite 930,
Washington. D.C. 20005-4026 or call 202-326-4000 (not a toll-free number). TTY/TDD users
may call the federal relay service toll-free at 1-800-877-8339 and ask to be connectad to 202-
326-4000. Additional information about the PBGC’s pension insurance program is available
through the PBGC’s website on the Internet at www.pbge.gov,

YOUR ERISA RIGHTS
‘The following statement of ERISA rights is requived by federal law and regulation,

As a participant in the Plan, you are entitled to certain rights and protections under the Employce
Retiroment Income Security Act of 1974 (ERISA). ERISA provides that all plan participants
shatl be entitled to '
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Receive Information about Your Plan and Belieﬂts

Examine, without charge, at the plan administrator's office and at other specified locations, such
ag worksités and union halls, all documents govetning the plan, including insurance contracts,
and a copy of the latest annual report (Form 5500 Series) filed by the plan with the U.S,
Department of Labot and available at the Public Disclosure Room of the Employee Benefits
Secutity Administeation. '

Obtain, upoh written request to the plan administrator, copics of documents governing the
operation of the plan, including insuranice contracts, collective bargaining agreements and coples ;
of the latest anmual report (Form 5500 Series) and updated summary plan description, The plan

administrator tnay make a reasonable charge for the copies. , . S

Receive a summary of the plan’s annual financial report. The plan administrator is required by
Taw to furnish each participant with a copy of this summary annual report,

r-

Obtain a statement telling you whether you have a right to receive a pension a normal retirement
age {age 65) and if so, what your benefits would be at noxmal refirement age if you stop working
nnder the plan now. If you do not have a right to a pension, the statement will tell you how
many more years you. have to work to get a right to a pehision. Thiis statement pust be requested
in writing and is not required to be given more than once every twolve (12) months. The plan
must provide the statement free of charge.

Prodent Actions by Plan Fiduciaries

In addition to creating rights for plan participants ERISA imposes duties tpon the people ‘who :
are responsible for the operation of the employee benefit plan. The people who operate your ¥
plan, called “fiduciaries” of the plan, have a duty to da so prudently and in the interest of you :
- and other plan participants and beneficiaries. No one, including your employer, your union, or
any other person, may fire you or otherwise discriminate against you in afty way 1o prevent you
from obtaining a pension benefit or exercising your rights under ERISA.

Enfarce Your Rights

If your claim for a pension benefit is denied or ignored, in whole or in part, you bave a right to 4
know why this was done, to obtain copies of documents relating to the decision without chazge, i
and to appeal any denial, all within certain tive schedules. : fi

Under BRISA, there are steps you can take (o enfotce the above rights. For instance, if you
requost a copy of plan documents or the latest antual report from the plan and do net receive :
them wifhin 30 days, you may file suit in a Fedetal court. In such a case, the court may require ;
the plan admindstrator to provide the materials and pay you up to $110 a day until you receive the i
walerials, unless the materlals were hot sent because of reasons beyond the control of the
administrator. I you have a claim for benefits which is denied or ignored, in whole or in part, ;
you may file suit in a state ot Federal court. In addition, if you disagree with the plan’s decision f
or lack thereof concerning the qualified status of a domestic relations order you may file suif in i
Federal court, If it should happen that plan fiduciaries misuse the plan’s meney, or if you are ‘
discriminated against for asserting your rights, you may scek essistance from the TS,
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Department of Labor, ot you may file suit in a Federal court. The court will decide who should
pay court costs and legal fees. If you are successful the court may order the person you have
sned to pay these costs and fees, If you lose, the coutt muay order you to pay these costs and fees,
for example, if it finds your claim ig frivolous.

Assistance with Your Questions

If you have any quesiions about your plan, you should contact the plan administrator. If you
have any questions about this statement or about your rights under ERISA, or if you need
agsistance in obtaining documents from the plan administrator, you should contact the nearest
office of the Bployee Benefits Security Administration, U.S. Department of Labot, listed in
your telophone directory ot the Division of Technical Assistance and Inquiries, Employee
Benefits Security Administration, .8, Departtment of Labor, 200 Constitution Avenus N.W.
Washington, D.C. 20210, You may also obtaln ceriain publications sbout your rights and
responsibilities under ERISA by calling the publications hotline of the Employee Benefits
Security Administratiot. '

Caution: This SPD Is intended to explain the Plan in a stmple and understondadle way,
: However, in the event of any inconsistency between the SPD and the acinsl
provisions of the Plan, the Plan will govern,
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APPENDIX A

SPECIAL SERVICE CREDITING AND BENEFIT ACCRUAL RULES TOR CERTAIN
' ACQUISITIONS ANI} LOCATIONS

A, General Rules.

Al.  Vesting and Benefit Acernal. The following special service erediting rules
shatl be apphied in determining ths earliest commencement date for service credit, for benefit
acetual and vesting for employees of the following named subsidiaries -which have, gither by
designation in accordance with the Plan or by merger into 2 Designated Subsidiary become
Designated Subsidiarigs,

A2. Bligibility for Barly Retirernent, For purposes of computing eligibility for
Early Retirement, Years of Service with a Subsidiary which has; after December 31, 1971,
become a Designated Subsidiary, whether by designation in accordance with the Plan ot.by
metger into 8 Designated Subsidiary, shall be taken into account, but only after the Patticipant in
question has completed 4 Years of Service after the first date upon which he was'etnployed by a
Designated Subsidiary.

- A3, Barly Retirement Reduoction Factors, Unless otherwise specified balow,
Yoars of Service for dotermining the applicable Early Retirement Reduction Factor under Table
1 shall be determined in the same manner as Years of Service for benefit acorual,

A4, Break-in-Service Rules. These rules are subject ta the Break-in-Service
rules outlined in the Plan and are not to be construed to require the orediting of Years of Service
for-any purpose if those Years of Service ave disrogarded under the Break-in-Service provisiona
of the Plan under the applicable provisions in effect wher the Participant.in question sustained
his first Break-in-Service. . - ‘ -

B.  Special Rules.

B.1, California-American Water Co. Service for all Hmployees who first
became Employees by reason of the aceuisition of California-American Water Co. shall begin no
eatlier than December 28, 1970 for purposes of vesting and benefil accrual, However, in
determining eligibility for Barly Retirement and in spplying the Barly Retirement Roduetion .
Faciots of Table 1, Years of Service with California-American Water Company before
December 28. 1970 shall be taken into account. See Table 5 for Special Option Factors.

B.2. Hershey Water Company, Service for all purposes for-Dale Grinder and
Ralph Light, who arc catitled to a nonforfeitable benefit under a pension plan maintained by
NERCO, Inc. and its subsidiaries, shall begin April 19, 1977, .For all other Employees who
became Employees by reason of the acquisition of Hershey Water Company, service for all
purposes shall begin on their date of hire by HERCO, Inc. nearest April 19, 1977, the date of
acquisition of Hershey Water Company. . : : . :




UWUA Local 336-038-R2
Page 28 of 87

B.3. Norisiown Water Company, Service for all purposes shall begin on such
Bmployee’s date of hite nearest January 11, 1962, the date Noistown Water Company was
aoquired,

B.4. Paradise Valley Water Co. Setvice for all purposes shall begin on such
Employee’s date of hire nearest December 3, 1969, the date Paradise Valley Water Co., was
acquired,

B,5. Village Water Company. Service for all purposes for Donald M, Ross
shall begin on July 10, 1967. Service for all purposes for all others ghall begin December 28,
1970,

B.6. West Virginla Water Compeny, Service for all Employees who first
becats Employees by reason of the acquisition of West Virginia Water Company shall begin,
for purposes of vesting and benefit acerual, no earlier than December 1, 1970. However, in
determining eligibility for Barly Retitement, and in applylng the Barly Retirement reduotion
factors of Table 1, Years of Service with West Virginia Water Company shall be taken into
account. See Table 5 for Speeial Option Factors.

B.7. Yardley Water Company, Setvice for all purposes for Bmployees who
became Employees by reason of the acquisition of Yardley Water Company shall begin on
December 1, 1970, . :

B.R. Pekin Water Works Company. Service for all purposes for . Brown,
R.O. Ivey and H.J. Schiszio shall begin on January 1, 1982. Setvice for all purposes for AL,
Calvin, Sr., JW. Lockhart and K.L, Price will begin on their date of hire by Pekin Waier ‘Works
Company nearest the date Pekin Water Works Company was acquired. Their accrued benefits
voder the Pekin Water Works Company Pension Trust shalt be frozen as of May 1, 1982, and the
retirement income benefits eammed by those Employess under this Plan reduced by the amount of
that frozen benefit. Service for all purposes for Employees covered by a collective bargaining
agreoment entered into by Pekin Water Works Company and in effect on January 1, 1982 will
commence ot April 1, 1982. See Table 5 for Special Option Factors.

