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THE 2013 AMERICAN WATER ANNUAL INCENTIVE PLAN 

Your Performance - Your Award 

At American Water, your performance counts. We rely on our employees' 

knowledge and skills to help the company achieve its business objectives. 

III The American Water 2013 Annual Incentive Plan (AlP) is designed to give 

eligible exempt employees an annual opportunity to earn a cash award that 

recognizes and rewards their contributions to the company's success. This 

means that company and individual penormance are both taken into account 

to determine cash awards under the plan. We continue to make adjustments to 

the AlP design to reinforce the link between company and individual 

performance and award payouts. 

III We are continuing the funding approach that was used in 2012, which directly 

ties the amount of available cash for AlP payouts to company performance 

against specific metrics. AlP funding for all eligible, exempt employees will 

depend on the company's achieving its financial, Business Transformation and 

operational goais. 

II Your individual performance continues to plav a large role in determining 

the amount of your payout. Employees who exceed their performance targets 

eouid '-'-"""''''''''''''-' higher Conversely, employees who underperform and 

not meet their performance targets could lower or no at 

all. !n short, 

level, and promote the creation value to the customer and this 

3 it means 
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• AlP award pool funding is based on overall corporate 

performance against specific financial, Business 

Transformation and operational performance 

(represented by the Corporate Multiplier), then 

allocated across organizational groups/functional 

areas. Allocation is subject to senior management's 

discretion and recognizes organizational 

group/functional area results. 

o AlP funding for all eligible exempt employees 

depends on the company achieving its financial, 

nonfinancial goals which are Business 

Transformation and operational performance. 

o A pre-determined financial threshold for company 

performance must be met in order for funding and 

any award to be provided under the AlP. 

Iii Individual award payouts will be based on 

individual periormance against specific goals 

represented by the Individual Performance Factor 

and paid from available organizational group/functional 

area funding. 

• For 2013, the Individual Performance Factor range is 

0%·200%. Individual payouts will be capped at 200% 

of AlP target award. 

• Award opportunity (Target Award) is expressed as a 

percentage of base salary. (See Attachment 8). 

o Actual payout may be lower or higher than target 

depending on company and individual 

performance against specific goals. 

• Individual periormance is assessed by your 

manager and measured against your pre· 

. determined periormance goals. 

• Your AlP will be distributed as a cash award in March. 

o You must be actively employed with American 

Water on the date awards are paid to receive your 

2013 AlP payout. You (or your beneficiary) may 

be eligible for a prorata award if you are disabled, 

retire, die, involuntarily terminate (not "for cause") 

or a divestiture occurred after June 30, 2013. 

Involuntary termination for cause would not be 

eligible. 

You are eligible for an AiP award opportunity if you are a regular, fu il-time 

exempt employee of American Water. 

o Regular, full-time exempt employees who join Ameiican Water on or before 

September 30, 2013 are also eligible to participate in the AlP on a prorated 

basis. 

o Employees transferred from nonexempt to exempt status on or after 

September 30, 2013 are not eligible in the current plan year. 
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• If you are promoted or transferred during the plan year to a position with a higher 

AlP target level, or if you are reclassified/transferred to a position with a lower 

AI P target level, your award payout will be based on your new salary and target 

level as of December 14, 2013, except ML4s and above who will be prorated at 

each salary and target level. All AlP target awards will be paid based on 

salaries as of December 14, 2013 . 

• You must be an active employee with American Water on the date the payout is 

made in order to receive the award. You (or your beneficiary) may be eligible for 

a prorata award if you are disabled, retire, die, involuntarily terminate (not "for 

cause") or a divestiture occurred after June 30, 2013. (Retirement under this 

plan is age 55 and 10 total years of employment service.) 

• You are not eligible for an AlP award if: 

o you transfer from exempt status to nonexempt status during the current plan 

year or your job was reclassified to nonexempt status, 

o your performance rating is "Unacceptable" or "Too Soon to Rate," 

o you have not complied with the company's annual Code of Ethics certification 

by the established deadline, 

o your employment was involuntarily terminated for cause. 

Why is the Plan Based on ndividual Performance? 

Since the value (as reflected in our share price and our return to shareholders) and 

success of our business depend on the achievement of annual company and 

individual performance goals, American \/Vater recognizes the need to differentiate 

and reward the performance of employees who enable us to reach these goals. The 

2013 AlP is designed to ensure that award payouts are directly tied to measurable 

contributions - both company and individual - to American Water's success. 
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AlP award payouts depend on individual performance; they also depend on overall 
corporate performance and organizational group/functional area results (which 
determine award pool funding). 

AlP awards will be determined according to the following three-step process: 

!·;~J'~~I~f!,<;;;!,~~~~I~~Et~'\ml;~~~r~)p~~i,i~~~.~~·.~lj;q~!~~)[~9:te~~~t~;:i;;········'····';····· .. ; .... ;., 

;·~j~~'~~;;;,::;I~~ti~~t~!~~(ll~m:~~![~~~I;:~I~~111~t~li~~~~~~~U*~~I;)· 
. ···~rc:ia.·:~Llr.tJ,iP.g~:·:··' 
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Step 1: Establish initial award pool based on overall corporate 

performance 

Each year, American Water 

establishes funding for the AlP 

Based on financial (weighted 55%), nonfinancial (weighted 45%) 
Business Transformation(weighted 25%) and 

operational (weighted 20%) goals 

award pool. In 2013, the funding will IzrT:;~,~·~'~;iW,~"~~:~~~:~·{~m 
x = 

be directly tied to company 

performance and represented by 

the Corporate Multiplier. The 

Corporate Multiplier can range from 

0% to 150% depending on how well 

the company performed against the 

financial, Business Transformation 

and operational goals described 

below. Note that there is a pre­

determined threshold for company 

performance: 

iii 2013 Diluted Earnings Per 

Share (EPS) must be at 

least 94% of target for any 

financial funding and award to 

be provided under the AlP. 

I!! 2013 Diluted Earnings Per 

Share (EPS) must be at 

least 90% of target for 

funding of any award to be 

provided under the AlP for 

Business Transformation and 

Operational Performance 

Factors. 
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• Diluted Earnings Per Share is a widely tracked measure of financial 

performance/profitability, and is calculated as follows: 

* 2013 Diluted Earnings Per Share (EPS) must be at least 94% of target for any financial 

funding and award to be provided under the AlP. 

• Nonfinancial Metric (Weighted 450/0) 

iii Business Transformation (Weighted 25%) 

iii Enterprise Asset Management/Customer Information System 

successful go live (Judgment of Management with Discretion of the 

Board of Directors.) 

iii Operational Performance (Weighted 200/0)* 

~ Environmental Compliance Notices of Violation (NOVs) (5%) 

1m Safety Performance (50/0) 

Eii1 Customer Satisfaction Survey (50/0) 

Customer Service Qua lity Survey (5%) 

*These outcomes are based on a combination of surveys, end-of-year results, data and other 

annual reports (For more details on these performance measures, see Attachment A at the 

back of this brochure). 

Please note that AlP funding for all employees will depend on how well the 

company achieves its financial, nonfinancial goals which are Business 

Transformation and operational performance. A predetermined financial 

threshold fo r company performance must be met in order for fund ing and any 
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award to be provided under the AlP. For 2013, the threshold is 90% ofEPS 

target in order to fund any award to be provided under the AlP for Business 

Transformation and operational performance factors. 

The financial, Business Transformation and operational metrics are added together 

to determine the Corporate Multiplier. So, even if certain metrics are not achieved, 

the funding may be reduced, but not eliminated altogether. However, if the 

company's financial performance does not meet the threshold, the Corporate 

Multiplier will be reduced to zero, which would eliminate any award payout. The 

Corporate Multiplier (and thus funding for payouts) may be adjusted to take into 

account nonrecurring items such as impairment charges, dissolutions or acquisitions 

of businesses or costs associated with one-time events. 

Step 2: Allocate overall corporate funding to organizational groups! 
functional areas, and adjust specific organizational grouplfunctional 
area funding to reflect results 

Once the overall corporate funding is determined as described under Step 1, senior 

management will allocate the corporate funding to American Water's organizational 

groups and functional areas. The fund ing for each organizational group/functional 

area may be increased or decreased, at senior management's discretion, to reflect 

specific organizational group/functional area results. 

S ep 3: Determine indivodual AlP award based on (a) indiv idual 

performance, and (b) avanab;e organization::d group!functionaD area 
fuR'll eng; aW3r s are paid from av a ilable o rganizationa l g roup! 

f unctioned area award poeD 

Your AlP target award (i.e., your award opportunity) is based on your job with the 

company and is expressed as a percentage of your base salary. Your actual award 

payout may be higher or lower than target depend ing on whether individual and 

company performance goals have been met, and your organizational group'sl 

functional area's results. Contact your manager for information on your individual 

Al P Target Award. 
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Your individual performance factor is based on (a) your performance against specific targets, and 
(b) the amount of organizational group/functional area funding available 

x 

The sum of individual awards for a specific organizational group/functional area must not exceed 
the funding allocated to that organizational group/functional area 

. The Individual Performance Factor represents how well you achieve your annual 

individual performance goals. Your Individual Performance Factor (IPF) can range 

from 0% to 200%, depending on your performance for the plan year and the amount 

of organizational group/functional area funding available. This performance factor 

will then be multiplied by your Target Award to determine your 2013 AlP award 

payout. Individual payouts will be capped at 200%) of AlP target award. 

Individual AlP awards are then paid from the available organizational group/ 

functional area award funding, which may impact the originallPF determination. The 

sum of all individual awards within a given organizational group/functional area must 

not exceed its allocated pool of dollars. 

