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About This Report

102-12, 102-50, 102-51, 102-52, 102-53, 102-54, 102-55

This report constitutes our sixth biennial Sustainability Report, covering our sustainability performance for calendar years
2019 and 2020. We prepared this report in accordance with the Global Reporting Initiative (GRI) Standards: Core option.
In this report, we also disclose several standards from the Sustainability Accounting Standards Board (SASB) and the
Edison Electric Institute (EEI). In addition, we reference the Task Force on Climate-related Financial Disclosures (TCFD)
recommendations, providing information and data related to our approach to managing climate risk across the enterprise.
We also take into consideration the United Nations Sustainable Development Goals (UNSDGs) and we submit responses
to the S&P Global Corporate Sustainability Assessment (CSA) and CDP Climate Change annually. Please see our content
indices for specific references to each framework.

Preparing this report provides a valuable opportunity to assess and improve upon our environmental, social and governance
(ESG) progress and performance. We welcome your feedback on this report. Please contact our Senior Vice President of
Communications and External Affairs, Maureen Duffy, at Maureen.Duffy@amwater.com with questions or feedback.

Our 2017-2018 Sustainability Report, published in September 2019, is available here.
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T


mailto:Maureen.Duffy%40amwater.com?subject=
https://s26.q4cdn.com/750150140/files/doc_downloads/esg_docs/American_Water_2017-2018_Sustainability_Report.pdf

Greetings From Our President & CEO

102-14

We are proud to present

you with our 2019-2020

Sustainability Report.

Today’s stakeholders

expect corporations to provide

leadership on environmental,

social and governance (ESG)

principles and make a positive
impact. At American Water, we pursue our ESG goals
because we believe it is the right thing to do.

For us, delivering a reliable supply of safe, clean and
affordable water service to our customers and treating
their wastewater is fundamental to our business. We are
also committed to limiting our impact on the environment
and supporting the sustainability of a key renewable
resource to strengthen the communities we serve.

We know that supporting an ESG agenda is critical

to the long-term success of our company. That is why
our leadership in ESG is so meaningful. When we
reduce safety incidents, sustain and modernize our
infrastructure, provide an excellent customer experience
and strive to make American Water a place where
everyone’s differences are celebrated, we are living

our ESG philosophy.

ESG is yet another powerful approach for us to
assess our performance. When we focus on long-term
sustainability, our communities thrive, our customer
base grows and customer experience and customer
satisfaction continues to improve. When we invest

in our infrastructure and increase water efficiency
through leak detection and efficient water use,

we pump less water, reduce our energy costs and
greenhouse gas (GHG) emissions and provide a
greater return for our investors.

We recognize that our approach to ESG continues to
evolve and there are always improvements to be made.
In February 2021, we refined our GHG emissions goal
and set new targets for climate variability/water supply
resilience and water use and efficiency, including:

m By 2025, reduce absolute scope 1 and scope 2 GHG
emissions by more than 40% from a 2007 baseline;

m By 2030, increase water system resiliency to
respond to more extreme events by increasing our
Utility Resilience Index (URI) weighted average by
10% from a 2020 baseline; and

m By 2035, continue to meet customer needs
while saving 15% in water delivered per customer
compared to a 2015 baseline.

We also updated our Code of Ethics in December 2020
and established a Supplier Code of Conduct, requiring
our suppliers to operate in accordance with our business
ethics and approach to environmental stewardship.

It is because of this ongoing commitment to integrating
ESG principles throughout our business that American
Water continues to be recognized for our leadership.

In 2020, we received the highest S&P Global Ratings
ESG Evaluation score given to a U.S. company and

the second highest globally. For the third year in a

row, Barron’s named us to its list of the 100 Most
Sustainable Companies as the highest ranked utility,
coming in at 22nd for 2020 and we achieved a ranking
of 16th on the Corporate Knights’ Global 100 Most
Sustainable Corporations in the World index. In

2021, we moved up in our rankings from Barron’s

and Corporate Knights to 15th and 9th, respectively,
recognized as the highest ranked U.S. water utility

in the world. As we reflect on our progress in 2019

and 2020, we are appreciative for the recognition
provided by these rankings and remain focused on
improvement. Thank you for your interest in our company.

Walter Lynch
President and Chief Executive Officer
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ENVIRONMENT

American Water plans to invest $22 to $25 billion in capital from
2021 to 2030 to continue to maintain the quality and reliability of
our water and wastewater systems, increase the resiliency of critical
assets as well as increase energy conservation efforts. We are

on track to meet our goal to reduce absolute scope 1 and scope 2
GHG emissions by more than 40% by 2025 from a 2007 baseline.
By 2030, we will increase our water system resiliency to respond
to more extreme events by increasing our URI weighted average by
10% from 2020 baseline; and by 2035, continue to meet customer
needs while saving 15% in water delivered per customer compared
to a 2015 baseline.

SOCIAL

American Water has an inclusive and diverse culture, reporting

an 84% diverse job candidate pool, 44% overall diverse employee
base (determined through voluntary self-reporting) and 45% of our
workforce represented by unions!*. We set goals in 2021 to increase
representation of females and racial minorities across our workforce
and in leadership roles. In 2020, we delivered over 100,000 hours
of annual employee safety training and made $7 million in donations
to organizations through grants, scholarships, general charitable
contributions, programming support, assisting customers in paying
their water and wastewater bills and more.

1 As of December 31, 2020

GOVERNANCE

Our Board of Directors, led by an independent non-executive chair,
reflects our commitment to governance. Our Board prioritizes diversity
with five of 11 members self-identifying as female and two self-identifying
as racially diverse!?. The Board also reflects a wide range of experiential
diversity. Our directors’ average tenure is approximately 6.5 years, and
all directors have stock ownership requirements that align with long-term
interests of our shareholders.

2As of March 2021

CONTENTS

>40%

REDUCTION IN
ABSOLUTE SCOPE 1
AND SCOPE 2 GHG
EMISSIONS BY 2025
FROM A 2007 BASELINE

44%

OVERALL DIVERSE
EMPLOYEE BASE
(DETERMINED
THROUGH VOLUNTARY
SELF-REPORTING)

5

OF 11 BOARD MEMBERS
SELF-IDENTIFY
AS FEMALE

COMPANY OVERVIEW



About American Water

102-2,102-4, 102-6, 102-7

Vital, efficient and sustainable—our services do more
than simply deliver water to our customers. Water is the
only consumed utility. We know that people depend on
us to deliver safe, clean and reliable water service that
is also affordable. Our customers, employees, partners
and the people and institutions who invest in us expect
and deserve nothing less. Every community should be
stronger because we are there.

What's good for our environment, customers, employees
and communities has also proven to be good for our
shareholders and financial sustainability as a company.
However, our ultimate measure of success is broader
than just dollars and cents. Success is driven by a
single, overriding purpose: to help KEEP LIFE FLOWING
for our customers every day.

We are uniquely positioned to provide this essential
service through two lines of business: regulated and
market-based businesses. We are the largest and

most geographically diverse publicly traded water and
wastewater utility company in the United States (U.S.),
headquartered in Camden, New Jersey and listed on the

New York Stock Exchange under the ticker symbol “AWK.”

We employ more than 7,000 dedicated professionals
who provide essential regulated and market-based
drinking water, wastewater and other related services
to more than 15 million people in 46 states.

CONTENTS

Organizational
Leadership Changes

July 1, 2019—Susan Hardwick becomes Executive
Vice President and Chief Financial Officer

January 1, 2020—Maureen Duffy becomes Senior
Vice President Communications and External Affairs

April 1, 2020—Walter Lynch becomes President and
Chief Executive Officer

June 1, 2020—William Varley becomes Chief
Growth Officer

August 31, 2020—Adam Noble becomes Chief
Technology and Innovation Officer

October 13, 2020—Valoria Armstrong becomes
Chief Inclusion Officer and Inclusion & Diversity
(I&D) department established

December 10, 2020—Melanie Kennedy
becomes Senior Vice President and Chief
Human Resources Officer

March 1, 2021—Cheryl Norton becomes Executive
Vice President and Chief Operating Officer

COMPANY OVERVIEW



Regulated Footprint™!

Our primary business involves providing water and wastewater services to residential, commercial, industrial, public
authority and industrial customers. The properties of the Company’s Regulated Businesses consist mainly of:

1 Approximations of our primary operating assets as of December 31, 2020.

O ?

609 53,200 1,100

WATER TREATMENT MILES OF PIPE GROUNDWATER WASTEWATER
PLANTS WELLS TREATMENT PLANTS

b

T
(SURFACE WATER LT 0B00
2

530 1,300 1,600 75

GROUNDWATER STORAGE FACILITIES PUMPING STATIONS DAMS
TREATMENT PLANTS

Our national regulated

footprint provides regulatory
and geographic diversity
through operations in 16 states
across 1,700 communities,
with over 3.5 million active
customers in our water

and wastewater networks.
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We provide clean, safe, reliable and affordable water and/or wastewater services for our customers in the following states:

California & Hawaii

m California American Water

m Hawaii American Water

Eastern

m  Maryland American Water

m  New Jersey American Water

= New York American Water

m Virginia American Water

Mid-Atlantic

m  Pennsylvania American Water

m  West Virginia American Water

Midwest

m lllinois American Water

® Indiana American Water

= lowa American Water
= Michigan American Water

m  Missouri American Water

Southeast

= Kentucky American Water

m Tennessee American Watert!

1 Tennessee American Water provides
water to part of northern Georgia.

COMPANY OVERVIEW
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Market-Based

In addition to our regulated operations, we also provide
complementary water and wastewater services through
our market-based businesses. These services leverage
our core competencies, provide free cash-flow and are
capital-light. Our market-based businesses include

the following:

m  Homeowner Services Group (HOS) provides various
warranty protection programs and other home
services to residential customers. As of December
31, 2020, our Homeowner Services Group had
approximately 3 million customer contracts
in 43 states, and partnership agreements with
utilities, municipalities and other organizations.

= Military Services Group (MSG) provides water and
wastewater services to various military installations
across the country. We currently operate 50-year
contracts at 17 military installations across the
nation as part of the U.S. Government’s Utilities
Privatization Program.

A

VALUES

(“"\7 Environmental
I=> Leadership

i\l'ﬁi Teamwork

Our Values

102-16

Our values of safety, trust, environmental leadership,
teamwork and high performance are the foundation

of our ethical culture. Our values also contribute to a
high-integrity, transparent workplace where employees
feel safe bringing their whole selves to work. Here’s a
deeper look at how we apply our values at work every day.

Safety

Safety will always be the top focus for us—for every
employee, customer and community we serve. This
includes physical safety, emotional safety and health
and wellbeing. Nothing is more important.

Trust

Trust is built through one interaction at a time. We

are committed to a mutually respectful and inclusive
workplace for all employees. We do what we say and
say what we do, treat each other with respect, listen

to one another through open and honest conversations
and speak up when we see something is not right. This
is how we build and sustain high levels of employee
and customer trust.

Environmental Leadership

Environmental Leadership means delivering safe, clean,
reliable and affordable water and wastewater services.
We protect our water sources and use this precious
resource wisely. Our work is about excellence and the
highest levels of care for our resources.

Teamwork

Teamwork is being at our personal best every day by
helping to ensure that every employee is empowered,
and their voice is heard. We work together toward our
common goals by sharing and debating ideas, leveraging
our diversity, respecting differences of opinions and
being accountable for our actions.

High Performance

High Performance means we all aspire to be our best,
particularly because what we do is so critical to the lives
of our customers. Performing at our best includes getting
the fundamentals right every time, managing risks and
addressing issues quickly and transparently.

COMPANY OVERVIEW
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Our Strategy

Our purpose and values underpin our overall business
strategy. Our “strategy wheel” features five key focus
areas for our company and illustrates how we work

to achieve our vision. Each focus area ties to specific
performance aspirations and goals designed to deliver
continuous improvement for years to come.

Safety

Safety is both a strategy and a core company value. To
us, safety is more than just “the right thing to do”—it’s
the culmination of both physical and emotional safety.
The health and safety of our employees and contractors
is a leading indicator of our company’s health. Simply put,
if we get safety right, we can get everything else right.

People

Maintaining an environment where our people feel valued,
included and accountable is critical to our ability to serve
our customers every day. We continuously work together
to create an environment where employees can live up

to their fullest potential and feel confident that what they
do directly contributes to our company’s ability to stay
strong, grow and make a difference in our customers’
lives. We are a safe, healthy and inclusive organization
with a highly skilled workforce ready for the future.

Operational Excellence

Our operational excellence strategy helps us to find
better and more efficient ways to do business and to
provide safe, clean and affordable water services for
our customers. We leverage technology and process
optimization to support the consistent execution

of the fundamentals and business strategy. As the
largest water and wastewater company in the U.S.,
we assume the responsibility to go beyond minimum
requirements and be an industry leader in operational
and environmental excellence.

Growth

We believe that when companies grow, they can

invest more in creating stable jobs, training, benefits,
infrastructure and our communities. We are industry
leaders in critical infrastructure investment and customer
growth. Our growth benefits all our stakeholders,
including our shareholders.

Customers

Our customers are at the center of everything we do

and every decision we make. We want to provide a
superior customer experience across our diverse
customer base and be the trusted leader in water quality,
water management, system resiliency and environmental
stewardship. If our customers had a choice as to who
serves them, we want them to choose us. Customer
input, along with empathy for our customers’ ideas and
experiences, drives how we change and improve our
processes and systems. We are committed to showing
customers and communities that we care about them.
As a result, our customer base continues to grow and
the overall customer experience continues to improve.

STRATEGIES

INCLUSIVE

AND DIVERSE
WORKFORCE
REACHING THEIR
HIGHEST POTENTIAL

INCIDENTS
AND INJURIES

LIVE HEALTHY

CUSTOMERS

EXCELLENT CUSTOMER EXPERIENCE /
STRENGTHENING COMMUNITIES

INDUSTRY LEADERS
IN CRITICAL
INFRASTRUCTURE
INVESTMENT AND
CUSTOMER
GROWTH
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Capital Plan

During our 2021 Investor Day, we announced updated
five- and 10-year capital plans. Under our five-year plan,
we expect to invest approximately $10.3-10.5 billion from
2021-2025. This includes an approximate $1.3 billion
increase over our most recent five-year plan. This increase
compliments the adjusted growth triangle outlining our
expectations of business growth, highlighting an increase to
the expected regulated acquisitions during this timeframe.

Our Long-Term
Environmental Goals

In 2020, we completed a comprehensive goals
benchmarking process that led to the adoption of two
new environmental goals, and a refinement of a third,
focused on three key topic areas: Energy & Emissions,
Climate Variability/Water Supply Resilience and Water
Use & Efficiency. We implemented these goals in
2021 and we will report on our progress in our next
Sustainability Report.

Energy & Emissions

By 2025, reduce our absolute scope 1 and scope 2

GHG emissions by more than 40% from a 2007 baseline.
We will work to achieve this goal by continuing to improve
energy and water efficiency, increasing our alternative-fuel
fleet and continuing to encourage water efficient
appliances and fixtures.

Climate Variability &
Water Supply Resilience

By 2030, increase our water system resiliency

to respond to more extreme events (measured

as a 10% increase in URI from the 2020 baseline
weighted average). By committing 8% of our total
capital investment to resiliency projects each year
and continuing to strengthen our workforce through
incident management training and emergency
preparedness, we will be able to increase our ability
to absorb and/or cope with an incident and return
to normal operations.

Water Use & Efficiency

By 2035, continue to meet customer needs while saving
15% in water delivered per customer compared to a
2015 baseline. We will achieve this target by expanding
best practices from existing conservation programs,
utilizing innovative technologies, and investing capital to
improve system performance. These actions will reduce
water loss and non-revenue water, minimize customer
rate impacts, and continuing to benefit from the ongoing
national trend of declining residential water use related
to fixtures and appliances.

>40%

REDUCTION IN
ABSOLUTE SCOPE 1

AND SCOPE 2 GHG
EMISSIONS BY
2025 FROM A
2007 BASELINE

10%

INCREASE IN OUR
WATER SYSTEM
RESILIENCY TO

RESPOND TO MORE
EXTREME EVENTS
BY 2030 FROM

THE 2020 BASELINE
WEIGHTED AVERAGE

15%

SAVINGS IN WATER

DELIVERED PER
CUSTOMER BY

2035 COMPARED

TO A 2015 BASELINE

COMPANY OVERVIEW

11



PERFORMANCE

HIGHLIGHTS

#15

HIGHEST RANKED UTILITY
ON BARRON'’S 2021 100 MOST
SUSTAINABLE COMPANIES

... )

12.7%

OVERALL BOARD DIVERSITY,
INCLUDES FEMALE, VETERAN AND
RACIALLY DIVERSE DIRECTORS!!

27%

BETTER THAN INDUSTRY
AVERAGE PIPE RENEWAL
RATE (135-YEAR CYCLE)?!

67%

REDUCTION IN WORKPLACE
INJURIES SINCE 20152

. Y (... Y (-

1 As of March 2021
2 As of December 2020

(... Y (.. Y(C___ Y (...

59%

MINORITY, FEMALE, VETERAN OR
DISABLED CANDIDATES TRANSFERED
OR PROMOTED IN 2020

$10.3-10.5B

IN CAPITAL INVESTMENTS
FROM 2021-2025

~36%

LOWERED GHG EMISSIONS
THROUGH DECEMBER 31, 2020
SINCE OUR BASE YEAR OF 2007

100%

TOP SCORING COMPANY ON THE
DISABILITY EQUALITY INDEX FOR THE
THIRD CONSECUTIVE YEAR IN 2021

COMPANY OVERVIEW
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United Nations Sustainable Development Goals

Our business most aligns with the following UN Sustainable Development Goals (UNSDGs) and their interactions with
our material topics. Please refer to listed sections to read more about our approach and performance for these topics.

UNSDG American Water Material Topics

UNSDG 4
Good Education

Local Communities

UNSDG 6
Clean Water & Sanitation

Policy Influence
Local Communities

Water Quality & Emerging Contaminants

Water Infrastructure

Water Supply Resilience

UNSDG 9
Industry, Innovation & Infrastructure

Policy Influence

Water Infrastructure

Climate Variability
Water Supply Resilience

Water Use & Efficiency

UNSDG 11
Sustainable Cities

Water Infrastructure

Climate Variability
Water Supply Resilience

UNSDG 13
Climate Action

CONTENTS

COMPANY OVERVIEW
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Addressing COVID-19

The emergence of the COVID-19 public health emergency

in early 2020 presented significant challenges to our
employees, customers and communities. From the
earliest days, we established clear priorities across
the organization focused on three areas:

m The care and safety of our employees and
their families;

m The safety of our customers and the communities
we serve; and

m The execution of preparedness plans to help
us continue to provide essential services to
communities during any public health emergency.

Throughout the COVID-19 public health emergency, we
have remained committed to the health, wellbeing and
safety of our employees and their families. Our focus
on safety as a core value and strategy has guided

our decision-making. We closely follow updates from
federal, state and local agencies alignhing the most
current information with our procedures in place to
safely continue to deliver safe, clean, reliable water
service. We communicate updates and safety best
practices regularly to employees using virtual meetings,
emails and podcasts. We also make all COVID-19
related resources available to our employees online
via the company intranet.

Employee Impact

403-6

American Water leadership took prompt action in March
of 2020 and continues to prioritize the safety of our
workforce, announcing a commitment to avoid layoffs

of any employees due to the COVID-19 public health
emergency. We issued a remote work directive for
employees who were able to conduct their work virtually,
instituted a robust set of COVID-19 Safety Protocols
and incorporated them into our standard work practices.
Our robust digital infrastructure was a key factor in

our seamless transition to a remote work environment.

DOWNLOADS

COVID-19 Response 2020 Community Impact Report \_L

Our Enterprise Crisis Response Team (ECRT)
implemented the Daily Health Screening program

for all employees. The program requires employees
to complete a daily health self-assessment form to
determine whether they can perform their work safely,
and provides contact tracing carried out by trained
personnel for employees when necessary. Using these
contact tracing procedures, we can quickly identify
and make appropriate determinations for illnesses,
exposures and other circumstances, based on our
COVID-19 quarantine and return-to-work protocols.

Our COVID-19 Safety Protocols include a strong focus on
safety for our field personnel. These resources provide
our employees with robust guidance on a variety of safe
work procedures, including:

= Home and business entry procedures;

m  Proper use of personal protective equipment (PPE),
including face coverings;

m  Proper use of cleaners/sanitizers to disinfect work
equipment and surfaces;

m  Contractor COVID-19 safety protocols; and

m Visitor guidance for vendors & service personnel.
Additionally, we implemented numerous measures to
help our on-site employees continue their essential
work in a safe manner, including:

m Face coverings;

m  Temperature checks;

m  Social distancing and frequent disinfection of work
tools and surfaces; and

= One person per vehicle for work-related travel.

COMPANY OVERVIEW
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All employees must adhere to our COVID-19 Safety
Protocols while working in the field or at an American
Water location. Additionally, we require all employees,
office contractors and temporary workers to complete
a mandatory online training on our COVID-19

Safety Protocols.

Through the swift and efficient introduction and
incorporation of COVID-19 protocols, American Water

has remained a safe work environment for our employees
and the communities we serve. American Water will
continue to evaluate and update our required safety
measures to align with public health guidance. We

are proud to report that none of our 7,000 employees
contracted COVID-19 while on the job in 2020 and
through this report’s publication date in 2021.

COVID-19 Related Benefits

To help our employees cope with the ongoing effects,
American Water implemented a COVID-19 Emergency
Leave Policy, which remained in effect through the end
of 2020. As part of our ongoing response, our COVID-19
Safety Protocols will remain in effect to help provide

for the continued health and wellbeing of our employees
and their families. American Water also offers many
resources to support the emotional wellbeing of our
employees and their families as they cope with the
associated challenges of COVID-19, which are discussed
in the Occupational Health & Safety and Talent Attraction,

Engagement & Retention sections of this report. We also
provided our employees with temporary COVID-19 related
benefits including:

= Up to five days of job-protected emergency leave,
and an additional six weeks of unpaid leave to cover
childcare related situations where an employee was
unable to report to work;!!

= Up to two weeks paid leave for employees who:
m Tested positive for COVID-19;

m  Must quarantine due to a potential COVID-19
exposure and could not perform their work
remotely; or

m  Must care for an immediate family member sick
with COVID-19.

1 Effective August 1, 2020 through December 31, 2020

100% coverage for CDC-approved lab studies or
tests for COVID-19;

Waived deductibles and co-insurance for outpatient
services associated with the diagnosis and/or
treatment of COVID-19;?

Waived fee for COVID-19-related claims for Horizon
CareOnline telemedicine visits;®

Waived charges for home delivery of prescription
medication from CVS Pharmacy locations;

Flu shot vouchers for a free flu shot at any
CVS retail pharmacy;

Bright Horizons Back-Up Care for child and
adult/elder care and additional family support;

Face coverings and thermometer strips mailed
to all employees;

American Water Employee Crisis Fund;

Partnership with TRIAD health center to provide
access to a Chief Medical Officer to provide guidance
and advice;

Free virtual fitness classes to all employees through
our partnership with Platoon Fitness; and

Carebridge EAR

2 Ended July 1, 2021 due to improving health conditions

COMPANY OVERVIEW
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Customer Impact

From the onset of the COVID-19 public health emergency
in the U.S., we provided our customers with information
about the safety of their drinking water. We followed
Environmental Protection Agency (EPA), Centers for
Disease Control and Prevention (CDC) and World Health
Organization (WHO) guidance for COVID-19 to educate
and inform our customers that their water was unaffected
by the virus. Evidence demonstrates that the risk to
water supplies from COVID-19 is minimal, and customers
can use and drink their water as usual. Our standard
operations, including multi-tiered treatment barriers

like water filtration and disinfection, provided protection
against the virus. We also adapted our water quality
sampling locations and processes to take the necessary
precautions to protect our customers and communities.

We continue to prioritize safety and enhance our
service quality to provide an exceptional experience
to our customers. Despite much of our workforce
working remotely, we continue to make needed
infrastructure investments and operational efficiency
improvements to keep customer bills affordable

and further improve the customer experience.

We also recognize the importance of affordable customer
bills to promoting handwashing and other public health
sanitation practices during the COVID-19 public health
emergency. In 2020, American Water led the industry in
announcing accommodations to support our customers
during COVID-19. Our utility subsidiaries updated their
websites to direct customers to available COVID-19
resources. We also implemented the following

temporary measures:

= Reconnected customers that were previously shut
off for non-payment;

m  Suspended shut-offs for non-payment;

m  Suspended collection efforts;

= Waived reconnection fees;

m  Suspended late payment fees;

m Created greater flexibility with budget billing plans;

m Expanded deferred payment arrangements to
provide greater flexibility and more time to pay
past due balances; and

= Added benefits through our Help to Others (H,0)
grant program.

Community Impact

During the COVID-19 public health emergency, the
American Water Charitable Foundation (AWCF) and
American Water made a $100,000 donation to Feeding
America. We also launched a COVID-19 Response Fund
that resulted in $305,000 awarded to 84 public charities.
Many states also contributed to the H,O Help to Others™
program to help relieve customer challenges resulting
from COVID-19. Read more about this program in Water
Access & Affordability.

COMPANY OVERVIEW
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Corporate Governance

& Business Ethics

Corporate Governance

We maintain strong governance practices that support
our strategic direction, inclusive and diverse workplace
and strong ethical reputation. For us, effective corporate
governance means:

= Having a high quality, diverse Board of Directors who
reflect our customers;

= Implementing policies and procedures that promote
governance quality, operating in stakeholders’ best
interest and engaging stakeholders;

= Promoting the integrity of governing bodies, such as
independence of the Board Chair;

m  Helping ensure clear lines of accountability for
material environmental and social topics, including
Board engagement on sustainability topics; and

m  Demonstrating transparency and accountability to
stakeholders through public disclosures.

Governance Structure
102-18

Our corporate governance structure helps provide
accountability and integrity across the organization. Our

Board of Directors has the following standing committees:

m  Audit, Finance and Risk

m  Executive Development and Compensation

= Nominating/Corporate Governance

m  Safety, Environmental, Technology & Operations!!!
Each standing committee operates under a written

charter, reviewed annually and approved by the Board of
Directors. They are available in the Downloads section.

L Includes cybersecurity governance.

DOWNLOADS

Board of Directors” Committee Charters \_L
Nominating/Corporate Govermance Comitee Charter <
ExeCUtIVEDevelopmem and ....................................... \_L .

Compensation Committee Charter

Safety, Environmental, Technology \L
and Operations Committee Charter -

Board of Directors \_L
Corporate G Over na nce G u| delmes ................................ \_L .
COde OfEt hlcs ....................................................... \_L .
Partnersandsupp“ers ............................................. \_L .
Supp“er COde of Conduct .......................................... \_L .
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https://ir.amwater.com/governance/board-of-directors/default.aspx
https://ir.amwater.com/governance/governance-documents/default.aspx
https://ir.amwater.com/governance/governance-documents/default.aspx
https://s26.q4cdn.com/750150140/files/doc_downloads/governance/2021.04.28_CHARTER_Nominating_Corporate-Governance-Committee-Charter_FINAL.pdf
https://s26.q4cdn.com/750150140/files/doc_downloads/governance/2021.04.28_CHARTER_Nominating_Corporate-Governance-Committee-Charter_FINAL.pdf
https://s26.q4cdn.com/750150140/files/doc_downloads/governance/2021/EDCC-Committee-Charter-07282021.pdf
https://s26.q4cdn.com/750150140/files/doc_downloads/governance/2021/EDCC-Committee-Charter-07282021.pdf
https://s26.q4cdn.com/750150140/files/doc_downloads/governance/2021/EDCC-Committee-Charter-07282021.pdf
https://s26.q4cdn.com/750150140/files/doc_downloads/governance/2021.04.28_CHARTER_Audit-Finance-and-Risk-Committee_FINAL.pdf
https://s26.q4cdn.com/750150140/files/doc_downloads/governance/2021.04.28_CHARTER_Audit-Finance-and-Risk-Committee_FINAL.pdf
https://s26.q4cdn.com/750150140/files/doc_downloads/governance/Safety-Environmental-Technology-and-Operations-Committee-Charter.pdf
https://s26.q4cdn.com/750150140/files/doc_downloads/governance/Safety-Environmental-Technology-and-Operations-Committee-Charter.pdf
https://s26.q4cdn.com/750150140/files/doc_downloads/governance/Safety-Environmental-Technology-and-Operations-Committee-Charter.pdf
https://ir.amwater.com/governance/board-of-directors/default.aspx
https://ir.amwater.com/governance/board-of-directors/default.aspx
https://s26.q4cdn.com/750150140/files/doc_downloads/governance/2020.04.29_Corporate-Governance-Guidelines_FINAL.pdf
https://s26.q4cdn.com/750150140/files/doc_downloads/governance/2020.04.29_Corporate-Governance-Guidelines_FINAL.pdf
https://s26.q4cdn.com/750150140/files/doc_downloads/governance/American_Water_Code_of_Ethics_12_10_2020.pdf
https://s26.q4cdn.com/750150140/files/doc_downloads/governance/American_Water_Code_of_Ethics_12_10_2020.pdf
https://www.amwater.com/corp/partners-suppliers/
https://www.amwater.com/corp/partners-suppliers/
https://www.amwater.com/corp/resources/PDF/partners-suppliers/Code-of-Ethics.pdf
https://www.amwater.com/corp/resources/PDF/partners-suppliers/Code-of-Ethics.pdf

FINANCIAL
SERVICES AND
CAPITAL MARKETS

MILITARY

OUR BOARD’S
EXPERTISE

AND SKILLS

GLOBAL
OPERATIONS

& (@)

000

an

PUBLIC COMPANY
CEO AND BOARD
MEMBERSHIP

CYBERSECURITY

Board Diversity
405-1, EEI 7.2, EEI 7.2.1, EEI 7.2.2

The diversity of our Board of Directors reflects our belief
that our directors should bring a variety of experience,
knowledge, abilities and backgrounds to our company.
Having this variety at the highest levels of our organization
helps our company better align our long-term strategy
with the needs of the diverse communities we serve.

We have a longstanding commitment to gender diversity
and equality at both the Board level and throughout

our company. Our continued inclusion on the Bloomberg
Gender-Equality Index and commitment to Paradigm for
Parity demonstrates this commitment in action. Our Board
of Directors represents gender, racial and experiential
diversity. As of March 2021, five of 11 directors (45.5%)
voluntarily self-identify as female; two of 11 directors
(18.2%) voluntarily self-identify as racially diverse; and
two (18.2%) are military veterans. Additionally, as of
March 2021, American Water’s Board is 54.5% racially
and gender diverse, and with the inclusion of military
veteran status, the Board’s overall diversity is 72.7%.

ESG Governance
102-12

We regularly discuss American Water’'s ESG strategy and
performance with our Board. Our Nominating/Corporate
Governance Committee takes a leadership role in shaping
our corporate governance, while our Safety, Environmental,
Technology and Operations Committee oversees and
reviews our operations across a number of areas including
employee and public safety, environmental policies and
practices, technology policy, strategy and governance

and operational performance and risks. The Safety,
Environmental, Technology and Operations Committee
assists the Board in the oversight and review of:

= Employee and public safety;

=  Environmental policies and practices,
including without limitation, water quality
and emerging contaminants;

= Technology policy, strategy and governance,
including physical and cybersecurity matters
related to our operations; and

m Certain operational performance and risk matters.

In addition to the Safety, Environmental, Technology and
Operations Committee, the Executive Development and
Compensation Committee of the Board oversees social
matters including inclusion and diversity, including topics
such as pay equity.

To demonstrate our commitment to ESG governance

and transparency, we report through the GRI, SASB

and EEI frameworks. In addition, we reference the TCFD
recommendations, providing information and data related
to our approach to managing climate risk across the
enterprise. We also take into consideration the UNSDGs,
and we submit responses to the S&P Global Corporate
Sustainability Assessment (CSA) and CDP Climate Change
annually. To better understand and communicate our
climate related risks and opportunities to stakeholders,
we respond to the CDP Climate Change questionnaire
annually. Additionally, we have voluntarily aligned with
National Institute of Standards and Technology (NIST)
standards since 2014, demonstrating our commitment
to protecting critical infrastructure.
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Business Ethics
102-16, 102-17, 403-7

At American Water, the way we execute our strategies

is just as important as achieving our goals. Our Code of
Ethics, most recently updated in 2020, forms the basis
of American Water’s culture of integrity. All employees are
responsible for knowing and complying with the policies,
practices and laws that apply to the work they do and
the decisions they make. Our Code of Ethics also serves
as a guide to ethical decision-making at American Water,
and it addresses the following areas:

= Avoiding conflicts of interest;

m  Anti-trust and fair competition;

= Anti-corruption and anti-bribery;

= Handling sensitive information and
intellectual property;

= Use of company assets;

= Maintaining accurate financial and business records;
m  Government relations;

= Equal employment opportunity;

= Respect and dignity in the workplace;

m  Preventing discrimination, harassment and bullying;
= American Water’s policy against retaliation;

m Health and safety; and

= Environmental leadership.