B.9. Sevmour Water Co. Service for benefit accrual for Employees who
became Employees by reason of the acquisition of Seymour Water Co, will commencs o March
16, 1982. For vesting purposes, such Employees will be given credit for service with Seymour
Water Co. from their date of hire ncarest March 16, 1982, See Table 5 for Special Option
Factors.

B.10. New Mexizo-American Water Company, Service for all Employees who

first became Employees pursuant #o the terms of the Asset Acquisition Agreement between
Clovis Water Company and New Mexico-American Water Company shall inctude Years of
Service with Southwestern Public Service Company for purposes of determining cligibility to
participate, vesting, beneflt accrual, eligibility for Early Retirement, including, for purposes of
satisfying the minimum service requirement thereof, eligibility for Disability Retirement and
eligibility for Surviving Spouse Benefits and in applying the Early Retitement Reduction Factors -
of Table 1. )
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B.1]l. Indiana-American Water Company; Inc, Service for benefit accrual for
employees previously covered by the Indiana-Arserican Water Company, Inc, Plumbets and
Steam-Fitters Local 157 Pension Plan (Terre Haute Bargaining Unit) (the “Terre Haute Pension
Plan”), shall begin on May 11, 1987, For purposes of vesting and Disabilicy Retirement, service
for all such employees shall include service taken into account under the Terre Haute Pension
Plan, Service for all such employees for putposes of eligibility for early retirement shall include
all service credited under the Terre Haute Pension Plan for purposes of determining whether any
such employee’s age and Years of Service total at least 70, provided that no such-employce shall
be entitled to early retirement wnder the Plan before May 11, 1992.

B.12. Brownsville Water Company. Service for all purposes under the Plan
other than for benefit acorual shall begin on such Employes’s date of hite by Brownsville Water

Company nearest the dato that that company was acquired, which was Tuly 1, 1990, Service for
benefit accrual under the Plan for such Employoee shall begin July 1, 1990

. B.13. Californis Water Company. Service for all purposes under the Plan other
than for benefit accrnal shall begin on such Employee’s date of hire by California Water
Company nearest the date that the company was acquired, which was July 1, 1990, Service for
benefit acerual under the Plan for such Bmployee shall begin July 1, 1990,

B.14. -Cettaliy Transferred Employees. For purposes of computing the monthly
notmal or late retivement income under paragraph 12 of any Employee of California-American
Water Company, ‘West Virginia Water Company, Yardley Water Company, New Moxico-
American Water Company or any other Subsidiary, who had been smployed by the Company or
a Designated Subsidiary and who was transferred to a Subsidiary that, at the time of such transfer
was not, but subsequently became, a Designated Subsidiary, that Employee’s service with such
Subsidiary during the period before it beeame a Deslgnated Subsidiary shall be eredited to the
game extent as if it had been performed for the Company or a Designated Subsidiary. ‘Tn
addition, during ¢hat intervel, sich Employee shall be considersd a Participant for purposes of
eligibility for Early Retirement, Disabilily Retirement and eligibility for Survivor Benefits.’

B.15. Nosthetn Michigan Water Company. Service for benefit accrual for
Employees who first became Employces by reason of the acquisition of Northern Michigat
Water Company will commencs on August 31, 1993, the Closing Date under the Stock Purchase
Agreement dated as of January 30, 1993. For eligibility to participate, vesting and eligibility for
cary retirement under the Plan, service with Notthern Michigan Water Company shall be
counted.

B.16, Ohio_Suburban Watey Company. Service for benefit  accrual for
Employees who first became Bmployees by reason of the acquisition of Ohio Suburban Water
Company will commence on August 31, 1993, the Closing Date under the Stock Purchase
Agreement dated as of Yanuary 30, 1993. For eligibility to patticipate, vesting and eligibility for
early retirement under the Plan, service with Ohio Suburban Water Company shall be counted.

B.17. Missouri Cities Water Company. Service for benefit acerual for
Employees who first became Employses by reason of the acquisition of Missouri Cities Water
Company will commence on August 31, 1993, the Closing Date under the Stock Purchase.
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Apgreement dated as of January 30, 1993. For eligibility to patticipate, vesting and eligibility for
early rotirement under the Plan, service with Missourt Cities Water Company shall be counted,

B.18. Indians Cities Water Corporation. Service for benefit accrual for
Employees who first became Employees by reason of the acquisition of Indiana Cities Water
Corporation will commence on August 31, 1993, the Closing Date under-the Stock Purchase
Agresment dated 2s of January 30, 1993, For eligibility to participate, vesting and eligibility for
early retirement under the Plan, service with Indiana Cities Water Corporation shall be counted.

_ B.19. Pennsylvania Gus and Water Company, Service for all purposes under the
Pian other than for benefit accrval shall begin on such Employees date of hire by Penngylvania
Gas and Water Company nearest February 16, 1996, the closing date under the Asset Purchase
Agreement by and among Pennsylvania Enterprises, Inc., Pennsylvania Gas and Water
Company, American Water Works Company, Inc. and Pennsylvania-Amorican Water Corapany,
Service for benefit accrual undet the Plan for such Employee shall begin Februaty 16, 1996.

B20. Hawaii Amerloan Wator, Service for benefit accrual for Employees who
first became Broployees by reason of the acquisition of Hawali American Water will commence
on July 1, 1998, For eligibility to patticipate, vesting and eligibility for early retirement under
the Plan, service with Hawaii American Water shall be counted,

B.21. United Water Resources, Ing.

(a)  Service for beneflt accrual for etnployees previcusly covered under
the United Water Resources, Inc. Retirement Plan (the “United Plan”), shall begin on the
following datcs:

Location Date

United Water of Indiana February 1, 2000
United Water of Wegt Lafuyeite Februagy 1, 2000
United Water of Virginia February 28, 2000
United Water of Missouri May 1, 2000
United Water of Illinois May-31, 2000

For eligibility to participate and westing under the Plan, service with United Water Resouroces,
Inc. shall be counted.

()  Service for all purposes for Brmployees pievicusly covered under
the United Waterworks Inc. Employees® Retitement Plan (the *United Waterworks Plan”) whose
terms and canditions of employment are covered by & union contract shall include all service
taken into account under the Unfted Waterworks Plan. Accrued Benefits under the Plan shail be
determined on tho basis of the United Waterworks Plan formula in effect on the date(s) specified
in (a) above, as applicable. '

B22. City of Coategville Authority, Service for benefit acerunl purposes for
Fmployees who first became Bmployees by reason of the Asset Purchase Agreement by and
betweon the City of Coatesville Authority and American Water Works Company, Inc. will
commence on March 23, 2001, the Closing Date under the Asset Purchase Agreement dated

Y
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February 15, 2000 and amended on October 5, 2000, For eligibility to patficipate, vesting and

eligibility fot early rotirsment under the Plan, setvice with the City:of Coatesville Authority shall
be counied. : _ .

B.23. Texas American Water Company. Service for all purposes under the Plan
for Employces who first became Employees by reason of the acquisition of Texas Atnerican
Water Company on November 1, 2001, will commence on July 1, 2002. '

B.24. Citizens Utilities Cotipanies. Service for benefit acorual pwiposes for
Bmployees who first became Employees by teason of the Assot Purchase Agreoment by and
among Citizens Utilities Company and Certain of Its Affiliates and Aerlcan Water Works
Company, Ine., and Arizona-American Water Company will commence on January 15, 2002, the
Closing Date under the Asset Purchase Agreement dated October 15, 1999, Far eligibility to
participate, vesting and eligibility for eatly rotirement under the Plan, service with Citizens
Utilities Companies shall be counted. Employees described under this Section B.22 may
continge 1o acere benefits under the Plan for Years of Sexvice on and: after December 31, 2005,

B25. City of Webster Groves, MO. Service-for benefit acorual for Fmployees
who first became Bmployees by reason of the acquisition of City of Webster Groves, MO will
commence on February 8, 2002, For eligibility to participate, vesting and efigibility for early
retirement under the Plan, service with City of Webster Groves, MO shall be counted.