WHAT THE 2013 AlP MEANS FOR YOU 

Performance Ratings 

Most people are motivated to do their best; therefore the better you perform, the 

your potential award will plan. It is your responsibility to 

opportunity by achieving or ,=,A'-,"-''-',\".4 

Each year, you and your manager identify four to six high priority and chaiienging 

which represent where you can directly impact the company's 

measurable and aligned with the company's performance targets. During your year­

will 

performed against the established targets, and rate your performance using one of 

the following perfonnance ratings: 
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Contributions are widely recognized as extraordinary. 
Results far exceed all defined expectations, producing 
important and substantial impact on the Company, Division, 
Operating Company, Line of Business or Function. 

Contributions are widely recognized as distinguished. 
Results exceed all or most expectations, producing a tangible 
and material impact on the Company, Division, Operating 
Company, Line of Business or Function. 

Contributions are widely recognized as meaningful. Results 
meet, and in some cases exceed expectations, producing a 
positive and desirable impact on the Company, Division, 
Operating Company, Line of Business or Function. 

Contributions are widely recognized as limited. Results 
generally meet but in some cases fall slightly short of 
expectations, producing inconsistent and marginal impact on 
the Company, Division, Operating Company, Line of Business 
or Function. 

Contributions are widely recognized as unsatisfactory. 
Results fall considerably short of expectations, producing 
negligible or no impact on the Company, Division, Operating 
Company, Line of Business or Function. 

Contributions cannot be measured at this time because more 
time is needed to see a result. 

Later, during the AlP process, your manager will use your rating to determine your 

Individual Performance Factor. Depending on how you performed during the year, 

you could potentially earn a higher payout - or you could earn a lower payout or no 

payout at all. In other words, the AlP design gives you rflare power to impact 

the size of your award. It also nleans that you are accountable for meeting 

your periorrflance goals. 
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Below are four scenarios that demonstrate how AlP funding may be calculated: 

AlP Funding Assumptions 

Total AlP Funding * 
Total AlP Funding for Organizational Group* 

$20,000,000 
$2,000,000 

* The total'is the sum of the target awards for the eligible employees. 

• Company 
- Financial 

Performance Factor 
- Business 

Transformation 
Performance Factor 

- Operational 
Performance Factor 

Above Target 
1.39 

1.10 

0.90 

Target 
0.94 

0.85 

1.16 

Threshold Below Threshold 
0.25 0.00 

0.50 0.00 

0.50 0.00 

STEP 1: Establish corporate funding based on overall corporate performance 

Total of AlP Targets (A) $20,000,000 $20,000,000 $20,000,000 $20,000,000 

Financial Performance 1.39 x 0.55 = 0.94 x 0.55 = 0.25 x 0.55 = 0.00 x 0.55 = 
Factor (i) (55% weight) 0.76 0.52 0.14 0.00 

Business Transformation 1.10xO.25= 0.85 x 0.25 = 0.50 x 0.25 = 0.00 x 0.25 = 
Performance Factor (ii) (25% 0.27 0.21 0.12 0.00 
Wei ht I Operational Pelfonnance 0.90 x 0.20 = 1.16 x 0.20 = 0.50 x 0.20 ;: 0.00 x 0.20 = 
Factor (iii) (20% weight) 0.18 0.23 0.10 0.00 

1.21 .96 0.36 0.00 

A )( B = Corporate Funding $20,000,000 x1.21 = $20,000,000 x.96 = $20,000,000 x 0.36 $20,000,000 x 0.00 = 
$24,200,000 $19,200,000 = $7,200,000 $0 
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STEP 2: Allocate overall corporate funding to organizational groups/functional areas; adjust specific organizational 
group/functional area funding to reflect results 

Organizational Group Pool $2,420,000 $1,920,000 $720,000 $0 
(C) (Allocated from 
corporate funding) 
Organizational Group 1.00 .80 1.20 1.00 
Adjustment (0) (Target) (Below Target) (Above Target) (Target) 
C )( 0 = Organizational . $2,420,000 x 1.00 = $1,920,000 x 0.80 = $720,000x1.20 = $0 x 1.00 = 
Group Pool (adjusted $2,420,000 $1,536,000 $864,000 $0 
based on results) 

Both company and individual performance can significantly impact your final payout. Also, remember that the sum of 
individual awards for a specific organizational group/functional area must equal the funding allocated to that 
organizational group/functional area. 

Please discuss the AlP with your manager to ensure you clearly understand 

how the formula works and how your pet10rmance impacts your potential 

award payout. 

Receiving Your AlP Award 

Awards will be paid in cash no later than March 15, 2014. If you are eligible for an 

award payout, please keep in mind that: 

iii You must be actively employed with the company on the date of payout. 

The payout will be based on your annual base salary as of December 14, 2013 

and subject to all federal, state and local income tax withholdings. 

~ The American Water Board of Directors or its Designee has the right to adjust 

the award determination(s) and/or award payouts(s) at its discretion . 
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FREQUENTLY ASKED QUESTIONS 

How does the plan reward 
performance? 

Who is eligible for the AlP? 

What do I have to do to receive an 
AlP award? 

How is my AlP target award 
opportunity determined? How can 
I find out what it is? 

How will my AlP award payout be 
calculated? 

What is the minimum and 
maximum that could be paid 
under the plan (as a percent of 
target? 

The AlP allows us to differentiate and reward the performance 
of employees who contribute to the achievement of the 
company's goals. The 2013 AlP directly ties award payouts to 
measurable contributions (company, organizational group/ 
functional area and individual to American Water's success. 

All regular, full-time exempt employees are eligible to 
participate. If you join American Water on or before September 
30, 2013, you are also eligible to participate in the plan on a 
rorated basis. 

Any payout will depend largely on your performance, as well as 
on company, organizational group/functional area performance 
(including financial, nonfinancial- Business Transformation and 
operational), which determines funding. 
If your performance is rated "Needs Improvement" or higher, 
you may receive an award payout- but only if threshold 
company performance metrics have been met. If your 
performance rating is "Unacceptable" or l'Too Soon to Rate," 
you will not receive a payout. To maximize your award 
opportunity, it's important to meet with your manager to 
establish meaningful performance goals, and then work hard 
throu hout the ear to achieve those oals. 

Your AlP target award opportunity is based on your job and is 
expressed as a percentage of your base salary. Please see 
your manager to learn more about your target award 
o portunit for 2013. 

The size of the pool which funds your award is determined 
based on overall corporate performance and adjusted to reflect 
specific organizational group/functional area results. AlP 
funding for all eligible employees wi ll depend on the company 
and/or organizational group/functional area achieving its 
nonfinancial - operational and Business Transformation goals 
as well as financial goals. Once individual awards are 
calculated, they are paid from the organizational 

rou /functional area fund in . 
AlP award payouts can range from zero, to a maximum of an 
Individual Performance Factor of 200%. Payouts are capped 
at 200% of AlP target award. 



Ca use No. 44450 
Attachment CEP-15 
Page 15 of18 

OUCC 03-013-R1 
Page 91 of94 

13 American Water 

Willi receive an award payout if I 
meet my individual performance 
goals but the company does not 
achieve minimum (threshold) 
erformance? 

What happens if I leave American 
Water before I receive my award 
payout? 

What happens if I change job 
positions or I receive a merit 
increase within American Water 
during the plan year? 

No. A pre-determined financial threshold for company 
petiormance must be met in order for funding and any award 
to be provided under the AlP. 

To receive the award payout, you must be actively employed 
with American Water on the date the payment is to be made. 
You (or your beneficiary) may be eligible for a prorata award if 
you are disabled, retire, die, involuntarily terminate (not "for 
cause") or a divestiture occurred after June 30, 2013. 
(Retirement under this plan is age 55 and 10 total years of 
employment service.) Employees involuntarily terminated for 
cause would not be eli ible. 
Your award payout will be based on your base salary and 
target level percentage as of December 14, 2013. 
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2013 AlP FINANCIAL PAYOUT CURVE 

DILUTED EARNINGS PER SHARE (EPS) (55%) 

% Target Achieved 
103.0% 
102.4% 
101.8% 
101.2% 
100.6% 
100% 
98.80/0 
97.6%) 
96.4% 
95.2% 
94.00/0 

<94.0% 

% Payout 
150.0% 
140.0% 
130.0% 
120.0% 
110.0% 
100.0% 

85% 
70% 
55% 
40% 
25%) 
0% 

NONFINANCIAL PERfORMANCE (45%) 

BUSINESS TRANSFORMATION PERFORMANCE 
2013 P 1!!'!I!!i"'l!"'i!.gy 

Enterprise Asset Management/Customer Information System successful go 

live Oudgment of management with discretion of the Board of Directors.) 
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2013 AlP OPERATIONAL MEASURES 

Environmental Compliance (5%) 

For determining environmental compliance, American Water will count Notices of Violation 
(NOV) for which the company is responsible as described in the Environmental Non­
Compliance Reporting Practice. For 2013 American Water's NOV target is 15%. 

NOVs Award 
9 150.0% 

11 137.5% 
13 125.0% 
14 112.5% 
15 100.0% 
16 87.5% 
17 75.0% 
18 62.5% 
19 50.0% 

>19 0% 

Safety performance will be determined using the total OSHA Recordable Incident Rate 
(ORIR) which measures all injuries and illnesses requiring treatm'ent beyond first aid for 
every 200,000 hours worked. For 20'13 the goal has been set at 3.10 which is 40% below 
the Bureau of Labor Statistics (BLS) Water Utility Average ORIR of 5.20 and will be 
evaluated against the graduated award scale below and discretion of management. 