Compliance with our Code of Ethics is a condition

of employment at American Water. All employees,
temporary employees and Board of Directors must

read and understand our Code. Everyone is responsible
for reporting actual or suspected violations of our Code,
company policies or law.

To report potential violations, American Water has an
independent, secure and confidential Ethics Helpline
that is available to employees and external stakeholders,
including suppliers and customers. The Ethics Helpline
is available 24 hours a day, 7 days a week by phone

or internet.

If employees have questions about whether behavior
or a situation they face is consistent with our Code,
they are encouraged to seek guidance or raise
concerns by contacting;:

m  Their manager;

m  Skip level manager;

m  Local Human Resources (HR) Business Partner;
m  Compliance and Ethics Department;

m Legal Department;

m  Security; and/or

= The Ethics Helpline.

COMPANY OVERVIEW
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Compliance

To help employees understand our expectations, we
require employees to participate in annual training on
the Code of Ethics. Within the Code of Ethics training,
employees review scenarios from real-life events and
incidents. Every employee is given time to complete
the training by his or her local manager. In addition, the
Compliance and Ethics team provides targeted training
throughout the year to certain employee groups based
on specific events that arise in the business. Employees
eligible for the Annual Performance Plan bonus cannot
receive their payout unless they have completed the
Code of Ethics training.

The Chief Compliance Officer oversees the response

to all calls made to the Ethics Helpline, as well as all
ethics issues reported through different channels. When
appropriate, the Chief Compliance Officer escalates a
case to the Compliance and Ethics Committee (comprised
of the Executive Leadership Team) and/or the Board’s
Audit, Finance and Risk Committee. The Chief Compliance
Officer reports through a matrixed hierarchy to the head
of the Board’s Audit, Finance and Risk Committee to
further provide independence.

We design our policies and practices to combat
corruption and anti-competitive behavior, promote
transparency and safeguard integrity in all our activities.
In January 2021, we implemented a new Anti-Corruption
& Anti-Bribery Policy to reinforce our commitment to
working ethically and maintaining the highest level

of integrity throughout our business.

We hold our business partners to the same standards
of integrity to which we hold ourselves. An unethical or
illegal act by one of our business partners may harm
American Water’s reputation and negatively affect the
communities we serve. We seek to establish strong
partnerships with U.S. based companies, to source
products made in the U.S. and to further our investment
in our communities by working with diverse suppliers

in the areas we serve. We abide by our “Buy U.S.”
practice, which requires U.S. based procurement for
federal or state-funded projects. In 2020, we established
a separate Supplier Code of Conduct to govern these
relationships, focusing on ethical business conduct,
health and safety, environmental standards, human
rights and fair treatment and management procedures,
by which we expect all suppliers to abide.

Cyber & Digital Security

Technology solutions are vital to reliable and resilient
water systems, and for that reason, cybersecurity
remains core to our vision of resiliency and sustainability.
As we continue to implement intelligent water and
wastewater systems, we are also designing and
integrating industry-leading cyber controls into all
aspects of our technology. Governed by our Safety,
Environmental, Technology and Operations Committee,
American Water implements these controls to protect
our existing systems and enable the implementation

of secure innovation. Our mission is to enhance the
customer experience while safeguarding the integrity

of company information and systems. Our cybersecurity
program is consistent with industry best practices,
including NIST Cybersecurity Framework and American
Water Works Association (AWWA) Process Control
System Security Guidance for the Water Sector.
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Policies

American Water values the safety and security of our
customers, employees, contractors and shareholders.

In support of this, we maintain robust policies that
govern our management of cyber and physical security
across our operations. Our Cyber and Information
Security Policy provides requirements for the secure

use and management of all information resources and
technology systems within the company. Our Sensitive
Information Security Policy sets forth our standards and
security requirements regarding sensitive information
handled by the company, including personally identifiable
information of American Water employees, customers
and contractors. Our Physical Security and Preparedness
Policy establishes the framework and standards by
which we protect company facilities and assets and
respond to incidents and emergencies. We reviewed

and updated these policies in 2020 as part of our
focus on continuous improvement.

Training & Exercises

We provide awareness training for physical and cyber
risks, incident response and emergency preparedness.
This training reinforces the shared responsibility for
security with all employees, contractors and visitors,
and supports a safe and secure work environment.

Although we work hard to prevent incidents from
happening, we must also prepare for them. Practice
exercises are a powerful way to bring solid planning
and years of experience to bear on the new and diverse
challenges we face. We host internal preparedness
exercises across our business annually, while also
participating in external regional and national level
exercises with state and federal partners. These
activities enhance and strengthen our readiness

and often identify opportunities for improvements.

We maintain a business continuity framework across
the company, bringing functional and operational teams
together for the purpose of reducing risk and enhancing
resiliency. As part of the framework, we adopted the
nationally recognized National Incident Management
System (NIMS), which enables unified emergency
response and close, effective coordination with emergency
management in the communities we serve. We also
participate in the Water/Wastewater Agency Response
Networks (WARN) by responding to emergencies
(delivering water, loaning equipment, etc.) or receiving
aid from other water purveyors in case of emergencies.

Partnerships & Leadership

Demonstrating external leadership and fostering effective
partnerships is key to our internal success and to
making improvements to security and resiliency across
the water and wastewater sector. We partner with
environmental organizations, public service commissions,
state fusion centers, The Department of Homeland
Security and Federal Bureau of Investigation to share
information and promote security best practices.

We take a leadership role in advancing security and
resiliency of the water and wastewater sector through
participation in key working groups. We currently Chair
the Water Sector Coordinating Council, a public-private
partnership in which we collaborate with other utilities
and the EPA to plan and implement sector-specific
programs, policies and activities.
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Materiality Assessment Process

102-46

In 2019, we completed a thorough materiality assessment aligned with the GRI framework. A third party led the multi-step
process, consisting of (1) topic identification; (2) value chain impact mapping, stakeholder engagement and written
source analysis for topic prioritization; and (3) executive leadership team validation. In addition to identifying the

topic boundaries through value chain impact mapping, the assessment gave us valuable feedback and helped us to
better understand the ESG topics most important to our stakeholders. Applying the materiality principle, we evaluated
the significance of American Water’'s economic, environmental and social impacts, as well as the influence of our
management and performance on stakeholders’ decisions. All ESG topics are important to our company; however,

we focused this report on those topics, shown below, that are most significant to our business and stakeholders.

Our Material Topics

Topic Legend
Stakeholders
Workforce
Customers

Infrastructure

L 2N 2N 2 2

Environment

Regulatory

Investors

American Water &
Board of Directors

Talent Attraction,
Labor/Management Development

: -
Relations & Retention® Busingss Ethics

Inclusion & Diversity Customer Experience

. Water Infrastructure .
Occupational

Health & Safety
Water Access & Affordability

Policy Influence ‘
Water Quality &

Technology &

Agencies & State

Utility Commissions

Emerging Contaminants

Customers &
Communities

Water & Wastewater
Collection, Treatment
& Discharge

Indirect Economic
Impacts?

Climate Variability

Innovation Local Communities?
Cybersecurity Water Use & Efficiency
Energy & Emissions
Water Supply Resilience ESG Advisory &
NGOs/Activists
Supply Chain Corporate
Management & Diversity Governance?

1 Also important to American Water
2 Also important to Regulatory Agencies & State Utility Commissions
3Also important to ESG Advisory & NGOs/Activists
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Our Stakeholders

102-40, 102-42, 102-43, 102-44

We regularly engage with our stakeholders to better
understand their concerns, needs and expectations for
American Water. Our stakeholders are vital to our business,
and their feedback informs our policies, practices and
programs across our organization. For this report, we
engaged internally with subject matter experts to highlight
the importance, management approach and performance
of our priority topics. Our materiality assessment helped
identify other stakeholders that affect our business and

groups that our business has an impact on.

Stakeholder

Engagement Mechanism

This table summarizes the type and frequency of our
stakeholder engagement, as well as the key topics
that are most important to each stakeholder group.

Please see the Policy Influence, Customer Experience,
Local Communities and Talent Attraction, Engagement

& Retention sections in this report for further detail
about how we engage with specific stakeholder groups.

Engagement

ity Topics

Communities

Community surveys, volunteering,
open houses/plant tours/
community events

Frequency

Monthly

Water Infrastructure, Water Use
& Efficiency, Local Communities
(Indirect Economic Impacts)

Credit rating
agencies

Energy & Emissions,
Occupational Health & Safety

Customer service orders, bills,
emails/texts/social media/calls,
website/portal, online communities,
focus groups, surveys

Customer Experience,
Water Use & Efficiency

Employee engagement survey, and
quarterly pulse surveys town hall

meetings, podcasts, intranet, labor
management conference, job fairs

Talent Attraction,
Engagement & Retention

Water Infrastructure,
Policy Infrastructure

Conferences, regular
meetings, earnings calls
& investor presentations

Policy Influence, Water Quality
& Emerging Contaminants,
Corporate Governance

Conferences, meetings,
regulatory associations

Water Quality & Emerging
Contaminants, Water Infrastructure

Select supplier audits,
supplier conferences

Labor management meetings,
National Labor Management Council,
Joint Health Care Committee,

labor management conference

Occupational Health
& Safety, Talent Attraction,
Engagement & Retention

Non-governmental
organizations (NGOs)

Meetings, conferences

Monthly

Policy Influence,
Water Infrastructure,
Energy & Emissions

CONTENTS
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Industry Association
Memberships

102-13

We belong to many industry organizations at the
local, state and national level, including the following
national organizations:

= African American Mayors Association

= American Water Works Association (AWWA)

m  BlueGreen Alliance

= Community Leaders of America

m  Democratic Municipal Officials

m Edison Electric Institute (EEI)

CONTENTS

= National Utilities Diversity Council
= The National Association of Water Companies (NAWC)
m U.S. Conference of Mayors Water Council

= U.S. Water Alliance (including the Value of
Water Campaign)

m  Water Environment & Reuse Foundation

=  Water Innovations Alliance Foundation

We are also active members and partners of
organizations local to the communities and states we
serve. When needed, we work with these organizations

to develop formal engagement and communications

plans for external groups, including customers, regulators,
NGOs and state environmental commissions.
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Policy Influence

WHY IT MATTERS Our Political Contribution Policy, most recently updated

in 2020, requires that our Board of Directors have direct

1ot oversight of our political contributions, and that we

Our primary goal as a regulated utility is to support publicly disclose our contributions annually.

laws and policies that enhance our ability to provide

safe, affordable and high-quality water and wastewater In early 2021, American Water adopted an Anti-Corruption
services to our customers. We engage with every level & Anti-Bribery Policy, underscoring our commitment to

of government to voice our support for effective policy engaging with government officials in compliance with
and provide support that aligns with our business values. applicable anti-corruption laws and regulations in the

We also participate in several non-partisan partnerships areas where we operate. In 2021, we will also implement
to advocate for effective environmental, health and safety anti-corruption training as we continue to keep the

and water quality standards and regulations at the local, highest standards of integrity front of mind.

state and federal level.

DOWNLOADS
We see ourselves as a key stakeholder for policy
decisions that affect the water and wastewater utility Political Contribution Policy \_L
InduStl’y. Our thought |eadersh|p Can help Inform the ............................................................................. .
decisions of regulators or politicians and prevent Political Contributions N

ineffective or costly regulation that has little benefit to
our customers and communities. Our policy influence
may also provide communities with more options

to address challenges like water scarcity or water
affordability and access. We will continue working

with regulators and other stakeholders to support
responsible policies that enhance our ability to provide
our customers with water and wastewater solutions
and align with our business.

OUR APPROACH

103-2

Policies

Our Code of Ethics governs our interactions with
government officials and regulators, including lobbying,
political contributions and anti-bribery and anti-corruption
policies. We require our employees to complete an
annual training on our Code of Ethics. Our Board of
Directors must approve any updates or changes to our
Code of Ethics. For more details on our Code of Ethics,
please read the Business Ethics section of this report.
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https://www.amwater.com/corp/resources/PDF/about-us/political_contribution_policy.pdf
https://www.amwater.com/corp/resources/PDF/about-us/political_contribution_policy.pdf
https://www.amwater.com/corp/about-us/ethics-responsibility/political-contributions/
https://www.amwater.com/corp/about-us/ethics-responsibility/political-contributions/

Governance

The Board of Directors delegates oversight of policy
activities and political contributions to two of our Board
committees. Our Nominating/Corporate Governance
Committee establishes the policies and procedures
for Board oversight of public policy activities, while

our Safety, Environmental, Technology and Operations
Committee reviews any policies and practices that are
significant to environmental and business operations

and objectives, which may include public policy activities.

Our Senior Vice President of Communications and
External Affairs supervises the regulatory relationships
and engagements across our entire business and works
with the Presidents of our state utilities to oversee
policies and external affairs.

Collaboration & Engagement

As a thought-leader in water research, we work closely
with the EPA, CDC, state Departments of Environmental
Protection, regulatory agencies and other organizations to
collaborate on research that informs effective standards
and regulations for our industry. We focus primarily on
policies relevant to water quality, infrastructure, health
and safety and environmental stewardship.

We strive to maintain consistent and meaningful
engagement with industry associations and regulators.
Through our involvement in such organizations, we help
implement best practices, inform regulations and provide
safe and reliable water and wastewater services to our
customers. We collaborate with industry associations and
government agencies through panels, thought leadership,
research and other engagements to both share and build
our expertise on issues relevant to water and our industry.
We will continue to share and discuss best practices
throughout the water and wastewater industry.

We focus our efforts on opportunities to support
solutions to water and wastewater challenges for our
industry, customers and communities, such as water
affordability and infrastructure safety and resilience.
We tailor our engagement strategy depending on

the geographic location, operational challenges and
regulatory landscape of each state where we operate.

American Water engages directly with policymakers

in a variety of ways, including legislative sessions,
educational meetings, conferences and political action
committee (PAC) events. In 2020, American Water shifted
our engagement to a virtual format to support the health
and safety of our employees and stakeholders. It is our
hope that our efforts to engage on water policies will
continue to benefit our business, our customers and

our communities.

We will continue working with
regulators and other stakeholders
to support responsible policies
that enhance our ability to meet
the needs of our customers

and communities and align

with our business.
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Legislative Updates

In 2019 and 2020, we supported the following legislation at the federal and state level for the states in which we operate.

State Legislative Updates

Indiana

HEA 1406: Water Infrastructure Funding.
SEA 4: Strengthening Indiana’s Water Commitment.

SEA 472: Offered Utility Statute.

HEA1131: Establishes an appraisal process for non-municipal utilities to establish fair value.

SEA 254: Authorizes recovery without full rate case for service enhancements for health, safety
or environmental concerns for aboveground infrastructure. Exempts relocation from distribution

system improvement charge recovery caps.

HEA 1287: Creates a mechanism that reduces the required upfront cost to new customers for a

water or wastewater utility to extend service to underserved areas.

HEA 349: Establishes a tax rider for water and wastewater utilities based upon a change in state
or federal income tax law, allowing the utility to appropriately plan the filing of rate cases.

HR2452: Gives the lowa Utilities Board 180 days to approve acquisitions. Allows systems to qualify

as a distressed system when they do not have a certified operator.

House Bill 465: Allows for acquisition price above net book value when certain criteria is met and

establishes a timeline of 60 to 150 days for PSC decision.

House Bill 2120: Requires most small community water utilities to establish a cybersecurity plan
and valve and hydrant inspection program with reporting to the Department of Natural Resources

certifying compliance with these provisions upon request.

Act 53 of 2019: Allows water and wastewater utilities responsible for funding the income taxes
on taxable contributions and advances to record the income taxes paid in accumulated deferred

income taxes for accounting and ratemaking purposes.

Act 120 of 2018: Allows for the inclusion of customer-owned Lead Service Line Replacement in rate

base and was included in most recent rate case.

HB117: Allows qualified low-income customers to apply for a 20% discount on their wastewater bill.

Federal

SB551: Allows for expanded asset valuation, combined water and wastewater ratemaking and the
expansion of how municipalities can utilize proceeds from the sale of a water or wastewater system.

SB739: Allows the Public Service Commission of West Virginia to force utility management changes
up to and including an acquisition of a distressed or failing water or wastewater system.

American Rescue Plan of 2021: $500 million for grants to State and Indian Tribes to assist
low-income households that pay a high proportion of household income for drinking water
and wastewater services, by providing funds to owners or operators of public water systems

or treatment works to reduce arrearages and rates.

Relief Bill of 2020: Includes $638 million for the low-income water assistance program and

$2.8 billion for Clean Water and Drinking Water State Revolving Fund.

CONTENTS
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HIGHLIGHT STORY

COVID-19 Relief Package

In late 2020, the federal government signed into law a COVID-19 relief package granting COVID-19 aid across the U.S.
The appropriation included $638 million for the low-income water assistance program and a combined $2.77 billion for
the Clean Water and Drinking Water State Revolving Funds. The bill also includes $65 million for the Water Infrastructure
Finance Act program, a $5 million increase from FY2020. American Water supports this legislation, which has the
potential to expand the low-income water assistance program and investments in water infrastructure.

Political Contributions

American Water is firmly committed to participating
responsibly in the political process. Guided by our Political
Contribution Policy, we make all political contributions
through a non-partisan process that is consistent with

all applicable laws and reporting requirements.

While our employees have the opportunity to make
political contributions on an individual basis, all political
contributions from our organizations must be made only
by the American Water Works Company, Inc. Employee
Federal PAC (the “Employee Federal PAC”), or through a
subsidiary or line-of-business PAC (a “Subsidiary PAC”).
The political contributions of our employees, including
those made to PACs, are not subject to this policy.

OUR PERFORMANCE

103-3, 4151

Metric

Direct political contributions made
by an American Water entity

Political contributions made by the employee
federal PAC or a subsidiary PAC

Third-party payments to trade associations
and tax-exempt organizations!)

In January 2021, the Employee Federal PAC paused all
contributions after the events of January 6, 2021. The
Employee Federal PAC Board lifted the temporary pause
after reviewing its contribution guidelines on April 30,
2021. This decision will help ensure that the company
continues to have a voice in policy discussions that
impact its business, employees and customers.

Our Political Contribution Policy requires that we

publicly disclose certain political contributions and other
payments made to tax-exempt organizations and trade
associations exceeding $50,000 within 180 days of

the end of our fiscal year. We published our most recent
annual disclosure on our website in May 2021.

2018 2019 2020

$54,300 $78,000 $53,000
e $ 366040 ................. $ 420505 ................. $412025 .
s $2Y161,399 .............. $2y307, 106 .............. $2Y157, 518 .

! Third-party payments to a tax-exempt organization or trade association during a fiscal year where the aggregate amount of all payments made by
the company or any subsidiary exceeds $50,000 in that fiscal year, and the third party informs the company in writing that a portion of any such
payment was used for lobbying expenditures or political contributions that are considered non-deductible under the Internal Revenue Code of 1986.

CONTENTS
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Local Communities

WHY IT MATTERS OUR APPROACH

1031 1032, 4131, 413-2

We are proud to provide meaningful support to We want every community we serve to be better and
the communities we serve. As a national water and stronger because we are there. We locate our offices
wastewater utility company with a local presence, alongside our operations to maximize our local presence
we believe that helping our communities thrive is a and impact. With community support in mind, we
business imperative. We engage regularly with our relocated our headquarters in 2018 to Camden, NJ, a
customers to better understand how we can meet their city that American Water has provided water service to
needs through strong partnerships, communications since the 1880s. From our new headquarters, we can
and collaborations. We are committed to our mission continue to provide support, form new partnerships
and remain true to our values by providing opportunities and expand existing ones that improve our community.

for local employment, financial support, volunteerism
and other forms of support. We want our community
contributions to be impactful, demonstrate who we are
and what we stand for and support our successful
business relationships with those we serve.
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We build trust and support in the communities we
serve through open and consistent communication
about the services we provide. We want our customers
to understand the efforts that we make to not only
provide high-quality water and wastewater services,
but also to prioritize the safety and wellbeing of our
communities. For more information, please refer to
Customer Experience and Water Access & Affordability.

We focus on in-kind and financial efforts to support

and uplift the communities we serve. The AWCF drives
this effort by supporting the charitable endeavors of our
employees through financial donations and employee
volunteerism. We also engage with our local communities
through educational campaigns and volunteerism at local
schools to help build our talent pipeline and encourage
careers in water.

We provide multiple channels through which community
members and customers can reach us to voice concerns
or ask questions, including a customer portal, social media,
town hall meetings, community meetings and events.

CONTENTS

We also encourage our local community members to
learn and better understand who we are and what we do
through plant tours, open houses, town hall meetings and
other events. Our surveys offer customers the opportunity
to ask questions and provide feedback about how we can
strengthen our community involvement and impacts.

Policies

In 2020, we updated the Communications & External
Affairs policy that guides internal and external
communications conducted by employees and
contractors on behalf of American Water. We recognize
that our communities all have different needs and
expectations for our business and their interactions
with us, so we leverage local practices and procedures
to guide our local engagements across our business.

Governance

Our Senior Vice President of Communications and
External Affairs leads our community engagement
practices and procedures. Across American Water’s
business footprint, including state utilities, our External
Affairs Directors and External Affairs Managers supervise
local interactions and work directly with our communities.
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HIGHLIGHT STORY

We Keep Water
Flowing Patch Program

In 2020, West Virginia American Water and Girl Scouts of
Black Diamond developed the “We Keep Water Flowing”
patch program. This program seeks to inspire Girl Scouts
to learn more about water in their communities, promote
water stewardship and explore careers in the water
industry. This is the first Girl Scout patch that focuses

on source water protection in West Virginia. While the
specific requirements to earn the patch vary by grade
level, all grades must complete the following activities

to earn their patch:

m Take a tour of a water treatment plant and learn
about the local drinking water supply, the water
treatment process and how water is delivered
to households.

m |dentify one or two women who work in the water
utility business and invite them to speak about
their career.

CONTENTS

Conduct research on the local water utility to learn
about the areas where the utility provides drinking
water service, the number of customers they serve,
the number of pipeline miles they have, the number
of fire hydrants they maintain and the amount of
water they pump per day.

Choose a lesson from the American Water Education
Toolkit, which contains 12 lessons that teaches young
people about the importance of water in their lives.
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American Water
Charitable Foundation

AWCF supports employees in their own charitable
endeavors, provides support for disaster relief efforts
and provides funding for initiatives related to clean water,
conservation, education and community sustainability.
Highlights of the AWCF include:

m Established in 2018, the American Water Employee
Crisis Fund provides confidential emergency financial
assistance to employees during times of need,
such as when affected by a natural disaster or
family emergency. The fund is administered by the
Community Foundation of New Jersey, funded by
AWCF and employee donations and has awarded
68 charitable grants in the last three years.

= In 2020, AWCF donated $1.7 million to support
programs and organizations important to our
employees and our communities, bringing our total
contribution to more than $7.2 million since 2012.

m  In 2020, as part of our Matching Gift Program,
we launched a Giving Back is Beautifully Different
campaign to inspire employees to support
organizations focused on racial justice, inclusion
and diversity. To kick off the campaign, AWCF
donated $10,000 to the Equal Justice Initiative.
Each employee also received $10 to their myGiving
account, with 10 employees receiving $1,000,
which they could redirect to an eligible charity of
their choice. Over 2,100 employees participated.
Read more about the campaign in the Inclusion
& Diversity section of this report.

m  The Keep Communities Flowing Grant Program
provides American Water businesses an opportunity
to sponsor and bring forth applicants for
consideration. We award grants up to $20,000 to
501(3c) public charities that align with American
Water’s core focus areas. In 2019 and 2020, we
awarded more than $300,000 to 23 projects in
10 states.

Since 2014, our Building Better Communities Grant
Program, in partnership with the National Recreation
and Park Association, has awarded $2.8 million

to 18 projects in 11 states. The program helps
American Water communities enhance or create
public park spaces. In 2019 and 2020, we awarded
four communities $250,000 each to help construct
water-inspired play areas.

In 2020, American Water and the AWCF announced a
$41 million partnership with the Jackie Joyner-Kersee
Foundation, in collaboration with The Story Family
Fund, to expand Ms. Joyner-Kersee’s Winning in Life®
program in five communities served by American
Water. The program focuses on bringing leadership
skills to at-risk youth in underserved communities

by teaching personal and social responsibility
through physical activity.
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HIGHLIGHT STORY

Keep Communities
Flowing Grant Program

We support our communities to enhance local
environmental and sustainability efforts through the
AWCF’s Keep Communities Flowing Grant Program.
The program was established in 2019 and since
inception has funding 23 projects totaling more than
$300,000 to enhance and support a broad range of
community led environmental efforts.

In 2020, AWCF provided over $153,000 in grants for
12 projects across eight states. Some examples of
these projects include:

m  New Jersey: Educating and engaging youth
through a robust water and environmental
program learning module;

m lllinois: Converting a seven-acre turf field
into a natural habitat featuring an interactive
demonstration about the drinking water cycle;

CONTENTS

lowa: Converting a 39-acre farm into wetlands
and prairie to improve floodwater storage capacity
for wildlife habitat near the Mississippi River;

Pennsylvania: Expanding access to the Understanding
the Urban Watershed cross-disciplinary curriculum
through the City of Philadelphia’s school district;

Tennessee: Constructing an outdoor classroom
for an elementary school that will also be open
to the community;

Virginia: Construction of raised garden beds,
hosting education programs and creating a bilingual
Public Service Announcement highlighting local litter
problems along the Occoquan River; and

West Virginia: Youth-focused water and soil testing
program for students to learn about the watershed
they live in at the New Gorge National River.
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Giving Back Is Beautifully
Different: By the Numbers

$4,390 Education and Youth

$4,640 Animal Welfare

$1.0,480 community Sustainability
$11,190 Food Banks and Meal Programs
515,970 Health and Human Services

$26,140 Civil Rights and Advocacy

Corporate Giving

In 2020, we held our first-ever virtual fundraising
campaigns for United Way and Water for People. Through
these workplace-giving campaigns, our employees can

support initiatives that promote access to clean water,
adequate health and education and financial stability for
communities globally. In addition to financial donations,
our employees participated in virtual fundraising events,
such as a 5K Turkey Trot, an online auction and virtual
BINGO and trivia games.

In 2019 and 2020, our annual United Way giving
campaigns raised approximately $750,000 for local
United Way organizations across the U.S. In the last

15 years, we have donated more than $7 million
nationwide to United Way initiatives. American Water
employees also raised more than $486,000, in 2019
and 2020, for Water for People, bringing our total
donations to more than $2.6 million in the last decade.

In addition to our employee’s charitable efforts,
the AWCF provides annual donations of $50,000
to both United Way and Water for People.
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Emp|oyee V0|unteerism In 2020, the 10th anniversary of AmerlCANSs in

Action!, we reimagined our Month of Service to keep
our employees and our communities safe during the
COVID-19 public health emergency. Employees and their
families participated in beach clean-ups, volunteered at
animal shelters and worked with local organizations to
keep the spirit of our Month of Service alive, even at a

We encourage our employees to give back to

the communities and causes they care about by
matching volunteer time and monetary donations

on a 1:1 basis for up to $1,000 per employee each
calendar year. Since 2015, the AWCF has matched
more than $490,000 for employee volunteer hours
and over $407,000 for employee monetary donations.

distance. The change to a virtual format meant that we
were unable to track our employees’ hours of service

in 2020, but we are proud of our employees for their
We also host our annual AmerlCANs in Action!

Month of Service every September. In 2019, over
1,100 American Water employees participated in
more than 90 different community volunteer projects
to provide a record-breaking 5,100 hours of service.

commitment to the communities in which they live and
serve while keeping themselves, their families and their
communities safe.

AWCF Matched Funds for Employees
103-3
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EMPLOYEE SPOTLIGHTS

Honoring Our First Responders

Our employees hold various roles outside of American Water. Many are parents or caregivers, active community

members and volunteers. Some of our employees are also first responders in their communities. Over the last two

years, first responders have worked on the frontlines of unprecedented extreme weather events and a global public
health emergency to keep others safe. We are grateful to our first responders everywhere for their work to protect
their communities. We proudly support and encourage employees to be active in their communities and serve in

a variety of capacities. Employees are the heart of American Water and their willingness to make a difference sets

our people and our company apart.

ILLINOIS AMERICAN WATER
Alex Hamilton

Alex Hamilton, a foreman and union
steward for lllinois American Water,
serves as the President of the San
Jose Fire Protection District and,

in 2020, celebrated his 15th

year of active duty.

NEW JERSEY AMERICAN WATER
Marc Sowden

Marc Sowden, Supervisor of Fleet
Operations at New Jersey American
Water, has also worked as a
volunteer EMT in Plainfield, NJ

for over 23 years.
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“Volunteering has a big impact on me because
my district covers 90 square miles of people

| know and interact with daily. I've been first
on the scene of many tragedies of friends and
family, but | have also transported patients

to give birth to a child. | am very fortunate

to be able to volunteer, and would encourage
anyone to get involved if possible. It's very
rewarding and much needed.”

“Being a first responder has allowed me to
become a strong leader. Similar to our work at
American Water, we had to find new ways to
perform our jobs effectively during COVID-19.”

STAKEHOLDER ENGAGEMENT



PENNSYLVANIA AMERICAN WATER
Wesley Jones

In addition to working as a line
location specialist for Pennsylvania
American Water, Wesley Jones is
the Assistant Borough Fire Chief
with the Taylor Fire & Rescue Co.
Wesley has been a volunteer first
responder for more than 36 years.

PENNSYLVANIA AMERICAN WATER
Joe Patrick

Joe Patrick has worked as a meter
technician at Pennsylvania American
Water for over 10 years, while also
volunteering as a firefighter for his
community for over 29 years.

WEST VIRGINIA AMERICAN WATER
John Trautwein

In addition to working for West
Virginia American Water as a utility
worker, John’s calling to service
his community led him to become
a firefighter at age 16.

WEST VIRGINIA AMERICAN WATER
Jason Young

Jason Young works as a field
operations supervisor at West
Virginia American Water and serves
as Chief Master Sergeant with

the West Virginia National Guard.

CONTENTS

“When you're a volunteer firefighter, itisa 24/7,
365 days a year commitment, and incidents
don’t stop just because you’re at work. Our
company has been great with letting me leave
for calls, and this is what allows volunteer fire
departments to stay in business and provide
the service they are expected to provide.”

“Being a first responder has taught me to

do things a lot more safely that | used to.

By seeing the situations that we deal with,

| understand the impact that seemingly small
actions can have, such as wearing a seatbelt.”

“Being a first responder has impacted my life in

a huge way. I've made a lot of good friends and
provided so many experiences. You learn to look
at life differently and never take it for granted.”

“The company is very understanding of the

commitment level that | have to have to be
effective in my job duties with the National
Guard. From day one, American Water asked
me what | needed to be successful in my
military job and told me that they would

pick up the roles and responsibilities when

| needed to be with the National Guard.”
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Occupational Health & Safety

WHY IT MATTERS

103-1

Safety is both a value and strategy at American Water.
Safety is more than just “the right thing to do”—we
know the health of our employees’ and contractors’ is
a leading indicator of our company’s health. We have
to get safety right before can get everything else right.

Our goal is zero injuries. In addition, we strive to foster
a work environment that promotes emotional safety, a
healthy lifestyle and being physically safe while at work
and home. Every day, our employees should return home
in the same or better condition as when they came to
work. We all benefit when everyone involved with our
organization is healthy and safe.

As a strategy, Occupational Health and Safety (OHS)
translates to better performance across our entire
organization. Healthy and injury-free employees power
American Water to perform well as a business, lower
our operating costs and increase employee morale.

Safety Strategy: Zero Incidents & Injuries

How
We Work

Employee
Ownership

Walk the Talk

Management/Leadership
Commitment

OUR APPROACH

103-2

We weave our safety strategy throughout the fabric of our
organization. Integral to this strategy is our commitment to
safety leadership, employee accountability and caring for
our people. Every meeting at American Water begins with
a safety message. By successfully working together and
caring for each other, we believe we can achieve excellent
health and safety performance and zero injuries.

In support of our commitment, we invested more than
100,000 hours in annual employee safety training in
2020. Throughout our organization, we engage in open
exchanges to explore new ways to further enhance
physical and emotional safety on the job. We encourage
employees to take the time they need to complete a task
safely and empower employees to stop working whenever
they think a task is unsafe.

In addition to our employees, we also expect suppliers to
provide products and services that comply with American
Water requirements regarding health and safety, while
meeting applicable laws and regulations. We expect
suppliers to perform operations in a safe manner under
healthy working conditions to prevent incidents, injuries
or illness. See Supplier Code of Conduct for more on
supplier safety.