C. Benefit Accrual on and after Decenber 31, 2005, The following groups shall

continuwe to accrue benefits undet the Plan for Years of Service credited on and after Decernber
31, 2005: ' :

C.1  Sterling, Jlinois. Union employess employed at the Bterling, linois
Tacility. -
C2  Call Canter. Union employees employed in the Employer’s call center at
either the Alton, Illinois facility or the Pensacola, Florida facility.

€3 Citizens Utility Company, Union einployées on Janwary 15, 2002
employed in the water business acquired from Citlzens Utility Company.
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APPENDIX B
SPECIAL SERVICE CREDITING RULES AND BENEFIT PROVISIONS

RELATING TO NEI ACOUXSITION

1. INDIANA-AMERICAN WATER COMPANY, INC. (formetly Northwest Indiana Water
Corporation) - UNION EMPLOYEES AT THE NORTHWEST OPERATIONS
FACIUTY

Effective December 31, 2002, or as soon as administratively practicable thereafter, the
Northwest Indiana Water Company Retitsment Plan (the “Indians Plan™), consisting of two
different groups of union employess, was merged with and into the Plan, Bffective January 1,
2003, all eligible union employees of Indiana-Ametican Water Company, Inc. began
participation in the Plan,

The following special rules apply only to each active Employee of Indiana-American Water
Company, uo, who, as of December 31, 2002, is both; (1) a member of the USWA, Local 13584
(including Local 13584-01) at the Company’s northwest operations facitity, and (2) & participant
in the Indiana Plan.

_ A. Service Crediting. Al service with the Company, including service with
Northwest Indiana Water Corporation and Indiana-Ametican Water Company, Inc. shall be
credited to a Participant for putposes of vesting and for purposes of determining enlitlement to
Fazly Retirement,

For purposes of benefit accrual service, effective December 31, 2002, a Participant will cease ta
be credited with yeats of service under the Indiana Plan. Thereafier, a Pasticipant’s benefit
acctual service shall consist of benefit accrual service credited under the terms of the Indiana
Plan through December 31, 2002, plus, beginning January 1, 2003, any additional benefit gervice
oredited under the terms of the Plan,

B. Early Retiroment Date, A Participant’s Barly Retirement Date shall be the first of
any month following the date he attains at least age 55 (but before age 65) and is oredited with 5
Years of Service for vesting purposes.

C. Early Retirement Incomse. The benefic payable to a Participant commencing on his
Early Retirement Date shall be a monthly amount equal to the sum of:

(1) his normal retirement benefit as determined under Section D(1) reduced
to reflect the early commencement of benefits by multiplying such benefit by the factor from the
following table:
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Loyser of:

Yerrs until ags 65, ot . )
Yeurs of Servica for vesting Applicable Fraction
purposes fess than 30 -

10 15/3¢

] " 16730

8 17/30

7 18/30

6 19/30-

5 20/30

4 22/30

3 24i30

2 26/30

1 28/30

H 30430

plus

(2)  his'normal retirement benefit as determined under Section D{2) nultiptied
by the appropriate factor, determined by his' attained age and Years of Service at his Eady
Retirement Date, as set forth 1n the Scheduls of Early Retirement. Factos attached to this Plan as
Table 1. : :

D, Normsal Retiroment Income. Bffectlve for any Participant retiring on and after

January 1, 2003, except as modified by the provisions of subparagraph 18(a) of the Plan, the
benefit payable to a Patticipant commeneing on his Nommal or Late Retirement Date shall be a
mofithly amount equal to the sum of}

(1)  1.667% of Final Average Earnings at retirement multiplied by Years of
Service prior to Janvaty 1, 2003, as determined under the provisions of the Indiana Plan, up to a
maxinum of 30 years, plus;

@) 1.60% wwitiplied by Years of Service credited to the Participant under the
tetms of the Plan on and after January 1, 2003, multiplied by his Final Average Earnings as
defined by the Plan.

In no event shall a Participanf’s Accrued Benefit be less than his Accrued Benefit camed under
the terms of the Indianu Plan ag of Decermber 31, 2002,

E, Vested Bonefits inﬂ_n_‘ e Fvent of Tetmination of Bruployment.  The benefit of any

vested active Patticipant who texminates employment on or after Januvary 1, 2003, and who is not

yet oligible for Barly Retirement, shall be determined in accordance with Section C above.

Ii, MISSOURI-AMERICAN WATER COMPANY (formerly St. Louis C‘oun_ty Water
Company) - UNION EMPLOYEES

Liffective June 30, 2003 the St. Louis County Water Company Pension Plan (the “St. Louis
Plan”), consisting entirely of union Employees, was merged with and . into the Plan. These
mnion Employees continued to participate under the terms of the St. Louis Plan until January 1,
2004, at which time all eligible union employees of Missowri~Americant Water Company began
participation in the Plan.
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The following special rutes apply only to each active Braployes of Missouri-Ametican Water
Company who, as of Decemiber 31, 2003, is both: (1) 2 member of the Utility Workers Union, of
America Affiliated with the AFL-CIO, Local 335, and (2) a participant in the St. Louis Plan,

A, Service Crediting. All service with the Company, inctuding service with St.
Lowis Water Company and Missouti-American Water Company, shall be credited to a
Participant for purposes of vesting and determining eligibility for early retirement, preretirement
death benefits and disability benefits.

For purposes of benefit accrual service, effsctive December 31, 2003, 2 Participant will cease to
be credited with years of setvice under the St. Louis Plan. Thereafter, n Participant’s benefit
acerual service shall consist of benefit acorual service credited nnder the terms of the St. Louis
Pian through December 31, 2003, plus, beginning January 1, 2004, any additional benefit service
credited under the terms of the Plan. .

. B.  Batly Retirement Tncome. The bonefit payable to a Participant commencing on
his Early Retirement Date shall be a monthly amount equal to the snm of:

(1) his normal retirement benefit as dotermined under Section C(1) reduced fo
refiect the early.commencement of benefits by multiplying such benefit by the factor from the

following table:
Age M able Fac
64 970
a3 041
62 013
61 B85
60 859
59 833
58 808
57 784
56 760
53 737
plus :

(2) his normal retivement bonefit as determined under Section C(2) multiplied by
the appropriate factor, determined by his attained age and Years of Service at his Barly
Retirement Date, as set forth in the Schedule of Early Retirement Factors attached to this Plan ag
Table 1. .

¢.  Normsl Retitement Income. Effective for any Participant retiring on and afler
January 1, 2004, except as modified by the provisions of subparagraph 18(a) of the Plan, the
benefit payable to a Participant payable on his Normal or Late Retirernent Date shall be a
tnonthly amount equal to the swm of:

(1) 1.50% rmitiplied Gy yoars of service credited to the Participant under the
terms of the St. Louig Plan through December 31, 2003, multiplied by his Final Average
Farnings as defincd by the Plan; plus : _
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(2) 1.60% multiplied by Years of Servicé credited to the Participant under the
terms of the Plan on and after January 1, 2004, multiplied by his Final Average Earnings us
defined by the Plan.

In no event shall a Participant’s Accrued Benefit be less than his Accrued Benefit eamned under
the terms of the St. Lonis Plan as of December 31, 2003, o .

D.  Vested Benefits in the Bvent of Termination of By ent. The benefit of any
vested active Patticipant who terminates employment on or after Jamyary 1, 2004, and who 13 ot
yet eligible for Barly Retirement, shall be determined in accordance with Section B above.

M.  LONG ISLAND WATER CORPORATION - UNION EMPLOYEES

Effective June 30, 2004, the Long Island Water Corporation Bmplqueé Retirement Plan
(the “Long Island Plan"), consisting entirsly of union Employees, was merged with and into the
Plan. Effective July 1, 2004, all eligible wnion Employees of Long Island Water Company began

participation in the Plan.

The following special rules apply only to each active Employee of Long Island Water
Corporation who, as of June 30, 2004 is both: (1) a member of the Utility Workets Union of
America Local 365 at the Company’s Long Island, New York facility, and (2) participating int
the Long Tsland Plan.

A, Service Crediting, All service with the Company, including service with Long
Island Water Corporation, shall be credited to a Participant for purposes of vesting, determining
eligibility for early retirement, preretivement death benefits and disability benefiis.

For purposes of benefit accrual service, offective June 39, 2004, a Participant will ccase
to be credited with years of service under the Long Island Plan. Thereafier, 2 Participant’s
benefit accrual service shall consist of benefit accrual service credited under the terms of the
Long Istand Plan through Fube 30, 2004, plus, hoginning July 1, 2004, any additional benefit
service ctedited under the terms of the Plan. ' ,

B. Barly Retirement ncome, The benefit payable to & Paxticipant on his Barly
Retirement Date shall be his normal retirement benefit as determined under Section C nmultiptied
by the appropriate factor, determined by his attained age and Years of Service at his Barly
Retirement Date, as set Torth in the Schedule of Barly Retirement Factors atached to this Plan as
Table. 1.