ORIR Award 
2.90 150.0% 
2.95 I 137.5% 
3.00 125.0% 
3.05 112.5% 
3,10 100.0% 
3.20 87.5% 
3.30 75.0% 
3.40 62.5% 
3.50 50.0% 

! >3.50 0% 
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2013 AlP OPERATIONAL MEASURES 

Service Quality (5%) 

This metric is measured by the Service Quality Survey (SQS) which is conducted 
throughout the year for customers requesting service resulting in completion of a service 
order by a Field Service Representative (FSR). The score is based on the survey question: 
"Overall, how satisfied were you with the outcome of your service contact?" taking the top 
two response categories of a 5 point response scale (5. Extremely Satisfied, 4. Very 
Satisfied, 3. Somewhat Satisfied, 2. Somewhat Dissatisfied, 1. Very Dissatisfied). The 
American Water goal for 2013 is 85% and the graduated award scale is provided below. 

SQS% Award 
90 150% 
89 140% 
88 130% 
87 120% 
86 110% 
85 100% 
84 90% 
83 80% 
82 70% 
81 60% 
80 50% 

< 80 0% 

This metric measures overall customer satisfaction through a random customer survey 
containing the following question, "Overall , how satisfied have you been with (Company 
Name) in general during the past twelve months", which has a five-point response scale 
(Extremely Satisfied, Very Satisfied, Somewhat Satisfied, Somewhat Dissatisfied, Very 
Dissatisfied), response percentages in the top three categories are indicative of overall . 
customer satisfaction levels and a 90% target has been set. 

css% Award 
95 150% 
94 140% 
93 130% 
92 120% 
91 110% 
90 100% 
89 90% 
88 80% 
87 70% 
86 60% 
85 50% 

<85 0% 
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THE 2012 AMERICAN WATER ANNUAL INCENTIVE PLAN 

Your Performance - Your Award 

At American Water, your performance counts. We rely on our employees' 

knowledge and skills to help the company achieve its business objectives. 

• The American Water 2012 Annual Incentive Plan (AlP) is designed to give 

eligible exempt employees an annual opportunity to earn a cash award that 

recognizes and rewards their contributions to the company's success. This 

means that company and individual performance are both taken into account 

to determine cash awards under the plan. We continue to make adjustments to 

the AlP design to reinforce the link between company and individual 

performance and award payouts. This year will include a new goal of Business 

Transformation Performance. 

II We are continuing the funding approach that was used in 2011, which directly 

ties the amount of available cash for AlP payouts to company performance 

against specific metrics. AlP funding for all eligible, exempt employees will 

depend on the company's achieving its financial, business transformation and 

operational goals. 

III Your individual perl'ormance continues to plav a large role in determining 

the amount of vour payout. Employees who exceed their performance targets 

could receive higher payouts. Conversely, employees who under-perform and do 

not rneel their perforrnance could or no at 

all. In short, 

2 

2 what it means for you. 
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• AlP award pool funding is based on overall corporate 

performance against specific financial, business 

transformation and operational goals (represented by 

the Corporate Multiplier), then allocated across 

organizational groups/functional areas - at senior 

management's discretion - depending on 

organizational group/functional area results. 

o AlP funding for all eligible exempt employees 

depends on the company achieving its financial, 

business transformation and operational goals. 

o A pre-determined financial threshold for company 

performance must be met in order for funding and 

any award to be provided under the AlP. 

• Individual award payouts will be based on 

individual performance against specific goals 

represented by the Individual Performance Factor 

and paid from available organizational group/functional 

area funding. 

m For 2012, the Individual Performance Factor range is 

0%·200%. Individual payouts will be capped at 200% 

of AlP target award. 

eligibility 

• Award opportunity (Target Award) is expressed as a 

percentage of base salary. (See Attachment 8). 

o Actual payout may be lower or higher than target 

depending on company and individual 

performance against specific goals. 

• Individual performance is assessed by your 

manager and measured against your pre­

determined performance goals. 

• Your AlP will be distributed as a cash award in March. 

o You must be actively employed with American 

Water on the date awards are paid to receive your 

2012 AlP payout. You (or your beneficiary) may 

be eligible for a prorata award if you are disabled, 

retire, die, involuntarily terminate (not "for cause") 

or a divestiture occurred after June 30, 2012. 

Involuntary termination for cause would not be 

eligible. 

You are eligible for an AlP award opportunity if you are a regular, full-time 

exempt employee of American Water. 

o Regular, full-time exempt employees who join American Water on or before 

September 30,2012 are also eligible to participate in the AlP on a prorated 

basis. 

o Employees transferred from nonexempt to exempt status on or after 

September 30th are not eligible in the current plan year. 

IS You must be an active employee with American Water on the date the payout is 

made in order to receive the award. You (or your beneficiary) may be eligible for 
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a prorata award if you are disabled, retire, die, involuntarily terminate (not "for 

cause") or a divestiture occurred after June 30, 2012. (Retirement under this 

plan is age 55 and 10 years of service.) 

• If you are-promoted during the plan year to a position with a higher AlP target 

level, or if you are reclassified/transferred to a position with a lower AlP target 

level, your award payout will be based on your new target level as of December 

14, 2012, except ML4s and above who will be prorated at each salary and target 

level. 

II You are not eligible for an AlP award if: 

o you transfer from exempt status to nonexempt status during the current plan 

year or your job was reclassified to nonexempt status, 

o your performance rating is "Unacceptable" or "Too Soon to Rate," 

o you have not complied with the company's annual Code of Ethics certification 

by the established deadline, 

o your employment was involuntarily terminated for cause. 

Why Is the Plan Based on Individual Performance? 

Since the value (as reflected in our share price and our return to shareholders) and 

success of our business depend on the achievement of annual company and 

individual performance goals, American Water recognizes the need to differentiate 

and reward the performance of employees who enabie us to reach these goals. The 

2012 AiP is designed to ensure that award payouts are directly tied to measurable 

contributions - both company and individual- to 'nnr:>nF"'~'1n Water's success. 
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AlP award payouts depend on individual performance; they also depend on overall 
corporate performance and organizational group/functional area results (which 
determine award pool funding). 

AlP awards will be determined according to the following three-step process: 

Step 1: Establish initial award pool based on overall corporate 
performance 

Each year, American Water 
establishes funding for the AlP 

Based on financial (weighted 55%), business transformation 
(weighted 15%) and operational (weighted 30%) goals 

= 

award pool. In 2012, the funding will :;-}~:;;~1r~~:y:,~~}?\W~~ 
be directly tied to company 
performance and represented by 
the Corporate Multiplier. The _------A-------_ 
Corporate Multiplier can range from ( '\ 
0% to 150% depending on how well 
the company performed against the 
financial, business transformation 
and operational goals described 
below. Note that a pre-determined 
threshold for company 
performance - 2012 Diluted 
Earn ings Per Share (EPS) must 
be at least 90% of target - must be 
met in order for funding of any 
award to be provided under the AlP 
for Business Transformation and 
Operational Performance Factors. 
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• Diluted Earnings Per Share is a widely tracked measure of financial 

performance/profitability, and is calculated as follows: 

* 2012 Diluted Earnings Per Share (EPS) must be at least 94.3% of target for any financial 

funding and award to be provided under the AlP. 

• Business Transformation (Weighted 15%) 

• Enterprise Resource Plan (ERP) go live with successful third quarter close 

(Judgment of Management with Discretion of the Board of Directors.) 

iI Operational Performance (Weighted 30%)* 

II Environmental Compliance Notices of Violation (NOVs) (7 .5%) 
~ Safety Performance (7 .5%) 

Customer Satisfaction Survey (7.50/0) 
gj Customer Service Quality Survey (7 .5%) 

*These outcomes are based on a combination of surveys, end-of-year results, data and other 

annual reports (For more details on these performance measures, see Attachment A at the 

back of this brochure). 

Please note that AlP fund ing for all employees will depend on how well the 

company achieves its financial, business transformation and operational goals. 

A pre-determined financial threshold for company performance must be met in 

order for funding and any award to be provided under the AlP. For 201 2, the 

threshold is 90% of EPS target. 

The financial, business transformation and operational metrics are added together to 

determine the Corporate Multiplier. So, even if certain metrics are not achieved, the 
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funding may be reduced, but not eliminated altogether. However, if the company's 

financial performance does not meet the threshold, the Corporate Multiplier will be 

reduced to zero, which would eliminate any award payout. The Corporate Multiplier 

(and thus funding for payouts) may be adjusted to take into account nonrecurring 

items such as impairment charges, dissolutions or acquisitions of businesses or 

costs associated with one-time events. 

step 2: Allocate overall corporate funding to organizational groups! 
functional areas, and adjust specific organizational grouplfunctional 

area funding to reflect results 

Once the overall corporate funding is determined as described under Step 1, senior 

management will allocate the Corporate funding to American Water's organizational 

groups and functional areas. The funding for each organizational group/functional 

area may be increased or decreased, at senior management's discretion, to reflect 

. specific organizational group/functional area results. 

Step 3: Determine individual AlP award based on (a) individual 

performance, and (b) available organizational group/functional area 

funding ; awards are paid from available o rganizatio na l 
group/functional area award pool 

Your A lP target award (Le., your award opportunity) is based on your job with the 

company and is expressed as a percentage of your base salary. Your aciual award 

payout may be higher or lower than target depend ing on whether individual and 

company performance goals have been met, and your organizational 

group's/functional area's resu lts. Contact your manager for information on your 

individual AlP Target Award. 

