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Aqua America, Inc. is the largest U.S.-based publicly-traded water utility serving
approximately 2.5 million residents in Pennsylvania, Ohio, Illinois, Texas, New Jersey,
Indiana, Virginia, Florida, North Carolina, Maine, Missouri, New York, South
Carolina and Kentucky. Aqua America is listed on both the New York and
Philadelphia Stock Exchanges under the ticker symbol WTR. The company has been
committed to the preservation and improvement of the environment throughout its
history, which spans more than 100 years.

COMPANY PROFILE

(In thousands of dollars, except per share amounts)

2003 2002 % Change

• Operating revenues (a)  . . . . . . . . . . . . .$ 367,233 $ 322,028 14.0 
• Net income available to 

common stock (a) (b)  . . . . . . . . . . . . . . . . .70,785 67,154 5.4 
• Diluted net income per common 

share (a) (b) (c)  . . . . . . . . . . . . . . . . . . . . . . . .0.79 0.78 1.3
• Annual dividend rate per 

common share (c)  . . . . . . . . . . . . . . . . . . . . . .0.48 0.448 7.1
• Dividends paid per 

common share (c)  . . . . . . . . . . . . . . . . . . . . .0.456 0.43 6.0 
• Common stockholders' equity 

per share (c)  . . . . . . . . . . . . . . . . . . . . . . . . . .7.11 5.80 22.6 
• Stockholders' equity  . . . . . . . . . . . . . . . . .659,030 493,097 33.7 
• Total assets (a)  . . . . . . . . . . . . . . . . . . . .2,069,736 1,717,069 20.5 
• Net cash flows from 

operating activities (a)  . . . . . . . . . . . . . . .143,373 121,560 17.9 
• Capital additions (a) (d)  . . . . . . . . . . . . . .163,320 136,164 19.9 
• Number of customers served  . . . . . . . . . .749,491 605,474 23.8

(a) Beginning August 1, 2003, the financial results for the operations 
acquired in the AquaSource acquisition have been included in Aqua 
America's consolidated financial statements.

(b) 2002 amounts include a net gain of $3,690 or $0.04 per share on the sale of a 
portion of our Ashtabula, Ohio water system.

(c) Restated for 2003 5-for-4 stock split.
(d) Excludes payments for acquired water and wastewater systems: $192,331 

in 2003 and $8,914 in 2002.

FINANCIAL HIGHLIGHTS
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Chairman’s Message

March 19, 2004

Dear Shareholder:

On Friday, January 16 we celebrated our name change to Aqua America, Inc. and our
ticker symbol change to WTR by ringing The Closing BellTM on the New York Stock
Exchange. We also hosted a financial analyst day to coincide with the event. After
more than 100 years of growth under our old name, it was time to have a name that
better reflected our new national footprint and our position as the largest publicly-
traded water utility based in the U.S. Overall, however, this change is simply new
wrapping on the same strong management team that will use the same core strategy
to position our company for continued growth at Aqua America.

The overriding theme for 2003 was growth as we added more than 20 percent to our
customer base, primarily through the AquaSource acquisition, which closed on July 31,
2003. The AquaSource acquisition furthered our growth-through-acquisition strategy,
supporting our goal of perpetuating the company’s revenue and earnings growth. The
acquisition also provided us with greater geographic and regulatory diversity with
entry into several new states, including faster-growing southern states.

Last year, growth at Aqua America was not limited to the number of customers we
served. Aqua America shareholders experienced a 34 percent stock price appreciation,
and a 37 percent total return if their dividends were reinvested. Consistent with our
long-term commitment to increasing shareholder value, on December 1, 2003 we
effected our thirteenth dividend increase in 12 years. We raised our annual dividend 7.1
percent to an annual rate of $0.48 per share (split-adjusted) to share the benefits of the
company’s increased earnings with our shareholders. We also completed a five-for-four
stock split that was effected in the form of a 25 percent stock distribution in December. 

Full year revenues grew 14.0 percent to $367.2 million over 2002 revenue of $322.0
million. This increase was driven by customer growth through acquisitions, as well as
rate relief in several of the states where we operate. In addition to the AquaSource
acquisition, we completed another 17 acquisitions and growth ventures in our various
other operating locations. The more than 20 percent growth in 2003 could be viewed
as the equivalent of five years of normal growth in a single year.