C Normal Retirement fncome, Effective for any Participant retiting on ot after July
1, 2004, except as modified by the provisions of subparagraph 18(a) of the Plan, the benefit
payable to a Participant on his Normal or Late Retirerment Date shall be a monthly amount equal
to the sum of the following:

1 1.75% multiplied by years of service credited to the Participant under the
terms of the Long Island Plan through June 30, 2004, multiplied by his Final Average Earnings,
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as defined by the Plan, as of the earlier of Decotnber 31, 2007 or his acinal fermination of
etmployment; plus

' (2)  1.60% multiplied by Years of Service credited to the Participant under the
terms of the Plan on and after Tuly 1, 2004 but before January 1, 2008, multiplied by his of Final
Average Farnings, as defined by the Plan, ag of the eatlier of December 3t, 2007 or his actual
termination of employment; plus .

(3)  1.60% multiplied by Earnings, as defined by the Plan, for each Year of
Servics cradited under the terms of the Plan on and after January 1, 2008 through his date of
retirement or other termination employment.

In no event shall a Participant’s Accrued Benefit be less than his Accrved Benefit earned
under the terms of the Long Island Plan as of June 30, 2004.

D.  Vested Benefils in the Event of Termination of Employment, The benefit of any
vested active Participant who terminates employment on or after July 1, 2004 and who is not yet
eligible for Barly Retirement, shall be determined in accordance with Section B above.

E. Special Rules for Unign Employees Hired On and After July 1. 2004, The
following special rules apply only to an Employee of Long Taland Water Corporation who is

hired on or after July 1, 2004, and is & member of the Utility Workers Union of America Local
365 at the Company’s Long Island, New York facility, A Participant shall, upon meeting the
eligibility requirements of paragraph 4 of the Plan, conumence pasticipation under the terms of
the Plan except as otherwise provided below: -

(1)  Nomal Retirement Income.

. (8)  Hired Before January 1, 2006, Effective for any Participant hired
before Tanuary 1, 2006, except as modified by the provisions of subparagraph 18(a) of the Plan,
a Participant’s monthly retirement income commencing on his Normal or Late Retirement Date
shall be an amount equal to the sum of the following:

@) 1.60% multiplied by Yests of Service credited to the
Participant on and after July 1, 2004 but before Jarwary 1, 2008, multiplied by his of Final
Average Barnings as of the earlier of December 31, 2007 or his actual texmination of

employment; phus
(i)  1,60% multiplied by Ramings for each Year of Service

credited fo the Participant on and afier Japuary 1, 2008 through his date of retirement or other
termination employment,
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IV, ILLINOIS-AMBRICAN WATER COMPANY- (f(;rmerly Northern Iflinois Water
Corporation) - UNION BMPLOYEES AT CHAMPAIGN, JLLINOIS

Bffective June 30, 2004, the Northern Illinois Water Corporation Retirement Tncome Plan (the
“Northern Tllinois Plan™), conslsting of two different groups of union employees, was merged
with and into the Plan. Effective July 1, 2004, all eligible union employees of Tilinoig-American
‘Water Company began participation in the Plan. '

Employees of Iilinois-Ametican Water Corpairy who are members of the IBEW Local 51 at the
Company’s Sterling, Illinois facility continue to patticipate under the terms of the fotmer
Northetn Ilinois Plan, as described in Article V of this Appendix B.

The following special rules apply only to each active Bmployee of Illinois-American Water
Compaty who, as of June 30, 2004, is both: {1) a member of the Uility Workers Union of
America, Local 500 at the Company’s Champaign, Tllinois facility, and (2) a participant in the
Northern. Mllinois Plan. : .

. A Service_Crediting, All service with. the Company, including sefvice with
Northern Illinois Water Corporation and I1linois-American Water Company, shall be credited to
a Participant for purposes of vesting and for purposes of determining ehtittement to Baxly
Retirement.

For purposes of benefit accrual service, effective June 30, 2004, a Participant will cease to be
ctedited with years of gervice under the Northern IHlinois Plan. Thereafter, a Participant’s benefit
acerual service shall consist of benefit acerual sexvice credited under the terms of the Northern
Tllinois Plan through Tune 30, 2004, plug, beginning July 1, 2004, any additional benefit setviee
credited nnder the terms of the Plan, _ '

B. Farly Retirernent Date. A Participant’s Barly Retitement Datc shall be the fitst of
any months following his attainment of age 55 but before age 63.

C. Early Retirement Income. The benefit payable to a Participant commencing on his
Barly Retirement Date shall be a monthly amount equal to the sum of?

(1)  his normal retirement benefit as determined under Section (1) reduced
to reflect the early commencerent of benefits by multiplying such benefit by the factor from the
following table: .

Y.
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Number of Years
Early Retirernent Date
Procedes Normaj Aypplicabls Factos
Retiremant Date
i 97
2 94
3 91
4 .88
5 85
6 82
7 79
8 76
9 73
10 70

. plus

2)  his normal retirement benefit as determined under Section D(2) multiplied
by the appropriate factor, determined by his aftained age and Years of Service at his Farly
Retirement Date, as set forth in the Schedule of Early Retirement Factors attached to this Plan as
Table 1. ' ‘

D.  Normal Retirement Income. Effective for any Participant retiring on und after
Tuly 1, 2004, except as modified by the provisions of subparagrapl 13(a) of the Plan, the benefit
payable to a Participant commencing on his Normal or Late Retirement Date shall be 2 monthly
amount equal to the sum of! ‘

(1)  1.33% multiplied by yéars of service credited to the Participant under the
terms of the Northern Illinois Plan through June 30, 2004, multiptied by his Final Average

.Earnings as defined by the Plan; plus

() 1.60% multiplied by Years of Service credited to the Participant under the
tetms of the Plan on and afler Tuly 1, 2004, multiplied by his Final Average FHarnings as defined

by the Plan.

Tn no event shall a Participant’s Accrued Benefit be less than his Accrued Benefit eamed under
the tevms of the Northern Illinois Plan as of une 30, 2004, '

E. Vested Benefits in the Byent of Termination of Employment. The benefit of any
vested active Participant who tetrrninates employment on ar afier July 1, 2004 and who is not yet
eligible for Early Retirement, shall be determined in accordance with Section C above.

V.  ILLINOIS-AMERICAN WATER COMPANY (formerly Northern Illinois Water
Corporation) - UNION EMPLOYEES AT STERLING, ILLINOIS

Effective June 30, 2004, the Notthern Illinois Water Corporation Retirement Income Plap (the
“Northern Illinois Plan®), consisting of two different groups of union employees, was merged
with and into the Plan. Employees of Ilinois-American Water Company who are membets of
the IBEW Loocal 51 at the Company’s Sterling, Illinois facility shall continue to participate under
the terms of the former Northern Ilinolg Plan, as described in this Arficle V. :
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The following special mles apply only to each active Employee of Illinois-American Watcr
Compeny who is: (1) as of Juno 30, 2004, both: (a) & membex of the IBEW Local 51 at the
Company’s Stetling, Ilinois facility, and (b) a patticipant in the Northera Ilinots Plan; or (2)
hised on or-after July 1, 2004 as & member of the IBEW Local 5] at the Company’s Sterling,
Hlinois facility. : : :

Union employees empioyod at the Stesling, Ilinois faoility may continue to accrue benefits
under the Plan for Years of Service on and afier December 31, 2005, . Except as otherwise
provided under this Article V, a Participant shall participate in and be subject fo all provisions of
the Plan.

A, Definitions, All capitelized tenms which are not defined below. shall have the
weating given to them under Paragraph 2 of the Plan,

(1)  “Actuarial Equivalent” means, for purposes of determining optional forms
of payment (other than for benefit determinations subject to the requirements-of Code gection
417(e)(3)), the equivalent actvarial value of the normal form of benefit for unmarried
Participants based on an interest rate of 7.3 percent and the mortality table as sef forth in
Ravenue Ruling 95-6. :

(2)  “Compengation” means, for putposes other than the limitations under
Appendix 2, the fotal earnings paid or made available to an Employee by the Employet plus
contributed by the Employer pursuant to a galary reduction agreement and which are not
includible in the gross income of the employee vunder Code sections 125, 132(f)(4), 402(e),
402(h), or 403(b). Compensation shall exclnde overtime pay, shift or Sunday premiums and
special compensation. '

(3)  “Average Compensation” means, on any April 1, the average of a
Participant’s monthly Compensation for those five consecutive Plan Years (all Plan Years if less
than five) which give the highest average out of the final ten Plan Years (all Plan Years if less

than ten) of employment with the Employer.