Your individual performance factor is based on (a) your performance against specific targets, and 
(b) the amount of organizational group/functional area funding available 

The sum of individual awards for a specific organizational group/functional area must not exceed 
the funding allocated to that organizational group/functional area 
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The Individual Perlormance Factor represents how well you achieve your annual 

individual performance goals. Your Individual Perlormance Factor (IPF) can range 

from 0% to 200%, depending on your performance for the plan year and the amount 

of organizational group/functional area funding available. This performance factor 

will then be multiplied by your Target Award to determine your 2012 AlP award 

payout. Individual payouts will be capped at 200% of AlP target award. 

Individual AlP awards are then paid from the available organizational 

group/functional area award funding, which may impact the original" IPF 

determination. The sum of all individual awards within a given organizational 

group/functional area must not exceed its allocated pool of dollars. 

WHAT THE 2012 AlP MEANS FOR YOU 

Performance Ratings 

Most people are motivated to do their best; therefore the better you perlorm, the 

greater your potential award will be under the Plan. It is your responsibility to 

maximize your award opportunity by achieving or ex~eeding your goals. 

Each year, you and your manager identify four to six high priority and challenging 

performance targets, which represent where you can directly impact the company's 

success. These performance targets and their weightings should be specific, 

measurable and aligned with the company's performance targets. During your year­

end performance review, you and your manager will discuss how well you 

performed against the established targets, and rate your performance using one of 

the following performance ratings: 

Exceptional 

Highly Effective 

Commendable 

Needs Improvement 

Unacceptable 

Too Soon to Rate 
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Later, during the AlP process, your manager will use your rating to determine your 

Individual Performance Factor. Depending on how you performed during the year, 

you could potentially earn a higher payout than in previous years - or you could 

earn a lower payout or no payout at all. In other words, the AlP design gives you 

more power to impact the size of your award. It also means that you are 

accountable for meeting your peJiormance goals. 

Award Funding Determination 

Below are four scenarios that demonstrate how AlP funding may be calculated: 

AlP Funding Assumptions 

Total AlP Funding * $20,000,000 

$2,000,000 Total AlP Funding for Organizational Group* 

* The total is the sum of the target awards for the eligible employees. 

III Company Above Target Target Threshold 

Financial 1.39 0.94 0.25 

Performance Factor 

- Business 1.10 0.85 0.50 0.00 

Transformation 
Performance Factor 

- Operational 0.90 'Li6 0.50 0.00 



American Water 

Cause No. 44450 
Attachment CEP-16 
Page 11 of 18 OUCC 03-013-R1 

Page 69 of 94 
9 

STEP 1: Establish corporate funding based on overall corporate performance 

Total of AlP Targets (A) $20,000,000 $20,000,000 $20,000,000 $20,000,000 

Financial Performance Factor 1.39 x 0.55 = 0.94 x 0.55 = 0.25 x 0.55 = 0.00 x 0.55 = 
(i) (55% weight) 0.76 0.52 0.14 0.00 

Business Transformation 1.10xO.15= 0.85 x 0.15 = 0.50 x 0.15 = 0.00 x 0.15 = 
Performance Factor (ii) (15% 0.17 0.13 0.07 0.00 
Weight) 

Operational Performance 0.90 x 0.30 = 1.16xO.30= 0.50 x 0.30 = 0.00 x 0.30 = 
Factor (iii) (30% weight) 0.27 0.35 0.15 0.00 

i + ii + iii = Corporate 1.20 1.00 0.36 0.00 
Multiplier (8) 

A )( B = Corporate Funding $20,000,000 x 1.20 = $20,000,000 x1.00 = $20,000,000 x 0.36 = $20,000,000 x 0.00 = 
$24,000,000 $20,000,000 $7,200,000 $0 

STEP 2: Allocate overall corporate funding to organizational groups/functional areas; adjust specific organizational 
group/functional area funding to reflect results 

Organizational Group Pool $2,400,000 $2,000,000 $720,000 $0 
(C) (Allocated from 
corporate funding) 

Organizational Group 1.00 .80 1.20 1.00 
Adjustment (D) (Target) (Below Target) (Above Target) (Target) 
C )( D = Organizational $2,400,000 x1 .00 = $2,000,000 x 0.80 = $720,OOOx1.20 = $0 x 1.00 = 
Group Pool (adjusted $2,400,000 $1,600,000 $864,000 $0 
based on results) 

Both company and individual performance can significantly impact your final payout. Aisol remember that the sum of 
individual awards for a specific organizational group/functional area must equal the funding allocated to that 
organizational group/functional area. 

Please discuss the AlP with your manager to ensure you clearly understand 

how the formula works and how your petformance impacts your potential 

award payout 
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Awards will be paid in cash no later than March 15, 2013. If you are eligible for an 

award payout, please keep in mind that: 

III You must be actively employed with the company on the date of payout. 

III The payout will be based on your annual base salary as of December 14, 2012 

and subject to' all federal, state and local income tax withholdings. 

III The American Water Board of Directors or its Designee has the right to adjust 

the award determination(s) and/or award payouts(s) at its discretion. 

:Rernf3mber,lfsyoLlr.peiforl11~hce~ahdYoLliaw?rcrThe. cOhtributiqns YOiJmake 

' ..• to·.·~m~fi~f1h ...•. W~·tef';· ..• ·~lJ(JcE1§sthrQubh·out ... ·.th§·jear.:··altin1ai~/Yirn{Ja9t·.·.the ·C1M()unt:()f .. ·.·•· 
: ;:;'. "::": . ,: ..... :: :. .: -::: ,. . ." : . .' -'.. "::. .. : .. ' '. -: . '. -,' , ~ .. : '::'. :". -... ,' ; ;:' -. -,' .. '; : . -.. .' :. , ... :,..", .'.. :. . :. : ... '. . . . ';:. . ... :.". ",: .. ' . '. .'. ':'. '. .'" . ' , .... 

yQurpayout· .• · ••. ·.B~··.slJfe.··tb ••• ·caff1iullyfeviewthjs·.br¢ch.ur~;·· •• th(3n· .. s/Jeak·With··-Your 
111anager abc)utlhe AlP and about.whatyo{j cad·dQto.·jrnpr9vey ou[perfq[man(Je 

-' .... - .. .: ••....•. - ::: .... : ......•.. _ ••. ! .• ::' 

ahdsharethefinancialrelil!ards6fAmi7riqanWat€7dssuccess. 
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FREQUENTLY ASKED QUESTIONS 

How does the plan reward 
performance? 

Who is eligible for the AlP? 

What do I have to do to receive an 
AlP award? 

How is my AlP target award 
opportunity determined? How can 
I find out what it is? 

How will my AlP award payout be 
calculated? 

The AlP allows us to differentiate and reward the performance 
of employees who contribute to the achievement of the 
company's goals. The 2012 AlP directly ties award payouts to 
measurable contributions (company, organizational group/ 
functional area and individual) to American Water's success. 

All regular, full-time exempt employees are eligible to 
participate. If you join American Water on or before September 
30, 2012, you are also eligible to participate in the plan on a 
prorated basis. 

Any payout will depend largely on your performance, as well as 
on company, organizational group/ functional area 
performance (including financial, business transformation and 
operational), which determines funding. 

If your performance is rated "Needs Improvement" or higher, 
you may receive an award payout - but only if threshold 
company performance metrics have been met. If your 
performance rating is "Unacceptable" or "Too Soon to Rate," 
you will not receive a payout. To maximize your award 
0PPOiiunity, ifs important to meet with your manager to 
establish meaningful performance goals, then work hard 
throughout the year to achieve those goals. 

Your AlP target award opportunity is based on your job and is 
expressed as a percentage of your base salary. Please see 
your manager to learn more about your target award 
opportunity for 2012. 

The size of the pool which funds your award is determined 
based on overall corporate performance and adjusted to reflect 
specific organizational group/functional area results. AlP 
fund ing for all eligible employees will depend on the company 
and/or organizational group/functional area achieving its 
operational and business transformation as well as financial 
goals. Once ind ividual awards are calculated, they are paid 
from the organizational group/functional area funding. 
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What is the minimum and 
maximum that could be paid 
under the plan (as a percent of 
tar et)? 
Willi receive an award payout if I 
meet my individual peiformance 
goals but the company does not 
achieve minimum (threshold) 
erformance? 

What happens if I leave American 
Water before I receive my award 
payout? 

What happens if I change job 
positions within American Water 
during the plan year? 

AlP award payouts can range from zero, to a maximum of an 
Individual Performance Factor of 200%. Payouts are capped 
at 200% of AlP target award. 

No. A pre-determined financial threshold for company 
performance must be met in order for funding and any award 
to be provided under the AlP. 

To receive the award payout, you must be actively employed 
with American Water on the date the payment is to be made. 
You (or your beneficiary) may be eligible for a prorata award if 
you are disabled, retire, die, involuntarily terminate (not "for 
cause") or a divestiture occurred after June 30, 2012. 
(Retirement under this plan is age 55 and 10 years of service.) 
Employees involuntarily terminated for cause would not be 
eligible. 

Your award payout will be based on your base salary and 
target level percentage as of December 14,2012. 