Additionally, we announced our agreement to acquire the water and wastewater
operations of Heater Utilities, Inc. in North Carolina. We will add approximately 50,000
new customers with this acquisition and gain the enhanced status of being the largest
investor-owned water utility in the fast-growing state of North Carolina. Pending
regulatory approval, we expect this agreement to close in mid-2004.

While customer growth drove revenues to record levels, challenging weather in our
primary service areas dampened our top line performance throughout the typically 
high-demand spring and summer months of 2003. Several of our locations experienced
rainfall over twice the normal levels coupled with unseasonably cool temperatures.
Though we were able to grow in spite of the unfavorable weather, we look forward to
the return of more normal weather patterns in 2004 to enhance our top line performance.

For the full year 2003 we reported $70.8 million in net income ($0.79 per share), an
increase of 5.4 percent over 2002 net income of $67.2 million ($0.78 per share). It is
important to note for comparative purposes that 2002’s fourth quarter and full year
net income per share figures included a $0.04 one-time gain from the sale of our
Ashtabula County, Ohio water system. 

Last year, Standard & Poor’s affirmed the A+ credit rating on Aqua America’s largest
operating subsidiary Aqua Pennsylvania, indicating that the AquaSource acquisition
improved our consolidated business profile. The recapitalization associated with the
AquaSource acquisition included the issuance of $135 million in unsecured long-term
debt on July 31, 2003 at 4.87 percent and the sale of five million shares (split-
adjusted) of common stock at $18.72 (split-adjusted) through an offering completed
on August 21, 2003. 
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Throughout the year, we continued to take advantage of historically low interest rates. Through the effective use of
new low cost debt and refinancing, Aqua America’s average interest rate for new long-term borrowings during
2003 was less than 4.8 percent. 

We also officially closed the books on our connection to Veolia Environnement (formerly Vivendi Environnement)
last year by conducting a secondary offering to sell the shares that we purchased (at a lower price) during Veolia’s
2002 divestiture of its 16.8 percent interest in Aqua America. The 1.869 million shares (split-adjusted) were
redistributed in a secondary offering last May to a diverse group of predominantly retail shareholders. 

A key factor in our core strategy is operating excellence. Like other publicly-traded companies, we continue to face
higher expenses associated with rising pension and other postretirement costs, as well as increasing professional
fees due to the new Sarbanes-Oxley regulations. We also have a new, higher cost structure due to our acquired
AquaSource properties which are more decentralized than the historically more concentrated operations in our
northern U.S. service areas. Our 2003 operating and maintenance expenses were above 2002 levels primarily due to
the addition of the AquaSource operations. Without AquaSource, expenses were up 3.7 percent, predominantly
driven by increased pension and other postretirement benefit costs. 

Although we inherited the higher operating expense model from the AquaSource operations, we were successful in
holding the line on operating expenses over which we had direct control at our other subsidiaries. Several key
union contracts were renegotiated and now all employees are sharing in the cost of health care coverage. We are
committed to improving our expense ratio by identifying economies of scale within our newly-expanded
operations. Synergies from the acquisition have begun to be realized and the integration of our new operations is
ahead of schedule. Going forward, we plan to take costs out of our operations to continue to improve our
efficiency, while maintaining reliability.

Utility reliability became the new focus of regulators and the general population after the electricity blackout in the
Northeast in August 2003. We are pleased to report that throughout the blackout, none of our customers were
without water. We remain committed to providing quality, reliable service to our customers.

We believe that mounting demands for reliable service, coupled with progressively more stringent EPA standards,
will continue to drive consolidation among the more than 50,000 community water systems in the U.S. With our
strong balance sheet and sound historical financial performance, we continue to believe that we are uniquely
positioned to profitably capitalize on this consolidation by executing our growth-through-acquisition strategy. 

This year, one of our esteemed board members, Alan Hirsig — a seasoned business professional — will retire. We
express our gratitude to Mr. Hirsig for his faithful service on our board since 1997. Mr. Hirsig served through two of
the largest acquisitions in the company’s history – the Consumers Water Company merger in 1999, and the most
recent acquisition of the AquaSource water and wastewater utilities in July 2003. This period represents a pivotal
time in our history that transitioned Aqua America from a single state company to the largest U.S.-based publicly-
traded water utility. We thank Mr. Hirsig for his dedicated service and wish him success during his retirement.

Finally, at the core of any company’s success is its workforce, and Aqua America benefits from employing many
excellent people. A special thanks to all of our employees for their continued dedication and hard work that
allowed us to post another record year.