(4)  “Barly Retirement Age" means age 55. -

(5) “Early Retirgment Date” means the first day of any month on or after a
Participant reaches his Barly Retiroment Age but before his Normal Retirement Date, and on
which he cormmences his benefit. A Participant who has terminated employment with the
Fmployer with a vested benefit before reaching his Early Retirement Age may elect an carly
retirement bensfit upon reaching his Barly Retirement Age.

C(6)  “Qualified Joint and Survivor Anmuity” means a joint and survivor annuity
that is the Actuariat Equivalent of the normal form of benefit for an unmarried Participant that

.. provides a monthly annuity for the life of the Patticipant’s surviving spouse equal to 50% of the

monthly annuity payable during the joint lives of the Participant and his spouse.

(1)  “Requited Beginning Date” means the April 1 following the calendar yoar
in which the Participant attaius age 70 1/2.
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(8  “Required Contribution Account” iesns, on any date, the total of a
Participant’s Requited Contributions with interest. Coniributions previously paid to the
Participant or applied for him, and -any interest that would have been credited on those
gontribution, shall be excluded, On and after April 1, 1988, interest shall be credited in cach
Plan Year at the rate of 120% of the Federal mid-tertn rate (as in effect under Code section 1274
for the first month of the Plan Year) per annum compounded annually. Before April 1, 1988,
interest was credited at the rate specified in the Plan as in offect on the day immediately before
Aptit 1, 1988, Interest shall be credited on each Required Contribution from the end of the Plan
Vear for which it was made until the month priot to the date of determination.

(9)  “Required Contributions” means nondeductible contributions required
from a Participant priot to January 1, 1967 (August 1, 1966 for any Employse of the Champion
Division,) '

(10) “Requited Contribution Accrued Beneflt” means the amount of monthly
retirement henefit payable in the form of a Single Life Annuity accrued by a Participant which is

derived from his Required Contributions.

(11) “Single Life Annuity” means a monthly benefit payable for the life of the
Participant with a modified cash refund of his Required Coniribution Account, if any:

{12) “Social Secyrity Retiroment Age", means age 65 in the case of a
Participant attaining age 62 before January 1, 2000 (i.e, born before Tanuary 1, 1938), age 66 for
a Participant aitaining age 62 after December 31, 1999, and before Januaty 1, 2017 (i.e., born
after Dacomber 31, 1937, but before Januaty 1, 1955), and age 67 for a Participant attaining age
62 after December 31, 2016 (3.2., born after Decornber 31, 1954).

B. Patticipation. An eligible Employee who is a member of the IBEW Local 51 at
the Company’s Sterling, Hlinois facility ghall commence participation under this Article VII{ on
the first day of the month coincident with or next following the date on which he: (1) attains age
21; and (2) completes one Year of Service for eligibility putposes.

C. Early Retirement Income.  The benefit payable to a Participant commencing ott
his Early Retirement Date shall bo his notmal retirement benefit as determined under Scction D
reduced to raflect the early commencement of benefits by nwltiplying such benefit by the factor .

from the following table:
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Number of Years
Easly Retivement Date

Progedes Normal . - Applicable Pactor

Letiroment Date
1 97
2 94
3 91
4 .88
54 85
6 82
7 NG
3 76
9 73
10 10

D.  Notmal Retirement Income. Effective for any Participant refiring on and after
July 1, 2004, exoept as modified by the provisions of subparagraph 18(z) of the Plan, the benefit
paysble to a Participant commencing ont his Normal Retitement Dato shall be a monthly amount
equal to the sum of:

(1)  1.33% of his Average Compensation multiplied by his Years of Service;
plos , ‘

@) $1 for each $144 of his Required Contribution Account, if any. .

A Participant may commence receipt of his normal retirement benefit dp his Normal Retiroment
Date regardless of whether he is still employed by the Employer on such date. '

E. Late Retirement Income, The benetit payable to a Participant commencing on his
Late Retirement Date shall be the greatest of: ‘

(1)  his normal retitement benefit as determined under Section D on his Late
Retirement Date; '

(2)  his notmal retirement benefit as determined under Section I multiplied by
the factor shown below corresponding to the number of years his Late Retirement Date follows’

his Notmal Retirement Date;
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Number of Years
Late Retirerment Date

Follows Mormal Applicable Factor

Retirement Date
1 1.0600
2 1.1200
3 1.1900
4 1.2600
8 1.3400
& 1.4200
7 1.5000
8 1.5900
9. 1.6900
10 17900

The above factors shall be prorated for a partial year {counting « partial month as a complete
month). Factors for numbers of years beyond 10 shall be determined using & consistently
applied reasonable actuarially equivalent method;

or

(3)  withrespect to 8 Participant whose Late Retivement Date ocours after his
Required Beginning Diate, his normal retirement benefit as determined under Section 1D
{determined as of his Required Beginning Dats) nmltiplied by the factor in Section E(2) for 1
year past Normal Retirement Date, prorated for a partial year based on the number of months in
the period (counting a partial month as @ complete menth).

The amount in this Section B(3) shall be redetetmined after cach subsequent Aptil 1 based on the
retirement benefit that would have been patd on his Required Beginning Date (determined as if
his Late Retirermant Date had occurred on his Bequired Beginning Date) multiplied by the factor
in Section F(2) for 1 year past Normal Retirement Date, prorated for a pardial year based on the
mamber of months sinee such Yearly Date (counting a pattial month as a complete month).

Such greatest amount so determined applies to an active Participant, who (i) is not a five-percent
owner, (i) has attained age 70 172, and (iii) makes an electian to defer commencement of hiy
retirement benefit until the calendar year following the calendar year in which he retires.

. Minimuin Benefit. An active Participant’s benefit payable as a Single Life
Annyity shail not be less than the greatest amount of benefit that would have been provided for
him had he retired on eny earlier retirement date. In any event, an active Participant’s retirement
benefit payable as a Single Life Annuity on his retirement date will not be less than the greater of
his Required Contribution Account Acctued Benefit on his retirement date, multiplied by the
appropriate factor if his retirement date is an Early Retirement Date, or the monthly benefit
payable as a Single Life Annuity whioh is the Actuarial Equivalent of his Requited Conitibution
Account on such date.

G. Vesting. A Particlpant shall have no vested interest in his Acorued Benefit until he
has been cradited with five Years of Service for vesting putposes, at which time he shall have a
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100% vested inferest in his Accrued Benefit determined under this Article VIIL
Notwithstanding the foregoing, a Participant who is actively employed by the Employer shall
have 5 100% vested interest in his Accrued Benefit upon reaching his Eatly Retiroment Ago ot
Normal Retirement Age.

A Participant’s Required Contribution Account is fully 100% vested and nonforfeitable at all
times, ' ' '

H.  Vested Benefits in the Event of Termination of Bmployment, The benefit of any
vested active Participant who terminates employment on or. after July 1, 2004 shall be:

(1)  in the casc of a Participant who elects to commence hs deforred vested
benefit on his Rarly Retirement Date, an amount determined in accordance with Section FI(2)
below multiplied by the applicable early retirement factor in Section C above.

(2) it the case of a Participant who elects to commence his deferred vested
benefit on his Normal Retirement Date, an amount equal to the sum of (2) and (b):

‘ (a)  the Participant’s Required Contribution Accrued Benefit as of the
date of determination (or the date the Required Contribution Account is paid in a single sum, if
sarlier); multiplied by - :

(b)  the excess of the Participant’s Accrued Benefit on the day before
he terminated employment over the amount determined under (1) above.

(3) inthecaseofa Participant who eleots to commence his deferred vested
benefit on his Late Retirement Date, an amount equal to:

. {a) ifheterminated on ox before his Normal Retirement Date, an
amount equal to the amount under Seotion B(2) above multiplied by the late retiretnent factor in
Seetion E(2) which corresponds to the number of yeers his Late Retirement Date follows his
Normal Retirement Date; or

(b)  ifhe terminated after his Normal Retirement Date, ah amount
equal fo the greater of: :

()  his Accrued Benefit on the day before he terminated
employment with the Employer; or

(i)  his Accrned Benefit on his Normal Retirement Date
muitiplied by the late retitement factor in Section F(2) which corresponds to the number of years
his Late Retirement Date follows his Normal Retirement Date.