OUR WORKFORCE
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Policies

Our Health and Safety Policy outlines the responsibilities
for implementing and managing effective programs to
support the safest possible working conditions for our
employees. This includes continual safety program
improvement, reduction of occupational injuries and
illnesses and compliance with regulations.

In April 2019, we established our ECRT to assist with
events that have the potential for significant injury,
death or impact to our operations, reputation, brand

or stakeholders. The ECRT comprises employees
representing our Communications, Health and Safety,
Legal, Operations, Risk Management, Security, Supply
Chain, Engineering and Environmental and Water Quality
teams. The team provides guidance and support in
adhering to our Incident and Event Management Practice,
which defines our proper incident management in
compliance with NIMS.

CONTENTS

Governance

We embed safety in everything we do. All American Water
employees must account for their own safety and the
safety of others through active engagement in safety.

We extend safety accountability to our contractors and
community partners as well.

Our Chief Operating Officer (COO) and Chief Operational
Excellence and Safety Officer provide leadership and
oversight for our OHS performance and culture. Our

Vice President of Safety Leadership and the rest of our
Executive Leadership Team execute our safety strategy

in an effort to achieve zero injuries. In addition, our

State Subsidiary and Business Unit Presidents and

Vice Presidents of Operations are accountable for safety
strategy implementation and day-to-day OHS management
in each state and business where we operate.

National Safety Council

Our National Safety Council reports to our Executive
Leadership Team and comprises employees across our
business representing our operations and functions,
including union-represented employees. The primary
responsibilities of the Safety Council are to evaluate
safety related events across the business and provide
recommendations for improvement. We address and
resolve the majority of safety concerns at the local level,
and we have many local safety committees across our
footprint. These committees support the National Safety
Council, raise concerns that require further evaluation
and complete proactive safety action items to improve
the local safety culture and work environment.

The Safety, Environmental,
Technology & Operations Committee

The Safety, Environmental, Technology and Operations
Committee provides us with Board-level oversight of OHS,
including significant policies, practices and performance
related to matters of health and safety for all stakeholder
groups. The committee meets on a quarterly basis and
monitors our safety strategy and risk management,
leading and lagging safety metric performance, potential
significant injuries or near misses, compliance with
safety regulations and our safety culture. As part of this
process, the Committee meets directly with frontline
managers and employees to talk about their personal
safety experiences.
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Occupational Health &
Safety Management System

403-1

Our journey to zero injuries requires creating a sustainable
safety culture through strong leadership, continual
employee engagement and foundational programs and
practices. We voluntarily maintain an OHS management
system to enable our people to operate safely, efficiently
and in compliance with federal, state and local laws

and regulations with an intense focus on achieving zero
injuries. This management system covers all American
Water operations, employees and contractors. We review
and update the management system to help inspire
continual improvement. We record OHS data in alignment
with Occupational Safety and Health Administration
Occupational Recordable Incident Rate (ORIR) and Days
Away, Restricted or Transferred (DART) Rate formulas.

CONTENTS

Our OHS Management System provides the framework for
executing our safety strategy and achieving a zero-injury
culture. We expect all employees—from executives to
frontline workers—to actively drive our OHS progress

by reporting near misses and becoming a Certified Safe
Worker through our safety management system.

We strive for continual improvement and listen

to employee and contractor feedback regarding
improvements to safety practices. Looking ahead,

in 2021 each business will align to a core safety plan
as part of our ongoing effort to increase consistency
in our safety practices throughout American Water.

In 2021, we expect to complete our transition to an
integrated data management system, which will become
our standardized safety-reporting platform across our
regulated operations. We will use this system to track
all safety actions, including safety incident management,

near misses, job site checklists and pre-job safety briefings.

The platform will also improve our ability to assign and
track corrective actions, as well as provide detailed
analytics to allow us to make more data-driven decisions.
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HIGHLIGHT STORY

lllinois American Water Celebrates
Multiple Safety Milestones

Illinois American Water marked several significant
safety milestones in 2020. In May, the wastewater
service team in the Village of Godfrey, lllinois became
the second lllinois American Water team to celebrate
two decades without a single lost-time injury. In August,
the Cairo District added to their record and celebrated
21 consecutive years of safety excellence.

Beth Matthews, lllinois American Water Vice President
of Operations, said, “These achievements are a
testament to the long-time commitment to safety by
our team members. We are proud to be a part of this
accomplishment and to recognize our employees.”

Several other lllinois American Water teams celebrated
safety milestones in 2020, including:

m May: The Lincoln District celebrated 12 years;

m  August: The Streator District celebrated 12 years; and

m December: The Alton Production team celebrated
13 years.

CONTENTS

Bernie Sebold, Senior Health & Safety Manager credited
the teams for their commitment to safety. “The work
they do is complex, and with the COVID-19 public health
emergency, our colleagues faced additional challenges.

| am proud of how the company responded and our
continued focus on not only delivering essential water
service to homes and businesses, but also remaining
focused on safety.”

The safety excellence demonstrated is the result of an
enduring, dedicated focus on worker health and safety.
lllinois American Water employees work tirelessly to
provide critical water and/or wastewater service to
homes and businesses. To provide these critical services
for public health, fire protection and household uses,
employees may need to work in confined spaces, among
motorists and in extreme weather. Employees may also
handle chemicals, conduct excavation and operate

heavy equipment.

To learn more about lllinois American Water, please visit
our website.
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Hazard ldentification
403-2

Our employees conduct daily safety toolbox talks and
pre-job safety briefings to identify hazards and assess
risks before work begins. These briefings give employees
time to step back, think about and plan the work to
perform it safely; identify safety hazards; and formulate
strategies to eliminate, mitigate or minimize these
hazards. Additionally, supervisors and employees
conduct job site inspections and observations to

identify potential on-site safety hazards and provide
feedback on safe/unsafe behaviors.

We issue every American Water employee and contractor
with a Stop Work Authority card on their ID badge,
empowering individuals to identify and stop potentially
unsafe work at any time without reprimand or criticism.
This Stop Work Authority enables our workforce to
take the time they need to evaluate and explore ways
to further enhance job safety, even if it takes longer

to complete a job. We encourage our employees and
contractors to stop work if they think a task is unsafe,
discuss safety enhancements and address the hazard
or issue with management.

Incident Investigation

When safety incidents do occur, we act quickly to
investigate and determine the root cause and corrective
actions needed. We require all initial investigations to
be completed within three business days of the event
and implement interim and/or permanent corrective
actions with urgency.

Near Misses

We encourage our employees and contractors to report
near miss safety incidents and unsafe conditions, either
via phone to our Security Hotline, or through a computer
or a tablet/smartphone on our proprietary Safety
Application. Our local teams investigate these incidents
and implement corrective actions to prevent potential
future injuries. We monitor the number of reported near
misses, corrective actions taken and the time it takes to
complete the corrective action. We use this measure as
a leading indicator safety metric and report our progress
to leadership and all employees throughout the year.
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We included these metrics in quarterly reports to
the Board’s Safety, Environmental, Technology and
Operations Committee for review.

In 2019 and 2020, we achieved our annual corporate
goal to complete 99% of corrective actions within

30 days of the near miss incident. More than 9,700
near misses were reported in 2020, a 51% increase
over the previous year. Since inception, over 31,000
near misses have been reported.
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Occupational Health Services
403-3, 403-6

American Water has partnered to provide employees a
broad range of health services to promote both physical
and mental wellbeing.

To identify and prevent safety risks, we conduct injury
analyses, determine trends and implement preventative
or corrective actions processes. For example, our
analyses indicate ergonomics and body mechanics

as our most common risk and type of injury. Therefore,
we place a significant focus on the education and
prevention of musculoskeletal injuries.

To promote the ergonomic wellbeing of our employees,
we conduct industrial hygiene testing, ergonomic
training, evaluations and more. Many of our sites utilize
routine physical therapist visits who provide guidance
on ergonomic concerns, conduct observations and
provide training and coaching.

Beginning in 2020, the TRIAD Health Center became
available to our employees at our Corporate Headquarters
in Camden, NJ. The health center offers primary care,
urgent care, condition management and preventative
screening services, staffed by a Board-certified primary
care physician. The center also provides virtual medical
care as an option for employees. For locations other than
headquarters, we partner with local clinics to provide
similar services to local employees. For more information
regarding health benefits, please see the Compensation
& Benefits section.

Employees at our corporate headquarters have access
to an on-site 24/7 fitness center for a nominal monthly
fee. Our partners at Platoon Fitness staff the fitness
center daily, which offers cardio and strength training
equipment, daily classes, full locker rooms with showers
and gender-neutral locker rooms. We encourage our
employees to use alternative forms of transportation to
commute to work, and the fitness center hosts a bicycle
storage room to help facilitate alternative commuting and
promote wellness both inside the gym and out. We also
offer discounted gym memberships for employees based
at many of our other locations.

Employee Wellbeing

We provide our employees and their families with access
to myWellness, an interactive online wellness program
that supports and encourages a healthy lifestyle both at
work and at home. In 2020, we enhanced the myWellness
website to include more tools and activities for employees,
including customized programs and action cards tailored
to an individual’s specific health conditions.

MyWellness features integrated tools that focus on
physical, emotional, financial, safety and community
health. Employees and their families can take
confidential health assessments and receive a holistic
view of their overall health and wellbeing, as well as
resources to help achieve their health goals. To keep
our employees engaged with their wellness plans,

we offer a quarterly cash incentive program that
rewards more consistent user activity.

In 2019, the Safety Council collaborated with our I&D
Advisory Council to enhance workplace dialogue about
both emotional safety and physical safety. As part

of this effort, we hosted an emotional safety podcast
for employees, which focused on the importance of
emotional safety and its effect. Since 2019, we have
developed emotional safety and intelligence in the
workplace trainings and offered additional educational
resources including podcasts on this topic with internal
and external experts.

In addition to our wellness program updates, we also
continue to expand our employees’ benefits program

to offer needed resources and benefits to all employees.
Read more in the Compensation & Benefits section of
this report.

Employee Assistance Program
(EAP) Employee Assistance Program

American Water offers an EAP through Carebridge,
where all employees and their eligible dependents

can access a variety of resources to support their
emotional safety and wellbeing, free of charge.
Carebridge provides confidential support through

its Work-Life Specialists to help individuals who are
experiencing a variety of challenges, including financial,
legal, family and emotional needs. The EAP helps people
find real solutions by providing guidance, resources and
expert referrals based on an individual’s needs.
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Occupational Health
& Safety Training

403-5

We provide every employee—regardless of job category
classification—with the training and tools they need to
perform their jobs safely and successfully. We execute
our safety strategy through a four-point plan of
accountability, training, utilization of record systems
and leading indicators/employee engagement.

We provide ongoing training for employees via
instructor-led sessions and online trainings through
our LEARN system. Employees receive a health and
safety scorecard aligned with their individually assigned
safety curriculum, based on their job responsibilities.
LEARN also provides each employee with a safety
training dashboard, available online or via smartphone
app, that allows them to monitor their training status.
Managers and leaders can also access a detailed
LEARN dashboard to track training completion at

an individual or group level.

Our leadership supports employee-led safety

programs and understands their importance to safety
improvements across our company. This includes our
union employee-led training program, Systems of Safety,
in partnership with Power for America and the Utility
Workers Union of America. This training is a unique
union-developed, employee-focused program that
encourages communication and collaboration on safety
related events between management and employees.

The program exemplifies our safety strategy of
empowering employees and fostering a collaborative
environment focused on zero injuries.

In October 2020, the National Safety Council held Safety
Week, an annual five-day event titled “Focusing on the
Fundamentals of Safety,” bringing tools and activities

to employees reflecting the cornerstones of American
Water’s safety culture. Each day throughout Safety Week,
we distributed a company-wide email with resources to
increase safety awareness and keep it front-of-mind for
employees at work and at home. We held local activities,
as well as corporate podcasts and events, to bring a
heightened awareness to improving our safety culture.
The topics and discussions during Safety Week included
safety trainings and informational resources on:

m  Defensive driving;

= Communicating hazards;

= Emotional safety;

m Fire safety and prevention;
= Near-miss reporting;

m  Pre-job safety briefings; and

m  Slips, trips and falls.
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Communication
4034

Our local safety committees comprise both frontline and
management employees, who meet regularly to promote
participation, involvement and communication in our
ongoing OHS programs.

Our Health and Safety team meets on a weekly basis to
review and discuss program performance and concerns
from across the company. In addition, the Corporate
Safety team hosts monthly leadership calls to review
safety performance, serious safety incidents and near
misses. The calls also serve as a venue for the team
to communicate other pertinent safety information,
discuss safety related issues of mutual concern and
receive feedback from Operations.

When developing our OHS management system, we
solicited input from employees at all levels. To keep
employees current on OHS events and developments,
we consistently communicate to our workforce through
a variety of mediums including Splashpoints TV, weekly
newsletters, mySource, company-wide emails and
LEARN trainings.

In 2020, our leadership began having safety
conversations designed to drive engaging dialogue
around best practices, which could be shared with
employees. These talks quickly evolved into our Daily
Safety Talks, a brief email sent every morning to all
employees that features a different safety discussion
each day. Our Daily Safety Talks cover a variety of topics,
such as incident safety alerts, safety tips when working
from home, weather safety, mental health and safety tips
for conducting fieldwork.

Every week, we distribute a safety video that covers a
range of topics, including incidents, near misses, new
equipment, tools, PPE, technology and safety best
practices. Throughout the business, managers and
supervisors have daily and weekly safety touchpoints,
as well as monthly safety meetings, to facilitate safety
discussions and listen to employee feedback.

In addition, we continue to utilize our Splash Points
and Splash TV to communicate with our workforce.
Splash Points are weekly emails highlighting safety
accomplishments, incidents and new equipment,
tools, PPE and technology developments across
the organization. Similarly, Splash TV succinctly
communicates safety topics through rotating slide
shows and videos shown throughout the day in
central locations at most of our operating centers.

We typically host an in-person Safety Summit as part

of American Water’s Safety Week. In 2020, we shifted
the event to a virtual platform, allowing us to extend

the invitation to employees’ family members. The result
was our first ever virtual Family Safety Summit. Senior
leaders spoke during the virtual summit about our overall
approach to safety in the workplace, including key topics
such as our stop work authority, near miss reporting and
proper use of safety equipment. The Summit featured
discussions geared toward home safety behaviors and
ways that employees and their family members can

own safety at home. Additionally, we incorporated a
Kid’'s Summit full of age-appropriate activities for our
employees’ children.
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OUR PERFORMANCE

103-3, 403-7, 403-9, EEI 7.3, EEl 7.3.1, EEI 7.3.3

We remain focused on improving our OHS performance
each year. We analyze our OHS data to look for trends
and commonalities, perform root cause analysis and
implement improvements following the Plan, Do, Check,
Act principle. Our ultimate goal is zero incidents.

We can achieve this goal through our employees’ and
leadership’s passion for zero injuries, care for each
other’s safety, and our unwavering commitment to our
processes and clear strategic actions. We set several
annual goals and targets to track our improvement:

m  Reduce our ORIR and DART rate annually;

= 99% of near misses identified, reported and
mitigated within 30 days of their occurrence;

m 100% of our contractors and vendors will be
approved in accordance with the Contractor Safety
Quialification Practice and held accountable to our
Safety Standards;

m  Complete all specific Serious Injury or Fatality
incident corrective actions within 30 days across
the business;

Days Away, Restricted
& Transfer (DART) Rate

m  100% of all American Water and Contractor serious
injuries and fatalities (SIF incidents) will be reviewed
with corrective action plans established and
communicated across the business within seven
days, and appropriate corrective actions
implemented within 30 days; and

= Achieve a year-over-year increase in preventative
care exams across our workforce.

We measure and report numerous health and safety
metrics in accordance with GRI. For more information,
please see our GRI Content Index.

Our relentless focus on safety continues to produce
positive results. In 2020, we recorded our fourth
consecutive year of record safety performance, achieving
the lowest injury rate in our company’s history. Through
December 2020, we had further reduced our recordable
injury rate to 0.99, approximately 81% better than
industry average.

Looking ahead, in 2021 our National Safety Council will
increase its focus on emotional safety in the workplace.
Additional priorities will include new employee onboarding
and safety training, CEO Safety Awards and Safety

Week activities.

OSHA Recordable
Incident Rate (ORIR)

2018 2019 2020

2018 2019 2020
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Talent Attraction,

Engagement & Retention

WHY IT MATTERS

103-1

Our more than 7,000 employees remain our most
valuable assets yet, in the next five years, nearly
one-third (31%) of our workforce will become eligible
for retirement. It is more important than ever that we
continue to take steps to pass on our institutional
knowledge, while simultaneously attracting the very
best talent to our company.

It is also vital that we continue to embrace and
promote an inclusive and diverse culture that allows
everyone to constructively challenge ideas and raise
concerns. In doing so, we will continue to attract and
retain the most qualified talent. We feel that our
workforce should reflect the diverse communities we
serve. Our diversity is our strength, and we continue to
prioritize fostering an inclusive and diverse company
culture where all employees are encouraged to be their
whole and true selves.

I&D continues to be a priority in our recruitment efforts.
As we expand our business and compete for top talent,
we also focus on continuing to provide strong benefits,
equitable pay and an inclusive work culture to encourage
retention. We know that current and potential employees
want to work for a company that is purpose-driven.
American Water is that company.

DOWNLOADS
2020 Inclusion & Diversity Report N
Em p onee& Commu mtyEngageme nt ............................. J_/ .
Am eman Water B enef ,ts ........................................... 4_/ .
GWI ngBaCk |S Bea Utlfm lyDlﬁerent ............................... & .

OUR APPROACH

103-2

Governance

American Water’s Senior Vice President, Chief HR Officer
oversees our I&D, Talent Management, HR Operations
and Compensation & Benefits teams, which all directly
work on Talent Attraction, Engagement and Retention
practices and progress. Talent Management further
oversees our Talent Acquisition & Employee Experience,
Leadership & Organizational Development, Learning &
Development and Digital HR teams, which have a large
role in our practices and progress.

For more information about our leadership on
inclusion and diversity, please see our Leadership
on Diversity section.
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Recruitment

We recruit people who embody our core values. We
foster an environment where diverse backgrounds are
respected and valued and where all employees have
equal opportunity and voice. We maintain inclusion
and diversity from the highest levels of our company,
beginning with the Board of Directors, Executive
Leadership and Senior Leadership Teams, down to
our entry-level employees.

Investing in Our Talent Pipeline

Throughout our footprint, we pursue partnerships to
promote STEM (Science, Technology, Engineering and
Math) careers to students at all grade levels. Our
Communications team regularly engages with middle
school students to inspire interest in the sciences. Our
Talent Acquisition team partners with local colleges and
universities to develop internship and co-op programs
in areas where we operate. In addition, our Engineering
team hosts an engaging co-op program that encourages
local students to gain relevant experience.

American Water’s Internship/Co-op program offers
benefits to both students and our company. We offer
students work experience, as well as an opportunity to
explore career interests, earn academic credit and learn
about full-time employment opportunities. The program
provides us with a chance to expand our talent pipeline,
increase the diversity and perspectives within our teams
and enhance our company’s visibility with colleges and
universities where we operate.

We structure our program to provide participants with an
immersive experience and thorough understanding of the
company. During 2020, the program adjusted to a virtual
format but remained an inclusive, collaborative and
comprehensive internship/co-op program. All interns and
co-ops participate in a formal onboarding process that
includes meet and greet activities with colleagues. At the
end of the program, each participant makes a capstone
presentation to American Water business leaders and
fellow cohort members sharing their experiences and
what they have learned in their role. Several participants
in the 2020 program accepted full-time positions after
completing their internships.

CONTENTS

“Everyone | worked with was
extremely friendly and helpful
along the way, and | never felt
like | was struggling without any
guidance. My hiring manager
devoted many hours to keeping
me up to speed, especially
during my first week on the job.
Ultimately, it was a great learning
experience, and | am fortunate
to have received a full-time offer.”

RISHI VARDYA, SUMMER 2020 INTERN

OUR WORKFORCE

50



Hiring & Promoting Diverse Candidates

Diversity is a focus for all of our job requisitions and
candidate pools. Since 2017, we have had a focused
I&D recruitment strategy with annual goals to improve
diversity across the company. We set goals in 2021 to
increase representation of females and racial minorities
across our workforce and in leadership roles. Our
strategy for inclusive and diverse talent acquisition
focuses on three key areas: recruitment, selection and
conversion. We solicit feedback from both employees
and candidates to improve and refine our I1&D strategy.

Talent Acquisition

Recruitment aims to cultivate and grow diverse talent in
the labor market. We leverage our I&D Advisory Council,
a robust employee referral program and 1&D Champion
network to identify diverse talent during the recruitment
process. We also engage with Historically Black Colleges
and Universities and Hispanic Serving Institutions to
increase our diverse talent candidate pool.

Some of our recruiting partnerships include:

m  Getting Hired, an organization that helps
inclusive employers hire individuals and
veterans with disabilities;

m  Hiring Our Heroes, an organization that sponsors
a 12-week program offering transitioning service
members professional training and hands-on
experience in the civilian workforce;

= Hispanic/Latino Professionals Association, an
organization that offers diversity-based recruiting
information for employers and career information
for individuals and job seekers; and

= Out & Equal Workplace Advocates, an organization
working exclusively on lesbian, gay, bisexual,
transgender, queer or questioning, and other
identities (LGBTQ+) workplace equality by creating
a culture of belonging for all.

Selection

Our candidate selection process focuses on overcoming
unconscious biases and prioritizing inclusive hiring. We
work to identify and reduce potential biases in sourcing,
screening and shortlisting candidates. Our HR Business
Partners are involved throughout the hiring process

so that these priorities remain front of mind. We also
required all employees at American Water to complete
Unconscious Bias and Mutual Respect training to
increase awareness.

Conversion

Conversion seeks to grow our appeal to diverse
candidates by building our credibility as an inclusive,
equitable and diverse workplace.

To track the progress and success of attracting

diverse candidates, we provide our state Presidents

and functional leaders with a monthly dashboard of

key metrics and indicators. This includes a snapshot

of open positions, number of positions filled in the

last month and year-to-date, age of requisition, internal
versus external hires, employee referral rates, candidate
diversity, diversity in promotions and diversity of hires.

Metric 2018 2019 2020
Year-gver.-year transfers/promgtlons fllleq .by individuals voluntarily self-identifying 53% 57% 59%
as minority, female, veteran, disabled, military spouse or LGBTQ+
Job I’GQUIS.ItIOhS with dlversg car.@date pool, based on voluntarily self-identified 86% 86% 84%
gender, minority, LGBTQ+, disability and veteran or military status
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Inclusion & Diversity

American Water published our first ever Inclusion & Diversity Annual Report in April 2021. This report details how far
our company has come in recognizing that all backgrounds, ethnicities and experiences make our company better.
We’'re constantly striving to continue to build an inclusive and mutually respectful workplace.

We are working to increase representation of females and racial minorities across our company, and we continue to
have deeper, relevant and impactful dialogue across our company. We are engaging in and facilitating conversations
that affect our female, African American, Asian American, Latinx, LGBTQ+, military and disabled employees.
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WERE DIVERSE
CANDIDATES

84 51%

DIVERSE NEW HIRES/REHIRES
CANDIDATE POOL WERE DIVERSE
CANDIDATES
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Leadership on Diversity

1&D intersects with all aspects of our business. In 2017,
we initiated the company’s I&D strategy and established
an I&D Advisory Council. The council includes an
executive leadership team sponsor, Chief Human
Resources Officer, two business executive sponsors,
the Chief Inclusion Officer and Vice President of External
Affairs and a Division President. In addition, the Director
of Inclusion & Diversity, an HR liaison, Communications
team member and ten employees representing different
geographies, positions and backgrounds are active
members of the council. In 2019, we launched the |&D
Champion Network, an extension of the I&D Advisory
Council. The network includes nearly 200 employees
who actively raise awareness about I&D and celebrate
our successes, both internally and externally. To further
strengthen our commitment to 1&D, in 2020 we formally
established an 1&D department, overseen by our new
Chief Inclusion Officer. In 2021, we launched three
Employee Business Resource Groups (EBRGs), WE CAN
(Women’s Empowerment Champion & Ally Network),
Together We Stand (African American/Black Employee),
and LGBTQ+, inclusive for all employees to participate
and focus on business impacts to careers, culture and
communities. We will also be launching a Disabilities
focused EBRG later in 2021.

CONTENTS

Commitment to Harassment-Free Workplace

We expect our leaders and employees to embody our
core values by maintaining a work environment that
respects the dignity and worth of each individual. We
have zero tolerance for discrimination, harassment or
retaliation by or toward any employee, vendor, customer
or other person in our workplace. Inappropriate
workplace behavior and unlawful harassment are
wholly inconsistent with this commitment and create
the potential to damage the company’s reputation. We
believe our stance on harassment and discrimination
allows for a work environment that encourages inclusivity
and reduces discrimination or harassment. We outline
such policies in American Water’s Code of Ethics and
Respect and Dignity in the Workplace policy.
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Developing an Inclusive Workforce

Each year, we choose a new focus area to catalyze
inclusion practices and trainings across the company.

In 2018, we introduced our Respect and Dignity in the
Workplace Policy and in 2019 introduced our Commitment
to a Harassment-Free Workplace training. In 2020, we
introduced additional unconscious bias and inclusion
training company-wide with focused training for all

employees and advanced training for all leaders, including:

= Respect and Dignity: Embracing Diversity and
Inclusion in the Workplace;

m  Developing a Culture of Respect: Promoting
a Harassment-Free Workplace Online Training;

= Using Communication Strategies to Bridge
Cultural Divides;

= Understanding Unconscious Bias;
m  Overcoming Your Own Unconscious Bias;

= Overcoming Unconscious Bias in the Workplace;

HIGHLIGHT STORY

m  Bridging the Diversity Gap;
= Your Role in Workplace Diversity;
= Managing Diversity; and

= Understanding Workplace Diversity.

Everyone at American Water plays an important role in
creating an inclusive workforce. Our Beautifully Different
campaigh celebrates what makes our employees
beautifully different and promotes a workplace culture
that encourages and honors diversity of people, ideas,
thoughts and experiences.

In 2019, we launched a Self-ID Campaign, titled Inclusion
Starts with ME. The intention of the Self ID campaign is
to encourage employees to voluntarily identify personal
attributes from various diversity categories including
gender, race/ethnicity, veteran status, military spouse
and LGBTQ+. The data used from self-identification

helps to better understand the needs of employees

and expand our inclusive workforce where everyone

feels accepted and valued.

Cheryl Norton Named First
Female Chief Operating Officer

Cheryl Norton began her career at American Water in 1987 as a microbiology research technician, a temporary employee,
at the Central Lab in Belleville, lllinois. On March 1, 2021 she became Executive Vice President (EVP) and COO. Her career
is a shining example of American Water’s focus on talent development, experiential learning and succession planning.

“My success is a direct result of the amazing people
that I've worked with over the years who’ve been willing
to teach me the business and allow me to bring my
whole self to work. I'm honored and grateful to have
the opportunity to give back by mentoring and helping
others find their path here at American Water.”

CHERYL NORTON, EVP & COO

CONTENTS
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As a result of our Self ID campaign, American Water We host I1&D conversations and events regularly

enhanced several employee benefits including: throughout the year aimed at continuing to foster a
strong inclusive and diverse culture for all employees.
m Introduced therapy (including speech therapy) For example, during Pride Month in June, we launched
treatment for autism; a PRIDE in the Workplace podcast episode as part of

our 2020 Live Podcast series. In 2020, we also held
our inaugural American Water Inclusion Day. As part

of this company-wide event, all employees had the
opportunity to participate in multiple 1&D events across
the company, including leadership talks, presentations,

m Added gender confirmation/reassignment services
to our medical plans;

= Added health care coverage for hearing aids for
employees and dependents; and

m Partnered with WinFertility, offering compassionate games, podcasts and panel discussions. As part of our
support to families facing fertility challenges. 2020 Inclusion Day, our former President and CEO Susan

Story and our current President and CEO Walter Lynch

To read more about employee benefits, see the signed the CEO Action for Diversity & Inclusion Pledge,

Compensation & Benefits section. committing themselves and American Water to advancing
I&D in the workplace. In 2021, CEO Walter Lynch

In 2020, the American Water Charitable Foundation reaffirmed our commitment to the Pledge during our

(AWCF) expanded our Beautifully Different campaign second annual Inclusion Day.

with the launch of the Giving Back is Beautifully Different
campaign. As part of the new campaign, the AWCF
donated $10,000 to the Equal Justice Initiative. In total,
the campaign raised $72,000 and supported 616
charities through the participation of 2,153 employees.
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Supplier Diversity

We have developed and implemented a Supplier Diversity
Practice to identify and engage diverse suppliers. Supplier
diversity is a business imperative in our sourcing process
with our internal stakeholders and our supplier partners.
We require our suppliers to meet our standards for
certification, sourcing and reporting. Our Senior Manager
of National Supplier Diversity and Chief Procurement
Officer are responsible for the overall execution of our
supplier diversity initiative. This initiative includes
management, strategy development, implementation,
monitoring and assisting efforts to increase opportunities
and contract awards to small and diverse businesses.
We also recognize diverse suppliers that demonstrate

a strong commitment to our supplier diversity goals
through awards for innovation, sustainability and safety.

In 2021, our goal is to achieve a diverse supplier

and small business spend of 27.6%, an increase of
approximately 10% over our 2020 performance. The year
2021 represents the third year of our five-year plan for
increased spend with certified diverse suppliers. In our
first two years, we met our goals and set a foundation
for growth going forward, providing a roadmap for our
continued success in the coming years.

27.6%

» OUR GOAL IS TO ACHIEVE
SE SUPPLIER AND SMALL
SS SPEND OF 27.6%, AN

SE OF APPROXIMATELY 10%
OUR 2020 PERFORMANCE.

We require every employee,
including our union-represented
employees, to receive a minimum
of 25 hours of training each year.

Awards & Recognition

Senior Manager of National Supplier Diversity,
Lawrence Wooten, named chair for the National
Minority Supplier Diversity Council (NMSDC) Utility
Industry Group

American Water awarded 2020 National Corporation
of the Year by Eastern Minority Supplier Development
Council (EMSDC)

Senior Diversity Program Lead, Sharon Manker,
named 2020 Minority Enterprise Development
Champion of the Year by Women'’s Business
Enterprise Center—East, a regional partner
organization of WBENC (Womens Business
Enterprise National Council), the largest certifier
of women-owned businesses in the U.S. and a
leading advocate for women business owners
and entrepreneurs

Named the 2020 Veteran Advocate of the Year by
National Veteran Business Development Council

Awarded the 2020 Emmett T. Vaughn Corporate
Advocate of the Year by EMSDC, a regional affiliate
of NMSDC, the largest minority-owned certifying
advocate in the U.S.

Illinois American Water’s Workforce and Supplier
Diversity Program Manager, Rhonda Carter Adams,
recognized with Jerry Garland Award for Excellence in
Supplier Diversity from the lllinois Utilities Business
Diversity Council

2021 Military Friendly® Supplier Diversity
Program designation
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40.6

NET PROMOTER SCORE

Detractor Passive Promoter
-100 -40 40 100
Engagement

Our employee culture surveys provide us with valuable
feedback to make our great company even better. In 2019,
we introduced an employee Net Promoter Score (eNPS) to
our annual culture surveys. The eNPS gauges employees’
likelihood to recommend American Water as a place to
work through scores ranging from -100 to 100.

In 2019, 77% of employees completed the survey,
producing an eNPS score of 26.0. Our eNPS score
improved to 40.6 points in 2020, with participation from
71% of employees. Culture Action Teams, comprising
employees from across the company, use the survey
results to identify opportunity areas and solutions to
support a positive workplace culture.

In 2020, American Water conducted three pulse surveys
to gather insights into concerns related to COVID-19,
workplace reintegration and the development of the
return-to-work plan. We are proud of the high percentage
of employee engagement through both our surveys and
regular communications.

100%
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3
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Development

We provide a wide range of development opportunities
to enable employees to reach their fullest potential and
conduct their work safely and effectively. In addition to
HR business partners working directly with leaders in
the field and functions, we operate a Talent Management
Center of Expertise that develops and implements
programs based on best practices to attract, motivate,
develop and retain talented employees, and support a
culture of learning across American Water. The Talent
Management Center of Expertise has four key focus
areas: Talent Acquisition and Employee Experience;
Learning and Development; Leadership and
Organizational Development; and Digital HR, which

we implement through HR departments structured

in parallel with these focus areas.