Sincerely,

Nicholas DeBenedictis

Nicholas DeBenedictis
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DIVIDEND HIGHLIGHTS

• Increased cash dividend by 7.1 percent to $0.48 (split -
adjusted) on an annualized basis as of December 1, 2003

• 13 cash dividend increases in the last 12 years

• Dividends paid for 59 consecutive years

• Effected a five-for-four stock split in the form of a 
stock distribution on December 1, 2003

• Issued five stock splits in the last eight years
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2003
FINANCIAL DATA
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AQUA AMERICA, INC. AND SUBSIDIARIES
INVESTOR RELATIONS INFORMATION

Financial reports and Investor Relations

Copies of the company’s public financial reports including annual reports and Forms 10-K and 10-Q are available on
line and can be downloaded from the Investor Relations section of our website at www.aquaamerica.com. You may
also obtain these reports by writing to us at: 

ATTN: Investor Relations
Aqua America, Inc. 
762 W. Lancaster Avenue
Bryn Mawr, PA  19010-3489
www.aquaamerica.com

Corporate Governance

We are committed to maintaining high standards of corporate governance and implementing the corporate
governance rules of the Securities and Exchange Commission (SEC) and the New York Stock Exchange. Copies of our
key corporate governance documents, including our Corporate Governance Guidelines, Code of Ethical Business
Conduct, and the Charters of each Committee of our Board of Directors can be obtained from the Corporate
Governance portion of the Investor Relations section of our website – www.aquaamerica.com – or requests may be
directed to the address above. Amendments to the Code, and any grant of waiver from a provision of the Code
requiring disclosure under applicable SEC rules will be disclosed on our website. As required under section 302 of the
Sarbanes-Oxley Act of 2002 and Rule 13a-14(a) under the Securities and Exchange Act of 1934, Aqua America’s Chief
Executive Officer and Chief Financial Officer have performed the required certification for 2003 without exception
and  their certifications were filed as Exhibits 31.1 and 31.2 to our Form 10-K for 2003. You may access this report and
our other SEC filings from our website.      

Annual Meeting
10:00 a.m. Eastern Daylight Time
Thursday, May 20, 2004
Springfield Country Club 
400 West Sproul Road
Springfield, PA  19064

Transfer Agent and Registrar
EquiServe Trust Company, N.A.
P.O. Box 43010
Providence, RI  02940-3010
800-205-8314 or 781-575-3100
www.equiserve.com

Independent Accountants
PricewaterhouseCoopers LLP
Two Commerce Square
Suite 1700
2001 Market St. 
Philadelphia, PA  19103-7042

Stock Exchanges
The Common Stock of the company is listed on the New York Stock Exchange and the Philadelphia Stock Exchange
under the ticker symbol WTR. The daily closing price is printed in The Wall Street Journal as AquaAmer. Listings might
vary in other major newspapers. 

Dividend Reinvestment and Direct Stock Purchase Plan
The company’s Dividend Reinvestment and Direct Stock Purchase Plan (“Plan”) enables shareholders to reinvest all, or
a designated portion of, dividends paid on up to 100,000 shares of Common Stock in additional shares of Common
Stock at a five percent discount from a price based on the market value of the stock. In addition, shareholders may
purchase additional shares of Aqua America Common Stock at any time with a minimum investment of $50, up to a
maximum of $250,000 annually. Individuals may become shareholders by making an initial investment of at least
$500. A Plan prospectus may be obtained by calling EquiServe Trust Company at 800-205-8314 or by visiting
www.equiserve.com. Please read the prospectus carefully before you invest. Shares for the direct stock purchase
portion of the Plan are purchased in the open market at prevailing market prices.
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AQUA AMERICA, INC. AND SUBSIDIARIES
INVESTOR RELATIONS INFORMATION

IRA, Roth IRA, Education IRA
An IRA, Roth IRA or Education IRA may be opened through the Plan to hold shares of Common Stock of the company
and to make contributions to the IRA to purchase shares of Common Stock. Participants in the Plan may roll over an
existing IRA or other qualified plan distribution in cash into an IRA under the Plan to purchase the company’s
Common Stock. Participants may also transfer the company’s Common Stock from an existing IRA into an IRA under
the Plan. A prospectus, IRA forms and a disclosure statement may be obtained by calling EquiServe Trust Company at
800-472-7428. Please read the prospectus carefully before you invest.  