Provided, hawever, for a terminated Participant whose Late Retirement Date occurs after his
Required Beginning Date, his deferred monthly retirement benefit determined in Section H(3)(a)
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or (b) of this Article, whichever applies, shall be adjusted as provided in Section B(3) of this
Article.

L Forms of Digtribution.

(1)  Normal Form for Unmarried Participants, The normal form of
distribution for an unmarried Participant shall be a Single Life Annnity s defined in Section
A(10) of this Article VIIL . I

(2)  Required Contribution Account. A Participant may elect, subject to the |
notice and election procedures of subparagraph 18(c) of the Plan if applicable, to receive his
Regquired Contribution Account in a single-sum payment at any tine after he ceases to be an
Employee and before his retirement date, provided he is not reemployed by the Employer.

kR Qﬁalified Pieretivement Sucvivor Annuity.
(1)  Eligibility for Qualified Preretirement Swrvivor Annuity. If a married

Participent who is credited with at least one Hour of Service under the Plan or under the
Northern {llinois Plan after August 22, 1984, and vested in his Acered Benefit, dies before his:
Antuity Starfing Date and afier being continuously married to his surviving spouse throughout
the one-year pexiod ending on the date he dies, his surviving spouse shall receive a spotse’s
Qualified Preretivernent Survivor Annuity (“QPSA”) as provided in this Section J.

(2)  Amount and Time of Payment of Qualified Preretiroment Suryivor
Annuity. The monthly death benefit payable to the spouse of a deceased vested Participant who
reets the eligibility requirements deseribed above, shall be equal to the benefit that would have
been paid to such spouse as a Qualified Joint and Survivor Annuity as defined in Section A of
this Article IX, ift

(8) i the case of a Participant who dies on or after reaching the
earliest date he could have retired under the Plan, the Paxficipant had retired with a Qualified
Yoint and Survivor Annuity on the day befote his death; or

i in the case of a Participant who dies before reaching the earliest
date he could have retired ynder the Plan, the Participant had terminated hig employment at the
earlier of his actnal tetmination of employment or death, survived until the earliest date he could
have retired under the Plan, retired on that date with a Qualified Joint and Survivor Annuity, and

died on the next day.

¥f the Participant dies before reaching his Notmal Retirement Date, the QPSA. will commence at !
the time the Participant would have attained his Normal Retisoment Date; provided, however, the

sutviving spouse may elect (subject to appropriate actuarial adjustment} to commence the receipt

of the QPSA at any thme after the Participant would have teached the earliest date on which he

could have retired under the Plan. If the Patlicipant dies o or after his Normal Retirement Date,

benefit paytoents to the surviving spovse shall begin on the first day of the month following the

date of the Participant’s death.
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If a gingle-sur death benefit would otherwise be payablé under Section X below, the monthly
benefit payable fo the spouse under the QOPSA shail not be less than the monthly benefit which is
the Actuarial Equivalent of the single-sum death benefit at the date benefits start.

(3) . Notice to Pesticipants. The Committee shall furnish to the Participant a
written explanation of the following: a general description of the QPSA, the circumsiances
uader which it will be paid if elected, the availability of the election, the effect of an election o
waive the QPSA, a description of the financial effect of the election on tho Participant’s benefit
(i.&. an estimate of the reduction to the Participant’s estimated normal retirement benefit that
wonld result from an olection of the QPSA), the right to revoke an election and the effect of such
a revovation. The Commities shall furnish the written explanation by first class mail or personal
delivery. The applicable period for a Participant is whichever of the following periods ends last:

, (@) the petlod beginming one year before the date the individual
becotnes a Participant in the Plan (or the Northetn Tlinois Plan) and ending one year after such
date; or . .

: (t)  theperiod beginning .one year before the date the Participant’s
spouse is first entifled to a QPSA and ending one year after guch date.

If such notice is given before the petiod beginning with the fitst day of the Plan Year in which
the Participant attains age 32 and ending with the ¢lose of the Plan Year preceding the Plan Year
in which the Participant attains age 35, an additional notice shal] be given within such period. If
a Participant peases to be an Enaployee before attaining age 35, an additional notice shall be
given within the period begloning one year before the date he ceases to be an Bmployse and
ending one 'year after such date. Thé applicable period for the election to waive the QPSA for the
preservation of the retirement option death benefit is the period beginning one year before the
date the Participant reaches Notmal Retirement Age and ending one year after such date, In any
evont, the Committee shall not be required to furnish the notice before the period beginning one
year before, and ending one year aftet such date.

After the notice Is given, a Participant or spouse may make written request for additional
information. ‘The written explanation must be personally delivered or mailed (fitst class mail,
postage prepaid) to the Participant or spouse within 30 days from the date of the written request,
The Committee does not need to cotaply with more than one such request by a Participant or
spouse.

"The Committee’s explanation shall be written in nontechnical language and will explair the
terms and conditions of the QPSA and the financial effect upon the spouse’s benefit (in terms of
dollars per benefit payment) of clecting not to have benefits distributed in accordance with the
QPSA. ‘

(4)  Waiver of Qualified Proretirement Survivor Annuity, At any time afier the date
fhe Participant terminates employment and before the date of the Participant’s death, the
Participant may elect either to: -
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(a)  waive the QPSA; or
(b)  revoke a prior waiver of the QPSA.

Notwithstanding anything else herein to the contrary, any ¢lection to waive the QPSA by a
Participant must be consented to in writing by the Participant’s spouse who must acknowledge
the effect of the waiver, and such consent must be witnessed by the Committee or a notary
public.” Any such consent by the Participant’s spouse shall be effective only with respect to said

. spouse. Consent to a waiver need not be obtained if the Partlcipant establishes to the satisfaction
of the Compittee that such consent cannot be obtained because he has no spouse or the spouse
cannot be located or because of other circumstances prescribed by tegulations of the United
States Secretaty of the Treasury. Nothing contained herein shall require that the consent of a
Participant’s spouse be obtained to effectuate the revocation of any such waiver.

(5)  Bffect of Waiver, If the Participant waives the QPSA by clecting to have
the single-sum death benefit in Section K. below paid to his beneficiary aftor the requiremaits of
Section J(1) above are met ot 1f the spouse waives the QPSA. by electing to have the single-sum
deathi benefit in Section K below paid to himself ag beneficiary sfier the requirements of Section
J(1) above are met, the QPSA shall be reduced. The-amount of the reduction shall bs equal to
the monthly benefit which is the Actuarial Equivalent of what would have been the single-sum
death benefit at the date benefits start, ‘ : :

) ﬁmgle—Sﬁm.Death Benefit,

If the requirements of Section J(1) above have not been met on the date a Participant dies, 8
single-sum death benefit equal to his Required Coniribution Account on the date he died shall be
payable to the Partlcipant’s beneficiary. If the requirements of Section J(1) above have been met
on the date such Participant dies and the QPSA has not been waived, but the Participant’s spouse
dies before the QPSA starts, this single-sum death benefit, determined as of the date of the
spouse’s death, shall be paid to the spouse’s heneficiary.

Before a gingle-sum death benofit will be paid on account of the death of a Participant who
would have met all the requirements in Section J{1) above if he had a spouse to whont he had
been eontinuousty married throughout the one-year period ending on the date of his death, if
must be established to the satisfaction of a Plan representative that there is no spouse or that the
Partioipant had not been continuously martied throughout the one-year period ending on the date
of his death.
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APPENDIX C :
SPECIAL SERVICE CREDITING RULES AND BENEFIT PROVISIONS
RELATING TO MERGER OF EMPLOYEES’ RETIREMENT PLAN OF
ELIZABETHTOWN WATER COMPANY

Bffective Japuary 1, 2006, the Employees’ Retirement Plan of Elizabathtown
Water Company (the “Blzabethtown Plan™) was amended to provide that the benefit of all non-
union Participants would continve to be paid from the Rlizabethtown Plan trust, however, all
benefits would become payable in accordance with the terms of the Pension Plan for Employees
of American Water Works Company, Inc. And Its Designated Subsidiaries provided that certain
protected benofits and features would continug o apply. :

Effsctive December 31, 2006, the Blizabethtown Plan was merged with and into
the Plan, and eligible employees of Elizabethtown Water Cotapany began participation in the
Plan, ' : co