In 2021, we increased the minimum number of training
hours per employee, including our union represented
employees, from 20 to 25 hours. We provide support
during work hours on a variety of topics throughout the
year, including leadership and professional development,
required annual I1&D training along with other required
trainings throughout the year. Additionally, we ask every
employee to create a development plan. We also work
closely with labor unions to learn how we can collaborate
and improve our training effectiveness, especially around
safety. Please see our OHS section for more information
on company and union-led safety training.
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Performance Reviews

American Water’s performance review process enables
our employees to collaborate with their managers

to define goals that tie to the company’s short

and long-term priorities, and to track performance
progress throughout the year. We give equal focus

to both the goals themselves and how those goals
are accomplished, and we evaluate non-union
employees on both factors as part of the annual
year-end performance review process.

Maintaining a meaningful ongoing dialogue between
employees and their managers is a vital part of career
development and performance management. All non-union
American Water employees participate in the year-end
performance review process. However, it is expected that
all employees (union-represented and non-union) work
with their managers to create and discuss development
goals. Beginning in 2021, we will conduct performance
checkpoint discussions with non-union employees on a
quarterly basis. This increased frequency will help provide
our employees with regular touchpoints with their direct
managers to set development goals and discuss their
progress toward these goals throughout the course of
the year. These conversations also allow for a fair and
equitable basis for decisions on compensation. In

2020, 100% (3,922) of eligible non-union employees
(representing 55% of our total workforce) received a
formal year-end annual performance review.

In 2019, we incorporated all employees into the
company’s Annual Performance Plan to maintain
alignment between company and individual employee
goals. Annual Performance Plan bonuses incentivize

our workforce to pursue development goals that support
the overall growth and success of American Water.

Tuition Reimbursement

American Water provides up to $10,000 reimbursement
per employee per year for education costs approved by
the company. Employees may use these funds toward

a degree program. Tuition reimbursement facilitates
employees’ professional development and their skills
and knowledge related to American Water’s business.
We have partnerships with University of Maryland Global
Campus and Drexel University Online to provide our
employees with tuition discounts, up to 25% and 40%
respectively, as well as waived application fees. In 2020,
we provided 203 employees with more than $1.11
million in tuition reimbursement, a 12.7% increase

from 2019.

$1,200,000
$1,000,000
$800,000
$600,000
$400,000

$200,000

2018 2019 2020

OUR WORKFORCE

58



Leadership Development

We call our managers People Leaders and we invest in
these individuals to help them perform effectively and
take care of our people. We have three main development
programs for our People Leaders: People-Powered
Leadership, Future Focused Leadership and LEAD
Mentoring Program.

People-Powered Leadership: In 2019, American Water
piloted a leadership program to develop capabilities
essential for being a leader in the Age of Disruption such
as innovating, problem solving and leveraging diversity of
thought and ideas. The program challenges participants
to identify problems and collaboratively develop solutions
to address issues they face in their daily jobs.

Future Focused Leadership: Future Focused Leadership
is a blended, comprehensive learning experience for
both current and aspiring people leaders. The program
focuses on competencies of great leaders in the current
and future digital age. Participants belong to learning
cohorts and participate in a series of group-based,
self-directed and social learning experiences over
approximately six months.

LEAD Mentoring Program: In 2021, we initiated a new
mentoring program designed to accelerate an emerging
leader’s ability to drive business strategies and
objectives, while enhancing leadership capabilities
and relationships. Learning through Experience,
Accountability and Dedicated mentors (LEAD) is

a blended-approach mentoring program designed

to accelerate an emerging leader’s ability to drive
business strategies and objectives while enhancing
and demonstrating their leadership capabilities, with
support and guidance from an experienced executive.

The People Leader programs support and align

with our vision, values, strategies and key drivers for
success. The program brings together employees from
across our organization to learn, share experiences
and forge relationships that support their success

in current and future leadership roles. In 2019 and
2020, approximately 13% and 19% of our total People
Leaders, respectively, participated in these programs.

American Water continuously evaluates our leadership
development needs and offerings to provide development
opportunities to support our talent.

Workforce & Succession Planning

Workforce Planning

Through workforce planning, we analyze our current
workforce across indicators related to age, retirements,
turnover and other data analytics. We also examine
trends such as increased competition for talent and the
deployment of technology. American Water identifies roles
that could be affected by automation. We also utilize a
“Future of Work” playbook to reconstruct and redesign

work roles to make them more fulfilling for our employees.

We design our reskilling and hiring strategy to fill talent
gaps by investing in our people and leverage technology
where possible. When we identify roles affected by
technology, we work to reskill, redeploy or repurpose
affected employees to new opportunities within the
company. Additionally, the company invests in analytic
tools for predictive job and skills analysis to monitor
trends and adjust plans as needed through forecasting
emerging roles and skills needed.
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Succession Planning

We maintain robust succession plans for critical
leadership positions. We hold regular checkpoints
with our executive leaders to review succession plans
and to develop a pipeline of candidates to fill critical
roles within the company.

HIGHLIGHT STORY

Diversity is a key focus during succession planning,
with our leaders reviewing diversity and turnover metrics
and assessing the company’s progress on cultivating
and maintaining an inclusive and diverse culture. We
create development plans for all candidates within the
succession pipeline to develop and equip our future
leaders with the skills and experience they need to
succeed. We also work with our recruiting teams to

fill talent gaps identified during this process.

Our Board of Directors is responsible for succession
planning for our CEO and works with the CEO on other
executive development and succession planning to
provide for continuity in executive management. This
planning process includes understanding the critical
leadership roles that will shape American Water’s
current and future strategy, as well as identifying our
current and future talent needs related to these roles.
The Board works to help counsel us to effectively
manage our leadership bench to meet both present and
future needs for the most critical leadership positions.

CEO and other executive succession planning occurs

at Board meetings throughout the year and involves
regular interaction between and among Board members,
the CEO, the Chief HR Officer and other members of
management, as appropriate.

American Water Recognized With
Top Score on Disability Equality
Index for Third Consecutive Year

In 2021, the Disability Equality Index (DEI) recognized American Water
as a top-scoring company for the third consecutive year. The DEIl is the

most comprehensive disability inclusion assessment tool designed and
embraced by both business leaders and disability advocates. In 2021, approximately 250 businesses participated in
the DEI, and American Water’s top score of 100% earned the recognition of “Best Places to Work for Disability Inclusion.”
The inclusion criteria measured culture and leadership, enterprise-wide access, employment practices, community

engagement and supplier diversity.
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Compensation & Benefits
401-2

We strive to be a competitive and equitable employer

of choice. We provide a comprehensive compensation
program, designed to recognize our people and the vital
roles they play in our success, with all of our employees,
including union-represented, participating in the Annual
Performance Plan.

All employees who average 30 hours or more per week
receive full-time benefits, and full-time employees pay
only 15% of the total cost of medical, dental and vision.
We offer our non-union employees averaging 20 to 30
hours per week medical, dental and vision coverage at
50% of the total cost.

American Water offers the following benefits
to eligible employees:™*

m  Medical plans (preferred provider organization &
consumer directed health plan) with prescription
drug coverage;

m Dental;
= Vision;
m Health savings account;
m  Healthcare flexible spending account;
= Dependent Care flexible spending account;
= Voluntary benefits:
m Critical illness;
m Hospital indemnity;
m Accident insurance;
m Pet insurance;
= Disability (short-term and long-term);
m EAP (Carebridge);
m  Wellness program;
=  WIN Fertility Discount program;
m  Commuter benefits;

1 Benefits are for full-time employees; contract employees do not
qualify for corporate benefits

m Basic life insurance;®

= Supplemental life insurance;

m  Dependent life insurance for spouse and children;
m  Tuition reimbursement program;®

= 401(k) savings plan with Roth option;

m Defined contribution account (5.25%);

m  Employee stock purchase plan (15% discount);

m Defined benefit: pension;“

m Postretirement medical;®

m Retiree medical reimbursement account/voluntary
employees’ beneficiary association (VEBA);® and

= Annual Performance Plan bonus.

Additional employment benefits include holiday, vacation
and sick time that is at or higher than industry best
practice. We provide all American Water employees with:

m  Fourteen holidays (including floating holidays);

m A minimum of 10 to a maximum of 30 vacation days
based on years of service;

= Ten sick days; and

m Fourteen days of paid leave that can be used to
bond with a new child following birth, adoption
or foster placement, or to take care of a sick
family member.

In 2020, American Water piloted its first paid family
leave policy for employees to use up to 14 days to care
for a child or sick family member. During 2020 and into
2021, employees took advantage of this program and
have benefitted from the time needed to care for their
families. American Water continues to evaluate its

paid family leave offering during this time to consider
potential enhancements.

2 Full-time employees only
3 Employees working 15 or more hours per week only
4 Hired prior to January 1, 2006

5 Hired prior to January 1, 2002 (non-union) and
January 1, 2006 (union)

8 Union employees only who are not eligible for retiree medical
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OUR PERFORMANCE

103-3, 401-1

We have received various awards and recognitions
demonstrating our accomplishments as an inclusive
employer and employer of choice.

HIGHLIGHT STORY

2020 Diversitylnc Noteworthy Company;

2019 Top Corporations for Women’s Business
Enterprises by the Women’s Business Enterprise
National Council;

= Recognized by U.S. Veterans Magazine and
Military Times Magazine for Industry Leading
Support of Veterans;

= Highest ranked utility on Barron’s 2020 (#22) and
2021 (#15) 100 Most Sustainable Companies; and

= Military Friendly® designation since 2019. 2021
Military Friendly® Gold Employer, 2021 Military
Spouse designation, 2021 Supplier Diversity
Program designation.

We measure key employment metrics such as employee

Inclusion in the Bloomberg Gender Equality Index turnover to gauge our management performance over time.
for the third consecutive year;

In 2020, even with our aging workforce, we experienced
low employee turnover rates with a 0.07 overall turnover

2021 Top Score on the Disability Equality Index for
the third consecutive year;

rate across our workforce. This extends to regrettable
turnover rates, which are employee departures whom

2020 Secretary of Defense Employer Support the organization would otherwise hope to retain. In 2020,
Freedom Award from the Department of Defense; we had just 0.009 regrettable turnover rate, representing

an approximately 25% improvement over 2019.

American Water Awarded 2020
National Corporation of the Year
by Eastern Minority Supplier
Development Council

CONTENTS

The EMSDC named American Water the 2020 National Corporation of the Year.
This award is in recognition of our commitment to EMSDC diverse suppliers in
our supply chain, and for creating substantial business opportunities for diverse
business enterprises.

EMSDC acclaimed American Water’s dedication to supplier diversity through
policies embedded in the organization, innovative thought leadership and
execution in engaging minority-owned businesses. Our commitment and support
of small and diverse businesses flow through multiple tiers of our supply chain,
creating a ripple effect that becomes the catalyst in the economic success of the
communities we serve. For more information about our supplier diversity program,
please see Our Stakeholders, or visit our website.
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Customer Experience

WHY IT MATTERS

1031

Our company is built on a history of delivering clean, safe and reliable water with an exceptional customer experience.
As a water provider, we know that our service plays a key role in the daily lives of our customers and is essential to a
safe, healthy and sustainable life. Our customers are the central tenet of our business, and we focus on providing an
excellent experience through simplified and dependable service. This includes clear and easily understandable bills and
information, quickly handling customer inquiries and service requests and communicating effectively with our customers
during service disruptions or emergencies.

OUR APPROACH

103-2

To inspire progress and encourage continued industry leadership, we implement annual goals to deliver a top-rated
customer experience compared to our water and wastewater industry peers. We also leverage technology and innovation
that allows us to quickly receive, respond to and implement ongoing feedback. Our customers’ needs are always evolving,
and we always look for opportunities to exceed their expectations. We offer our customers multiple communication
channels, including direct mail, online, phone and in-person, so that they may communicate, engage and transact with
us in a manner that is most convenient for them.

HIGHLIGHT STORY

Changing to a Remote
Customer Experience

The onset of COVID-19 required a rapid transition to remote working
for many of our employees. Prior to the COVID-19 public health
emergency, approximately 40% of our Customer Service agents
were working remotely. Within weeks of COVID-19 reaching the U.S.,
over 90% of our Customer Service organization had transitioned

to remote work without influencing the quality of service for our
customers. Where in-person interactions are necessary, such as
emergency calls, we require our employees and encourage our
customers to follow all CDC guidelines, including strict social
distancing during appointments.
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Policies

To provide the customer experience that our customers
expect and deserve, we regularly update our policies,
procedures and programs to recognize and meet our
customers’ changing needs. We provide our Customer
Service employees with a training manual that includes
policies and procedures to set up accounts, handle calls,
address billing options and more. We also provide annual
training and thorough guidance, including two full training
days focusing on I1&D and empathy, to all Customer
Service employees and third-party representatives. We
expect all Customer Service representatives to follow our
policies and best-practice guidance to meet a wide-range
of customer requests and needs.

CONTENTS

Governance

The Safety, Environmental, Technology and Operations
Committee of the Board of Directors is involved in the
management of Customer Experience. Our Customer
Experience and Customer Service organizations report
to our Chief Customer Officer, who reports to our COO.
In coordination, our Chief Customer Officer and COO
report on progress, new customer initiatives and
fostering a customer-focused culture with the Board
of Directors at Board and Committee meetings.

Dedicated Customer & Community Support

Throughout our footprint, we have dedicated Major
Account Managers who provide personalized service
and a single point of contact to our largest customers
and those with different needs than our residential
customers. Our Major Accounts program includes
vital community partners, including hospitals, school
systems and universities. By growing the success
of this program and engaging regularly with our local
partners, we continue to build trusting relationships
with our customers and strengthen the communities
we serve.

In certain states, our Customer Advocacy groups work
with our customers to increase engagement and solicit
feedback that improves the customer experience. The
feedback that we receive through our Customer Advocacy
groups allow us to tailor our programs and services to
meet customer needs at the local level.

Our Field Service Representatives and other frontline
employees provide the opportunity for face-to-face
interactions on a daily basis, whether in-person or
socially distanced. To enhance these interactions,
we created an application called Customer One-View,
which provides Field Service Representatives with
real-time insight into billing and usage data, allowing
them to better assist our customers.

We also leverage our team of data scientists to explore
how we can best utilize data to continue improving and
developing a more personalized customer experience.
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HIGHLIGHT STORY

Davenport Community
Schools Meter Changes

In March 2019, lowa American Water met with the Energy
and Sustainability Manager for the Davenport Community
Schools to discuss the district’s meter change notices.
The district manager noted difficulty in keeping track of
all of the district’'s meter change notices, which spanned
across 25 different sites, including high schools, junior
high schools, elementary schools and the administration
center. To develop a solution, lowa American Water
worked with the district to explore the feasibility of
changing all of the meters during Spring Break, only

one week later. Through thoughtful coordination, lowa
American Water helped create a service schedule that
worked under the requested timeline with minimal
disruptions for all parties involved.

CONTENTS

Streamlining these meter changes helped consolidate
the meter change notices that the district had previously
been monitoring and managing. Through this experience,
we learned that we could achieve greater efficiency for
customers with multiple meters by changing out all of the
necessary meters at the same time. We offered similar
meter change options for other school districts, including
Bettendorf Schools and St. Ambrose University. In fact,
both of these customers decided to have all of their
meters changed simultaneously during the following
summer break.
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Innovation & Accessibility = Sign up for service alerts;

It is our responsibility to make customer interactions, = Schedule an appointment; and

such as paying a bill, or move-ins and move-outs, as = Enroll in Paperless Billing and Auto Pay.

seamless as possible. As a corporate partner, our

Technology & Innovation teams work diligently to provide Paperless billing offers customers a more sustainable

technology solutions that improve customer experience, billing option by providing electronic access to all the

including self-service tools based on our customers’ data provided on a hard copy bill. Customer satisfaction

preferences. We also use a third-party language line to increased to over 90% in conjunction with the rollout

provide translations for different languages, allowing us of MyWater in 2019, and through 2020 continues to

to better serve the diverse needs of our communities. reflect an over 90% highly satisfied customer rate. As
of February 2021, we have nearly 775,000 customers

MyWater Customer Portal (approximately 24% of customers) enrolled in paperless

billing, and we continue to see increasing enroliments in

In 2019, we launched the MyWater customer portal .
EE— paperless billing and auto pay.

to offer customers a personalized way to communicate

with American Water and manage their water services. . .

Through the web portal, customers can: Interactive Voice Response System
Our Interactive Voice Response (IVR) System is

= Track their water use; another communication tool available to our customers.

By meeting customers’ common requests without

waiting to connect with one of our live customer service

= Setupa new account; representatives, we can provide customer service more

m View and pay their bills; efficiently. In the same way that they could with a live

customer service representatives, customers can use

the IVR system to check their balance, pay bills, turn

m  Update contact information; off service and coordinate move-ins or move-outs,
within two minutes or less. Our IVR system yields a
self-service rate that averages 50%, which is higher
than industry standards.

m  Compare water use to neighborhood average;

m Check account balances;
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HIGHLIGHT STORY

Major Accounts Bring Solutions
to Bear for Strategic Accounts

In 2020, our New Jersey Major Accounts Manager
initiated a relationship with Bridgewater Commons,
a local shopping mall within New Jersey American
Water’s service area.

During their initial conversations, the property
management team emphasized their focus on increasing
their water and energy efficiency. New Jersey American
Water leveraged the MyWater platform to improve data
transparency and management while increasing the
efficiency of bill management for over 25 accounts.

CONTENTS

Photo Credit: Bridgewater Commons

New Jersey American Water also initiated collective
billing for these accounts so that the Bridgewater
Commons could better track bills and payments.

Advanced meter infrastructure (AMI) presented

another opportunity for Bridgewater Commons to better
understand opportunities for greater efficiency. The AMI
pilot program for Bridgewater Commons began in 2020,
and Bridgewater Commons and New Jersey American
Water continue to work together towards increased
efficiencies, data management and best practices so
that other customers may benefit from AMI in the future.
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Customer Education

There are many important aspects of water and
wastewater services that we want our customers to

be aware of, including water quality, the effects of aging
infrastructure, climate variability’s impact on water supply
and the need to invest in local water resources and
systems. Our educational campaigns and water efficiency
programs also encourage our customers to learn more
about the ways they use their water and how they can
proactively manage their water use. For example, we
provide additional communication to customers about
preventing and mitigating frozen pipes in the winter, and
enhancing water conservation and efficiency measures in
the summer. For more information on water conservation
and affordability, please see Water Access & Affordability
and Water Use & Efficiency.

We also provide regular communications focused on
increasing public awareness of the true value of water,
which is critical to the sustainability of the water industry
and our capability to deliver water and wastewater
services over the long-term. We also provide customers
with an annual summary of their water quality, known

as the Consumer Confidence Report (CCR). For more
information about CCRs and Water Quality, please see
Water Quality and Emerging Contaminants.

We encourage a regular dialogue with customers
through our Customer Service Center, relationship and
transactional surveys, customer portal, social media,
website, focus groups, open houses, bill inserts and
messages, volunteer events and plant tours.

Customer Feedback

To improve our customer initiatives and experience,

we actively seek feedback from our customers based
on their own experiences. After any interaction, whether
it be with a Field Service Representative, a Customer
Service representative, online or through the IVR system,
our customers have the option to share real-time
feedback through our Pulse Surveys. We share survey
responses with our Field Service Representatives,
managers and employees so that we can reach out to
customers and respond to their feedback as necessary,
demonstrate and reinforce positive interactions and
celebrate successes.

We also regularly engage our American Water Online
Neighborhood for feedback regarding education
materials and other customer initiatives. This online
community is a voluntary panel of American Water
customers who agree to participate in regular surveys.
The program began in 2017 and we periodically refresh
the membership to maintain a highly engaged group.

Water is vital to safe, healthy and
sustainable living, and because
of this, our customers are the
central focus of our business.
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OUR PERFORMANCE

103-3

To guide our strong customer experience strategy, we set
and evaluate customer satisfaction goals each year and
disclose our performance in our Annual Report and other
reporting. We also tie 15% of our incentive compensation
to our performance in customer experience.

Our current target includes achieving “first quartile” in
overall satisfaction, for each utility subsidiary within its
geographic region, as measured by the J.D. Power U.S.
Water Utility Residential Customer Satisfaction Study.
The study measures the satisfaction of residential
water customers of the 90 largest water utilities in

the U.S. and considers six factors to score companies
on a 1,000-point scale: quality and reliability, price,
conservation, billing and payment, communications and
customer service. In 2020, American Water subsidiaries
claimed the top three spots in the Midwest—Large
category for 2020 customer satisfaction.

m 1st Place—lllinois American Water
(Score: 764)—also the first-place winner in 2016

m  2nd Place—Missouri American Water
(Score: 757)—also the second-place winner in 2019

m  3rd Place—Indiana American Water
(Score: 746)—also the first-place winner in 2019

CONTENTS

In 2020, we added approximately
37,800 new customers in the
regulated business through
closed acquisitions and an
additional approximately 14,500
through organic growth. As of
August 1, 2021, we have added
approximately 11,200 water

and wastewater customers
through closed acquisitions and
organic growth in our regulated
businesses and entered into
agreements to add approximately
86,900 additional customers
connections through pending
acquisitions. As we grow, we
continue to uphold our strong
commitment to our customers.

OUR CUSTOMERS

70



Water Access & Affordability

WHY IT MATTERS

1031

Water is a basic human right, and we support the United Nations’ declaration of access to clean water and sanitation

as a human right, regardless of economic status. As a national water utility, we know that our water supply must be safe,
efficient, reliable, accessible and affordable. We consistently achieve affordable water costs that are significantly below
the EPA’s suggested guidance of 2.5% of household income. On average, our customers pay less than a penny per gallon
for the water they use.

OUR APPROACH

103-2,413-1

Our approach to water access and affordability consists of two key strategies. The first is to provide water supply that is
safe, reliable and meets the needs of our customers. The second is to provide affordable water services to customers
while protecting our customers’ right to clean water, regardless of economic status or geographic location. We also focus
on addressing water affordability by maximizing both supply-side and demand-side efficiency. Please see our Water
Infrastructure and Water Use & Efficiency sections for more.
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HIGHLIGHT STORY

H,O Help to Others Program

The H,0 Help to Others™ program provides emergency assistance and grant

funding to customers in certain states, including lllinois, lowa, Kentucky,
Maryland, Missouri, New Jersey, Pennsylvania and Virginia, who would
otherwise not have the resources to pay their bills. Company contributions

and customer donations fund each program, and many states made
additional contributions because of COVID-19. 100% of customer and
corporate contributions go directly to qualifying customers, while American

Water assumes all administrative costs for management of the programs.

In New Jersey and Pennsylvania, customers who qualify for the H,0 Help to Others™ program may also qualify to
receive a water-saving kit that includes a high efficiency showerhead, faucet aerators, a toilet tank diverter and non-toxic

leak-detecting dye tablets. Some of the H,0 help programs also provide educational resources and programs about
managing utility usage and bills. Results have shown that customers who enroll in the program are usually able to start
paying their water and other utility bills in a timelier manner because of the program’s assistance.

Governance

Water is inherently local, and therefore our state
Presidents and the Vice Presidents of Operations,
supported by our Rates and Regulatory Affairs
leadership, are ultimately responsible for assuring
the accessibility and affordability of our water.

Programs

We offer a variety of customer assistance programs

to help our financially challenged or disadvantaged
customers pay for their water services. We offer payment
plans that allow customers to make smaller payments
on their past due balances without penalties. Where
approved by state legislatures or other regulatory
authorities, programs may include one-time emergency
grants, ongoing service charge discounts, rebates for
water-efficient appliances, leak detection kits or free
water-saving devices. We also provide our customers
with educational booklets that encourage water efficiency
improvements in their homes to reduce service costs.

CONTENTS

Low-Income Tariffs
& Grant Programs

Low-income tariffs provide eligible customers with a
discount on their monthly water charges. American
Water has low-income programs in over 75% of our
service footprint across 12 states: California, lllinois,
Indiana, lowa, Kentucky, Maryland, Missouri, New Jersey,
Pennsylvania, Tennessee, Virginia and West Virginia.

In Pennsylvania, for example, qualifying households can
work with community action agencies to receive up to
an 85% discount on their fixed monthly water charges.
In most states, other customers subsidize these
low-income tariffs. Through year-end 2020, 50,862
active customers were receiving direct discounts on
their water bill each month through our tariff program.®

* Includes New Jersey American Water, Pennsylvania American
Water, Missouri American Water, Indiana American Water,
West Virginia American Water and California American Water
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OUR PERFORMANCE

103-3, IFWU-240a.1, IFWU-240a.2, IFWU-240a.3, IFWU-240a.4

Geographic variability can cause significant differences
in the cost of water services. For example, terrain
challenges and low population density, combined with
lower median incomes, can increase water costs as

a proportion of household income. Recognizing these
challenges, we work to balance infrastructure investment
needs with water affordability to limit rate increases

to 3-4% annually. We can also reach this balance by
promoting O&M (Operations & Maintenance) efficiency,
allowing us to increase our infrastructure investment by
$8 for every O&M dollar we save, with no impact on the
cost of water services.

The EPA recommends that water bills stay in the

range of 2% and 2.5% of median household income

for wastewater and water service bills respectively.
American Water’'s average monthly residential water

and wastewater bills are approximately 60% below the
EPA’'s benchmark for water affordability, and we continue
to monitor the number of customers enrolled in our
assistance programs to make sure we are effectively
responding to customer needs.

SASB Code Metric

Average retail water

Residential: $10.24 : Residential: $11.35 : Residential: $11.64

¢ rate for (1) residential, : : :
IFWU-240a.1 @ (2) commercial, and i Commercial: $7.67 : Commercial: $8.30 : Commercial: $8.87
(3) industrial customers Industrial: $3.76  © Industrial: $3.83  : Industrial: $3.94

(per thousand gallons)
: Typical combined monthly : : :
IF-WU-240a.2 : water and wastewater bill : $95.00 : $99.50 : $103.90
: for residential customers : : :

Number of residential

customer water : : :
disconnections for L 76.37% L 71.22% o 71.04%
non-payment, percentage : : :
reconnected within 30 days

IF-WU-240a.3

Number of states with
low-income programs
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Water Quality &

Emerging Contaminants

WHY IT MATTERS

103-1

Maintaining exceptional water quality is key to the safety
of our customers and communities and is a fundamental
aspect of our business. As a consumable utility,
maintaining safe and reliable water quality is essential
to protecting our customers and public health. Protecting
local water sources and being a good environmental
steward also leads to better water quality.

Public awareness and concern for water contaminants
has grown in recent years. In fact, a 2021 environmental
survey found that 56% of U.S. adults worry “a great
deal” about pollutants and contaminants in drinking
water. Contaminants of emerging concern include
chemicals from pharmaceuticals, personal care products,
pesticides, herbicides, endocrine disrupting compounds
and industrial chemicals. Naturally occurring microbes,
such as bacteria, viruses and parasites for which the risk
to the public’s health is not fully understood, are also
considered emerging contaminants. To help protect our
customers and the public from contaminants of emerging
concern, we research the impacts of contaminants on
water supplies, increase public awareness of emerging
contaminants and leverage innovative technology to
effectively manage water quality.

DOWNLOADS

Cyanotoxins \l/
Lead ................................................................... \l/ .
Leglone”a ............................................................ \l/ .
PFAS .................................................................. \l/ .
Pr Owd mg Q ua“t y m Every Drop .................................... \l/ .
10K(page 18) ...................................................... \l/ .

OUR APPROACH

103-2, 413-2, IFWU-440a.3

Although the U.S. government, state governments and
environmental and public health regulators set and
enforce industry standards for water utilities, we surpass
baseline regulations and standards and often go beyond
minimum requirements to earn our customers’ trust and
protect the quality of the water we deliver. We perform
over one million water quality tests per year that help
monitor and control microbial, chemical and radiological
contaminants. Our teams conduct extensive research to
enhance our understanding of emerging contaminants
and their impact on water supplies. Our performance
demonstrates our expertise; the drinking water that we
deliver to our customers routinely meets or surpasses
established standards.

Policies

American Water is subject to federal and state
regulations for our water and wastewater systems

under the Safe Drinking Water Act, the Clean Water

Act, the Clean Air Act and other policies. The company
maintains an environmental program that includes
responsible business practices focused on compliance
with environmental laws and regulations and the effective
use of natural resources. We work with the EPA and other
research organizations to examine the policies that can
help manage water quality issues or challenges.

We have a comprehensive Environmental Policy, which
describes how American Water will conduct business

in a safe and responsible manner that drives regulatory
compliance, protects public health and promotes
environmental stewardship.
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https://s26.q4cdn.com/750150140/files/doc_downloads/esg_docs/Environmental-Policy-06-2021-AW.pdf
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Governance

In 2019, we named our first Chief Environmental Officer,
a position that reports to directly to the COO, whose
responsibilities include oversight of water quality and
emerging contaminants. At the Board level, the Safety,
Environmental, Technology and Operations Committee
assists the Board’s oversight and review of environmental
policies and practices. Through our internal audit
program, our employees audit our operations for

water quality and emerging contaminants and report
findings at least quarterly to the Safety, Environmental,
Technology and Operations Committee.

We have additional levels of responsibility and

leadership through the technical expertise within Finally, our state utility companies are responsible for
our corporate program. We have more than 10 Ph.D.'s managing water quality and emerging contaminants at
on our industry-leading research and development team, the local level. Throughout 2019 and 2020 we expanded
which focuses on identifying new contaminants and our training content to include specific water quality and
developing plans to mitigate and treat any potential compliance training to complement the localized training
threats to water quality. Our corporate Environmental offered to water treatment operating personnel. Based
Leadership, Operational Excellence and Engineering on local regulations, our employees help our states to
teams work together to establish a coordinated make informed decisions concerning water quality. We
strategy and deploy best practices and technologies link employee performance assessments to water

to address these risks. quality through industry comparisons.

HIGHLIGHT STORY

Governor’s Environmental
Excellence Award

New Jersey American Water received the 2020 Governor’s Environmental Excellence

Award for proactive leadership in designing and testing new methods to monitor Per- and
Polyfluoroalkyl substances (PFAS) at the Short Hills Well Station. New Jersey American Water
installed a cutting-edge treatment system that uses anion exchange resins to remove PFAS
from the source water at the Short Hills Well Station, nearly nine months ahead of the PFOA
and PFOS rule implementation by the New Jersey Department of Environmental Protection.
This new technology not only removes PFAS contaminants that are already regulated, but
also has shown the ability to remove shorter-chain PFAS more effectively than granular
activated carbon.
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Key Emerging Contaminants

CYANOTOXINS

What is it?

Toxic substances produced by naturally occurring
microorganisms (also known as blue-green algae).

What are the risks?

Harmful algal blooms resulting from high nutrient levels in water,
can cause negative environmental and public health impacts,
including Do Not Drink orders for drinking water supplies.

How does American Water manage this contaminant?

We deploy a variety of strategies to promote source water
management, including active monitoring, enhanced mixing
technology and ultrasonic algal bloom treatments. We work
with a number of industry groups, including the AWWA Technical
Advisory Workgroup on Cyanotoxins and the Water Research
Foundation on multiple projects that contribute to the latest
research and technology for managing cyanotoxins.

LEAD

What is it?

While lead is not typically found in the water that leaves
treatment plants, contributors such as lead service lines
(LSLs), as well as customer property plumbing containing
lead solder and lead-bearing plumbing fixtures, can cause
lead to leach into water supplies.

What are the risks?

High levels of lead in drinking water pose significant risks to
children and fetuses, including potential developmental issues.

How does American Water manage this contaminant?

We work with state policy-makers and other regulatory
authorities to endorse LSL replacements that protect public
health. At our own facilities, we treat our water and routinely
monitor water quality throughout the distribution system. We
also replace LSLs as per our targeted plan. We educate our
customers and increase public awareness of lead exposure
risks and communicate precautions people can take to minimize
their potential exposure. We also collaborate with other industry
leaders and academia to develop tools to facilitate convenient
LSL identification.

LEGIONELLA

What is it?
While Legionella bacteria are naturally found in soil and water,

high levels can occur in man-made water systems when warm
water stagnates and adequate disinfectants are not applied.

What are the risks?

Legionella pneumophila is the most common cause of human
disease in North America and Europe, with severe cases
(known as legionnaires disease) resulting in death rates
ranging from 2.9-33%.

We recognize the importance of disinfecting drinking water
supplies and treat accordingly. To monitor overall quality
throughout the distribution system, we also conduct regular
water sampling. External funding allows us to lead efforts to
develop strategies for sampling, detection and communications
concerning Legionella and other opportunistic pathogens.

PFAS |

What is it?

Per- and Polyfluoroalkyl substances (PFAS) are a class

of manufactured compounds used in various consumer
products that include perfluorooctanesulfonic acid (PFOS)

and perfluorooctanoic acid (PFOA). PFAS have been detected
at elevated concentrations in both ground and surface waters.

What are the risks?

PFOA and PFOS can lead to toxicity issues and are difficult
to remove from the environment once they are detected.