: ...• Thi,~ •.• bro~,h.u.mi§t~e·.2d1.~ .• ·Amehcan··.\NaterAnnu§1 .• lnce~tive'Plah.·Jh'~'l\m~ricari.i~ateFBoard of.Dir~btors C)r.'·its . 
:pe!3igneeJ_whps~dY9isi()nyWill-befinClI·.~nd,.9in9ipg'\fVnl.q~tyrlllinehlt§rpr~tqtipl)s,QftheelalJ .• -The.GOJllP~ny 
:, reserV~~ th~. ri~ htt()9rnendlt11pq if~ I ()f 9 i ?P9 min q~ thep:laQ.duringme;pICJn'ye~ror atany. Ii main. the future, 
, Pqrtlcip,ationjri thePI~n_,does not c9nvey any ;GornmitmenU90ngoing:ernpldirnent. - .. 
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2012 AlP FINANCI.AL PAYOUT CURVE 

DILUTED EARNINGS PER SHARE (EPS) (55%) 

% Target Achieved 

103.1% 
102.6% 
102.1% 
101.0% 
100.5% 
100.0% 
98.4% 
97.4% 
95.8% 
94.3% 

<94.3% 

% Payout 

150.0% 
140.0% 
130.0% 
120.0% 
110.0% 
100.0% 
81 .3% 
62.5% 
43.8% 
25.0% 

0% 

* For 2012, the EPS target is within the range of our earnings 
guidance of $1.90 to $2.00. 

BUSINESS TRANSfORfMLt\l'SON PteRFORMANCE 

2012 AJiP MEASURE 

Enterprise Resource Plan (ERP) go live with successful third quarter close 

(Judgment of Management with Discretion of the Board of Directors.) 
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2012 AlP OPERATIONAL MEASURES 

Environmental Compliance (7 .. 5%) 
For determining environmental compliance, AW will count Notices of Violation (NOV) for 
which the company is responsible as described in the Environmental Non-Compliance 
Reporting Practice. For 2012 AW's NOVlarget is 17. 

NOVs Award 
11 150.0% 
13 137.5% 
15 125.0% 
16 112.5% 
17 100.0% 
18 87.5% 
19 75.0% 
20 62.5% 
21 50.0% 
>21 0% 

Safety Performance (7.5%) 
Safety performance will be determined using the total OSHA Recordable Incident Rate 
(ORIR) which measures all injuries and illnesses requiring treatment beyond first aid for 
every 200,000 hours worked. For 2012 the goal has been set at 3.35 which is 25% below 
the Bureau of Labor Statistics (BLS) Water Utility Average ORIR of 4.5 and will be 
evaluated against the graduated award scale below. 

ORIR Award 
3.15 150.0% 
3.20 137.5% 
3.25 125.0% 
3.30 112.5% -
3.35 100.0% 
3.45 87.5% 
3.55 75.0% 
3.65 

I 

62.5% I 

3.75 50.0% 
>3.75 0% 
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2012 AlP OPERATIONAL MEASURES 

Service Quality (7.5%) 
This metric is measured by the Service Quality Survey (SQS) which is conducted 
throughout the year for customers requesting service resulting in completion of a service 
order by a Field Service Representative (FSR). The score is based on the survey question : 
"Overall, how satisfied were you with the outcome of your service contact?" taking the top 
two response categories of a 5 point response scale (5. Extremely Satisfied, 4. Very 
Satisfied, 3. Somewhat Satisfied, 2. Somewhat Dissatisfied, 1. Very Dissatisfied). The AW 
goal for 2012 is 85% and the graduated award scale is provided below. 

SQS % Award 
90 150% 
89 140% 
88 130% 
87 120% 
86 110% 
85 100% 
84 90% 
83 80% 
82 70% 
81 60% 
80 50% 

< 80 0% 

Customer Sai:nsfacto@tril f1n5%) 
This metric measures overall customer satisfaction through a random customer survey 
containing the following question, "Overall , how satisfied have you been with (Company 
Name) in general during the past twelve months", which has a five-point response scale 
(Extremely Satisfied, Very Satisfied, Somewhat Satisfied, Somewhat Dissatisfied, Very 
Dissatisfied), response percentages in the top three categories are indicative of overall 
customer satisfaction levels and a 90% target has been set. 

CSS% Award 
95 150% 
94 140% 
93 130% 
92 120% 
91 110% 
90 100% 
89 90% 
88 80% 
87 70% 
86 60% 
85 50% 

<85 0% 
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2012 ANNUAL INCENTIVE PLAN TARGETS 

ML4 30% 

L5- L6 20% 

L7 15% 

L8-L9 10% 

L10-L12 50/0 

G:\HR\Compensation & Benefits\!\IP\2012\Finals\!\IP Brochure.2 24 12.doc 
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Information Requested: 

Cause No. 44450 
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OUCC 03-008 

Please list the actual yearly annual incentive plan payout percentages for the 
following years: 2009, 2010,2011, 20J2 and the test year in this Cause. 

Requested By: Daniel M. LeVay- dlevay@oucc.in.gov-317-232-2494 
Scott Franson - sfranson@oucc.in.gov - 317-232-2786 
Tiffany Murray - timurray@oucc.in.gov - 317-232-2494 
Office of Utility Consumer Counselor (OUCC) 

Witness: Gary M. VerDouw 

Objection: 

Petitioner objects to Request 03-008 on the grounds and to the extent it is vague and 
ambiguous in that Petitioner has selected a future test year. 

Information Provided: 

Subject to and without waiver of the foregoing objection, Petitionel' responds as 
follows: The payout percentage for 2013 has not yet been determined. Indiana­
American Water's actual yearly AlP payout percentages (paid the ensuing March) are 
as follows: 

AlP Payout 
Percentages 

2009 111% 
2010 111% 
201 1 138% 
2012 135% 
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Information Requested: 

In Cause No. 44022, OUCC Data Request No. 12-002 asks Petitioner to provide 
actual yearly incentive plan payout percentages for 2010 and 2011. In response, 
Petitioner stated that the actual yearly incentive plan payout percentages for 2010 and 
2011 as 114.85% and 112.48%, respectively. In Cause No. 43680, in response to 

. OUCC Data Request No. 17-235, Petitioner stated that the 2009 yearly incentive plan 
payout percentage was 73 ;670/0. . 

In the present Cause, in response to OUCC Data Request No. 03-008, Petitioner 
provided the following yearly incentive plan payout percentages: 2009 (111%), 2010 
(111 %), 2011 (138%) and 2012 (135%). Please explain and reconcile the differences 
between the percentage of payouts for 2009,2010 and 2011 as provided by Petitioner. 

Requested By: Daniel M. LeVay - dlevay@oucc.in.gov - 317-232-2494 
Scott Franson - sfranson@oucc.in.gov - 317-232-2786 
Tiffany Murray - timurray@oucc.in.gov - 317-232-2494 
Office of Utility Consumer Counselor (OUCC) 

Witness: Gary M. VerDouw 

see the table helm,v that aligns the AlP payout percentage responses with the years 
the AIP amount was earned. 
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The remaining difference relates to employee target measures applied. For cause 44450, the 
percentage is calculated using actual payouts in Indiana American per employee divided by 
100% payout of eligible employees' salary at the salary grade payout percentages as of 
December in the year earned. 

43680 73.67% 

44022 

44450 

Difference 

.114.85% 

111.37% 

-3.48% 

112.48% 

110.54% 

-1.94% 
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Information Requested: 

Did Indiana-American include 100% of its annual incentive plan payout in the rates 
requested in this Cause? Ifnot; please state the percent of incentive plan pay included 
in this rate request in this Cause. 

Requested By: Daniel M. LeVay - dlevay@oucc.in.gov- 317-232-2494 
Scott Franson - sfranson@oucc.in.gov - 317-232-2786 
Tiffany Murray - timurray@oucc.in.gov - 317-232-2494 
Office of Utility Consumer Counselor (OUCC) 

Witness: Cary M. VerDouw 

Information Provided: 

Indiana-American did include 100% of its annual incentive plan payout in the rates 
requested in this Cause. 



Workforce Plann 

Pleased 
insert coiL 

10008361 

50397145 
10000226 

10000245 

10007803 
50654124 
50178507 

12007131 
50594230 

$ 
$ 
S 
$ 

$ 
$ 
$ 

S 
$ 
$ 

56.81 54.34 S 49.40 54.34 55.83 $ 53.30 55.83 58.37 53.30 55.83 55.83 $ 53.30 656.48 

409.02 39124 $ 355.67 391.24 $ 402.00 383.73 $ 402.00 $ 420.27 383.73 402.00 402.00 $ 383.73 $ 4,726.63 
$ $ $ $ $ $ 

520.17 497.55 $ 452.32 497.55 $ 511.24 S 488.00 S 51 1.24 $ 534.47 $ 488.00 511 .24 51124 $ 488.00 $ 6,011.01 

$ $ S $ $ $ $ 

294.93 $ 282.11 $ 256.46 $ 282.11 S 289.87 S 276.69 $ 289.87 $ 303.04 $ 276.69 $ 289.87 $ 289.87 $ 276.69 $ 3,408.21 
2,056.57 $1,967.16 $1 ,788.32 $1,967.16 $2,02125 51,929.38 $2,021.25 $2,113.13 $1,929.38 $2,021.25 $2,021.25 $1,929.38 S 23,765.48 

$ $ $ $ S $ $ $ $ $ $ S 

709.04 $ 67821 $ 616.56 S 678.21 $ 696.86 S 665.19 696.86 728.54 $ 665.19 696.86 696.86 .$ 665.19 8,193.56 

2,493.55 $2,409.22 $2,19020 $2,40922 $2,475.48 $2,362.95 $2,475.48 $2,588.00 $2,362.95 $2,475.48 $2,475.48 $2,362.95 29,080.95 
622.81 $ 595.73 $ 541.57 $ 595.73 S 612.1 1 $ 58429 $ 612.1 1 $ 639.93 $ 58429 $ 612.11 $ 612.11 $ 58429 7,197.08 