- The following special rules apply only to Local 423 union enmployees hired before
Apil 1, 2006 and Local 68 .unicn employees hired before May 1, 2006 who had accroed a
benefit under the Elizabethtown Plan as of December 31, 2006,

A.-  Definitions. All capitalized terms which are not defined below shall have -
the meaning given to them under Paragraph 2 of the Plan, ‘

(1)  “Actuarial Touivalent” means an amount of equal value when
computed on the basis of the 1978 Group Annuity Mortality Table (1971 Group Annuity
tortality Table Projected.to 1978 with scale E) and an interest rate of 5% per annvm. An
average of male and female rafos shall be used. For purposes of determining lwmp sum
present values for distributions with an Annuity Starting Date on and after December 31,
2006, the caloulation shall be made using the applicable interest rate yndat Cade section
417(e)(3) for the October immediately preceding the valendar year during which ‘the
Annuity Starting Date ocouts, provided that the Tump sum present value for disfributions
made on oy before December 31, 2007, shall not be less than the lump sum present value
based on the applicable intevest rate under Code section 417(e)(3) for the December
preceding the calendar year in which the Aniuity Starting Date occurs, :

(2)  “Average Monthly Compensation” means the avotage of the Union
Participant’s “Compensation” (as dafined in Section A{4) below) fox any four consecutive
calendar years during the period beginning with 1966 and ending on the date his employment

- terminates which produces the highest average.

(3)  “Beneficiaty” moans the person, persons or trust entitled to receive the
payments, if any, made with respect to a Participant after such Participant's death.

(4)  “Compensation” means vegular earnings paid to a Participant,
inclnding contributions made by a Participant to a Code section 125 or 401(k) plan, but
exchuding bonnsos, overtime pay, special pay and all other Rmployer contributions to
benefit plans. Compensation shall also mclude amornts pald to a Participant by
Elizabethtown Water Cotnpany, or any of its participating affiliates, and credited as
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“Compensation” under the E!iz&hethtawn Plan prior to the merger on December 31,
2006. C - : : ’

(5)  “Barly Retirement Date” means the first of the month follow}ing a
Participant’s 55th birthday and eompletion of 10 or more Years of Service,

(6)  “Elizabethtown Plan” means the Employees’.Reﬁrement Plan of
Flizabethtown Water Company, as in cffect on December 31, 2006, the date it was
metged with and into the Plan. .o

oL ()  “Qualified Joint and Survivor Anmuity” or “QJSA” means an anmmity for
the life of the Participant with a survivor annuity for the life of such Participant’s surviving
Spouse which is equal to 50% of the amount which is payable during the joint Hves of the
Participant and his Spouse.

: (8)  “Service Crediting” or “Years of Service”, "A Participant ghall be credited
with 2 Year of Service for each Plan Year during which he completes at-least 1,000 Hours of
Service with the Designated Subsidiary. Yeats of Service shall also include periods of service
with Elizabetitown Water Company or its participating affiliates oredited under the
Elizabethtown Plan as “Credited Service” prior to the merger on December 31, 2006.
Notwithstanding the forcgoing, the maximum number of Years of Service credited under the
Plan shall be 40, ‘ ' - ‘

(9)  “Spouse” means the husband or wife to whom the Participant had been
matried thronghout the one-year period preceding the earlier of his Annnity Starting Date or date
of his death. :

B. Farly Retirement Income A Participant’s monthly retivement incorne
commencing on a Participant’s Barly Retirement Date shall be an amount equal to his normal
retirement benefit as determined under Section C(1) reduced to reflect the eatly comimencement
of benefits by multiplying such benefit by 5/12 of 1% for each month that the commencement of
payments precedes his Normal Retirement Date (o, if the Participant has completed at least 23
Years of Service, the reduction shall apply for each monith that the commencement of puyments
precedes his attainment of age 60). :

C. Normal or Late Retiremeni Income.

) A Participant’s monthly retitement income commencing on his Notmal or
Late Retivement Date shall be an amount equal to the greater of (1) or (2) as follows:

.(1) 1.60% of Average Monthly Compensation at rstirement multiplied by
Years of Service, up to a maximmm of 40 years, or ’

(2)  his Accrued Benefit as of December 31, 1993, calculated undar the tertng
of the prior Elizabethtown Plan as then cffective.

D.  Disability A Participent shall not be eligible for any disability retirement benefit
under the Plan,
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E. Vested Benefits in the Bvent of Terinineti o, of Broployment

The benefit of any vested Participant who torminates employment and who is 1ot
yet eligible for Farly Retiremnent, shall be determined in accordance with Section B above, Such
Participant shall be entitlod to receive his benefit beginning with the month following his Normal

Retirement Date.

F. Fom_lg-oi Henefit Paymont
()  Normal Forms of Payment

(a) The normal form of retirement benefit for an unmarried Participant
shall be o monthly annuity for the life of such Participant continning until the last payment dus
befors his death, An unmarried Partlcipant may elect an optional form of payment in Yieu of the
notmal form putsuant to the notice and elaction procedures under the Flan.

' (t) The normal form of retirement benefit for a Participant who has been
tnarried throughout the otie year period preceding his Antuity Starting Date ghall be a Qualified
Joint and Survivor Anmuity or QISA. Such a Pasticipant may elect the normal form of benefit
for an unmarried Participant or ai optional form of Dbenefit under this Section F. The
Participant’s election of an optional form of bencfit will be valid only if his Bpouse consents to
his election in writing, signed before a notary. public, pursuant to the notice and election
procedures set forth in the Plan. '

(2) _thional Forms_of Payment Subject to the spousal waiver provision
described above (if applicable) and in lien of the normal forma of benefit payment, a Union
Elizabethtown Participant may elect one of the optional forms of benefit payment:

{a) 100%, Contingent Annuitant Cption The amount of retiroment
income to be paid to the Participant shall be reduced, but after his death 100% of such reduced
retirement income shall be paid for Life to his spouse. The amount of reduced retivement income
paysable to the Participant shall be $0% of the amount otherwise payable. Such reduced
retiroment income shall be further reduced; or inoreased, by 1% for cach year by which the
Participant’s Spouse is more than five yeats younget, ot oldet, than the Participant. However, it
no event shall the retirement income payoble under this aption bo greater than that payable i
the, absence of an option.

(b)  50% Contingent Annujtant Option The amount of retirement
income to bepaid to the Participant shall be reduced, but after his death 50% of such reduced
setirement income shall be paid for life to his Spouse. The amount of reduced retirement income
payable to the Participant shall be 90% of the amount otherwise payable. Such reduced
Tetirement income shall be further reduced, or increased, by 1/2% for cach year by which the
Participant’s Spouse is mote than five yeats younger, ot okder, than the Participant. However, in
no event shall the retirement incotne payable under this option be gréater than that paysable in the
absence of an eption.

(e} Five-Year Certain Option The amount of retirement income io be
paid to the Participant uhall be reduced, but in the event of his death prior to receiving 60
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onthly payments, the same amount of retirement income shall be sontinued to his Beneficiary
until 2 combined total of 60 monthly paytents have been made. The amount of reduced
ratirement income payable to the Member shall be 98% of the amount otherwise payable to him.

. , (¢  Ten-Year Certain Option The simount of retirement income to be
paid to the Participant shall be reduced, but in the event of his death priot to receiving 120
onthly payments, the same amount of retirement incoime shall be continued to his Beneficiary
until a combined total of 120 monthly payments have bean made. The amount: of reduced
. retiremnent incoms payable to the Participant shall be 94% of the amount ofherwise payable to
him. '

(e)  Rifteen-Year Certain Qpiion The aronnt of retivement income to
be paid to the Participant shall be reduced, but in the event of his death prior to receiving 180 -
monthly payments, the same amount of retirement income shall be continued to his Benefleiary
notil a combined total of 180 monthly payments have teen made. The amount of reduced
retirement income payable to the Participant shall be 28% of the amount otherwise payable to
him.

B (6  Lump Sum Option Ifthe Achisrially Bquivalent present lutap sum
value of 2 Participant’s vested ‘Acorued Benefit is less than $15,000, he mmay elect to receive his
benefit in the form of & single lump som paymett. o -

G.  Death Benefits The provisions of this Section shall apply to any vested
Participant whether or ot he has terminated einployment with the Employer. Paragraphs 22,
23, 24 and 25 shall not apply to any Patticipant. In.addition, the Automatio Surviving Spouse
Benefit nnder Paragraph 20 of the Plan shall not apply to any Participant, however subparagraph
20(c) Notice and Flectioti Procedures for Qualifiod Joint and Survivor Annuity, shall apply to all
Participants.