How does American Water manage this contaminant?

Our cross-functional research group focuses on both internal
and externally funded projects concerning the scientific and
regulatory framework related to PFAS detection and removal
technologies. PFAS treatment is installed at treatment facilities
where PFAS are regulated or applicable.

How does American Water manage this contaminant? |
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Drinking Water

IF-WU-250a.2

To maintain rigorous water quality standards and
customer confidence in our water quality, we use
operational practices that guide our state utilities on
robust water sampling and reporting. For example, the
Vice President of Operations in each state confirms
and reports on the collection of drinking water samples
each month to their respective state President and the
Director of Environmental Compliance and Stewardship.

We work diligently with local communities, customers and
organizations to reduce the potential health risks of lead
exposure in drinking water. Our goal is to work with the
communities we serve to replace a significant majority of
presently known LSLs in most of our service areas by the
end of 2030. For future acquisitions, we will work with
local communities as part of the acquisition process to
set appropriate LSL removal goals for those systems.

Our current estimates show that less than 5% of the
utility-side service lines within our regulated service
territories are, or contain, lead portions. Several water
industry organizations advise replacing the entire service

HIGHLIGHT STORY

Prairie Grasslands Help
Improve Water Quality

In 2020, Indiana American Water collaborated with organizations including

the U.S. Fish and Wildlife Service and the Indiana Department of Natural
Resources to plant more than 18 acres of prairie grasslands. Prairie
grasslands include native flowers and grasses and have longer roots

than common grass, which helps to reduce storm water runoff and remove
harmful nutrients and bacteria. While also improving water quality, prairie
grasslands also attract endangered pollinators and supply additional pollinator
food. In fact, the Pollinator Partnership recognized Indiana American Water’s
contributions to pollinator conservation through this project, and Indiana

line rather than just the affected portion, and we align our

approach with this recommendation, regardless of whether

lead is found on the company or customer portion of the
service line. This strategy is also consistent with the
revised 2021 version of the EPA’s Lead and Copper Rule.
Additionally, we collaborate with 27 other national public
health, water utility, environmental, labor, consumer,
housing and governmental organizations through the

LSL Replacement Collaborative to accelerate the full
removal of lead pipes that deliver drinking water to
American homes.

We supported legislation in both Pennsylvania and New
Jersey regarding LSL replacement. Legislation included
PA Act 120: Inclusion of Lead Service Line Replacement
into Rate Base. And In July 2021, New Jersey’s Governor
signed the Lead Service Line Replacement Bill that
includes O&M expense costs and interest accrued on
customer-owned lines as recoverable items. We have
supported and gained approval to recover the cost of
the full LSL replacement, which includes the customer’s
portion of the line, in lllinois, Indiana, Missouri, New
Jersey, Pennsylvania, Virginia and West Virginia. For
more information about our policy work, please refer

to Policy Influence.

American Water plans to continue similar projects in the future.
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We never forget that at the end of
every water pipe there’s a family
depending on us to provide life’s
most critical need. That every
treatment plant serves as a
barrier against potential disease.
And that every community should
be stronger because we are there.

To help us go beyond baseline expectations for water
quality, we also participate in the EPA's Partnership for
Safe Water. This voluntary program requires participants

to meet stricter goals for protection against microbial
contamination through treatment optimization. We received
the following recognitions for our accomplishments:

= In 2020, we received 28 Partnership for
Safe Water awards, demonstrating the higher
standards met by our surface water treatment
plans and our commitment to continuous
performance improvement.

m  Two of our plants at Pennsylvania American Water,
the Clarion Regional Treatment Plant and the
Norristown Water Treatment Plant, received the
Five-Year Presidents Award in recognition of
rigorous performance requirements.

m 26 plants received recognition for maintaining Phase
Il Directors Award status for 20 years. Two plants
received recognition for maintaining the Phase |l
Directors Award for Distribution System Operations
status for five years, and one plant received
recognition for maintaining Phase Il certification
for five years. Directors Awards recognize long-term
achievements of consistent high-quality performance
and commitment to optimization.

American Water’'s Research and Development

(R&D) program differentiates us from our peers,
with in-house scientific and engineering experts who
routinely interact with and maintain relationships with
external governmental, industry and environmental
groups, including the EPA, CDC, AWWA, the American
Public Health Association (APHA) and the Water
Environment Federation (WEF). We also have a long-
standing partnership with St. Louis University and
collaborate on new research within the newly formed
WATER (Water Access, Technology, Environment and
Resources) Institute.

Drinking Water Regulations

We are actively involved in shaping regulations for the
drinking water industry. In the states in which we operate,
we meet with regulators to assist in policy drafting and
guidance, and we have regular communication with policy
makers concerning drinking water regulation and policy.

Under the Safe Drinking Water Act, our Central Laboratory
and water systems were heavily involved in the Fourth
Unregulated Contaminant Monitoring Rule (UCMRA4).

Prior to the sampling campaign’s completion in December
2020, we certified the lab to test contaminants under this
rule. We are already looking ahead to Fifth Unregulated
Contaminant Monitoring Rule (UCMR5) which will include
sampling from 2023-2025.

American Water representatives are also members

of multiple AWWA technical advisory working groups,
including the Safe Drinking Water Act Processes and New
Contaminants group. This working group contributes to
PFAS detection and regulatory strategies, one of the most
rapidly changing landscapes in the drinking water industry.
We also work with a number of organizations, including
the CDC and the Water Research Foundation, to better
understand issues related to PFAS and public health.

We post federally required annual Water Quality Reports,
also called Consumer Confidence Reports (CCRs), to
provide our customers and other stakeholders with
information regarding our compliance with regulations
and water quality. CCRs also include additional details
about where our customers’ water, such as where it
comes from and information about the importance of
protecting drinking water sources. To view our Water
Quality Reports, please visit our website.
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Technology

Since its inception over three decades ago, our
industry-leading research and development team

has leveraged state-of-the-art technologies at our Central
Laboratory to quickly identify threats to our water supplies,
act on emerging regulations or new health advisories and

evaluate the benefits of new and advanced treatment

technologies. Over half of our research and development

team includes scientists with Ph.D.’s in chemistry,
engineering or microbiology. Our in-house expertise and

strong relationships with external stakeholders, including

governmental, industry and environmental organizations
differentiates us from our peers.

Our team’s achievements allow us to stay ahead

m  Occurrence of Legionella in reclaimed water;
= Nitrosamine occurrence survey;

m  Development of a Biofiltration Guidance Manual for
drinking water facilities;

Impact of biofiltration on nitrosamines and
its precursors;

m  Role of novel organisms in remediation of emerging
contaminants in wastewaters;

= Natural and anthropogenic sources for
nitrosamines precursors;

m  Sources, chemistry, fate and transport of chromium
in drinking water;

m  Methodology for assigning pathogen removal credits

of new regulations by identifying and controlling new
contaminants of concern before mandatory practices
are in place. We also participate in a number of Water
Research Foundation projects related to contaminants
of emerging concern, water scarcity challenges,
operational optimization and cost-effective treatment

to desalination intake wells;

Establishing pathogen log reduction credits for
wastewater treatment plants; and

Optimization of ozone-biological activated

or mitigation strategies. Some examples include:

CONTENTS

Investigation of treatment alternatives
for short-chain PFAS;

Sources and fate of taste and odor
causing compounds;

Management of emerging pathogens including
Legionella in distribution systems and
premise plumbing;

Developing frameworks for customer messaging
on emerging pathogens including Legionella in
plumbing systems;

carbon (BAC) treatment processes for potable
reuse applications.

Advanced technologies, such as AMI and machine
learning, as well as integration of our asset/work
management systems, water quality complaints and
water quality analytical data, increases the quality and
efficiency of our monitoring processes. This allows us to
quickly respond to any concerns across our infrastructure
network. We use Geographic Information System (GIS)
software through WaterSuite to collect information about
potential sources of contamination from multiple data
sources and consolidate information into a single
database for a defined area of interest.
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Source Water Management
IF-WU-140b.2

Despite our strong risk prevention and management
practices and programs, upstream pollution sources,
such as industrial discharges, urban storm water
runoff and algal blooms, can lead to increased risk of
contamination, which can affect public health and the
environment. We regularly test water samples across
the country and use online sensors to monitor our

source waters for indicators of harmful contaminants.

Protecting surface water sources against potential
contaminants from upstream water supplies is also
critical to maintaining water quality. In 2020, we
implemented an updated Source Water Protection
Practice for Surface Water Sources, expanding on
our existing practices to incorporate Source Water

HIGHLIGHT STORY

Environmental Near

Miss Program

In 2020, we launched an Environmental Near Miss (ENM) program. ENMs are
issues related to water quality, environmental compliance or stewardship that

Protection Plans that identify proactive actions to
mitigate potential risks to drinking water sources that
in many cases go beyond regulatory requirements.

Our extensive surface water monitoring system is
equipped to measure parameters such as pH,
conductivity, temperature, oxidation-reduction potential,
dissolved oxygen and organics in water. Each surface
water system is developing a water quality baseline that
will help alert our teams to detected anomalies in the
water. Some of our larger systems have more advanced
laboratory analytical equipment available on-site that is
capable of detecting specific contaminants at low levels.
We also collaborate with other utilities and organizations
to enhance overall monitoring capacity throughout large
river networks. If a potential contaminant is identified,
we have contingency plans in place at all of our surface
water plants to minimize the risks and potential impacts
of contaminated drinking water.

had the potential to affect public health or result in an environmental concern
and were identified and corrected prior to violating any regulatory requirements.
Areas for potential ENM events include chemical delivery and storage, drinking
water source and treatment issues, sample collection, analysis and reporting,
distribution systems and general environmental risks.

We empower and encourage all of our employees to report ENMs. Reporting
and investigating ENMs allows us to identify problems and correct them
before negative consequences occur, and we share our findings across the
organization so that we can avoid potential problems elsewhere. During the
initial six months of the program, more than 150 ENMs were submitted.
The ENM program advances accountability for environmental leadership.
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OUR PERFORMANCE

103-3

We use a number of different indicators to drive our industry-leading water quality and environmental performance.
We focus on both leading and lagging indicators to evaluate our environmental performance, including:

= Leading indicators: internal audits, peer-to-peer reviews, training, adherence to scheduled maintenance, advanced
data analytics; and

= Lagging indicators: MCL (Maximum Contaminant Level) exceedances, tracking of Health Advisory Limit exceedances
and meeting regulatory limits.

To measure and evaluate our drinking water quality and management, we compare our performance against the industry
average for drinking water compliance indicators, including an annual Notice of Violation (NOV) target. This target is part
of our company-wide Annual Performance Plan and requires us to provide drinking water quality that is at least 20 times
greater than the industry average.

We also receive industry recognition through water quality awards from state and federal regulators and industry
organizations for compliance with drinking water standards.

Metric 2018 2019 2020

U.S. systems in violation : 17,499 17,741 17,700

U.S. Drinking

Water Industry U.S. total systems 50,132 50,063 49,790
Percentage 35% 35% 36%
American Water systems 326 335 382

Theoretical number of : : :
systems with NOVs (based : 114 119 136
on U.S. percentage) : : :

American

Water T e
American Water systems
with drinking water NOVs!Y! 10 6 °
Times better than rest 11 20 14

of water industry

1 Drinking Water NOVs include: acute health based, non-acute health based and non-health based violations. Metrics provided exclude
new systems acquired in the same year and third-party violations. NOVs are counted in accordance with established practices.
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Upper Delaware near Buckingham, PA

HIGHLIGHT STORY

Source Water Protection Week

In 2020, we hosted our first annual Source Water Protection Week to promote education and awareness around
watersheds and environmental issues. The inaugural event realized great success, with six live events and over 7,000
hours of collective training for employees to learn more about environmental leadership and source water protection at
work and at home. We covered a wide range of topics on source water and the environment, including watershed basics,
responding to spills and other events and emerging issues and technologies. Employees engaged in live interactive Q&A
on these topics and contributed suggestions on how to get involved and educate the public on environmental issues.
We also recognized employees who went above and beyond in their communities to protect water supplies as our own
Source Water Champions. We look forward to continuing and expanding this program in future years.

HIGHLIGHT STORY

Source Water Protection in
the Delaware River Basin

The New Jersey Department of Environmental Protection is in the process of developing a state drinking water standard
for 1,4-dioxane, a synthetic industrial chemical present in paint strippers, dyes, greases, antifreeze and aircraft deicing
fluids, as well as some consumer products including deodorants, shampoos and cosmetics. When the South Region team
of New Jersey American Water learned 1,4-dioxane threatened their region’s water, teams from Engineering, Production,
Water Quality, Legal, External Affairs and Government Affairs began an intense weekly sampling regimen to better
understand the source of the contaminant and its impact on the region’s water.

As of December 2020, our teams have coordinated over 400 samples spanning 200 river miles in the Delaware River
Basin. We have also formed a multi-state and multi-agency working group to address the issue and find the source of
the contaminant. As a result of the diligent sampling conducted by our teams, New Jersey American Water was able to
optimize treatment and achieve a significant decrease in 1,4-dioxane levels in the treated water.
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Water Infrastructure

WHY IT MATTERS

1031

To safely deliver water and wastewater services to our customers, adequate infrastructure must be in place to support
these services. Across the U.S., there are many examples of water and wastewater infrastructure that has fallen into
disrepair due to a lack of funding for upgrades and replacements.

The American Society of Civil Engineers’ (ASCE) U.S. water infrastructure report card provides insight into the
current state of the country’s water and wastewater infrastructure and underscores the need to maintain adequate
infrastructure. The ASCE’s most recent report card in 2021 gave the U.S.’'s water infrastructure a C-grade and
wastewater infrastructure a D+ grade. The latest water infrastructure grade represents a modest improvement from
a D+ in 2017, while the wastewater infrastructure grade remained consistent. For the first time, the report card rated
storm water infrastructure, which received a D grade.

These scores demonstrate the ongoing need for infrastructure investments that promote efficiency improvements and
increases reliability. Looking ahead, we know that climate change will have a significant impact on water infrastructure
across the U.S., underscoring the importance of upgrading infrastructure to maximize resiliency and mitigate intensifying
climate change impacts.
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OUR APPROACH

103-2

We strive to balance infrastructure needs with water
and wastewater affordability by consistently making
infrastructure investments that will minimize significant
risks and maximize benefits to our customers. Our
comprehensive planning process uses a long-term,
risk-based and comprehensive approach to evaluate
the capacity, condition and performance of our water
and wastewater systems. When evaluating our assets,
we evaluate risks related to water pressure; water
quality; regulatory compliance; system capacity;

water main leaks and breaks; sewer system inflow,
infiltration and overflow events; and overall system
reliability and resiliency.

We conduct numerous comprehensive planning
studies (CPS) and asset management plans (AMP)
annually, and we evaluate systems on a rotating basis
by priority, resulting in a prioritized capital improvement
plan for each system. The combined CPS and AMP
process includes:

m Evaluating the availability of our water supplies
and system capacity against the projected growth
of customer water usage;

m  Assessing our water treatment performance against
projected changes to water quality regulation and
significant emerging contaminants;

m Evaluating the capacity and treatment capabilities
of our wastewater systems; and

m  Evaluating the condition and performance of
our assets.

We make annual capital investments over $1.6 billion
per year towards upgrading and expanding our installed
asset base, totaling over $25.6 billion in book value.
Our investments increase annually as we work to fix
leaks, improve water quality, safeguard consistent
water supply and maintain regulatory compliance
across our water and wastewater systems. In the
past decade, we have significantly increased our
infrastructure investment budget, totaling over

$12.7 hillion of regulated investment. We expect

the need for significant infrastructure investment to
grow, and over the 2021-2025 period, we expect

to invest approximately $10.3-$10.5 billion in our
regulated footprint with approximately $8.9 billion,

or 85%, dedicated to regulated investments.

We attribute the need for increased infrastructure
investments to several factors, including our growing
footprint, aging infrastructure and increased climate
change volatility. We leverage advanced climate models
and forecasts to evaluate our risks and opportunities
for increasing the resilience of our assets. For more
information, please see Climate Variability.

We have a strong record of operating and maintaining
distribution and treatment infrastructure, which can
foster greater community resiliency for residents and
businesses and boost economic development. Our
reputation also allows us to grow our business through
acquisitions of both municipal and private water and
wastewater systems. Additional capital investments
into the infrastructure of our acquisitions helps acquired
systems increase compliance with regulatory standards
and meet our own internal best practices for adequate
and resilient infrastructure.
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HIGHLIGHT STORY

Scranton, Pennsylvania Wastewater
System Upgrades Enhance System
Quality & Reliability of System

In 2016, Pennsylvania American Water acquired the
Scranton Wastewater System. At the time of acquisition,
the system that needed improvements mandated by

an EPA consent decree, in addition to normal capital
investment and recurring maintenance projects.
Pennsylvania American Water has since taken assignment
of the consent decree and established a corrective action
plan in partnership with the EPA that includes targeted
investment over the course of several years.

In 2019, Pennsylvania American Water invested
$10.6 million and installed a 1.34-million-gallon
equalization tank at a combined sewer outfall along
Prescott Ave. in Scranton, PA. The outfall project
was a part of the long-term corrective action plan
to meet the requirements of the consent decree.

CONTENTS

Prior to the project’s completion, the number of
overflows into the adjacent waterways would routinely
exceed the amount permitted. After project completion,
the number of overflow activities during a typical
precipitation year decreased from 45 to two.

In 2020, to meet compliance with the long-term control
plan, Pennsylvania American Water also invested

$7 million and installed a 700,000-gallon storage tank
at the Washburn Street outfall to reduce the number

of overflow events into the Lackawanna River. Prior to
the new storage tank, the outfall averaged 57 overflow
events during a typical precipitation year. Following the
completion of the project, the number of potential events
decreased to six—well within the permit’s requirements.
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Policies

Our Capital Program Management and Asset
Management Policies guide American Water’s approach
to infrastructure investment. Our Vice President of
Engineering is responsible for activities related to

these practices, with executive oversight from our Chief
Operational Excellence and Safety Officer and COO. The
policies include several supporting practices that work
together to better inform our risk and asset management
decisions, improve access to complete and accurate
data and minimize life-cycle costs across the enterprise.

= Capital Program Management Practice: Serves as
the primary governance document for capital program
management governance, budgeting and reporting.

m Asset Planning Practice: Helps confirm that asset
planning programs and investment strategies are
in place to facilitate informed capital investment
plans aligned with our mission and goals. Provides
additional guidelines for assessing and prioritizing
water and wastewater systems according to
investment needs, as outlined in the 10-year
outlook within our capital plan.

m Capital Project Delivery Practice: Guides and
governs the actual implementation of projects,
design, bidding and construction efforts.

m Asset Risk Assessment Practice: Provides
guidelines and key activities for defining, prioritizing
and managing risk within all asset management
and capital investment processes, with a focus
on high-risk assets.

m  Asset Maintenance Practice: Establishes a
risk-based maintenance strategy for water
production, wastewater pumping and treatment
equipment across all facilities.

m  Asset Control Practice: Supports core business
requirements and enables rapid response to
data requests by requiring timely and accurate
asset data creation and maintenance in our data
management systems.

CONTENTS

Governance

Our regulated state utilities develop annual capital
business plans based on identified needs through CPS
and AMP work. The state utilities’ Board of Directors
must approve the annual plan for the relevant state utility
before American Water’s Board of Directors approves

the consolidated plan each December. After the Board
approves the plans, state utilities and the American Water
Capital Program Management Committees (CPMCs)
oversee their implementation by our state engineering
teams. Each state’s CPMC includes the state President
and program managers for engineering, operations and
finance. The enterprise-wide American Water CPMC
includes our COO, CFO, Vice President of Engineering

and Director Engineering-Enterprise Capital Program.
Each of these cross-functional committees meet on

a monthly basis.
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HIGHLIGHT STORY

Missouri American Water Upgrades
Rogue Creek Wastewater System

Due to concerns voiced by the Missouri Department of Natural Resources, Rogue Creek residents and Missouri
American Water, Missouri American Water acquired the Rogue Creek Wastewater System in 2018. Following the
acquisition, Missouri American Water completed significant reliability and renewal projects within the Rogue Creek
wastewater system. The $350,000 investment in new sewer lines, safety systems and new electrical equipment
realized improvements in customer satisfaction, employee safety and environmental compliance and operational
efficiency. Throughout the construction process, Missouri American Water pumped and hauled waste to an adjacent
treatment facility, preventing service disruptions and minimizing potential customer impacts.

“When a water or sewer system has been neglected and under-invested
in for years, as was the case in Rogue Creek, it usually needs quite
a bit of work to get it back into compliance and running properly. We
are proud that Missouri American Water can help struggling systems
improve their safety and reliability while keeping rates affordable
due to our strong technical expertise and economies of scale.”

DEBBIE DEWEY, PRESIDENT OF MISSOURI AMERICAN WATER



Assessing Infrastructure Risks

We consider several factors to determine the priority
of our infrastructure investment decisions. These
factors include:

= Regulatory requirements and compliance;

= Employee and public health and safety;

m Likelihood and potential consequences
of an asset failure;

m  Customer service improvement and maintenance; and

m  Operating and maintenance efficiency and
associated costs.

We use standardized risk-based prioritization models
to categorize infrastructure investments across our
systems. Although our aboveground and buried
infrastructure require different approaches to risk
assessment, we routinely evaluate our infrastructure
based on capacity, condition, performance and the
impacts of failure. For pipelines, we also consider
additional factors, such as the age and material of
pipe, distribution system pressure, soil conditions
and water quality.

CONTENTS

The America’s Water Infrastructure Act (AWIA) of 2018
requires us to complete detailed risk and resiliency
assessments (RRAs) and mitigation plans across all

of our public water systems serving populations over
3,300. We use the guidance provided by the AWWA J100
standard to take an “all hazards” approach to identifying
and mapping the key risks across our business. This
approach incorporates various risk scenarios into our
assessments, such as extreme weather and climate
variability, source water contamination and malevolent
threats. Climate variability is also an important part of
our risk framework. For more details, please read the
Climate Variability section of this report.

Through 2020, we completed RRAs for 71 of our water
systems, covering 80% of our service areas. In 2021,
we plan to conduct an additional 73 assessments for
our smaller systems and our MSG and Contract Services
Group (CSG) locations. In accordance with the AWIA, we
will update our risk assessments every five years.

We also use our risk mapping tool to assign an overall
risk rating to our facilities and critical infrastructure,
helping us better understand our overall operations’ risk.
These risk ratings help inform our future infrastructure
investment decisions and secure the proper level of
maintenance for our assets.

INFRASTRUCTURE

89



Enterprise Security Risk Management

As a company that provides water and wastewater
services, the protection of our facilities, technology
systems and customer and employee information is
a top priority and focus. Our goals and focus of our
program are:

m  Safeguarding the cybersecurity of our operational
technology and business systems;

m Safeguarding the physical security of our employees,
facilities and assets;

= Maintaining compliance with security and data
privacy regulations; and

= Providing support and leadership to our operations
teams in emergency response and business
continuity activities.

Our security team conducts regular internal security
reviews and collaborates with the Department of
Homeland Security on external security assessments.
We use the results to develop improvement initiatives
and further enhance security controls of company assets
and systems. Central to our protection model is our
advanced 24/7 Integrated Operations Center. The
Integrated Operations Center monitors American Water’s
security and technology systems; continuously tracks
weather alerts, security threats and intelligence; and
serves as a key collaboration point for operations,
leadership and functional teams.

Emergency Response Plans

Each water and wastewater system (regulated and
MSG/CSA) maintains an Emergency Response Plan
(ERP) to help respond to a wide variety of potential
emergencies, such as power outages or natural
disasters. Our ERPs also address the potential impacts
of increased climate variability and extreme weather due
to climate change. In accordance with bioterrorism laws
and for the safety and security of our water systems
nationwide, these plans remain confidential.

We use a high-speed mass notification system,
CodeRED, to keep our customers informed about any
water-related emergencies, risks or threats that might
occur. We notify our customers through automated phone
calls, text messages and emails, and we provide alerts
on our website with a map of the affected area. For more
efficient and effective communication, we encourage our
customers to confirm or update their contact information
through our web self-service portal.

In 2019 and 2020, operations across the enterprise
began updating their ERPs to utilize a more standardized
approach based on EPA and Federal Emergency
Management Agency guidance. The Physical Security
and Preparedness team worked with our Operations
teams across the business to conduct emergency
response exercises, test and enhance ERPs and conduct
on-site staff training to support proper execution of the
ERPs, if needed.

In 2019, we conducted 45 drills at facilities across our
service areas. In 2020, we increased our goal to conduct
60 exercises per year across our footprint. However, we
suspended our emergency response drills for several
months due to COVID-19. As a result, we were only able
to conduct 14 virtual drills in 2020. Our goal for 2021 is
to resume planning and facilitating exercises in person.
However, until it is safe to do so, we will continue to
host virtual exercises. As we identify new risks, we

will incorporate new risk mitigation exercises into our
emergency drills.
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HIGHLIGHT STORY

AMI Metering Transforms
Pocono District

Pennsylvania American Water’'s Pocono district was the
first district in Pennsylvania American Water to pilot
Advanced Metering Infrastructure (AMI) meters across
their system. The district consists of approximately
4,500 homes, many of which lie vacant during the winter
months while their seasonal residents are away. The
harsh local winter conditions often caused frozen or
burst pipes in unoccupied homes. These events not only
caused damage for homeowners, but also adversely
affected water supply and storage across the entire
district. To mitigate this issue, the local Pennsylvania
American Water team proposed the use of smart meters
to track usage data with greater accuracy and frequency.

Consistent data collection allows for better tracking of
changes in water use patterns, especially during the
offseason. The Pocono service team analyzes the more
detailed usage data from the AMI meters and engages

CONTENTS

with customers to make them more aware of significant
changes in water use patterns in an effort to identify
potential leaks or burst pipes. Local team members say
the positive impact on the district has been immense.

“The ease of transfer to the new AMI meters has been
seamless,” said George Smidhum, Senior Supervisor
of Operations at the Pocono Water District. “We have
gone from reactive to proactive with respect to
identifying meter issues and correcting them before

a route is read.”

“From a customer service standpoint, it has totally
transformed our interactions with the customer,”
said Smidhum. “We feel we are truly helping them
out, the customers are grateful and our team’s
morale has improved.”
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Infrastructure Digitalization

We utilize technology throughout our business to assess
the overall condition of our infrastructure and monitor
system performance. We deploy a variety of sensor
technologies, both invasive and non-invasive, to help
evaluate and monitor the integrity and performance

of our infrastructure. We remain focused on the
digitalization of our processes and equipment
throughout our asset base and within our operations.

Through digitalization, we efficiently gather and leverage
information to better understand our infrastructure and
make proactive and effective investments. For example,
acoustic monitoring equipment helps our teams identify
and locate leaks in water distribution pipelines before
they become potentially catastrophic breaks. We use
hydraulic models of our pipeline networks in scenario
planning to identify and address potential problems in
our systems, such as inadequate pressures and reduced
fire flows. We use thousands of sensors and instruments
to monitor the condition and performance of equipment
at our treatment plants. These instruments alert facility
personnel of necessary operational adjustments,
maintenance, rehabilitation or replacement.

AMI is another tool helping us achieve digital
transformation. Also known as smart metering,

AMI provides American Water with automated near
real-time data on water usage and system conditions.
Where deployed, our customers use AMI data to better
understand their water use and make behavioral changes
to improve their water efficiency. We also use this
information to help us proactively identify leaks sooner,
reducing water loss and potential system interruptions.

AMI data also provides our teams with live alerts such
as high, low or no flow and other valuable insights into
the condition and overall health of our infrastructure. As
we increase our deployment of the technology, we will be
able to use historical data collected through AMI to refine
our hydraulic models and improve system efficiency and
water quality.

CONTENTS

Integrated Data Management

As part of our digital transformation, we are in

the process of transitioning to an integrated data
management system, which will serve as our single
source of key operations data going forward. This
system will collect both historical and live data from
AMI and other sources and will be accessible from

a single platform. Consolidating our data to a single
platform will provide standardized reporting across
our operations, featuring customizable data dashboards
populated with live data. Going forward, the platform
will facilitate the use of data analytics to make robust
data-driven decisions.
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HIGHLIGHT STORY

New Jersey American
Water START Program

In 2020, New Jersey American Water announced the
Solutions Today and Reinvesting Tomorrow (START)
program, which aims to accelerate capital investments

in water and wastewater infrastructure while creating
and sustaining thousands of jobs. Key components of
the program include:

= Water and Wastewater Infrastructure Investment
Program (WWIIP): A new proposal that would
require regulatory or legislative approval, which
would speed up capital investment in water and
wastewater systems. WWIIP has the potential
to generate $100 to $150 million in new capital
investments and create 1,500-2,000 jobs.

m Accelerate the Wastewater System Improvement
Charge (WSIC): Similar to Distribution System
Improvement Charge (DSIC), WSIC instead covers
wastewater collection system assets.

= LSL Replacement Legislation: This legislation,
signed by the Governor in July 2021, addresses
health and safety concerns related to LSL
replacements by allowing water utilities to
receive full cost recovery for the replacement

CONTENTS

of the LSL (street to home) in addition to the
company owned portion of the line. Replacing LSLs
in conjunction with main replacements or relocations
is cost-effective, efficient and a reasonable way to
continue infrastructure renewal projects.

= H,0/Affordability Programs: Expands on
New Jersey American Water’s existing H,0 and
other water affordability programs by increasing
eligibility and accessibility updated qualifications
and requirements.

= Expanded Supplier Diversity Programs: New Jersey
American Water will expand supplier diversity efforts
by increasing its partnerships with diverse
businesses in New Jersey.

m Develop a New Workforce Employment Initiative
(Apprentice Program): Increase awareness of
water and wastewater careers by working with the
Governor’s Office/Department of Labor and the
NJ Council of Count Vocational-Technical Schools.

For more information, please visit New Jersey American
Water’s website.
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Economic Impact

Our capital infrastructure investments can generate
significant economic benefits to local and regional
economies; both directly through our initial spend

on a capital project and indirectly through the broader
economic effects of our infrastructure investments.
Our ongoing operational and capital expenditures help
generate these economic impacts on an annual basis.

We closely monitor the number of jobs created as a
result of our capital expenditure. According to the U.S.
Water Alliance, approximately $1 million of infrastructure
investment can create 15 high-paying local jobs. Based
on our total five-year capital plan of approximately
$10.4 billion, we have the potential to create over
156,000 direct and indirect jobs in the communities

we serve.

Connecting With Customers

We recognize that while infrastructure investments
are critical to long-term system reliability and quality
service, projects can be disruptive to the communities
in which we work. For example, projects involving
buried infrastructure can impact road conditions

and traffic patterns. Whenever possible, we try to
coordinate with municipalities and other utilities to
align our projects with the timing of other projects and
programs. We also evaluate and grade every portion
of pipe within our distribution so that we can package
pipeline replacement into other projects and minimize
disruption. As necessary, we conduct proactive
stakeholder engagements, such as meetings or other
communications, to provide local communities and
residents with additional information about a project.

As part of our ongoing infrastructure investments, we
continue to work with our customers to replace LSLs
throughout our service areas. For more details on our
LSL replacements, read the Water Quality and Emerging
Contaminants section of this report.

OUR PERFORMANCE

103-3, IFWU-140a.1, IFWU-450a.3

We measure our water infrastructure performance
by measuring our water main replacement rate
and the number of unplanned service disruptions.
These indicators help inform decisions about
future pipe replacement needs and support for
regulatory mechanisms.

Despite increasing climate variability and frequency

of extreme weather events, the number of unplanned
service disruptions and main breaks per mile has
steadily decreased since 2018. In 2019, we experienced
0.22 breaks per mile, a nearly 25% decrease from

the previous year. In 2020, our main breaks per mile
decreased an additional 10% down to 0.20 main

breaks per mile.

In 2019, we replaced 0.75% of our water mains, equating
to a replacement rate of 133 years and an improvement
of more than 21% from the previous year. In 2020, the
replacement rates remained consistent; we replaced
0.76% of our water mains, equating to a replacement
rate of 135 years. Since 2015, our pipe renewal rate has
averaged an approximate 145-year replacement cycle.

We have a long-term goal to achieve a 100-year pipe
replacement cycle, compared to the current industry
average of approximately 185 years.
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Climate Variability

WHY IT MATTERS

103-1

Our ability to provide the safe and reliable delivery of water
and wastewater services is inextricably linked to climate
change. Over the past 20 years, the U.S. has seen
significant increases in the intensity and frequency of
extreme weather events including hurricanes and wildfires.
In 2020 alone, a record humber of hurricanes and the
largest wildfires in recorded history produced $95 billion
in damages. These events and other climate change
impacts, such as sea level rise and saltwater intrusion,
have direct and devastating impacts on the communities
we serve and test the resilience of our infrastructure.