2,352.52 $2,25024 $2.045.67 $2,250.24 $2.312.12 $2,207.03 $2,312.12 $2,417.22 $2,207.03 $2,312.12 $2,312.12 $2,207.03 27,185.47 

1,554.58 $1,486.99 $1,351.81 $1,486.99 S1,527.88 $1 ,458.43 $1,527.88 $1,597.33 $1,458.43 $1,527.88 $1,527.88 $1,458.43 17,964.50 
232.35 $ 222.25 $ 202.05 $ 22225 $ 228.36 $ 217.98 $ 228.36 $ 238.74 $ 217.98 $ 228.36 $ 228.36 $ 217.98 2,685.04 
73529 $ 703.32 $ 639.38 $ 703.32 $ 722.66 $ 689.81 $ 722.66 $ 755.51 $ 689.81 $ 722.66 $ 722.66 $ 689.81 8,496.91 

655.57 $ 627.07 $ 570.07 $ 627.07 $ 644.32 $ 615.03 $ 644.32 $ 673.60 $ 615.03 $ 644.32 $ 644.32 $ 615.03 7,575.74 
2,065.75 $1,975.94 $1,796.31 $1,975.94 52,030.28 $1 ,937.99 $2,03028 $2.122.56 $1,937.99 $2,030.28 52,03028 $1,937.99 23,871.58 

$ $ $ $ $ $ $ $ $ 5 $ 

662.83 634.01 576.38 634.01 651.45 621.84 651.45 681.06 621.84 651.45 $ 651 .45 621.84 7,659.60 
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$ 
$ 

10000130 .$ 
10000207 .$ 
50434678 .$ 
10000193 .$ 
50584164 $ 
10000039 .$ 
10000156 $ 
50296669 .$ 
10000068 .$ 
10000050 .$ 
50586426 .$ 
10000174 .$ 
10000096 .$ 
50180151 $ 
50568214 .$ 
10000859 .$ 
50315444 $ 

10000157 .$ 
.$ 
.$ 

10009340 .$ 
10009341 .$ 
50356447 $ 
50410456 $ 
10009328 $ 
10009329 .$ 
10009330 .$ 
10018580 $ 
10009331 $ 

0 10009332 .$ 
10009333 .$ 
10009321 $ 
50569406 .$ 

.$ 

.$ 
$ 
.$ 
$ 
$ 
$ 
.$ 
.$ 
$ 
S 
$ 
$ 
$ 
.$ 
$ 
$ 
$ 
$ 
.$ 
$ 
$ 

50006913 $ 
10009325 .$ 
10009324 $ 
50135642 $ 
10000111 $ 

.$ 

.$ $ $ $ $ $ .$ $ $ .$ .$ $ 
498.56 $ 476.88 .$ 433.53 S 476.88 $ 489.99 $ 467.72 $ 489.99 .$ 512.27 $ 467.72 $ 489.99 $ 489.99 $ 467.72 $ 5,761.25 

$ $ $ $ $ .$ $ $ .$ .$ .$ $ 
149.12 .$ 35.66 .$ 32.42 $ 35.66 $ 36.54 .$ 34.97 .$ 36.54 .$ 38.30 $ 34.97 .$ 36.64 .$ 36.64 .$ 34.97 $ 542.63 

.$ $ s $ $ .$ $ $ .$ .$ .$ $ 
184,45 .$ 176.43 .$ 160.39 .$ 176.43 S 181.28 S 173.04 $ 181.28 .$ 189.52 $ 173.04 $ 181.28 $ 18128 $ 173.04 $ 2,131.46 

$ $ $ .$ $ $ $ .$ $ $ $ .$ 
.$ .$ .$ .$ s $ $ .$ $ .$ .$ .$ 
S $ $ $ $ .$ $ .$ .$ .$ $ $ 
S .$ .$ $ 5> $ S .$ $ .$ .$ .$ 
S $ .$ .$ s .$ $ .$ .$ .$ $ $ 
S $ S $ $ $ $ $ .$ $ .$ 
.$ $ S :& S .$ $ $ .$ $ $ $ 
.$ $ S $ S $ $ $ $ $ $ .$ 
$ $ $ $ s $ .$ .$ $ .$ $ .$ 

176.08 .$ 168.43 $ 153.12 $ 168.43 .$ 173 .06 $ 165.19 .$ 173.06 $ 1BO.93 $ 165.19 .$ 173.06 .$ 173.06 $ 165.19 .$ 2,034.81 
.$ $ $ .$ s $ .$ $ $ $ .$ .$ 
$ $ $ $ $ $ $ $ $ s .$ .$ 
$ $ $ .$ .$ .$ .$ $ s $ $ 

$ $ $ $ s .$ .$ .$ $ $ .$ 
266.28 .$ 254.70 .$ 231 .54 $ ·254.70 261.70 .$ 249.81 S 261.70 .$ 273.60 .$ 249.81 .$ 261.70 .$ 261.70 .$ 249.81 .$ 3,on.06 

.$ .$ .$ $ .$ .$ .$ .$ $ .$ .$ 

.$ .$ $ $ $ $ .$ $ $ .$ .$ 
$ $ $ s .$ $ .$ .$ $ .$ $ 
$ $ .$ .$ $ $ .$ $ .$ .$ $ 

472.66 .$ 452.11 .$ 411 .01 $ 452.11 $ 464.55 5 443.43 $ 464.55 .$ 485.66 $ 443.43 $ 464.55 $ 464.55 .$ 443.43 .$ 5 ,462.03 

$ .$ $ $ s $ .$ $ $ .$ .$ $ 
$ .$ $ $ $ $ $ $ $ $ s $ 

$ .$ .$ $ $ .$ .$ .$ $ .$ $ .$ 
.$ .$ .$ $ $ .$ $ $ $ .$ $ $ 
$ s $ $ s .$ .$ .$ .$ .$ .$ $ 

$ .$ .$ .$ $ .$ $ .$ .$ $ $ $ 
.$ .$ $ .$ $ $ .$ .$ $ $ .$ .$ 

$ $ $ .$ $ .$ $ .$ .$ $ $ $ 

.$ .$ .$ ~- $ .$ .$ .$ .$ $ .$ .$ .$ 
27.02 .$ 36.18 $ 32.89 $ 36.1 8 $ 37.1 8 $ 35.49 $ 37.18 .$ 27.76 $ 25.35 $ 26.55 .$ 26.55 .$ 25.35 $ 373.68 

499.1 2 .$ 477.42 S 434.02 $ 4n,42 S 490.55 $ 468.25 .$ 490.55 $ 512.85 S 468.25 $ 490.55 .$ 490.55 $ 46825 $ 5,767.81 

$ $ $ .$ $ $ $ $ $ $ $ .$ 
$ $ $ s $ $ $ S $ $ s $ 

s s $ $ $ $ $ $ $ $ $ $ 

S S $ S $ $ $ $ $ .$ $ $ 

s S S .$ $ $ $ $ $ $ .$ 
507.35 $ 48529 S 441.18 $ 48529 $ 498.64 S 475.97 $ 498.64 $ 521.31 $ 475.97 $ 49B.64 $ 498.64 $ 475J37 .$ 5,862.91 
459.11 $ 439.15 $ 399.23 $ 439.15 $ 45123 $ 430.72 S 451.23 .$ 471 .74 .$ 430.72 $ 451.23 $ 451.23 $ 430.72 $ 5,305.42 

$ $ $ $ $ .$ $ $ $ .$ .$ S 
$ $ $ $ $ $ $ .$ $ $ .$ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 
$ .$ .$ $ S $ $ $ $ $ $ .$ 

$ $ S $ S $ .$ .$ $ $ .$ .$ 
$ $ $ $ $ $ $ $ .$ $ $ $ 

.$ $ $ $ $ $ $ $ $ $ .$ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ .$ $ $ .$ .$ $ $ $ $ $ 

.$ .$ S .$ $ $ .$ $ $ .$ .$ .$ 

$ .$ S $ $ .$ $ $ .$ $ .$ .$ 

.$ $ $ $ $ $ $ $ $ $ $ $ 
33025 $ 315.89 $ 287.17 $ 315.89 S 32.4.58 $ 309.83 $ 324.58 S 339.33 S 309.83 $ 324.58 .$ 324.58 S 309.83 . .$ 3,816.33 

31.n S 30.39 $ 27.63 $ 30.39 $ 31.23 $ 29.81 $ 31.23 $ 32.65 S 29.81 $ 3123 $ 31 .23 $ 29.81 $ 367.15 

.$ $ S .$ $ $ $ $ $ $ .$ $ 

$ $ $ $ $ $ $ $ .$ $ $ .$ 

.$ .$ $ .$ $ $ $ $ $ s $ $ 
472.46 $ 451 .91 $ 410.83 $ 451 .91 $ 464.34 $ 44324 $ 464.34 .$ 485.45 .$ 443.24 .$ 464.34 $ 464.34 $ 443.24 .$ 
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$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 

10000099 $ 
10000080 $ 
50311225 $ 
60000111 S 
50449552 $ 

S 
$ 

50584138 $ 
10000107 $ 
60000463 $ 
10000115 S 
50314590 S 
10004607 $ 
10000854 $ 
10000120 $ 
50321832 $ 
10000182 $ 
50311196 $ 
10004606 $ 
10000176 $ 

$ 
s 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

10011277 S 
10000040 $ 
50296586 $ 

o 50285835 $ 
o 50013175 $ 
o 50349651 $ 

50300077 $ 
50184764 $ 
10000154 $ 
10000013 $ 
10000010 $ 
50421093 $ 
10000008 $ 
10000005 $ 