Direct Deposit
With direct deposit, Aqua America cash dividends are deposited automatically on the dividend payment date of each
quarter. Shareholders will receive confirmation of their deposit in the mail. Shareholders interested in direct deposit
should call the Company’s transfer agent at 800-205-8314. 

Delivery of voting materials to shareholders sharing an address
To reduce the expense of delivering duplicate voting materials to our shareholders who have more than one Aqua
America stock account, we are delivering only one  annual report and proxy statement to registered shareholders
who share an address unless otherwise requested. A separate proxy card is included in the voting materials for each
of these shareholders. 

How to obtain a separate set of voting materials
If you are a registered shareholder who shares an address with another registered shareholder and have received only
one set of voting materials for the 2004 annual meeting, you may write or call us to request a separate copy of this
material at no cost to you at 610-645-1196 or Attn: Investor Relations, Aqua America, Inc., 762 W. Lancaster Avenue,
Bryn Mawr, PA, 19010. For future annual meetings, you may request separate voting material by calling the
Company’s transfer agent at 800-205-8314. 

Account Access
Aqua America has paid dividends since 1946. The normal Common Stock dividend dates for 2004 and the first six
months of 2005 are:

Declaration Date Ex-Dividend Date Record Date Payment Date
February 3, 2004 February 12, 2004 February 16, 2004 March 1, 2004
May 3, 2004 May 12, 2004 May 14, 2004 June 1, 2004
August 3, 2004 August 12, 2004 August 16, 2004 September 1, 2004
October 5, 2004 November 11, 2004 November 15, 2004 December 1, 2004
February 1, 2005 February 11, 2005 February 14, 2005 March 1, 2005
May 3, 2005 May 12, 2005 May 16, 2005 June 1, 2005

To be an owner of record, and therefore eligible to receive the quarterly dividend, shares must have been purchased
before the ex-dividend date. Owners of any share(s) on or after the ex-dividend date will not receive the dividend for
that quarter. The previous owner - the owner of record - will receive the dividend. 

Only the Board of Directors may declare dividends and set record dates. Therefore, the payment of dividends and
these dates may change at the discretion of the Board. Announcement of the dividend declaration is usually
published in The Wall Street Journal and several other newspapers. 

Dividends paid on the company’s Common Stock are subject to Federal and State income tax. 

Lost Dividend Checks and Stock Certificates

Dividend checks lost by shareholders, or those that might be lost in the mail, will be replaced upon notification of the
lost or missing check. All inquiries concerning lost or missing dividend checks should be made to the Company’s
transfer agent at 800-205-8314. 

Shareholders should call or write the Company’s transfer agent to report a lost certificate. Appropriate
documentation will be prepared and sent to the shareholder with instructions.

Safekeeping of Stock Certificates
Under the Direct Stock Purchase Plan, shareholders may have their stock certificates deposited with the transfer agent
for safekeeping free of charge. Stock certificates and written instructions should be forwarded to:

EquiServe Trust Company, N.A. 
P.O. Box 43010
Providence, RI  02940-3010
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Nicholas DeBenedictis, 58
Chairman, President & CEO
Aqua America, Inc.
Director since 1992

Mary C. Carroll, 63
Consultant and
Community Volunteer
Director since 1981

G. Fred DiBona, Jr., 53
President and CEO
Independence Blue Cross
Director since 1993

Richard Glanton, 57
Senior Vice President
Exelon Corporation
Director since 1995

BOARD OF DIRECTORS

Alan Hirsig, 64
President and CEO (Retired)
Arco Chemical Company
Director since 1997

John F. McCaughan, 68
Chairman (Retired)
Betz Laboratories, Inc.
Director since 1984

John E. Menario, 68
Assistant to the President (Retired)
Banknorth Group, Inc.
Director since 1999

Richard L. Smoot, 63
Regional Chairman, Advisory Board
(Retired)
PNC Financial Services Group
Philadelphia and Southern New Jersey
Director since 1997

Nicholas DeBenedictis, 58
Chairman, President and CEO

Richard D. Hugus, 54
Regional President
Aqua America – South

Karl M. Kyriss, 55
President
Aqua Pennsylvania, Inc.

Robert G. Liptak, 56
Regional President
Aqua America – North

OFFICERS

Richard R. Riegler, 57
Senior Vice President
Engineering and
Environmental Affairs

David P. Smeltzer, 45
Senior Vice President
Finance and CFO

Roy H. Stahl, Esq., 51
Executive Vice President,
General Counsel
and Corporate Secretary
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NOTES
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