Infrastructure may be particularly vulnerable to the
effects of climate variability if it is aging, in poor
condition or designed based on historical environmental
conditions. Vulnerable infrastructure can lead to
contamination or service disruptions for our customers.
To avoid these negative impacts, American Water

must leverage effective risk management and strategic
planning to increase the resilience of infrastructure.
When we invest in the resiliency of our systems, we are
also investing in the communities we serve, which is
essential to meeting our customers’ needs and providing
clean, safe and reliable water and wastewater services.

OUR APPROACH

103-2

Our state utilities operate across different regions in

the U.S., requiring us to account for variations in climate
change impacts based on geography. For example,
California American Water has undertaken significant
risk mitigation and minimization approaches in response
to increased wildfire intensity and frequency, whereas
coastal communities are starting to feel the impacts

of sea level rise. Other areas, like the Midwest, face
risks of intense droughts that may affect water supply.
When such issues arise, we implement our emergency
management plans to effectively address climate-related
issues, which often includes coordinating with local
municipalities and emergency managers.

We integrate climate change into our Asset Investment
Strategy to better prepare and protect our water and
wastewater utility infrastructure for the future. We utilize
historical data, available climate modeling tools and expert
reports to predict and manage our expected climate
change risks and impacts. We pay particular attention to
groundwater supply depletion from climate-related impacts
and work to identify any aquifer impacts as early as
possible. Our groundwater models assist our monitoring
efforts so that our withdrawals match aquifer recharge
rates. We also focus on community resilience to extreme
weather events while sharing our findings and best
practices with the industry.

Adapting our systems to be more resilient in the face
of increased climate volatility enables us to protect
the viability, integrity and resiliency of water supplies
and infrastructure around the country. As the risks
associated with our changing climate increase, we
continue to evolve our approach to identify solutions
that improve our management of related risks for the
communities we serve.

DOWNLOADS

S

Utility Resiliency Index One-Pager
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HIGHLIGHT STORY

California American Water’s
Wildfire Preparedness

Preparedness is key to maintaining operations during any natural disaster. Following a string of devastating fires

in recent years, California American Water has been working with American Water to safeguard worksites and water
infrastructure against future wildfire risks. This includes developing evacuation plans for employees and their families,
as well as clearing out overgrown grass and vegetation that could serve as fire fuel on company properties. American
Water also helped to provide all districts within the state with the needed technology and tools to continue to operate
during natural disasters, including back-up power and secure communication channels.

The ability to administer uninterrupted operations during natural disasters does not happen by accident, and we
applaud California American Water’s planning and preparation to increase the resilience of its operations from wildfires
and other risks.
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Policies

Our Capital Program Management Policy is our primary
practice that guides our infrastructure investments.

The practices under this policy require us to assess
specific risks from climate change and implement
appropriate mitigation and adaptation strategies within
the comprehensive asset planning process. For example,
we use different climate-related baselines, such as
500-year flood elevation, when designing new facilities
and infrastructure.

In 2020 and 2021, we updated our Capital Program
Management Policy and supporting practices. As part of
these updates, American Water is integrating a software
system to track and manage our capital investment
projects. This new software will help standardize and
improve our capital management programs and reporting
across the entire business. For more details on recent
updates to our Capital Program Management Policy, please
refer to the Water Infrastructure section of this report.

We also adopted a new Well Testing Practice in 2020
to standardize our testing and data collection efforts.
The new practice outlines our approach to periodic
testing and maintenance, and creates an optimized
maintenance schedule for each well in our system.
Going forward, the Well Testing Practice will help
improve and expand conservation and efficiency
measures to preserve sustainable well yields and
improve well efficiency over time.

Governance

Our Chief Operational Excellence and Safety Officer,
along with our Chief Environmental Officer, who both
report to our COO, have ultimate accountability for
American Water’s approach to adaptation and mitigation
strategies associated with climate change. Climate
change is a global issue with local implications;
therefore, our state Presidents also hold responsibility
for our performance.

Our Board of Directors’ Safety, Environmental, Technology
and Operations Committee receives, reviews and
discusses with executive management quarterly briefings
on risks from natural hazards, such as drought and loss
of supply due to extreme weather events and natural
disasters. The Safety, Environmental, Technology and
Operations Committee monitors and reviews operational
risk exposure, mitigation strategies and processes for
assessing business continuity risks, including asset
hardening, resiliency and contingency plans. This
includes climate-related risks such as more frequent
extreme weather events and increased severity of natural
disasters, and the resulting resiliency investments and
efforts. Operational risks cascade up from the company’s
management and its Enterprise Risk Management
Committee to the Audit, Finance and Risk Committee
and the Board.

For more information on American Water’s climate
change governance and mitigation efforts, please refer
to American Water’s TCFD index and CDP responses.

INFRASTRUCTURE

97


https://ir.amwater.com/sustainability/cdp/default.aspx

Planning for Climate Impacts

American Water reviews current climate science and
global models related to temperature, precipitation and
sea level rise on an ongoing basis. Where actionable
forecasts are available, American Water will use this
information in our CPS and Master Plans, which

assess the climate risk and resiliency of our water and
wastewater systems over short, medium and long-term
time horizons (0-25+ years). Our CPS process enables
us to evaluate and predict how water supplies, water
quality and water demands may change over time. We
also consider how increasing intensity and frequency of
extreme weather events may affect our infrastructure and
assets, which helps determine any updates or changes
to our design standards. We enhanced our CPS process
in 2019 to include RRAs, which will be updated on a
five-year cycle.

We also assess our resilience and preparedness through
the URI, which calculates a utility’s ability to respond

to and recover from the impacts of extreme weather,
environmental incidents, cyberattacks, supply chain
disruptions and other extreme events that would disrupt
our services. For example, extreme weather events can
lead to power outages that disrupt operations at our
facilities. As part of our facility RRAs, we evaluate the
amount of self-generating power capacity at our facilities
and increase that capacity where needed. We utilize
emergency generators and solar panels throughout our
operations. These power redundancy measures help our
most critical facilities operate on self-generated power
for an extended period, if needed.

Adaptation

When we build new facilities and upgrade existing

ones, we consider how climate change may affect

the surrounding area, including rising sea levels and
changing floodplains, among other factors. We design for
critical equipment to be placed well above expected flood
levels to mitigate the risk of interruptions amidst more
frequent and intense weather events. Our design criteria
often go beyond existing regulations and guidance in our
service areas, with many designs setting the example of
industry best practice.

Extreme weather also has the potential to damage
other critical infrastructure such as pipes and pumps,
which can lead to water or wastewater leaks and spills.
To help address this risk, American Water has a program
to evaluate and inspect critical pipeline crossings of
railroads, highways, rivers and streams, which are often
vulnerable to extreme weather events. Through these
evaluations, we can identify ways to improve our asset
management, reduce potential future outages and
minimize operational impacts.

We also recognize that development activities can
augment the impacts of climate change on our
communities. When land is developed, water-resistant
surfaces like sidewalks or parking lots generate more
runoff, leading to increased risk of flooding and potential
contaminants in water supplies. We advocate for
responsible state and local planning and zoning policies
that also prioritize the protection of water supplies. For
more information about the policies that we support,
please see Policy Influence.

Maintaining a continual state of readiness throughout
our systems is critical to addressing the challenges
associated with climate change impacts on our services.
Climate change remains a key input in our water usage
models and mitigation strategies that we use to
reliably serve communities. We commit approximately
$1.6 billion annually to capital investment, 8% of which
is dedicated to increasing the resiliency of our assets.
This may include upgrades and renewals of treatment
plants, distribution and transmission pipes, pumping
stations and other essential facilities.
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HIGHLIGHT STORY

New Jersey American Water
Climate Impact Assessment

In 2020, we completed a climate impact study for one of our coastal treatment facilities in New Jersey that has been
historically susceptible to minor flooding. Using light detecting and ranging topographic data, we created a GlS-based
map of the facility. We then overlaid flood mapping data from the Federal Emergency Management Agency to perform a
sea level rise impact assessment. We then compared this to other inundation mapping layers from the National Oceanic
and Atmospheric Administration to understand the extent of our flood risk under different scenarios, such as hurricane
intensities and various time horizons. We also leveraged storm surge data from the National Weather Service Sea, Lake

and Overland Surges from Hurricanes model.

The climate modeling that we used in this impact study helped us determine what resilience measures would be needed
to guard against forecasted flooding impacts over the next several decades. We intend to use the information from this
study to inform our design criteria and improve the functionality of similar American Water facilities.
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OUR PERFORMANCE

103-3, IFWU-450a.1

We regularly assess climate variability impacts on our most critical assets as part of our long-term capital planning,
including the risks of equipment damage because of flooding. Inflow and infiltration can have a significant impact on
wastewater collection systems, leading to overflows and challenges at the treatment plant. We conduct flow monitoring,
hydraulic modeling, closed circuit television inspection (CCTV) and other inspections to identify sources of inflow and
infiltration within our biosolid collection systems. The results of these assessments help us make recommendations
that reduce inflow and infiltration, strengthen the resilience of our systems and infrastructure and improve service
delivery for our customers.

We respond to the CDP Climate Change questionnaire annually and disclose the material financial implications,
risks and opportunities of climate change on our business. We also include this information in our Annual Report.

SASB Code Metric 2018 2019 2020

Wastewater treatment capacity : :
located in 100-year flood zones : 110,248 117,775 117,775
(cubic meters per day) : : :

Total systems 173 191 202
Existing systems 146 163 160
Systems without any o o o
EOP exceedances!! 2% 1% 68%
Systems without any SSOs!!! 73% 80% 74%
IF-WU-450a.1 ...........................................................................................................................................
Number of EOP exceedances 162 226 196
Number of SSOs 127 87 118
Ngw systems/systems 27 08 42
with consent orders
Number of End of Pipe
(EOP) exceedances a1 3 184
Number of Sanitary Sewer 30 33 106

Overflows (SSO)

! Calculation excludes new systems acquired and systems operating under consent order.
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HIGHLIGHT STORY

FM Global

We are working in partnership with our property insurance carrier, FM Global, to achieve the mutual goal of improving
American Water’s risk profile by protecting our assets and reducing our total cost of risk. We are conducting facility
inspections throughout our operations, many of which have resulted in several recommendations to make capital and
operational improvements that lower our risk profile. FM Global is also assisting our effort to update our climate strategy
by reviewing flood exposure throughout our facilities and helping to develop flood-specific emergency response plans.

The facility inspection process provides an inventory of prioritized capital recommendations, which we incorporate into
annual and long-term capital planning programs. In 2020, we began developing flood response plans for approximately
20 of our highest-risk facilities. We aim to implement site-specific plans at each of these locations by the end of 2021.

CONTENTS INFRASTRUCTURE 101




Water Supply Resilience

WHY IT MATTERS

103-1

Water is an essential resource to the communities we
serve, and as a finite resource, we must manage water
supplies in a manner that is sustainable and safeguards
the long-term needs of our customers. Climate change
could have significant and negative impacts on our
business and our customers by affecting the availability
of water supply. As concern for climate change impacts
grows, we want to inform and educate our stakeholders
about our actions to protect water supplies and maintain
access to safe and reliable water now and in the future.

DOWNLOADS
Utility Resiliency Index One-Pager \l/
Rachio Smart Sprinkler Controller Discount J_/

OUR APPROACH

103-2, IFWU-440a.3

Our ability to deliver water to our customers in a safe
and reliable manner depends on our efforts to protect
drinking water at the source. When selecting our water
supplies, we consider the source’s ability to meet the
anticipated long-term needs of our customers. We can
identify and mitigate the impacts of potential future
threats to our existing sources of supply through RRAs
that inform our operational approach and potential need
for capital investment. Our goal is effective mitigation
of any potential risks and maintenance of sufficient,
high-quality water supplies for our customers.

Governance

Our Chief Operational Excellence and Safety Officer
and COO have joint responsibility for water supply
resilience. Because water supply resilience is

an inherently local issue, our state Presidents,
engineering and operations leaders are also
responsible for managing water supply resilience.

The Safety, Environmental, Technology and Operations
Committee of the Board of Directors receives quarterly
reports concerning the risks that natural hazards pose
on our business, including supply disruptions from
droughts, hurricanes, earthquakes or storms.

Water Availability

Population growth and greater demand for water supplies
has led to increased strains on water supplies. According
to the EPA, at least 40 states anticipate water shortages
by 2024, underscoring the need for efficient water use.
To safeguard our long-term water supply, we leverage
technology to analyze our impacts on source water
supply and identify future water supply needs.
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In water stressed areas in particular, securing and
maintaining an adequate water supply is one of our
greatest challenges. It is our responsibility as the largest
water and wastewater services provider to deliver safe
and reliable, service to all our customers, regardless of
geographic location. We define water stressed areas as
systems or specific supply points of entry that have been
affected by water rights reductions or water availability due
to saltwater intrusion threat and/or drought limitations,
such that alternative supplies have been or will need

to be developed in the short-term. This predominantly
applies our service footprint in California, New York,

New Jersey’s coastal regions and western Missouri.

We leverage technology, innovation and consumer
education to address the challenges of maintaining
limited water supplies. Conservation is a key focus
across American Water’s service footprint. For example,
Long Island, New York faces saltwater intrusion
resulting in water availability challenges. The New York
State Department of Environmental Conservation has
set a goal for all Long Island water suppliers to reduce
their peak season water demand by 15% by 2021 to
help protect the long-term sustainability of Long Island’s
sole source aquifer. To meet this goal, New York
American Water’s H,O Control Conservation Program
provides customers with tips, tools and technologies to
empower them to understand and improve their water
usage to be more efficient, resulting in cost reductions
and water conservation. These tools are packaged as
the H,O Control Toolbox, which includes a four-tier
conservation rate, smart irrigation technology discounts
and indoor water savings retrofit kits. We also direct
customers to our Water Use Calculator, the MyWater
customer portal and available mid-cycle water usage
alerts. This program helps reduce demand on stressed
aquifers that are the main supply of water for Long
Island. Through 2020 New York American Water’s H,O
Control Conservation Program has helped reduce peak
season demand by 8.2% compared to a 2012 baseline.
Additionally, California American Water’s leading
conservation program includes dedicated conservation
staff members in every service area, who are trained

in leak detection, efficient water irrigation, high bill
resolution, meter data logs and water efficient and
climate appropriate landscaping. For more information
about water use efficiency and conservation, please
see Water Use & Efficiency.

American Water is also committed to continual
infrastructure investments. For example, we constructed
a new booster pump station in Sacramento, CA to
interconnect California American Water’s Arden system
and the City of Sacramento’s water system to permit
conjunctive use of potable water supplies in the area.
This investment provides in excess of 2,500 gallons
per minute and solves a water supply deficit for
maximum day demand while also improving service

to our customers.

Another example of long-term planning to help maintain
adequate water supply is evident in California American
Water's Monterey Peninsula Water Supply Project. This
project includes the construction of a desalination plant
and the construction of wells that would supply water

to the desalination plant. The Monterey Peninsula Water
Supply Project, which has spanned multiple decades
since its original inception, intends to fulfill the
requirement to significantly decrease yearly diversions
of water from the Carmel River as required under orders
of the California State Water Resources Control Board.
By increasing the water supply to the Monterey Peninsula
without affecting marine and other wildlife, we are able
to indirectly boost economic development opportunities
and strengthen the resiliency of the area.
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HIGHLIGHT STORY

Mt. Soma Reservoir
in Bel Air, Maryland

In 2019, Maryland American Water completed the
Mt. Soma reservoir as a long-term, sustainable solution “Th .
for Bel Air, Maryland’s water supply, helping to mitigate the € reservolr secures a
risk of drought for over 14,000 residents. The reservoir |ife-SUStaining resource for

eliminates the town’s dependence on neighboring Harford the Be| AI r Community for many

County for back-up water supply and enables Bel Air to

be independent and self-sustaining. Maryland American decades and generations to
Water had previously supported Bel Air customers through come. NOt Only iS the reservoir

periods of low water supply by purchasing water from

Harford County. a reliable and environmentally
sound solution for Bel Air, but

The Mt. Soma reservoir is a model for meeting the water

supply needs of a community through innovation and thIS mveStment IS Crltlcal tO
sustainable design. The reservoir's design includes a the public’s health and Safety_”
bituminous geomembrane liner to keep the stored water

from leaking into the earth. The liner can also withstand BARRY SUITS, PRESIDENT,

stress and weather fluctuations, including extreme heat MARYLAND AMERICAN WATER

and freezing temperatures. Our use of a bituminous
geomembrane liner is only the second instance that

a water supply reservoir in the U.S. has utilized this
technology, and the first implementation on the East
Coast. American Water's commitment to innovation is
opening the door for new opportunities in water storage
reservoir design across the country.
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Partnerships To
Protect Watersheds

Throughout the communities we serve, we partner with
local entities, including river basin commissions and
community groups, to help protect watersheds. Our
environmental grant program provides funding to local
groups for different watershed projects and initiatives
that promote protection, conservation and education.
Our partnerships and other engagements with local
stakeholders can also help provide early warnings of
impacts to water supplies, including contamination.

At the national level, we also work with several
organizations that work to promote water supply
resilience through legislation, industry collaborations
and research.

OUR PERFORMANCE

103-3

We measure the effectiveness of our water supply
management by tracking indicators for water withdrawals,
usage trends, water losses and allocation compliance.
This data helps us to better understand our water

usage, consumption and best practices to strengthen
our resiliency.

In 2021, we announced a new goal under which we

will increase our water system resiliency to respond

to more extreme events, measured as a 10% increase
in the URI by 2030 (from a 2020 weighted average
baseline). The URI is part of the AWWA J100 standard
and assesses a community’s ability to absorb and cope
with an incident and return to normal operations as
quickly as possible. The URI grades on a numeric scale
from 0-100, with 60-70 identified as relatively resilient.
In 2020, we baselined our facilities with an average
grade of approximately 66. To learn more about our
environmental goals, please visit our website.

American Water has already begun to identify areas

for investment in line with this climate variability/water
supply resilience goal, including additional training and
education for our employees, updating and enhancing
emergency plans, maintaining an inventory of critical
parts and increasing emergency power capacity and
available water storage. We will also implement and
expand current programs, such as emergency response
exercises and participation in utility community
cooperatives such as WARN.

To supplement our new goal, we are also working

on other ways to measure water supply resilience
performance. For example we began tracking water
stress in all of our water systems. We will be moving
our reporting to MapCall to allow us to streamline our
data into one location, eliminating our former reliance
on multiple data locations to manage our operations.
By using MapCall, we can more efficiently track and
measure our performance across a number of key
performance indicators.

In 2021, we announced a new
goal under which we will increase
our water system resiliency to
respond to more extreme events,
measured as a 10% increase in
the URI by 2030 (from a 2020
weighted average baseline).
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HIGHLIGHT STORY

La Vista Creek
Watershed Restoration

As part of our commitment to upgrade and protect local
wastewater system infrastructure, lllinois American Water

plans to invest $750,000 to upgrade the wastewater Wher!ever pOSSIk_)le’ ”“nOIS
infrastructure in Godfrey, lllinois. The project will replace American Water Incorporates

two sections .of.a 24-inch wastewater effluent main, green infrastructure and praCticeS
protect an existing wastewater force main and enhance . . .

the area surrounding the La Vista Creek. The project into our operations and capital

also includes efforts to protect La Vista Creek against investments. The La ViSta Creek

erosion, including the installation of natural limestone,

large stones and riprap in areas prone to stream bank project fOCUSGS on protecting the

erosion, and riffle structures to help naturalize stream environment and enhancing the

flow and prevent erosion of the channel bed. The project . .

is expected to be completed by mid-2021. beaUty Of La V_ISta Creek’ La VISta
Trail and the Village of Godfrey,

while supporting reliable service.”

RIC COOPER, SENIOR DESIGN ENGINEER

INFRASTRUCTURE 106
1



Water Withdrawal (Kgal)™"!
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2018 2019 2020

1 System Delivery (by point of entry) is being used for “withdrawals.”

2 Water stressed areas include: New Jersey American Water system points of entry within Critical Areas 1 and 2, Monterey, California
(active conservation program in accordance with California best management practices), Long Island, New York (New York State Department
of Environmental Conservation has set a goal for all Long Island water suppliers to reduce their peak demand water use by 15% by 2021)
and Joplin, Missouri (reservoir supply needed for drought).

INFRASTRUCTURE 107
1



P

ENVIRONMENTAL
STEWARDSHIP

Water Use & Efficiency >
Energy & Emissions >



Water Use & Efficiency

WHY IT MATTERS

1031

Water use and efficiency is a critical component of

our operations and is important to our customers. By
increasing water efficiency, we can realize such benefits
as reductions in operating costs, energy consumption
and source water preservation. Water Efficiency is a
solution for an array of water industry problems including
customer conservation, resiliency, rates and regulatory
affairs, among others.

In our own operations, our greatest opportunities to
increase efficiency include optimizing our own water use,
minimizing water loss through prevention of leaks and
breaks and maintaining infrastructure. We also work with
our customers through education, tools and technology
to empower individuals to make their water use more
efficient and sustainable.

DOWNLOADS

Environmental Policy \l/

CONTENTS

OUR APPROACH

103-2

Policies

American Water’s Environmental Policy helps incorporate
environmental leadership across the organization.

The policy guides our commitment to compliance with
relevant environmental laws, regulations and standards,
sustaining the environment through responsible business
practices and using natural resources, including energy,
effectively and efficiently. We regularly review and update
our Environmental Policy, as necessary. We most recently
updated our Environmental Policy in 2021.

In 2020, we updated our Non-Revenue Water and Water
Loss Reporting Practice, which helps us standardize
the quality and consistency of our Non-Revenue Water
reporting. We designate total water losses and any
unbilled consumption within our distribution system as
Non-Revenue Water. Using a standardized and efficient
methodology to report Non-Revenue Water is not only
important for identifying and minimizing water loss, but
is also critical for budgeting, managing the needs of our
customers, tracking our business growth and planning
our future capacity. The practice also recommends
annual water audits for our state subsidiaries, the
results of which we can use to identify and prioritize
investments that prevent and mitigate water loss.

ENVIRONMENTAL STEWARDSHIP
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Supplier Environmental Expectations

When selecting vendors to conduct business with, we
will consider their environmental stewardship policies,
practices and programs in our selection. We strongly
encourage our vendors to:

= Comply with local, state and federal government
environmental regulations;

m Focus on a strong safety culture and safety
management programs;

m Have an Environmental Policy or similar commitment
focused on sustaining the environment through
responsible business practices;

m  Promote environmental stewardship in business
operations, business offerings and investments;

m Invest in the community; and

= Show they have adopted other environmentally
sustainable practices.

Our Supplier Code of Conduct outlines additional
environmental standards and guidance for our suppliers
to follow. American Water also implemented our Supplier
Management Practice in 2020, which guides our new and
existing supplier relationships to align with our values

of safety, trust, high performance and environmental
leadership. As part of this practice, we conducted a
benchmark assessment of suppliers’ sustainability

risks, programs and performance in the following areas:

m  Sustainability certifications

m  Sustainability policies

m  Circular economy

m Carbon offset programs

m  Energy savings programs

m  Water savings programs

We will use the results of this assessment to guide

our supplier sustainability strategy and management
moving forward.

Governance

Our Chief Environmental Officer is responsible for
American Water’s environmental performance. Our

Chief Operational Excellence and Safety Officer
oversees water use and efficiency performance through
the Engineering and Operations group. At least quarterly,
the COO and Safety, Environmental, Technology and
Operations committee receive a performance update

on water use and efficiency. The Safety, Environmental,
Technology and Operations Committee also monitors and
reviews environmental policies, practices and strategies,
including environmental stewardship, water conservation
and regulatory compliance.

We recognize that as a core value of our business,

we must practice environmental stewardship at all
levels of the organization. American Water has a Water
Efficiency Committee that works across our business

to collaborate on water efficiency efforts and best
management practices. We also use our O&M efficiency
target to link employee incentive compensation, including
our union-represented employees, in part to the efficient
use of natural resources. Improving water efficiency
helps us to reduce our own operating expenses and
allocate more resources towards capital investments
that benefit our customers.
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HIGHLIGHT STORY

Acoustic Monitoring &
Leak Detection Devices

Monitoring sensors help us proactively determine,
evaluate and pinpoint possible leak locations. We place
advanced acoustic monitors throughout our distribution
systems, including transmission mains, to listen for the
presence of leaks by capturing the speed at which sound
travels through a pipe. When our teams detect any peak
in the sound, we can identify the point of interest.

In 2016, New Jersey American Water began a program to
automatically monitor for water pipe leakage in multiple
water networks. Automatic leak monitoring systems

can increase water security, improve water service and
save money. The system includes a monitoring device,
installed directly onto a standard fire hydrant cap, which
collects sound data from the hydrant for leak detection
analysis. After the data is processed, leak alerts are
sent to American Water teams to investigate the leak
and if necessary, begin the process of repairing the leak.

CONTENTS

In October 2020, this technology alerted our teams

at New Jersey American Water to a small, consistent
peak in sound on a major 66-inch transmission main,
a line that services a large number of customers in the
South Jersey Tri-County area. After placing the loggers
on nearby valves, our internal leak detection team
implemented an overnight survey recording the sounds
traveling through the pipe. Software received the
recording and provided the team with the location of
the leak by measuring the distance from those loggers.

By proactively identifying the leak, New Jersey American
Water was able to identify, isolate and repair the

leak with no impact to customer service. Being able

to proactively identify leak points and plan repairs
decreases the number of main breaks and service
outages while also saving costs.
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HIGHLIGHT STORY

Zero-Discharge Hydrant
Flushing Technology

We recently enhanced our water efficiency and conservation efforts using a zero-discharge hydrant flushing system
at certain American Water operations. This technology allows American Water to flush potable water distribution
mains while conserving more water than conventional flushing, leading to improvements in water quality and
diagnostic capabilities, as well as reductions in water waste and energy conservation.

On average, one zero-discharge unit can flush one mile of main per day and 100% of an average (population
of 40,000-60,000) city’s water mains per year. A city with a population of 100,000 and one zero-discharge
hydrant flushing unit could flush 50% of its distribution system each year, which would still yield enough
savings through the reduction of water loss to pay for itself in approximately five years.

CONTENTS ENVIRONMENTAL STEWARDSHIP




Technology & Efficiency
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Technology is an important tool that helps improve our

water efficiency. For example, advanced metering systems

and remotely operated sensors allow us to monitor
vulnerable infrastructure for water breaks and/or leaks
and assess the condition of our pipeline to prioritize
replacements for pipes at high risk of failure. From
2015-2020, we replaced an average of approximately
340 miles of pipe annually, helping us to minimize water
leakage and keep our water loss to a practical minimum.
From 2021-2025, we anticipate an increase in pipe
replacement to approximately 450 miles per year.

Additional technologies improve our ability to monitor our
distribution system, prevent and mitigate water loss and
provide industry-leading service for our customers.

CONTENTS

= Continuous Acoustic Monitoring of Water Mains
via Hydrants: We place leak detection sensors
throughout our distribution system to record the
sound patterns in our infrastructure. Our trained
staff analyze the recorded sounds and patterns to
detect smaller leaks before they are visible above
ground as larger leaks.

m Satellite and Sensor Technologies: We use satellite
imagery that has algorithms to detect signatures of
subsurface chemically treated water. Drones and
other sensors can leverage infrared and spectral
technology to detect leaks. We also use electronic
sensors, such as in-pipe drones or probes, to
identify cracks, deterioration or other weaknesses
in a pipe.

= Improved Pressure Control: Pressure fluctuations
within pipelines can lead to increased stress,
and potentially leaks or breaks when not properly
managed. By improving our pressure control
systems, we can optimize pumping efficiency and
prevent unnecessary stress on our infrastructure.

= Smart Distribution Systems: We can minimize
water loss and improve water quality throughout
our distribution system by installing automated
flushing devices that optimize the frequency and
duration of flushing.

= AMI: AMI provides our teams and our customers
with real-time water usage data to proactively identify
leaks or understand opportunities for water efficiency.

m  Zero-Discharge: Through innovative and efficient
practices at our surface water plants, most of
our large plants and all of our newer plants,
recycle water used for filter backwashing and
other plant operations.

Additional technologies improve
our ability to monitor our
distribution system, prevent
and mitigate water loss and
provide industry-leading

service for our customers.
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HIGHLIGHT STORY

California American Water:
Water Conservation Programs

California jurisdictions have realized significant water
savings through conservation and efficiency efforts.
California American Water’s leading conservation
program includes dedicated conservation staff
members in every service area who are trained in
leak detection, efficient water irrigation, high bill
resolution and meter data logs.

The California American Water Coastal Division also
provides a robust set of water conservation programs
and activities on an annual basis to incentivize customer
conservation. The conservation rebate program is one
of the most generous incentives for indoor and outdoor
water efficiency upgrades for both residential and
non-residential customers in the state.

The following are programs funded by the Conservation
Surcharge and implemented by California American Water:

Residential Water Audits: California American Water
employees conduct Residential Water Wise House
Calls to promote conservation program participation
for customers with high water bills.

Residential Plumbing Retrofits: California American
Water provides high efficiency conservation devices
and conservation Kits to residential customers in
the Monterey service area with a larger focus on
the hospitality industry such as hotels and motels
to convert to high efficiency bathroom aerators.

CONTENTS

Additional low flow fixture giveaways include
showerheads, kitchen faucet aerators and
bathroom aerators.

Rain Sensor Installation Program: California
American Water provides free direct installation
of rain sensors to residential and multi residential
properties through its contractor, EcoTech.

Large Landscape Upgrade Grant Program: The
funding is to offer assistance to large landscape
customers including cities, schools and parks to
upgrade current landscape and irrigation systems
to increase water efficiency and to help cover the
expenses for equipment, materials and/or installation.

Public Outreach and Marketing Campaign:
California American Water promotes public
awareness of water conservation and participates
in various programs throughout the year.

Outreach and Education Seminars & Programs:
California American Water partners with local Water
Awareness Committees (WAC) to offer Landscape
Irrigation Workshops, create conservation booklets
and offer in-class presentations.

Zun Zun Performances and WAC Activities:
California American Water and WAC offer school
presentations by the local Zun Zun performance
group, covering topics such as the water cycle,
watershed, indoor conservation and conservation
tips, including information about fixing leaks.

ENVIRONMENTAL STEWARDSHIP
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= CIl Rate Best Management Practice (BMP)
Survey Inspections: Based on the California rate
structure non-residential customers are required
to complete a survey to determine their appropriate
rate category. California American Water, in
partnership with the Monterey Peninsula Water
Management District, inspect non-residential
properties to determine the proper rate category.

m Customers confirmed to be out of compliance with
the indoor and/or outdoor requirements will have
30 days to make necessary corrections to avoid
a potential change in rate classification. CAW
conservation staff contacts these customers
30 days after the inspection to verify compliancy.

Customer Conservation
& Efficiency

We encourage our customers to learn more about

their water use and implement practices that promote
conservation and efficiency. When these practices are
implemented, customers often lower their own service
costs while recognizing the environmental benefits of
water conservation and efficiency. We engage with

our customers online, over the phone, by mail and in
person to provide the tools and resources they need

to manage their water more efficiently. We also serve as
a promotional partner of the EPA’s WaterSense Program
to increase awareness about water conservation

and efficiency. We offer giveaways and rebates for
WaterSense labeled products, as well as a wide variety
of other tools such as rain barrels, leak detection

kits and smart home monitoring in order to promote
sustainable customer behavior. In 2019 and 2020,

we distributed over 43,000 giveaways and rebates

to help our customers use water more efficiently.

Additional customer conservation and efficiency
initiatives include:

m  Water Use Calculator;

m Tiered-rate structures;

m  High-efficiency fixtures and rebate programs;

If the customer remains non-compliant, the
classification changes to the non-compliant rate
until necessary corrections have been made. We
require customers to provide proof of corrections
by providing a receipt to CAW and/or verification
for indoor compliancy by the MPWMD.

= CIl Water Audits: California American Water
provides commercial, institutional and industrial
audits to non-residential customers utilizing
experienced contracted consultants.

For more on California American Water’s Conservation
Programs please refer to the 2019 California American
Water’'s Monterey Peninsula Water Conservation Program
Annual Report.

m Leak detection kits;
= Water-saving tips on our websites and in social media;
m Educational resources and events for customers;

m Partnerships with the EPA Water Sense, AWWA,
Water Research Foundation, Alliance for Water
Efficiency and other organizations;

m Events such as Fix-A-Leak Week;

m Alliance for Water Efficiency membership, which
offers progressive research support, educational
information and tools for the utility and customers;

m Conservation surveys at customer homes; and

= Rebate and incentive programs for indoor and
outdoor efficiency upgrades.