$ 
$ 
$ 

$ $ $ 
$ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ s $ $ s $ $ 
$ $ $ $ $ s $ s $ $ $ 
$ $ $ $ $ s $ s $ $ $ 
$ $ $ $ $ s $ $ $ $ $ 

177.40 $ 169.69 $ 15426 $ 169.69 174.35 $ 166.43 $ 174.35 $ 18228 $ 166.43 $ 174.35 $ 174.35 $ 166.43 $ 2,050.02 
$ $ $ $ $ s $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ 
$ $ s $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ 

$ $ s s $ $ $ $ $ $ 

S $ S S $ $ $ $ $ $ 
$ $ s s $ $ $ $ $ $ 

25626 $ 214.48 $ 194.98 S 214.48 220.37 $ 210.36 $ 220.37 230.39 $ 210.36 $ 220.37 $ 220.37 $ 210.36 $ 2.623.14 
321.91 $ 307.92 $ 279.93 $ 307.92 316.39 $ 302.00 $ 316.39 330.77 $ 302.00 $ 316.39 $ 316.39 $ 302.00 $ 3,720.00 

S $ S $ S $ S $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ s $ $ 
$ $ $ $ s $ $ $ s $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ s $ $ $ 
$ $ $ $ s $ $ $ s s $ $ 

$ $ $ $ $ $ $ $ $ s $ $ 
$ $ $ $ $ $ $ $ $ s $ $ 

$ $ $ :;; $ $ $ $ $ s $ $ 
$ $ $ $ s $ $ $ s s $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 

s $ s $ $ $ $ $ s $ $ $ 
s $ $ s $ $ $ $ s $ . $ 

134.57 $ 128.72 $ 117.02 $ 128.72 132.26 $ 12625 $ 132.26 $ 13827 $ 126.25 $ 1322 6 $ 132.26 $ 12625 $ 1.555.06 
$ $ $ $ $ $ $ $ $ $ $ 

511 .28 S 489.05 $ 444.59 S 489.05 $ 502.50 S 479.66 $ 502.50 $ 525.34 $ 479.66 $ 502.50 $ 502.50 $ 479.66 $ 5,908.29 

$ $ s $ s $ $ $ $ s $ s 
38.70 $ 55.52 $ 50.47 $ 55.52 $ 57.05 $ 54.45 $ 57.05 $ 59.64 $ 36.30 $ 38.03 $ 38.03 $ 36.30 S 577.07 

$ $ $ $ $ $ $ $ s $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ s $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ s $ 

$ $ $ $ $ $ $ s $ $ $ $ 
198.73 $ 190.09 $ 172.80 $ 190.09 $ 195.31 $ 186,43 $ 195.31 S · 204.19 $ 186.43 S 195.31 $ 195.31 $ 186.43 $ 2,296.45 

$ $ s s $ $ $ $ $ $ $ $ 
$ $ $ s $ $ $ $ $ $ $ $ 

193.15 $ 184.75 $ 167.96 $ 184.75 $ 189.33 $ 181.20 $ 189.83 $ 198.46 $ 181.20 $ 189.83 $ 189.83 $ 181 .20 $ 2,232.02 

$ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ 

$ $ s $ $ $ $ $ $ $ $ $ 

$ $ s $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ s $ $ $ 

155.92 $ 149.14 $ 135.58 $ 149.14 $ 153.24 $ 146.28 $ 15324 $ 160.21 $ 1462 8 $ 153.24 $ 153.24 $ 14628 $ 1.801.82 

$ s $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 

s s $ $ $ $ $ $ $ $ $ $ 

s $ $ $ s $ s $ $ $ $ 

s $ $ $ $ $ $ s $ $ $ 

s $ $ $ $ $ $ s $ $ $ 
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$ 
$ 
$ 

10008248 $ 
10008303 $ 
10008206 $ 
10008252 $ 
10008222 $ 
50411453 S 
10001988 S 
10008243 $ 
10002131 $ 
50301307 S 
10008212 $ 
10008130 $ 
1OO0n94 $ 

s 
$ 

50300093 $ 
50612320 $ 
10007805 $ 
10015445 $ 
10008254 $ 
10008215 $ 
10008249 $ 

$ 
$ 

50483421 $ 
10008285 $ 
10008221 $ 
50491638 $ 
50482451 $ 
50318627 S 
50285551 $ 
10008289 $ 
50302445 S 
10008205 S 
50148678 $ 
50311172 S 
10008342 $ 
10008281 $ 
10001976 $ 
10008286 $ 
10008143 $ 
50294352 $ 
10008280 $ 
50335860 $ 
10001651 $ 
10008200 S 
10008235 $ 
10008230 $ 
10008171 $ 
10007660 S 
10007801 $ 
10008229 $ 
10008228 $ 
50302541 S 
10008214 $ 
50279191 $ 
10008284 $ 
1ooon40 $ 
10008236 $ 

$ $ $ $ $ $ s s $ $ s 
$ s $ s $ $ s s $ $ $ 
$ $ $ $ $ $ s s $ $ $ 
$ s $ $ $ $ $ s $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ 
$ s s $ $ $ $ $ s $ s $ 

$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ s $ $ $ $ $ $ $ s $ 

156.28 $ 149.49 $ 135.90 S 149.49 $ 153.60 $ 146.62 $ 153.60 $ 160.58 $ 146.62 $ 153.60 $ 153.60 $ 146.62 $ 1,805.97 
$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ s $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ s $ $ $ $ $ $ 
$ $ $ $ $ s S $ S $ $ $ 
S $ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ s s $ $ $ $ $ 
$ $ $ $ $ s $ $ S $ $ $ 

$ $ $ $ $ s $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ 

407.45 $ 389.73 $ 354.30 $ 389.73 $ 400.45 $ 382.25 S 400.45 $ 418.65 $ 38225 $ 400.45 $ 400.45 $ 382.25 $ 4.708.44 
29.39 $ 28.12 $ 25.56 $ 28.12 $ 28.89 $ 27.58 $ 28.89 $ 3020 $ 27.58 $ 28.89 $ 28.89 $ 27.58 $ 339.67 

$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ s $ 
$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ S $ 

$ $ $ $ $ $ $ $ $ $ $ 
$ S S $ S $ S $ S $ S $ 

$ s $ $ $ $ $ s $ $ $ $ 

$ s s $ $ $ s s $ $ $ $ 

S S $ $ $ $ s $ $ $ $ 

$ $ $ $ $ $ $ s $ $ $ $ 
568.48 $ 543.76 S 494.33 $ 543.76 $ 558.72 $ 533.32 $ 558.72 $ 584.11 S 533.32 S 558.72 $ 558.72 $ 533.32 $ 6,56926 

$ S $ $ $ $ $ s $ $ $ $ 

$ s $ $ $ $ $ $ s $ $ $ 

$ s $ $ $ $ $ s s $ s $ 

$ s $ $ s $ $ $ s $ $ $ 
$ S S $ S $ S $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ s $ $ $ $ s $ $ $ $ 

$ $ s $ s $ $ s $ $ $ $ 

$ $ $ $ s $ $ $ $ $ $ $ 
386.11 $ 369.32 $ 335.75 $ 369.32 $ 379,48 S 362.23 $ 379.48 $ 396.73 $ 362.23 $ 379.48 $ 379.48 $ 36223 $ 4,461.81 

$ $ $ $ s $ $ $ $ $ $ $ 

$ $ $ $ S $ $ $ $ $ $ $ 

S $ $ s $ $ $ $ $ $ $ S 
$ $ $ $ $ s $ $ $ $ $ S 
$ $ $ $ $ $ S $ $ $ $ S 
$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ s S $ $ $ $ 

$ $ $ $ $ $ s $ $ $ $ $ 
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Workforce Plann 

Please d 
insert COiL 

50314479 
50303473 
10008198 
50235223 
10008239 
10008231 
10008357 
10008291 
10008216 
50487249 
50606300 
10008282 
50317556 
50236282 

0 10008238 
10008233 
10008223 
50296668 
50303477 
10007807 
10008307 
10002134 
10008226 
10008290 
50148531 
10008277 
S0320617 

$ 
$ 
$ 
S 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ $ $ $ s $ $ $ $ $ $ 
647.89 $ 619.72 563.39 $ 619.72 S 636.77 $ 607.82 $ 636.77 $ 665.71 $ 607.82 $ 636.77 $ 636.77 $ 607.82 $ 7,486.97 
631 .29 S 603.84 548.95 S 603.84 $ 620.45 S 592.24 S 620.45 $ 648.65 $ 59224 S 620.45 $ 620.45 $ 592.24 $ 7,295.08 

S $ $ $ S $ $ $ $ $ $ 

S S $ $ $ $ $ $ $ $ $ 
$ $ $ $ s s $ . $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 
$ $ $ S $ S $ $ $ $ $ $ 

$ $ $ S $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ S $ 
$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ S S $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 

S $ S S $ $ $ $ $ S $ $ 
$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 

S $ $ .$ $ $ $ $ $ $ 
$ $ $ $ $ $ $ S $ $ 

$ $ $ $ $ $ $ S $ $ 

$ $ S $ $ $ $ $ $ $ 

$ $ $ S $ S $ $ S $ $ 

$ $ s $ s $ s $ $ S $ $ 
572.04 $ 547.17 $ 497.42 $ 547.17 $ 562.21 $ 536.66 $ 56221 S 587.77 $ 536.66 $ 562.21 $ 562.21 $ S36.66 $ 6,610.38 

$ $ S $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ 
$ $ s $ $ $ $ $ $ $ $ 
$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ S $ $ $ $ $ $ $ 