(1)  Qualified Prereticoment Survivor Annwity (OPSA)

. (@  Death After Rerlicst Retirgment Ape If a vested active ot
terminated vesied Participant dies aflet the Ratliest Retirement Age (as defined below), the
Participant’s Spouse or Beneficiary will receive thé same banefit that would be payable if the
Participant had reiived with an imediate QISA on the day before his date of death.

(b)  Death Before Barliest Retiretnent Ape I a vested active of
teyminated vested Participant dies on or ‘before the Earliest Retirement Age, the Participant’s
Spouse of Beneficiary will receive the satme benefit that would be payable if the Participant had:

(i) separated from service on the date of death,
(i)  survived to the Harliest Retitement Age,

Gy cleoted fo recoive an immediate QISA ol the Barliest
Retirement Age, and

(v) died onthe day afier the Barliest Retirement Age.
-&7 -
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Notwithstanding the provisions of this Section, if the value of the QPSA. is loss than
$5,000, the Commitice shall direct the immediate distribution of the Actuaria] Equivalent thereof
in a single lump sum in cash to the Participant’s Spouse or Beneficlary.

()  Reduction in Beneftt. The penefit payable to the Spouse or
Beneficiary will be reduced by 1/6 of one percent for each month that the date of birth of the
Sipouse or Beneficiary ia rote than five years after the date of bitth of the deceased Participant.

(@)  Death Benofit after Commencement of Benefits The benefits, if
any, payable as a regult of death after the commencement of benefits shall be governed by the
payment option in effect in accordance with Section F.

()  Earliest Retiroment Age, for the pugpose of this Section, is the
earliest date on which, under the Plan, the Patticipant could elect to receive retirement benefits.

Oualified Joint and Survivor Annuity  For purposes of this
Section, the definition of Qualified Joint and Survivor Anmuity set forth in Section A is changed
by substituting the term “Beneficiary” in place of the tetm “Spouse” wherever it is used therein.

(z)  Bensfits Payable t0 Beneficiatigs The death benefit payable
pursuant to the provisions of this Section (i) shall be payable t0 a Reneficiary only if the
Participant bas no Spouse, unless 4 valid spousal waiver has been obtained, in accordance with
Section G(i}d).

(2) DBeneficiary Designetion,

()  Each Participant shalt have the right to designate one or more
Reneficiaries and contingent Beneficiaries to receive any venefit payable nnder Section G(i)d)
by filing & written designation with the Cornmittee on the form prescribed by the Committee.

(b) Ifthe Participant has clected an anmyity with a contingent anmuitant
option, the election of the contingent annuitant shall be irrevocable as of the Armnuity Statting
Dute.

(¢} - If the Participant has clected an anmuity with a guarantecd mumbet
of monthly payments or commuted death benefit, such Participant may thereafier designate 2
different Beneficiary to receive the guarsnteed monthty payments or commuted death benefit at
any ilme by filing a new written designation with the Commitiee.

{d) Notwithstanding the foregoing, if a matried Participant desipnates
a contingent annuitant or Boneficiary other than his Spouso and his Spouse does not consent to
anch designation in wiiting witnessed by a notary public or 8 ropresentative of the Committes it
a manner prescribed by the Committes, then the Pasticipant *s Spouse ghail be the Participaot’s
sole Beneficiary. A Spouse’s consont (o the Participant’s Benoficiary designation given in
accordance with the Committes’s rules shall be irrevocable by the Spouse with respect to the
Beneficiary them designated by the Participant unless the Participent makes & 0ew Beneficiary
designation,
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' (e)  Any written damguatmn shall become effective only upon it
receipt by the Committee. If the Beneficiary designated pursuant to this Section should dis on or
before distribution of benefits and the Participant. fails to make a new designation, then his
Beneficiary shall be determined pursvant to Section G{iii). The Beneficiary of guaranteed
monthly payments shall select the form of distribution in accordance with Section G(iv).

(3)  Beneficlary List If (1) a Participant omits or fails to designate a
Beneficiary, (2) no designated Benecficiary survives the Parficipant or (3) the Committee
determines that the Participant °s Beneficiaty designation g invalid for any reason, theh any
guaranteed monthly payments or comnmted benefit payable after the death of the Participant
shall be paid to his Spouse, or if the Participant is not survived by his Spouse, then to his estate.
If the Participant ’s designated Benefiolary dies after the Patticipant, but before distribution of all
guaranteed ihonthly payments, then the balance of the payments shall be paid to the
Beneﬁcmry s estaie,

G Manner and Form of Payment

() . Death benefits under Section G shall be distributed over a period
not extending beyond five years of the Participant‘s date of death unless (1) payment of benefits
commenced in the form of an annuity under Section E before the Participant 's date of death, in
which case benefits shall be dstributed at least ag rapidly as under the tethod of distribution in
effect on the Participant °s date of death; or (2) the benefit is payable to the Participant *s
designated Benefioiary and the projected distribution period does not exceed the life expectancy
of such Beneficiary, provided distribution begins not later than one year after the date of the
Member's death or such later date as applicable regulations under the Code may permit.

)] Notwithstanding the provisions of this Section, if the value of the
dedth benefit is loss than $5,000, the Committee shall direct the immediate distribution of the
Actuarial Equivalent thereof in a single lump sum in cash fo the Participant’s Spouse or
Beneficiary.

(5) = Disteibution of Employee -Contributions, If a Participant dies prior to
retirement and his Spouse is not cligible for a death benofit under Section G, his Boneficiary
shall be paid a lump sum amount equal to the contributions, if any, which he made to the
Elizabsthtown Plan, inoluding interest, Interest will be compounded anmually to the date of
death based on the following rates: ' '

(2)  from the date of contribution to December 31, 1987 at the rate of
5%;

(b)  from January 1, 1948 to the date of death at the rate of 120 percent
of the Federal mid-term rate a8 i effectundm section ]274 of thc Code for the frst month of the
Plan Year.
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APPENDIX D
THE PARTICIPATING EMPLOYERS

American Water Works Company, Inc.
American Commonwealth Company
American Water Resougees, Ing, *
American Water Services, Inc.”
American Water Works Service Cornpany, Ind.
Arizona-American Watet Company
California-Americatn Water Compaty
Citizens Utilities Company
Hawaii American Water Company:
Iilinois-American Water Company
Northern Iliinois Water Corporation.
Indiana-American Water Company, Ine.
Northwest Indiana Water Compeny
Towa-American Water Company
Kentucky-American Watet Company
Long Island Water Corporation \
Maryland-American Water Company
Michigan American Water Company
Missouri-American Water Company
Jeffersan City Water Wotks Company, Inc.
8t. Louis County Water Company
New Jersey-American Water Company, Inc,
New Mexico-American Water Company, Inc.
Ohio-Anterican Water Company
Pennsylvania-American Water Company
City of Coatesville Authority
Tennessee-American Water Company
Texas American Watsr Company
United Water of Illinois
United Water of Indiana
Unlted Water of Missouri
United Water of West Lafayette
Virginia-American Water Company
United Water Virginia, Inc.
West Virginia-American Water Campany
Bluefield Valley Water Works Company

* Participating only with cespeet to certain grandfathered employees.
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AMERICAN WATER WORKS COMPANY, INC.
SPECIAL OPTION FACTORS TO BE APPLIED TO BENEFITS

ACCRUED UNDER PRIOR PLANS OF DESIGNATED SUBSIDIARIES

1. Califomia%merican Water Company Employee Retirement Plan:
(a) Basls: Interest 5%
Mortality 1951 Group Annuity Mortality Table

(b)  Options avallable on this basis: Early retirement - 50%, 66
_ 2/3%, and 100% Contingent Annuities.

2. West Virginia Water Company Pension Plan;

(a) Basis: Interest Rafe specified by Penslon Beneft
‘ : Guaranty Corporation for immediate
annuities as of the Participant’s
- termination date.

Mortality 1971 TPIF&C Foracast Mortality Table

(b)  Option avallable on this basis: Lump sum distribution If
benefit payabie is less than $240 per year, determined in
accordance with Paragraph 2(b) of the Plan.

3. Seymour Water Company and Pekin Water Works Company
Pansion Plans: _ _

Early Retirement Reduction Factors: 1/15 for gach of the first flve yoars and 1/30 for
each of the next five years by which commencement of benefits precedes the
Patticipant’s Normal Retlrement Date.

All other options for Prior Plans of Deslgnated Subsidiaries will be calculated based on
the option factors specified in Tables 1-4.
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