Conservation and efficiency measures, including AMI
implementation, have enabled our residential customers
to save on average approximately 1,100 gallons per
customer per year, or 3.4 billion gallons annually since
2016. For more information about our efforts to lower
water costs for our customers, please refer to Water
Access & Affordability.
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Residential Customer Water Savings

IF-WU-420a.2

GALLONS PER CUSTOMER PER YEAR

2018

. Gallons/Customer Saved

AMI Implementation

AMI provides our teams and our customers with greater
visibility into water usage, therefore allowing us to better
serve our customers in real time. Currently, AMI is installed
in approximately 15% of our portfolio and we are working
to increase AMI implementation and realize greater water
savings and reduced costs for our customers.

The AMI network, which enables the automated
collection of meter read data, is a combination of RF
based or Cellular based devices attached directly to
the meter. AMI data is transmitted to a vendor specific
cloud platform, where it can be sent to American Water
for billing and service-related tasks.

Meter reads are transmitted at regular increments,

at least hourly and available in 15-minute increments,
allowing for quicker identification of inconsistent usage
and follow-up of meter alerts. All of the collected

data is secure and integrated into applications that
tracks customer-metering data, billing and customers’
MyWater accounts.

2020

=jfll= Total Gallons Saved

As we continue to increase the number of customers
with AMI metering, we can leverage this technology
across our business to:

Proactively notify customers of potential leaks;

m  Turn water services on and off from our offices
(and reduce vehicle mileage);

m  Assist customers with high bill inquiries
from our offices;

= Respond with more detail to customer
usage requests;

= Improve customer experience and usage;
m Improve accuracy of meter reading;
m  Encourage water conservation; and

= Increase safety of employees.

SNOTIVY NoIT11g
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HIGHLIGHT STORY

St. Louis District AMI Project

Beginning in 2016, Missouri American Water began a five-year AMI implementation for approximately 340,000 customers
in the St. Louis County district. By the end of 2020, 89% of our St. Louis County customers were equipped with AMI. The
remaining approximately 10% of installations are inclusive of more difficult services; however, with an increased focus on
customer outreach and lessons learned from earlier deployments, we are on track to meet our original timeline. Despite
the challenges presented by COVID-19 in 2020, we anticipate that 99% of our customers in St. Louis County will be
equipped with AMI by the end of 2021.

The successful completion of this project will result in the installation of 420 Data Collection Units supporting 340,000
Meter Transmission Units, across Missouri American Water’s service area. The Network Control Computer is consistently
observed for proper operation.

AMI implementation in St. Louis realized many benefits, including improvements in proactive leak detection, converting
customers from quarterly to monthly billing, remotely completing service turn-ons and turn-offs, remote assistance with
high bill inquiries and increased data to support customer usage requests.

Missouri American Water: AMI Installation Project!!!
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Revenue Stabilization Mechanisms during that period. While we recognize the benefits
of reduced water usage for our customers, it is also

important that we have a meaningful opportunity to earn
the revenues authorized by the state commissions in
order to continue to invest in capital and deliver safe and
reliable water and wastewater services to our customers.
Across our business footprint, we support and advocate
for RSMs that separate water sales from revenues. In
New York, California and lllinois, we have adopted RSMs
that may reduce the frequency of general rate cases while
promoting water efficiency and lowering operational costs.
This is particularly helpful for states with heightened
water stress, including New York and California.

As environmental stewards and customer advocates,
promoting customer water conservation is important
for reducing the environmental impact and maintaining
low costs of service. We advocate for rate structures
that promote water conservation and efficiency as part
of our environmental stewardship practices.

Some state subsidiaries structure rates so that revenues
and earnings decrease with reduced customer water
usage. Revenue Stabilization Mechanisms (RSMs)
incentivize conservation. These mechanisms permit us
to collect an authorized amount of revenue for a given
period not exclusively tied to the volume of water sold

Revenues From Rate Structures Promoting Conservation!

IF-WU-420a.1

2018 2019 2020

1 Percentage of water utility revenues from rate structures designed to promote conservation and revenue resilience
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OUR PERFORMANCE

103-3

In early 2021, we announced a new goal to continue
to meet customer needs while saving 15% in water
delivered per customer by 2035, compared to a 2015
baselinel®. Since 2015, we have already realized a
4.3% reduction in water delivered per customer.
Progress towards this goal will not only demonstrate
our commitment to environmental stewardship, but will
also yield energy savings, reductions in non-revenue
water losses and lower costs to customers.

t Per customer assumes total customers in all classes based on
2015 baseline. Excludes New York American Water (which will
be sold in 2021) from baseline and forecast.

Water Use & Efficiency Goal

In early 2021, we announced a
new goal to continue to meet
customer needs while saving
15% in water delivered per
customer by 2035, compared
to a 2015 baseline.

By 2035, American Water commits to meet customer needs while saving 15% in water delivered per customer compared

to a 2015 baseline.
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Energy & Emissions

WHY IT MATTERS

1031

We require energy to extract and deliver clean and safe
water and wastewater services to our customers. Fossil
fuel-based energy sources can contribute to climate
change through the emission of GHGs. Climate change,
especially without mitigation, will likely have implications
on our business and our customers through extreme
weather impacts that threaten the availability of water
supplies and resilience of our infrastructure.

As indicated in a report titled, “Energy-Water Nexus:
The Water Sector’s Energy Use”, the treatment and
transportation of water represents approximately

4% of all electricity use in the U.S. Most of the energy
that water utilities consume is used to pump water.

At American Water, approximately 90% of our electricity
consumption and more than 80% of our GHG emissions,
are related to pumping water. As an energy-intensive
utility, it is our job to take responsibility for our energy
use and minimize our GHG emissions. The biggest
opportunities to reduce our GHG emissions across

our business include energy efficiency and responsible
vehicle and equipment usage.

DOWNLOADS

Environmental Policy J_/
. Enwro nme nta l. Gr ant Program ...................................... & .
Ut ”It y Resmence Index (UR I) Onepager .......................... \l/ .

Reduced absolute Scope 1 and
Scope 2 GHG emissions by 36%
toward 2025 goal of more than
40% reduction.

OUR APPROACH

103-2

We focus our energy use and GHG emissions reduction
initiatives on water efficiency across our business.
Improving water efficiency can also help reduce energy
cost burdens on our customers. We consider renewable
energy sources when negotiating power purchase
agreements, recognizing that doing so can help to
reduce our own costs and contribute to lower global
carbon emissions. The nature of our business
underscores that long-term environmental benefits
often outweigh short-term cost reductions. Therefore,
we still consider projects that may have higher costs
but provide additional environmental benefits. We also
participate in and support energy efficiency and rebate
programs, such as the EPA's WaterSense program.
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Our strategy towards operational efficiency includes
five key components: plan, design, construct, operate
and maintain.

= Plan for efficiency: We consider opportunities
to improve energy and water efficiency in our
Comprehensive Master Planning process.

= Design for efficiency: We employ enhanced
pump, pressure management, lighting and
process design standards.

m  Construct for efficiency: We follow sustainable
construction standards and methods.

= Operate for efficiency: We use enhanced
best operating practices, leak detection and
repair procedures.

= Maintain for efficiency: We utilize computerized
maintenance management systems and advanced
preventative maintenance strategies to optimize
performance and reliability of our equipment.

Policies

Our Environmental Policy outlines the ways in which our
company promotes environmental stewardship across
our business, including reporting and responsibilities.
Our policy states that:

= We will make effective and efficient use of natural
resources, including energy; and

m Capital investment projects will strive to minimize
impact on resource consumption, including energy
and energy efficiency, both for the construction of
the facilities and within the facility itself.

Governance

We updated our Environmental Policy in 2021 to provide
additional guidance concerning environmental stewardship
oversight. Our Chief Environmental Officer oversees our
energy and emissions activities, and is responsible for
tracking and reporting overall environmental compliance
and performance while mitigating emerging areas

of environmental risk; the COO reports such data

and performance to the Board on a regular basis.

CONTENTS

Our employee Sustainability Committee, established

in 2019, also collaborates across the organization to
advance our sustainability initiatives, including energy
and emissions. American Water’s internal audit function
provides an additional layer of governance around data
and process management related to our energy and GHG
performance. All employees are responsible for taking
the necessary actions to comply with environmental
laws, regulations and standards. We also expect our
employees to promote environmental stewardship and
help reduce our impact on climate change. Suppliers
are encouraged to align with our environmental policy
and reduce their own environmental impact, including
emissions reductions.
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HIGHLIGHT STORY

Investment in Pump Replacement
to Increase Energy Efficiency

In 2019, Kentucky American Water began a multi-year
pump replacement program to replace the pumps at
Kentucky River Station #1, which handles up to 75% of
Kentucky American Water’s system demand. Many of

the pumps at the station date back to the 1950s, and
recent efficiency studies showed that station was in need
of improvements to fill production gaps and align with
system demands. To date, the Kentucky American Water
team has replaced four of the station’s 12 pumps. The
team has shifted reliance onto newer pumps, resulting in
up to 35% efficiency gains per pump. Kentucky American
Water projects the annual cost avoidance from the pump
replacement program to be more than $447,000.

CONTENTS

In 2020, lllinois American Water also replaced two
distribution pumps at lllinois American Water’s Grand
Boulevard pump station with variable frequency drive
motors. These motors pump output to match current
demands rather that pumping at one constant speed,
resulting in increased energy efficiency and decreased
energy consumption. American Water continues to
pursue replacement and rehabilitation pumping projects
across our service areas to meet our projected needs
and provide greater system efficiency and water service
to our customers.
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Energy Efficiency

Operational Efficiency

American Water implemented a variety of initiatives at
our facilities to promote efficiency across our business,
including operational audits. We work to maintain or
lower our energy intensity while expanding our business
and acquiring systems that are less efficient. We also
incorporate sustainable design into many of our buildings
and facilities, including our corporate headquarters on
One Water Street in Camden, NJ. Our headquarters

is LEED Platinum certified, both for its building design
(BD+C: Core and Shell) and for its interior design
(ID+C: Commercial Interiors), while earning all possible
points within the water efficiency credit categories.
Other efficiency highlights of our headquarters include:

= 40.8% of the total site area is dedicated to
open space;

m  Roofing technologies, energy and atmosphere
efficiencies reduced our HVAC cost by 30%;

m High-efficiency HVAC systems help reduce
energy consumption;

m  We reduced potable water usage for biosolid
conveyance by 95.7% by using rainwater, low-flow
water closets, low-flow faucets and waterless urinals;

= We reduced flush and flow fixtures water use by
77.3% compared to an office space with typical
fixtures. A major contributor to this reduction was
the installation of waterless urinals;

m  We diverted 88.4% of the construction waste from
landfills and appropriately recycled;

m  LED lighting is throughout the building;

m Solar shades are utilized on windows to maximize
the use of natural light; and

m  Electric charging stations are available for

employee vehicles.

See this case study for more about our headquarters’
sustainability features.

Pump Replacement

Aging pumps and motors require more energy to move
the same amount of water, decreasing their efficiency
and increasing our costs. With approximately 80% of

our GHG emissions related to pumping water, we work

to make our pumps as efficient as possible to minimize
electricity consumption and emissions. As part of our
annual program to replace or refurbish pumps, we invested
over $72 million in 2019 and 2020 in pumping station
upgrades across our footprint, which together are projected
to save over 11 million kWh of electricity annually.

Pressure Management

Pressure management is another way we can increase
energy and operational efficiency. By reducing water
pressure to match customer demand and minimizing
rapid fluctuations in pressure, we can reduce both
energy consumption and stress on buried and aging
infrastructure that could otherwise lead to leakage.
We constantly develop and test new tools, strategies
and technologies that can help mitigate rapid
fluctuations and optimize system pressure without
compromising our ability to meet peak demands. For
more information about our efforts to reduce leakage
and increase efficiency through technology, please see
Water Use & Efficiency.
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HIGHLIGHT STORY

Net Zero Operations
Center at Hill
Air Force Base

MSG constructed a net zero operations center at Hill Air Force Base to enhance
energy efficiency and reduce emissions that contribute to climate change. The
building design focused on reducing energy usage through decentralized heating
and cooling while also offsetting energy usage with solar panels. During its first
three years of operation, the building not only met all of its electrical needs, but
also provided 585 kilowatt-hours back to the grid. Despite being on a military
base, which disqualifies the building from some savings, rebates and incentives,

we expect the building to have a simple payback of between 15 to 20 years.

Renewables

As of December 2020, we have solar installations
throughout our service areas totaling approximately
3.9 megawatts of capacity.

= New Jersey American Water has over 3 megawatts
of solar development, yielding approximately 3,000
megawatt-hours annually in its current portfolio, with
the potential of future growth.

m  Missouri American Water utilizes 0.07 megawatts
of solar installation across the state, including two
large rooftop arrays, one large ground mounted array
and 20 small solar installations that provide power
to remote facilities.

= lllinois American Water began working with a solar
developer in August 2020 to develop two new solar
arrays on lllinois American Water property, both of
which will be the largest solar installations across
our footprint. Both systems will be rated at
approximately 2.4 megawatts and will help us save
over $200,000 in annual energy costs. These solar
fields are expected to become operational in 2021.

CONTENTS

In 2019 and 2020, we generated 4,500 megawatt-hours
per year of solar output. Although American Water’s
renewable energy generation does not directly reduce
our GHG emissions, the consumption of renewable
energy by other parties helps contribute to global GHG
reduction efforts.

Many of the states within our service footprint have
favorable regulation regarding renewable development
and incentives for the investment in renewable energy
development. American Water will continue to evaluate
and expand our renewable energy portfolio.

OUR PERFORMANCE

103-3

In 2021, American Water refined the existing energy

and emissions goal to reduce our absolute scope 1 and
scope 2 GHG emissions by more than 40% by 2025 (from
a 2007 baseline). Our refinement clarifies our goal to
include absolute scope 1 and 2 reduction of more than
40%. We have already achieved an approximate 36%
reduction in GHG emissions through December 2020.

We discuss our efforts to minimize our energy use

and emissions in more detail in our annual CDP Climate
Change Report. In 2019 and 2020, we received a

B score for our performance.
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HIGHLIGHT STORY

Certified Environmental Leader Program

As a water and wastewater services company, we are inextricably tied to the welfare
of the environment. Each of our employees understands the role they play to promote
environmental stewardship across our organization. We recognize employees who
demonstrate commitment and action towards environmental leadership through our
Certified Environmental Leader program, modeled after our Certified Safe Worker

program. MSG first piloted the program in 2019 and 2020. We are now working with our
corporate environmental stewardship team to expand this program across the company in
2021. In 2020, American Water certified over 180 employees as Environmental Leaders.

Areas of recognition included:

m  Personal commitments to the m  Recycling and waste reduction; [ ]
IEIE EITETERIE] GREEE m Carbon footprint reduction; n

m  Water conservation; .
m Sustainable procurement; [ ]

m  Energy conservation;

GHG Emissions (Scope 1 & 2)!

305-1, 305-2, EEI 5.2.2

542,576 S

2018 2019

. Gross Direct (Scope 1) GHG Emissions

1 Beginning in 2020, we have removed refrigerants from our calculation of our scope 1 GHG emissions.

Volunteering;
Education; and

Project innovation.

480,682

Gross Location-Based Energy Indirect (Scope 2) GHG Emissions
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Energy Intensity Ratio!!

302-3

4.02
4.00
3.98
3.96
3.94
3.92

3.90

2018 2019 2020

1 Beginning with this report, we have refined our energy intensity calculations to include both Scope 1 and Scope 2 energy data. This new
calculation provides a more accurate measurement of Energy Intensity. We updated our 2018 data, shown above, to reflect this new
measurement method.
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CONTENT INDICES

GRI Standards: General Disclosures

GRI Standard Disclosure Number Disclosure Title Page Number

GRI 102: General 1021 Name of the organization
Disclosures (2016) :

American Water Works Company, Inc.

GRI 102: General 102-2 Activities, brands, products, and services 6-11
Disclosures (2016) : :

About American Water

GRI 102: General 102-3 Location of headquarters
Disclosures (2016) :

1 Water Street, Camden, New Jersey

GRI 102: General 1024 Location of operations 7-8
Disclosures (2016) : :

About American Water, Regulated Footprint

GRI 102: General 102-5 Ownership and legal form
Disclosures (2016) :

American Water is a publicly held corporation incorporated in the state of Delaware. Our shares trade on the New York Stock Exchange (AWK).

GRI 102: General i 1026 ! Markets served i 6-8
Disclosures (2016) : :

About American Water; 2020 Annual Report, Iltem 1. Business

GRI 102: General {1027 ! Scale of the organization i 6-8
Disclosures (2016) : : :

About American Water; 2020 Annual Report, Iltem 1. Business
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https://s26.q4cdn.com/750150140/files/doc_financials/2020/ar/American-Water-2020-Annual-Report.pdf#page=26
https://s26.q4cdn.com/750150140/files/doc_financials/2020/ar/American-Water-2020-Annual-Report.pdf#page=26

GRI Standard Disclosure Number Disclosure Title Page Number

GRI 102: General 102-8 Information on employees and other workers
Disclosures (2016) :

Business Unit

California & Hawaii

Eastern

Mid-Atlantic

Midwest

Southeast

Contract Services

Military Services

Homeowner Services

Corporate

Whether a significant portion of the organization’s activities are N/A
performed by workers who are not employees. If applicable, a i
description of the nature and scale of work performed by workers

who are not employees.

Any significant variations in the numbers reported in Disclosures N/A
102-8-a, 102-8-b, and 102-a-c (such as seasonal variations in the
tourism or agricultural industries).

An explanation of how the data has been compiled, including any No assumptions made. Employee data is pulled from
assumptions made. : American Water's Human Capital Management system,
i My Employee Center.

GRI 102: General 102-9 Supply chain
Disclosures (2016) :

American Water conducted $1.9 billion of business with 4,554 suppliers in 2019, and $2.1 billion of business with 4,309 suppliers
in 2020, of which more than 99.9% are based in the United States. Primary suppliers provide the engineering services, construction
and paving materials for pipelines, sewer lines, linings, road repair, plants and facilities and corporate buildings; chemicals used for
water treatment; energy; and technology.

GRI 102: General i 10210 i significant changes to the i 6
Disclosures (2016) organization and its supply chain :

2020 Annual Report, Item 1. Business; About American Water, Organizational Leadership Changes

We issued an updated Code of Ethics in 2020. We established a Supplier Code of Conduct in 2020 to provide stronger guidance to
our suppliers. In April 2019, we implemented MyPurchasing, a modern, enterprise-wide sourcing, contract management and procurement
system designed for increased compliance to our procurement policy.
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GRI Standard Disclosure Number Disclosure Title Page Number

GRI 102: General 10211 Precautionary Principle or approach
Disclosures (2016) : :

American Water does not follow the precautionary approach as outlined by GRI and the United Nations, but has a comprehensive risk
management program in place.

GRI 102: General { 10212 ! External initiatives :
Disclosures (2016) :

To demonstrate our commitment to ESG governance and transparency, we report through the Global Reporting Initiative (GRI), Sustainability
Accounting Standards Board (SASB) and the Edison Electric Institute (EEI) frameworks. In addition, we reference the Task Force on Climate-related
Financial Disclosures (TCFD) recommendations, providing information and data related to our approach to managing climate risk across
the enterprise. We also take into consideration the United Nations Sustainable Development Goals (UNSDGs), and we submit responses
to the S&P Global Corporate Sustainability Assessment (CSA) and CDP Climate Change annually. To better understand and communicate
our climate related risks and opportunities to stakeholders, we respond to the CDP Climate Change questionnaire annually. Additionally, we
have voluntarily aligned with National Institute of Standards and Technology (NIST) standards since 2014, demonstrating our commitment
to protecting critical infrastructure.

GRI 102: General 10213 Membership of associations 25
Disclosures (2016) : :

GRI 102: General 10214 Statement from senior decision-maker i 4
Disclosures (2016) : :

Greetings From Our President & CEO

GRI 102: General 102-16 Values, principles, standards, and norms of behavior 9,19
Disclosures (2016) : :

About American Water, Our Values; Corporate Governance & Business Ethics, Business Ethics

GRI 102: General 10217 Mechanisms for advice and concerns about ethics 19
Disclosures (2016) : :

GRI 102: General 102-18 Governance structure : 17
Disclosures (2016) : :

Corporate Governance & Business Ethics, Corporate Governance

GRI 102: General i 10240 i List of stakeholder groups i 24
Disclosures (2016) : H

Stakeholder Engagement, Our Stakeholders
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GRI Standard Disclosure Number Disclosure Title Page Number

GRI 102: General 10241 Collective bargaining agreements
Disclosures (2016) : :

As of December 31, 2020, approximately 45% of our workforce was represented by unions, and we had 72 collective bargaining agreements
in place with 14 different unions representing our unionized employees.

GRI 102: General | 10242 ! Identifying and selecting stakeholders ‘24
Disclosures (2016) : :

Stakeholder Engagement, Our Stakeholders

GRI 102: General 10243 Approach to stakeholder engagement 24
Disclosures (2016) : :

Stakeholder Engagement, Our Stakeholders

GRI 102: General 10244 Key topics and concerns raised 24
Disclosures (2016) : : :

Stakeholder Engagement, Our Stakeholders

GRI 102: General 102-45 Entities included in the consolidated
Disclosures (2016) i financial statements

2020 Annual Report, Item 1. Business

GRI 102: General 102-46 Defining report content and topic Boundaries 23
Disclosures (2016) : :

Stakeholder Engagement, Materiality Assessment Process

GRI 102: General | 10247  List of material topics {23
Disclosures (2016) : H

Materiality Assessment Process, Our Material Topics

GRI 102: General 102-48 Restatements of information

Disclosures (2016) : :

None

GRI 102: General 102-49 Changes in reporting

Disclosures (2016) : :

None

GRI 102: General { 102550 ! Reporting period i3
Disclosures (2016) : : :

About This Report
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GRI Standard Disclosure Number Disclosure Title Page Number

GRI 102: General 102-51 Date of most recent report 3
Disclosures (2016) i : :

About This Report

GRI 102: General 102-52 Reporting cycle 3
Disclosures (2016) : :

About This Report

GRI 102: General 102-53 Contact point for questions regarding the report
Disclosures (2016) :

Please contact our Senior Vice President of Communications and External Affairs, Maureen Duffy, at Maureen.Duffy@amwater.com with
questions or feedback.

GRI 102: General 102-54 Claims of reporting in accordance
Disclosures (2016) : i with the GRI Standards

We prepared this report in accordance with the GRI Standards: Core option

GRI 102: General i 102:55 i GRI content index i 3,127
Disclosures (2016) H :

About This Report; Content Indices, GRI Content Index

GRI 102: General 102-56 External assurance
Disclosures (2016) :

Although we did not seek external assurance for the 2019-2020 Sustainability Report, we may consider external assurance for future
sustainability reports. We have no policy regarding external assurance for this report.
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GRI Standards: Topic-Specific Disclosures

GRI Standard Disclosure Number Disclosure Title Page Number

Water Infrastructure

GRI 103: Management 1031 : Explanation of the material topic and its Boundaries 84
Approach (2016) : : :

Water Infrastructure, Why It Matters

GRI 103: Management 103-2 Management approach and its components 85-94
Approach (2016) : : :

Water Infrastructure, Our Approach

GRI 103: Management 103-3 Evaluation of management approach 94
Approach (2016) : : :

Water Infrastructure, Our Performance

Non-GRI Topic ! SASB: IF-WU-140a.1 ! Water Main Replacement Rate Y
Specific Metric : H H

Water Infrastructure, Our Performance; ESG Data Summary

T T T

Non-GRI Topic Company-Specific Average Age of Pipes (Years)
Specific Metric : :

In 2020, 89.7% of our pipes had installation dates available, of which the average age is 47 years. For pipes that are older than 80 years,
12.6% have installation dates available.

Climate Variability

GRI 103: Management
Approach (2016)

: Explanation of the material topic and its Boundaries

Climate Variability, Why It Matters

GRI 103: Management 103-2 Management approach and its components 95-99
Approach (2016) i i i

Climate Variability, Our Approach

GRI 103: Management 103-3 Evaluation of management approach 100
Approach (2016) : : :

Climate Variability, Our Performance

GRI 201: Economic 201-2 Financial implications and other risks and opportunities 95-99
Performance (2016) due to climate change :

Climate Variability, Our Approach; American Water 2019 CDP Response, pg. 12-18; American Water 2020 CDP Response, pg. 7-13
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GRI Standard Disclosure Number Disclosure Title Page Number

Non-GRI Topic SASB: IFFWU-450a.1 Wastewater Treatment Capacity Located in 100-Year 100, 145
: i Flood Zones i

Specific Metric

Climate Variability, Our Performance; SASB Content Index

Non-GRI Topic Company-Specific Capital Expenditure Invested in Resiliency Capabilities 98
Specific Metric : : :

Climate Variability, Adaptation; ESG Data Summary

Water Supply Resilience

GRI 103: Management 1031 Explanation of the material topic and its Boundaries 102
Approach (2016) : : :

Water Supply Resilience, Why It Matters

T T T

GRI 103: Management 103-2 Management approach and its components 102-105
Approach (2016) : : :

Water Supply Resilience, Our Approach

GRI 103: Management 103-3 Evaluation of management approach 105-107
Approach (2016) : : :

Water Supply Resilience, Our Performance

Non-GRI Topic Company-Specific Total Water Withdrawal from All Areas 107
Specific Metric H : H

Water Supply Resilience, Our Performance; ESG Data Summary

Water Use & Efficiency

GRI 103: Management 1031 Explanation of the material topic and its Boundary 109
Approach (2016) : : :

Water Use & Efficiency, Why It Matters

GRI 103: Management 103-2 The management approach and its components 109-118
Approach (2016) : : :

Water Use & Efficiency, Our Approach; Water Use & Efficiency, Technology & Efficiency

GRI 103: Management 103-3 Evaluation of management approach 119
Approach (2016) : : :

Water Use & Efficiency, Our Performance

Non-GRI Topic SASB: IF-WU-140a.2 Volume of non-revenue water losses
Specific Metric : :

ESG Data Summary
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GRI Standard Disclosure Number Disclosure Title Page Number

Non-GRI Topic SASB: IFFWU-420a.1 Percentage of water utility revenues from 118,143
Specific Metric : i rate structures that are designed to promote :
conservation and revenue resilience

Water Use & Efficiency, Our Approach; SASB Content Index

Non-GRI Topic SASB: IFFWU-420a.2 Customer water savings from efficiency measures 116,143
Specific Metric : H H

Water Use & Efficiency, Residential Customer Water Savings; SASB Content Index; ESG Data Summary

Energy

GRI 103: Management 1031 Explanation of the material topic and its Boundaries 120
Approach (2016) : : :

Energy & Emissions, Why It Matters

GRI 103: Management 103-2 Management approach and its components 120-124
Approach (2016) : : :

Energy & Emissions, Our Approach

GRI 103: Management 103-3 Evaluation of management approach 124-126
Approach (2016) : : :

Energy & Emissions, Our Performance

GRI 302: Energy (2016) | 3021 i Energy Consumption within the organization i 124-126

Energy & Emissions, Our Performance; Energy & Emissions, Renewables; ESG Data Summary

GRI 302: Energy (2016) 302-3 Energy Intensity 126

Energy & Emissions, Our Performance; ESG Data Summary

Emissions
GRI 103: Management 1031 Explanation of the material topic and its Boundaries 120
Approach (2016) i i i

Energy & Emissions, Why It Matters

GRI 103: Management 103-2 Management approach and its components 120-124
Approach (2016) : : :

Energy & Emissions, Our Approach

GRI 103: Management 103-3 Evaluation of management approach 124-126
Approach (2016) : : :

Energy & Emissions, Our Performance
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GRI Standard Disclosure Number Disclosure Title Page Number

GRI 305:
Emissions (2016)

! 3051 ! Direct (Scope 1) GHG Emissions {125

Base Year: 2007
Base Year Emissions: 63,977 MT CO_e

Source of the emission factors and the
global warming potential (GWP) rates
used, or a reference to the GWP source.

EPA: Center for Corporate Climate Leadership

: Engie: Energy Management Company/Carbon Management System
i eGRID

IPCC Fifth Assessment Report (AR5—100 year) for CO.e (e.g., CH,, N0, HFC to CO.e)

Consolidation approach for emissions;
whether equity share, financial control,
or operational control.

: Engie: Energy Management System/Carbon Management System
EPA: Greenhouse Gas Equivalencies Calculator

Standards, methodologies, assumptions
and/or calculation tools used.

eGRID

IPCC Fifth Assessment Report (AR5—100 year) for CO,e (e.g., CH,, N,0, HFC to CO_e)
GRI 305: 305-2 Energy indirect (Scope 2) GHG Emissions 125
Emissions (2016) i i

Base Year: 2007
Base Year Emissions: 789,699 MT CO,e

Source of the emission factors and the
global warming potential (GWP) rates
used, or a reference to the GWP source.

EPA: Center for Corporate Climate Leadership

: Engie: Energy Management Company/Carbon Management System

i eGRID

IPCC Fifth Assessment Report (AR5—100 year) for CO.e (e.g., CH,, N0, HFC to CO.e)

Consolidation approach for emissions;
whether equity share, financial control,
or operational control.

Standards, methodologies, assumptions
and/or calculation tools used.

Engie: Energy Management System/Carbon Management System

EPA: Greenhouse Gas Equivalencies Calculator

i eGRID

IPCC Fifth Assessment Report (AR5—100 year) for CO.e (e.g., CH,, N0, HFC to CO.e)

Employment

GRI 103: Management
Approach (2016)

Talent Attraction, Engagement & Retention, Why It Matters

GRI 103: Management | 103-2

Approach (2016)

Management approach and its components

Talent Attraction, Engagement & Retention, Our Approach
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GRI Standard Disclosure Number Disclosure Title Page Number

GRI 103: Management 103-3 Evaluation of management approach 62
Approach (2016) : : :

Talent Attraction, Engagement & Retention, Our Performance

GRI 401: 4011 New employee hires and employee turnover" 62
Employment (2016) H H

Employee Hires (by business unit)

California-Hawaii

Eastern

Mid-Atlantic

Midwest

Southeast

Contract Services

Military Services

Homeowner Services

Corporate

Employee Turnover (by business unit)

California-Hawaii

Eastern

Mid-Atlantic

Midwest

Southeast

Contract Services

Military Services

Homeowner Services

Corporate
GRI 401: Employment 401-2 Benefits provided to full-time employees that are not 61
(2016) : : provided to temporary or part-time employees :

Talent Attraction, Engagement & Retention, Compensation & Benefits

1 We calculate our employee hire and turnover rates using the following formulas: Hire Rate = (# of hires during the reporting period)/(Total
number of employees during the reporting period); Turnover Rate = (# of separated employees during the reporting period)/(Total number
of employees during the reporting period)
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GRI Standard Disclosure Number Disclosure Title Page Number

Occupational Health & Safety

GRI 103: Management 1031 Explanation of the material topic and its Boundaries 40
Approach (2016) : : :

Occupational Health & Safety, Why It Matters

GRI 103: Management 103-2 Management approach and its components 40-47
Approach (2016) : : :

Occupational Health & Safety, Our Approach

GRI 103: Management 103-3 Evaluation of management approach 48
Approach (2016) : : :

Occupational Health & Safety, Our Performance

T T T

GRI 403: Occupational 4031 Occupational health and safety management system 42
Health and Safety (2018) : :

Occupational Health & Safety, Occupational Health & Safety Management System

GRI 403: Occupational 403-2 Hazard identification, risk assessment, 44
Health and Safety (2018) and incident investigation :

Occupational Health & Safety, Hazard Identification

GRI 403: Occupational 403-3 Occupational health services 45
Health and Safety (2018) : :

Occupational Health & Safety, Occupational Health Services

GRI 403: Occupational 4034 Worker participation, consultation, and communication 41, 47
Health and Safety (2018) i on occupational health and safety :

Occupational Health & Safety, Governance; Occupational Health & Safety, Communication

GRI 403: Occupational 403-5 Worker training on occupational health and safety 46
Health and Safety (2018) : :

Occupational Health & Safety, Occupational Health & Safety Training; ESG Data Summary

GRI 403: Occupational 403-6 Promotion of worker health 14-15, 45
Health and Safety (2018) : :

Addressing COVID-19; Occupational Health & Safety, Occupational Health Services

GRI 403: Occupational 403-7 Prevention and mitigation of occupational 19, 40-48
Health and Safety (2018) ! i health and safety impacts directly linked i
: by business relationships

Corporate Governance & Business Ethics, Business Ethics; Occupational Health & Safety, Our Approach;
Occupational Health & Safety, Our Performance
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GRI Standard Disclosure Number Disclosure Title Page Number

GRI 403: Occupational 403-9 Work-related injuries 5 40—48
Health and Safety (2018) : :

Occupational Health & Safety, Our Approach; Occupational Health & Safety, Hazard Identification;
Occupational Health & Safety, Our Performance; ESG Data Summary

Number of Hours Worked : 8,043,230 622,891 6,397,970

Work-Related Hazards

Any Actions Taken or Underway to Eliminate Other Work-Related Addressing COVID-19; Occupational Health & Safety, Occupational
Hazards and Minimize Risks Using the Hierarchy of Controls { Health & Safety Management System

Occupational Health & Safety, Hazard Identification

Occupational Health & Safety, Occupational Health & Safety Training

: Occupational Health & Safety, Communication

Whether the Rates have been Calculated Based on 200,000 or : American Water calculates ORIR based on 200,000 hours.
1,000,000 Hours Worked

No workers have been excluded from this disclosure.