$ $ $ S S $ $ $ $ $ $ $ 
$ $ $ $ S $ $ S $ $ $ $ 

$ $ $ S S $ $ $ $ $ $ $ 

$ $ $ s $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ 

590.81 $ 565.13 $ 513.75 $ 565.13 580.67 $ 55427 $ S80.67 $ 607.06 $ 55427 $ 580.67 $ 580.67 $ 554.27 $ 6,827.36 

336.31 $ 321.69 $ 292.44 $ 321 .69 330.53 $ 315.51 $ 330.53 $ 345.S6 $ 315.51 $ 330.53 $ 330.53 $ 315.51 $ 3,886.34 

336.31 $ 321.69 $ 292.44 $ 321.69 330.53 $ 315.51 $ 330.53 $ 345.56 $ 315.51 $ 330.53 $ 330.53 $ 31S.51 $ 3,886.34 

336.31 $ 321 .69 $ 292.44 $ 321 .69 $ 330.53 31S.51 $ 330.53 $ 345.56 $ 315.51 $ 330.53 $ 330.53 $ 315.51 $ 3,886.34 
249.96 $ 239.09 $ 217.36 S 239.09 S 245.67 234.50 $ 245.67 $ 256.83 $ 234.50 $ 24S.67 $ 245.67 $ 234.50 $ 2,888.50 
249.96 $ 239.09 $ 217.36 $ 239.09 $ 245.67 $ 234.50 $ 245.67 $ 256.83 $ 234.50 $ 245.67 $ 245.67 $ 234.50 $ 2.888.50 

$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ $ $ $ 

$ $ $ $ $ $ $ $ 

33.041 31,232 $ 26,S03 $ 31 ,354 3:2,216 30,752 32,216 33,669 30,723 32.166 32,166 $ 
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Carolene Mays, Commissioner 
Jeffery A. Earl, Administrative, Law J~dge 

Cause No. 44450 
Attachment CEP-20 
Page 1 of2 



Cause No. 44450 
Attachment CEP-20 
Page 2 of2 

Company . so that the Company and ratepayers can benefit from their experience and expertise. 
Accordingly, he recommended that the Company's pro fonna "tTIP expense of $96,945 not be 
eliminated. 

(iv) Commission Discussion and Findings. The Commissio'n 
recognizes the value of incentive compensation plans as part of an overall compensation p'ackage 
to attract and retain qualified personnel. The criteria for the recovery of incentive compensation 
plan costs are well established. We allow recovery in rates when: (1) the incentive 
compensation plan is not a pur~ profit-sharing plan, but rather incorporates operational as well as 
financial performance goals; (2) the incentive compensation plan does not result in excessive pay 
levels .beyond what is reasonably necessary to attract a talented workforce; and (3) shareholders 
are allocated part of the cost of the incentive compensation program. N. Ind Pub. Servo Co., 
Cause No. 43526, 2010 Ind. PUC LEXIS 294, at *195-96 (lURC Aug. 25,2010). 

In Petitioner's last three litigated rate cases, we have found Petitioner's AlP to be 
recoverable. under this standard. Similarly, there is no dispute in this case that the AIP is 
recoverable: . the only dispute is how much should be allocated to customers. Petitioner requests 
an AlP payout level at 100% of target level, based on a three-year-average payout of 100.33% of 
target. In SInd Gas & Elec. Co., we authorized recovery of 100% of the incentive plari target 
level. Cause No. 43839, 2011 PUC LEXIS lIS, at *148-151 (lURC Apr. 27, 2011). However, 
in that case, the evidence demonstrated that the petitioner's average payout had exceeded target 
by as much as 190% over the past ten years, and that shareholders absorbed the cost of incentive 
compensation that exceeded the target level. 

Here, Petitioner' s evidence indicates that the three-year average payout was 100.33% of 
target level. Yet, Petitioner request~ recovery of the full target level: in essence, leaving 
shareholders to pay only the extra' 0.33%. In addition, a review of Petitioner's past several rate 
cases demonstrates that Petitioner's incentive payout has not typically exceeded the target leveL 
Authorizing Petitioner to recover 100% of the AlP target level, would not allocate a sufficient 
amount of the incentive costs to shareholders. Therefore, we conclude that Petitioner shall 
recover 85% of the three-year average payout based on 358 employees with a. further reduction 
to elin1inate· the incentive pay associated with the Senior Manager. Business Development 
position. This results in a pro fonna AlP expense of$~87,416. 

The OUCC also recommended that we disallow recovery of expenses for Petitioner's 
L TIP. Mr. VerDouw testified that Petitioner strives to provide employees with a base 
compensation at the 50th percentile of the .market and the opportunity to earn up to the 65th 
percentile through AIP. Petitioner's top executives then have an opportunity to eam additional 
compensation through the LTIP. LTIP is based on the total shareholder return and internal 
performance goals. Although the LTIP is not a pure profit-sharing pl~, it is strongly tied to 
financial performance in that the Board of Directors determines the level of additional 
compensation. In addition, the Commission notes that given the cunent economic climate and 
the other increases being requested by Petitioner in this case, it is reasonable for Petitioner to 
lnitigate rate increases and conirol· costs where possible. Therefore, we find that Petitioner's 
L TIP expense should be borne by its shareholders rather than its ratepayers, and we disallow the 

. pro fOffila L TIP expense. 
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This guide provides an overview of your 2013 equity awards granted to you under the American Water 
Works Company, Inc. 2007 Omnibus Equity Compensation Plan (the ttPlan "). The Equity Award -a key 
component of your American Water compensation package -promotes the achievement of the company's 
long-term, strategic business objectives. Read this guide to learn about equity awards and how they reward 
you/or contributing to American Water's long-term financial success. 

AN OVERVIEW OF THE EQUITY AWARD 

You have been granted a 2013 Equity Award, which represents your Long-Term Incentive 
Compensation. Your award is determined by the Compensation Committee of the American Water 
Board of Directors ("the Committee"). 

An Award Based on American Water's Success 

As a publicly-held company, American Water has a responsibility to its stockholders to drive long- . 
term success and increase the. value of American Water stock. 

You can make a difference. Think about the activities you perform on a day-to-day basis. Your 
contributions can help generate results that lead to success for American Water and significant 
rewards for you. As an American Water management employee and stockholder, you not only 
have the ability to influence our day-to"day performance, you also share in the long-term rewards 
of American Water's success. . 

Equity awards under the Plan allow you to share in the company's success by providing 
opportunities for rewards based on long-term performance. The 2013 award includes stock 
options, Restricted Stock Units (RSUs) - New in 2013, and a petformance-based stock 
component, which awards Performance Stock Units (PSUs) based on American Water's Total 
Stockholder Return (TSR) ranking among peer companies in the Dow Jones U.S. utilities Index as 
well ~s PSUs based on certain company internal metrics. This design aligns more closely with the 
market and helps keep American W ater competitive with our peers in the utilities industry. 

The Amount of Your Award Grant 

Your individual award grant amount is based on a percentage of your base salary, granted in the 
form of equity in the company: 20 percent of the value in stock options, 20 percent RSUs, 30 
percent of the va lue in PSUs based on TSR ranking, and 30 percent value in PSUs based on 
internal performance goals: compounded earnings per share (EPS) growth and operational 
efficiency improvement. 
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ABOUT OPTIONS, RESTRICTED STOCK UNITS AND 
PERFORMANCE STOCK UNITS 1 

The following sections describe how the options, RSUs and PSUs granted to you 
vest and are distributed. 

Stock Options 

II 20 percent of Equity Award 
II Exercise price is the closing price on the date of grant, 

which was $39.45 on Feb. 21, 2013 
II Options vest 33.3 percent each on Jan. 1 of 2014, 2015 

and 2016. Options are 100 percent vested as of Jan. 1, 
2016 

A stock option is 
your right to purchase 
a share of American 
Water stock at the 
exercise price, once 
vested, for a set period 
of time. 

A stock option gives you the right to purchase a share of American Water stock at an "exercise 
price" for a set period of time. 

Stock options represent 20 percent of your equity award. The number-of options you are granted is 
based on the monetary value of your option award and a value determination called the Black­
Scholes value for an option on the date of the grant. The exercise price of the options is based on 
the closing price of the company's stock on the date of grant. The 2013 equity awards were 
granted on Feb. 21,2013. The closing price on the grant date was $39.45. 

Vesting 

Your options vest in three equal installments (33.3 percent each) on Jan. 1 of 2014, 2015 and 
2016. Once options vest, you may purchase (or "exercise") your options, until their Dec. 31, 2019 
expiration date and subject to employment requirements as defined in the Plan and summarized in 
the Appendix. Any options not exercised by the expiration date will be forfeited. 

The Value of Your Options 

The value of your options depends on American VVater's stock performance in the future. This 
means they mayor may not have value at the time they expire. The greater the in 
American Water's market price, the greater the value of your award. 

The value you receive is the difference between (a) the exercise price, and (b) the market price of 
the stock at the time YOll exercise your options" 

will if VVater's 
exercise price on the date of grant. However, if the market price at exercise is lowerthan the 
exercise the" have no value. 

Before trading in the company's securities, including exercising any options, you must review the Company's Insider 
Trading Policy. In addition, under the Insider Trading Policy, certain persons (Section 16 and Restricted Individuals) are 
subject to the affirmatiVe obligation to "pre-clear" any proposed purchase or sale of Company securities with the CFO, 
General Counsel, or inside SEC Counsel. If you have any questions about the Insider Trading Policy and pre-clearance 
process, please call SEC Compliance Spe~ialist (856-346-5857) or SEC Counsel (856-309-4589). 