Standards, Methodologies, and Assumptions Used to Compile Data  : All data has been compiled in accordance with OSHA
ORIR/DART formulas.
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GRI Standard Disclosure Number Disclosure Title Page Number

GRI 403: Occupational | 403-10 | Work-related ill health i 40-48
Health and Safety (2018) : H

Occupational Health & Safety, Our Approach; Occupational Health & Safety, Hazard Identification;
Occupational Health & Safety, Our Performance; ESG Data Summary

American Water does not currently track this information.
i We track contractor ORIR and DART.

Any Workers Excluded From This Disclosure (And Why)

Training & Education

GRI 103: Management 1031 Explanation of the material topic and its Boundaries 49
Approach (2016) : : :

Talent Attraction, Engagement & Retention, Why It Matters

GRI 103: Management 103-2 The management approach and its components 49-61
Approach (2016) : i i

Talent Attraction, Engagement & Retention, Our Approach

GRI 103: Management 103-3 Evaluation of the management approach 62
Approach (2016) : H H

Talent Attraction, Engagement & Retention, Our Performance

GRI 404: Training and 4041 Average hours of training per year per employee

Education (2016) : :
O SO SO OO e FT 2 020
ByGender .................................................................................................................................................................................................................................
Fema|e ........................... 4728
Ma|e V7S B 4737
ByEmp|oyee ..............................................................................................................................................................................................................................
ExeCUtlveManagement ............................ 4242
NonExeCUtlveManagement BV B 6425
Other .................................................................................................................................. 4809 ............................... 4448
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GRI Standard Disclosure Number Disclosure Title Page Number

Diversity & Equal Opportunity

GRI 103: Management 1031 Explanation of the material topic and its Boundaries 49, 52
Approach (2016) i i i

Talent Attraction, Engagement & Retention, Why It Matters; Talent Attraction, Engagement & Retention, Inclusion & Diversity

GRI 103: Management 103-2 Management approach and its components 49-61, 52
Approach (2016) : : :

Talent Attraction, Engagement & Retention, Our Approach; Talent Attraction, Engagement & Retention, Inclusion & Diversity

GRI 103: Management 103-3 Evaluation of management approach 62,52
Approach (2016) : : :

Talent Attraction, Engagement & Retention, Our Performance; Talent Attraction, Engagement & Retention, Inclusion & Diversity

GRI 405: Diversity and 405-1 Diversity of governance bodies and employees 18,52
Equal Opportunity (2016) : H

Corporate Governance & Business Ethics, Corporate Governance (Board gender and racial/ethnic diversity); Talent Attraction, Engagement &
Retention, Inclusion & Diversity (Workforce gender and racial/ethnic diversity); 2021 Proxy Statement (Board Age—pg. iv); 2020 Inclusion &
Diversity Report (Workforce age diversity, by generation—pg. 9); ESG Data Summary

Local Communities

GRI 103: Management 1031 Explanation of the material topic and its Boundaries 30
Approach (2016) i : :

Local Communities, Why It Matters

GRI 103: Management 103-2 Management approach and its components 30-38
Approach 2016 : : :

Local Communities, Our Approach

GRI 103: Management 103-3 Evaluation of management approach 33,36
Approach (2016) : : :

Local Communities, American Water Charitable Foundation; Local Communities, Employee Volunteerism

GRI 413: Local i 4132 i Operations with significant actual and potential i 30-38,64-69,
Communities (2016) negative impacts on local communities 74-80, 85-94

Local Communities, Our Approach; Customer Experience, Our Approach;
Water Quality & Emerging Contaminants, Our Approach; Water Infrastructure, Our Approach

Public Policy

GRI 103: Management 1031 Explanation of the material topic and its Boundaries 26
Approach (2016) : : :

Policy Influence, Why It Matters
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GRI Standard Disclosure Number Disclosure Title Page Number

GRI 103: Management 103-2 Management approach and its components 26-29
Approach (2016) : : :

Policy Influence, Our Approach

GRI 103: Management 103-3 Evaluation of management approach 29
Approach (2016) : : :

Policy Influence, Our Performance

GRI 415: Public i 4151 i Political contributions i 29
Policy (2016) : : :

Policy Influence, Our Performance; 2018 Political Contributions; 2019 Political Contributions; 2020 Political Contributions

Customer Experience

GRI 103: Management
Approach (2016)

Explanation of the material topic and its Boundaries

Customer Experience, Why It Matters

GRI 103: Management 103-2 Management approach and its components 64-69
Approach (2016) : : :

Customer Experience, Our Approach

GRI 103: Management 103-3 Evaluation of management approach 70
Approach (2016) : : :

Customer Experience, Customer Feedback; Customer Experience, Our Performance

Non-GRI Topic Company-Specific Customer Satisfaction Survey Rating 70
Specific Metric : : H

Customer Experience, Our Performance; ESG Data Summary

Water Access & Affordability

GRI 103: Management 1031 Explanation of the material topic and its Boundaries 71
Approach (2016) : : :

Water Access & Affordability, Why It Matters

GRI 103: Management 103-2 Management approach and its components 71-72
Approach (2016) : : :

Water Access & Affordability, Our Approach

GRI 103: Management 103-3 Evaluation of management approach 73
Approach (2016) : : :

Water Access & Affordability, Our Performance
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Non-GRI Topic | SASB: IFWU-240a.1 | Average retail water rate for (1) residential, {73
Specific Metric i i (2) commercial, and (3) industrial customers i

Water Access & Affordability, Our Performance; ESG Data Summary

Non-GRI Topic SASB: IF-WU-240a.2 Typical monthly water bill for residential customers 73
Specific Metric : for 10 Ccf of water delivered per month :

Water Access & Affordability, Our Performance; ESG Data Summary

We report on the typical monthly water bill for residential customers for both water and wastewater services, combined.
We do not measure this specifically for 10 Ccf of water delivered per month.

Non-GRI Topic SASB: IF-WU-240a.3 Number of residential customer water disconnections for 16, 73,143
: non-payment, percentage reconnected within 30 days :

Specific Metric

Addressing COVID-19, Customer Impact; Water Access & Affordability, Our Performance; SASB Content Index

Non-GRI Topic Company-Specific Number of States with Low Income Programs 73
Specific Metric : : :

Water Access & Affordability, Our Performance; ESG Data Summary

Water Quality & Emerging Contaminants

GRI 103: Management 1031 Explanation of the material topic and its Boundaries 74
Approach (2016) : : :

Water Quality & Emerging Contaminants, Why It Matters

GRI 103: Management 103-2 Management approach and its components 74-80
Approach (2016) : : :

Water Quality & Emerging Contaminants, Our Approach

GRI 103: Management 103-3 Evaluation of management approach 81
Approach (2016) : : :

Water Quality & Emerging Contaminants, Our Performance

Non-GRI Topic SASB: IF-WU-140b.2 Discussion of strategies to manage effluents of 80-81
Specific Metric : i emerging concern :

Water Quality & Emerging Contaminants, Source Water Management; Water Quality & Emerging Contaminants, Our Performance

Non-GRI Topic SASB: IF-WU-250a.2 Discussion of strategies to manage drinking 77,81
Specific Metric : water contaminants of emerging concern :

Water Quality & Emerging Contaminants, Drinking Water; Water Quality & Emerging Contaminants, Our Performance

Non-GRI Topic Company-Specific American Water Systems with Drinking Water NOVs 81
Specific Metric (Times Better than the Rest of the Water Industry)

Water Quality & Emerging Contaminants, Our Performance; ESG Data Summary
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SASB Index

SASB Code Accounting Metric Page Number
IF-WU-130a.1 (1) Total energy consumed, (2) percentage grid electricity, (3) percentage renewable 124-126

£ unit 2019 2020
Total Energy Consumed i Gigajoules (GJ) o1 i 4.87 4.80
Percentage Grid Electricity Percent 100% 100%
IF-WU-140a.1 Water main replacement rate 94

IF-WU-140a.2 Volume of non-revenue water losses

ESG Data Summary

SASB asks companies to report the volume of non-revenue real water losses. American Water currently reports the volume of non-revenue
water losses, which does not include leakage from mains and service connections and storage tank overflows. We publicly report our
non-revenue water rate, which represent leakage (real losses) and “apparent losses” (meter inaccuracies, theft, etc.) and “unbilled authorized
consumption” (water main flushing, firefighting, etc.).

IF-WU-140b.2 Discussion of strategies to manage effluents of emerging concern 80-81

Water Quality & Emerging Contaminants, Source Water Management; Water Quality & Emerging Contaminants, Our Performance

IF-WU-240a.1 Average retail water rate for (1) residential, (2) commercial and (3) industrial customers 73

Water Access & Affordability, Our Performance; ESG Data Summary

IF-WU-240a.2 Typical monthly water bill for residential customers for 10 Ccf of water delivered 73
: per month :

Water Access & Affordability, Our Performance; ESG Data Summary

We report on the typical monthly water bill for residential customers for both water and wastewater services, combined.
We do not measure this specifically for 10 Ccf of water delivered per month.
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SASB Code Accounting Metric Page Number

IF-WU-240a.3 Number of residential customer water disconnections for non-payment, 73
i percentage reconnected within 30 days i

Water Access & Affordability, Our Performance

' 2020
Number of Residential Customer 79,655
Water Disconnections for Non-Payment
Percentage Reconnected within 30 days 71.04%
IF-WU-240a.4 Discussion of impact on external factors on customer affordability of water, 73

¢ including the economic conditions of the service territory

Water Access & Affordability, Our Performance

IF-WU-250a.2

Discussion of strategies to manage drinking water contaminants of 77,81
{ emerging concern :

Water Quality & Emerging Contaminants, Drinking Water; Water Quality & Emerging Contaminants, Our Performance

IF-WU-420a.1 Percentage of water utility revenues from rate structures that are designed to promote 109-111
i conservation and revenue resilience :

Percentage of water utility revenues from 48% A47%
rate structures that are designed to promote :

conservation and revenue resilience : : :

Water Use & Efficiency, Our Approach

IF-WU-420a.2 Customer water savings from efficiency measures 116

Water Use & Efficiency, Residential Customer Water Savings; ESG Data Summary

1 In accordance with our COVID-19 measures, American Water reconnected customers who had previously been shut off for non-payment
during the COVID-19 public health emergency. For more information, please see the Addressing COVID-19 section of the report.
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IF-WU-440a.3 Discussion of strategies to manage risks associated with the quality and availability 74-80, 102-105
i of water resources :

Water Quality & Emerging Contaminants, Our Approach; Water Supply Resilience, Our Approach

IF-WU-450a.1 Wastewater treatment capacity located in 100-year flood zones : 100

Climate Variability, Our Performance

Unit 2019 2020
Wastewater treatment capacity Cubic Meters 117,775 117,775
located in 100-year flood zones (m3) per Day :
IF-WU-450a.3 (1) Number of unplanned service disruption, and (2) customers affected, 94
i each by duration category :
Water Infrastructure, Our Performance
Unit : 2018 : 2019 2020
Number of unplanned service disruptions Main breaks 0.27 0.22 0.20
per mile i i

SASB asks companies to report the number of unplanned service disruptions. We report this metric as main breaks per mile, which differs
from SASB’s methodology. We currently do not report the number of customers affected by unplanned service disruptions by duration category.

IF-WU-000.A : Number of: (1) residential, (2) commercial, and (3) industrial customers served,
i by service provided

Unit 2019 2020
Number of residential Water services Number (in 2,914 2,948
CUSIOMErsS served i, thousands) b s
Wastewater services 215 236
Number of commercial Water services Number (in 222 225
CUSIOMErS Served i, thousands) b s
Wastewater services 13 15
Number of industrial Water services Number (in 4 4
CUStOMErs served i, thousands) b s
Wastewater services - - -
Number of fire service Water services Number (in 48 49 50
CUSTOMErS Served b thousands) i s
Wastewater services - - -
Number of public and Water services Number (in 16 16 17
other customers o i thousands) o e .
i Wastewater services 1: 1: 1
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SASB Code Accounting Metric Page Number

IF-WU-000.B Total water sourced, percentage by source type

Surface water i Percent { { 66.92% | 66.23%
Water purchased from third parties Percent . 6.71% 7.22%
IF-WU-000.C Total water delivered to: (1) residential, (2) commercial, (3) industrial, and

i (4) all other customers

i Gallons 172,827 | 167,470 i 178,753
¢ in millions : : :
i Gallons 82,572 | 81,268 | 75,875
¢ in millions H H H

Billed water service volumes to industrial customers Gallons 38,432 37,242 34,875

¢ in millions
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EEI Disclosures

Reference Number _ Page Number

7.1 Total Number of Employees

Talent Attraction, Engagement & Retention, Inclusion & Diversity; ESG Data Summary; 2020 Inclusion & Diversity Report, pg. 8

i 52

Percentage of Racial/Ethnic Minorities in Total Workforce

Talent Attraction, Engagement & Retention, Inclusion & Diversity; ESG Data Summary; 2020 Inclusion & Diversity Report, pg. 8

7.2 Total Number on Board of Directors/Trustees 18

Corporate Governance & Business Ethics, Board Diversity; ESG Data Summary

7.21 Percentage of Women on Board of Directors/Trustees 18,52

Corporate Governance & Business Ethics, Board Diversity; Talent Attraction, Engagement & Retention, Inclusion & Diversity;

ESG Data Summary

As of March 26, 2019 As of March 31, 2020 As of March 30, 2021

Percent

7.2.2 Percentage of Racial/Ethnic Minorities on Board of Directors/Trustees

Corporate Governance & Business Ethics, Board Diversity; Talent Attraction, Engagement & Retention, Inclusion & Diversity; ESG Data
Summary

Occupational Health & Safety, Our Performance; ESG Data Summary

731 Recordable Incident Rate (ORIR) 48

Occupational Health & Safety, Our Performance; ESG Data Summary

7.3.3 Days Away, Restricted and Transfer (DART) Rate 48

Occupational Health & Safety, Our Performance; ESG Data Summary

Work-related Fatalities

Occupational Health & Safety, Our Performance; ESG Data Summary
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TCFD Index

Recommended Disclosure Page Number

o7

a. Describe the organization’s governance around climate-related risks and opportunities

Climate Variability, Governance; 2019 CDP Response; 2020 CDP Response

Our Chief Operational Excellence and Safety Officer, along with our Chief Environmental Officer, who both report to our COO, have ultimate
accountability for American Water’s approach to adaptation and mitigation strategies associated with climate change. Climate change is
a global issue with local implications; therefore, our state Presidents also hold responsibility for our performance.

The Safety, Environmental, Technology & Operations Committee, which meets quarterly, oversees programs and policies with respect to
protecting the environment, including the company’s sustainable efforts concerning water conservation, climate variability, contaminants
of emerging concern, and GHG emissions.

The Safety, Environmental, Technology & Operations Committee monitors and reviews operational risk exposure, mitigation strategies and
processes for assessing business continuity risks, including asset hardening, resiliency and contingency plans. This includes climate-related
risks such as more frequent extreme weather events and increased severity of natural disasters, and resulting resiliency investments and efforts.

The Safety, Environmental, Technology & Operations Committee reviews and monitors significant environmental strategies as well as policy
and planning issues related to operations—including matters before environmental regulatory agencies, compliance with environmental laws
and regulations, and environmental performance. Additional committee responsibilities include overseeing programs and policies regarding
the protection of the environment, water conservation and GHG emissions.

b. Describe management’s role in assessing and managing climate-related risks and opportunities

Climate Variability, Governance; 2019 CDP Response; 2020 CDP Response

Climate change is a global issue with local implications, therefore, our state Presidents also hold responsibility for our performance.

Our Chief Executive Officer, Chief Financial Officer, Chief Operating Officer, Chief Environmental Officer, Senior Vice President and Chief
Operational Excellence and Safety Officer and Capital Planning Management Committee all have responsibility for both assessing and
managing climate-related risks and opportunities, on a more frequently than quarterly basis.

CEO has overall responsibility for creating, planning, implementing and integrating the strategic direction of the company. Integration
of climate-related issues and strategy to mitigate such risks into overarching company plans is integral to the success of the business.
Climate-related responsibilities are assigned to this position because the CEO is accountable for the long-term sustainability of the business.

CFO leads the Finance and Operational Services teams, including responsibility for all aspects of financial management and strategy,
including directing finance strategy, investor relations, ESG, treasury, financial planning, accounting, internal audit, risk management,
regulatory compliance, and control functions. The CFO reports directly to the CEO, as well as manages the ESG efforts and position,
under Investor Relations. Climate-related responsibilities are assigned to this position because the CFO is responsible for the financial
sustainability of the company and integration of climate-related risk and resiliency are imperative to long-term sustainability.

COO has overall responsibility for creating, planning and integrating the strategic direction of the business including oversight of advancement
of technology within operations to improve effectiveness. Climate-related responsibilities are assigned to this position because the COO is
responsible for our operations meeting current/future capacity requirements and having the resiliency to withstand climate-related impacts.
This position reports to the CEO.

Chief Environmental Officer is responsible for Environmental Leadership and oversight of activities directly related to the management of
climate-related risks. This includes the advancement of research and development, water quality, and technology to improve effectiveness;
compliance with requirements in multiple media (including drinking water, wastewater, air, and waste), environmental stewardship, and
oversight of the Central Lab that analyzes 80,000+ drinking water samples per year; and helping to ensure that our operations meet current/
future capacity, water quality requirements, and have resiliency to withstand climate-related impacts. The Chief Environmental Officer shapes
the organizational Environmental Leadership mission, vision, and targets for American Water's employees This position reports to the COO.

Senior Vice President and Chief Operational Excellence and Safety Officer is responsible for leading the Operational Excellence efforts, which
are helping to support the business’ efforts in achieving growth and operational efficiency in Safety, Meter Operations, and Engineering.

An example of the overlap of climate-related issues and Operational Excellence is the portfolio wide initiative to implement Advance Meter
Infrastructure (AMI) which interconnect with customer applications to assist in conservation measures, usage tracking and increased
communication with customers regarding their use of water resources. This position reports to the COO.
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a. Describe the climate-related risks and opportunities the organization
has identified over the short, medium, and long-term.

Climate Variability, Why It Matters; Climate Variability, Our Approach; 2019 CDP Response; 2020 CDP Response

Short-Term (O-1yr): American Water tracks, monitors, and studies extreme weather events on an on-going basis and is routinely taking action
in this area to provide safe, reliable, and consistent water and wastewater services to our customers. We are also active in conservation
activities with our customers, with an eye on the potential impact related changes in water supply and usage will have on our operations.

We commit approximately $1.6 billion annually to capital investment, and approximately 8% of our total capital investment, to increasing

the resiliency of our assets.

Medium-Term (1-5yrs): American Water updates System Master Plans, through Capital Planning Studies, for our water and wastewater
systems at approximately 5 to 7 year intervals, and implements projects identified in these plans. Various other specific engineering
studies and inspections may also be undertaken. We expect to spend between $10.3 billion-$10.5 billion on capital investments from
2021-2025 to address aging infrastructure, reduce or eliminate leaks, improve cyber and physical security, and increase resiliency of
critical assets from the impacts of climate variability, including approximately 8% dedicated to resiliency. Capital investment in part go to
projects that improve energy efficiency, enhance resiliency of our assets and facilities and enhance water treatment processes to maintain
compliance with all environmental regulations. For more information about our medium-term risks, please see our response to question
C2.3a in our CDP response.

Long-Term: As part of the Comprehensive Planning work, American Water examines longer term climate related impacts such as drought
and flooding recurrence intervals, increasing storm intensity and related grid power outages, and the impact of heat/cold weather patterns
on critical assets and water use. Where significant impact from climate-related droughts, flooding, sea level rise or natural disasters drive
major capital improvement upgrade projects, the risks will be evaluated on a longer time period such as 25-50 years. We expect to spend
between $22 billion and $25 billion on capital investments from 2021 to 2030 to address aging infrastructure, reduce/eliminate leaks,
improve cyber/physical security, and increase resiliency of critical assets to climate variability. For more information about our long-term
risks and opportunities, please see our CDP response to questions C2.3a and C2.4a.

T

b. Describe the impact of climate-related risks and opportunities 95-99
on the organization’s businesses, strategy, and financial planning. :

Climate Variability, Why It Matters; Climate Variability, Our Approach; 2019 CDP Response; 2020 CDP Response

Revenues: American Water compiled revenue for our inclining block states (CA and NY), combined that with our Revenue Stabilizing
Mechanism states (NY, CA, and IL) and added in the fixed meter charges from our other regulated states, which resulted in approximately
47% of our customers having adaptive rates—related to the risks and opportunities provided.

Capital Expenditures: Acute physical climate risks such as extreme weather events pose increasing risks to American Water. American Water
is tasked with addressing potential risks posed by aging infrastructure and the increasing impacts of climate variability to continue providing
safe and reliable water and wastewater services to customers. American Water expects to spend between $22 billion and $25 billion on
capital investments from 2021 to 2030 to address issues, including climate-related risk. A specific example of an action taken includes

an investment of $4 million on 32 generator projects across 12 states in 2020. In addition, as the need for standby generators is crucial
during power loss events, we have entered into agreements to help improve fuel deliveries for emergency use. These projects, and the other
capital investments made by American Water improve asset resiliency and the reliability of water service to customers during an emergency.
We anticipate our investment budget will continue to rise as infrastructure ages, climate-related risks are realized, new regulations are
promulgated and growth continues.

Direct Costs: Climate variability has impacted certain treatment facilities located in flood prone areas. As the need for standby generators
is crucial during power loss events, we have entered into agreements to facilitate fuel delivery for emergency use. Additionally, to prepare for
such events American Water maintains Emergency Response Plans.

Indirect Costs: The increased cost of treatment and pumping due to changes in input pricing and loading from other external factors presents
financial and strategic risk. The cost of electric energy for water treatment, wastewater treatment and pumping operations (about 1 million
MWh/year) represents a significant portion of our annual operations budget. Increased fuel and power costs may cause changes to the
operational efficiency profile by limiting financial resources available.

Capital Allocation: Asset replacement to improve efficiency, meet regulations, provide supplies and reduce the loss of “High Risk Assets”
are core drivers for capital allocation and investment. Each of these core drivers can be impacted by climate variability such as water supply
quantity, impacts to water quality or the need to harden assets due to increased storm activity and severity. Examples of capital allocated
for improved resiliency include increased flood wall protection, reservoir projects in Maryland and Missouri, increased installation of standby
power systems, redundancy and interconnections with adjacent water purveyors.
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Acquisitions and divestments: A component of evaluating potential acquisitions is the ability to integrate adjacent systems and assets

into our current infrastructure. Many acquired systems are under distress and have not been maintained. Identifying inefficiencies early on
through due diligence review, many with a direct impact on GHGe, such as aged leaking water mains and inefficient assets (e.g., pumps) are
factored into our acquisition strategy. These approaches not only allow for a reduction in the existing carbon footprint through more efficient
operations, but also improve customer service and satisfaction. With increasingly stringent environmental, water quality and health and safety
laws and regulations, including with respect to contaminants of emerging concern, and the need for increased infrastructure investment, many
community water and wastewater systems may be strained to meet the increasing standards of operation. American Water considers the
impacts of climate-related risks during system upgrade and project designs, and business development opportunities.

Access to Capital: Traditional means of access to capital are currently not impacted. American Water has sufficient access to capital for the
anticipated risk mitigation activities and capital improvement plan.

Liabilities: Our capital program planning process examines and includes projects such as flood walls that mitigate related liabilities due to
climate related risk. The planning process integrates several scoring factors including identification of high-risk assets that can be impacted
by several factors, including climate related risk. Reduction of risk and hardening of high-risk assets reduces liabilities.

c. Describe the resilience of the organization’s strategy, taking into consideration different climate-related 89-90, 99
scenarios, including a 2°C or lower scenario. :

Water Infrastructure, Assessing Infrastructure Risks; Climate Variability, New Jersey American Water Climate Impact Assessment; 2019 CDP
Response; 2020 CDP Response

American Water reviews current climate science and global models related to temperature, precipitation and sea level rise on an ongoing basis.
Where actionable forecasts are available, American Water will use this information in our CPS and Master Plans, which assess the climate risk
and resiliency of our water and wastewater systems over short, medium and long-term time horizons (0-25+ years). Our CPS process enables
us to evaluate and predict how water supplies, water quality and water demands may change over time. We also consider how increasing
intensity and frequency of extreme weather events may affect our infrastructure and assets, which helps determine any updates or changes

to our design standards. We enhanced our CPS process in 2019 to include RRAs, which will be updated on a five-year cycle.

American Water performs Comprehensive Planning Studies with Risk and Resiliency assessments which incorporate climate-related scenario
analysis and uses information from climate model scenarios where applicable to identify and select facility upgrade projects. American Water
performed a sea level rise (SLR) impact study in NJ using available Light Detecting and Ranging (LiDAR) topographic data, created a GIS base
map of the facility and superimposed the Federal Emergency Management Agency (FEMA) flood mapping data. This coastal facility was
selected for the assessment due to its critical operation and vulnerability to flooding. Then, we compared the FEMA mapping with other
inundation mapping layers that were available from National Oceanic and Atmospheric Administration (NOAA). This information was used

to identify the extent of flooding under different scenarios (category 1 and 2 hurricanes plus SLR) and time horizons (2030 and 2070).
Precipitation and temperature scenarios were based on the regional information gathered from the National Climate Assessment, as well as
other climate variability planning studies that have been conducted on a state-wide scale in NJ. The National Weather Service Sea, Lake and
Overland Surges from Hurricanes (SLOSH) model was also used to model storm surge. We also examined temperature increases projected
under RCP 2.5, RCP 6 and RCP 8.5. In each component of the analysis, we bracketed the impact to low impact and high impact scenarios.
The SLR study in NJ was used to develop a long-term plan for the facility assessed. Immediate/short-term improvements were identified, and
a long-term strategy was developed. The long-term strategy includes expanding facilities outside of the area of concern to reduce the critical
dependence on this facility.

The Comprehensive Planning work identifies needed system improvements, which drive financial planning and business strategy. To date, we
have examined the risk of sea level rise for one facility in NJ and use this methodology as an approach for future studies. The risk of flooding
is routinely accessed for all facilities in FEMA flood zones during the Master Plan process. We continue to follow climate science modelling to
develop better ways to model the impacts from increasing storm intensity. These studies will continue to influence where we build new
facilities and how the facilities are designed.
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a. Describe the organization’s processes for identifying and assessing climate-related risks. 95-99

Climate Variability, Why It Matters; Climate Variability, Our Approach; 2019 CDP Response; 2020 CDP Response

Climate-related risks and opportunities are manifested throughout American Water. Potential risks and opportunities to water supplies and
water wastewater system assets, including climate-related risks, are identified and assessed through a disciplined process that includes the
Company’s Asset Management and Comprehensive Planning process.

The planning process incorporates various tools including system master plan studies, AWWA J100 standard risk and resiliency assessments,
the use of computerized hydraulic models, pipeline condition assessment studies and wastewater system evaluation programs. Potential
risks to service delivery, environmental compliance and safety, and financial risk are assessed. Potential risks are logged and tracked on
system risk registers. Climate risks evaluated may include increased storm severity and frequency; duration of power outages; changes

in precipitation trends impacting stream flows, aquifer recharge, flood and drought occurrences; water quality impacts due to shifting
temperature patterns, increased rainfall runoff intensity; and other natural hazards. Opportunities, such as flood resiliency, changes in
treatment technology, and improved energy efficiency are also identified through the planning process.

Climate related policy risks are also identified through our government affairs and environmental compliance oversight process. For example,
the Commonwealth of Pa amended the state code in 2018 (Section 109.708a) requiring community water suppliers operating in PA to certify
the development of an Uninterrupted System Service Plan (USSP). The USSP is a feasible plan to consistently supply adequate quantity of
drinking water during emergency situations.

b. Describe the organization’s processes for managing climate-related risks. i 95-99

Climate Variability, Why It Matters; Climate Variability, Our Approach; 2019 CDP Response; 2020 CDP Response

Understanding, tracking, and responding to the enterprise and local impacts of climate-related risks and opportunities are critical to
implementing targeted adaptation and mitigation plans that will bolster climate resiliency, efficient operations, and GHGe reductions.

The company has an Enterprise Risk Management process which includes an Asset Risk Assessment and Management process focused on
the company’s assessment and tracking of the highest potential risks. The asset risk register is compiled at an individual state level and
rolled up into a corporate view. State asset risk registers are used to manage actions to mitigate potential risks to service and environmental
compliance. Mitigation of potential asset risks is through the Capital Improvement Program (CIP) and refinements to emergency response and
business continuity plans.

Our Board of Directors’ Safety, Environmental, Technology and Operations Committee receives, reviews and discusses with executive
management quarterly briefings on risks from natural hazards, such as drought and loss of supply due to extreme weather events and natural
disasters. The Safety, Environmental, Technology and Operations Committee monitors and reviews operational risk exposure, mitigation
strategies and processes for assessing business continuity risks, including asset hardening, resiliency and contingency plans. This includes
climate-related risks such as more frequent extreme weather events and increased severity of natural disasters, and the resulting resiliency
investments and efforts. Operational risks cascade up from the company’s management and its Enterprise Risk Management Committee to
the Audit, Finance and Risk Committee and the Board.

Substantive financial risk is defined as anything $50 million or more. Such risk is elevated to the Enterprise Risk Management Committee
and managed using a heat map that defines risk by financial consequence and event likelihood. Three categories of substantive financial
consequence are (1-Manageable) 0<$50m, (2-Major) $50-$100m and (3-Critical) >$100m. Climate-related risks are evaluated as
stand-alone, such as drought on water supplies, and as cross cutting risks where non-climate related risks, such as aging infrastructure,
in combination with climate-related risks, such as flooding or increase threat of power outages, may amplify overall risk likelihood. Cross
cutting risks may drive capital project investment decisions especially for facilities that have an expected service life of 25 or more years.

c. Describe how processes for identifying, assessing, and managing climate-related risks are integrated into the 95-99

organization’s overall risk management.

Climate Variability, Why It Matters; Climate Variability, Our Approach; 2019 CDP Response; 2020 CDP Response

In our direct operations, our processes for identifying, assessing, and responding to climate-related risks is integrated into our
multi-disciplinary company-wide risk management process. The impact of climate-related risks on critical assets is considered
in combination with other potential risks including the risks posed by aging infrastructure.
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a. Disclose the metrics used by the organization to assess climate-related risks and opportunities in line with its 105-107,
strategy and risk management process. 124-126

Climate Variability, Our Performance; Energy and Emissions, Our Performance; ESG Data Summary; 2019 CDP Response;
2020 CDP Response

b. Disclose Scope 1, Scope 2 and, if appropriate, Scope 3 greenhouse gas (GHG) emissions and the related risks. 124-126

Energy and Emissions, Our Performance; ESG Data Summary; 2019 CDP Response; 2020 CDP Response

c. Describe the targets used by the organization to manage climate-related risks and opportunities and 105-107,
performance against targets. i 124-126

Climate Variability, Our Performance; Energy and Emissions, Our Performance; 2019 CDP Response; 2020 CDP Response

Energy & Emissions: We have committed to reducing our absolute scope 1 and scope 2 GHG emissions by more than 40% by 2025 from
a 2007 baseline. Our GHG emissions as of 2020 were 545,111, meaning we achieved approximately a 36% reduction from our base year,
and are approximately 90% of the way toward our goal.

Climate Variability/Water Supply Resilience: By 2030, increase our water system resiliency to respond to more extreme events (measured
as a 10% increase in Utility Resilience Index (URI) from the 2020 baseline weighted average). By committing 8% of our total capital
investment on resiliency projects each year and continuing to strengthen our workforce through incident management training and
emergency preparedness, we will be able to increase our ability to absorb and/or cope with an incident and return to normal operations.

Water Use & Efficiency: By 2035, continue to meet customer needs while saving 15% in water delivered per customer compared to a 2015
baseline. We will achieve this target by expanding best practices from existing conservation programs, utilizing innovative technologies,
investing capital to improve system performance to reduce water loss and non-revenue water while minimizing customer rate impacts, and
continuing to benefit from the ongoing national trends of declining residential water use related to fixtures and appliances.
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