


2004 2003 % Change

• Operating revenues  . . . . . . . . . . . . . . . . . . . . . . .$ 442,039 $ 367,233 20.4 
• Net income available to 

common stock  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .80,007 70,785 13.0 
• Diluted net income per 

common share  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .0.85 0.79 7.6
• Annual dividend rate per 

common share  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .0.52 0.48 8.3
• Dividends paid per 

common share  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .0.490 0.456 7.5 
• Common stockholders’ equity 

per share  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.83 7.11 10.1 
• Stockholders’ equity  . . . . . . . . . . . . . . . . . . . . . . .748,468 659,030 13.6 
• Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .2,340,248 2,069,736 13.1 
• Net cash flows from 

operating activities  . . . . . . . . . . . . . . . . . . . . . . . .173,603 143,373 21.1 
• Capital additions (a) . . . . . . . . . . . . . . . . . . . . . . . .195,736 163,320 19.8 
• Number of customers served  . . . . . . . . . . . . . . . . .835,512 749,491 11.5

(a) Excludes net payments for acquired water and wastewater systems: $54,300 in 2004 and 
$192,331 in 2003.

Aqua America, Inc.

is the largest U.S.-based

publicly-traded water utility

serving more than 2.5

million residents in

Pennsylvania, Ohio, North

Carolina, Illinois, Texas,
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New York and South
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listed on both the New York

and Philadelphia Stock

Exchanges under the ticker

symbol WTR.

FINANCIAL HIGHLIGHTS (In thousands of dollars, except per share amounts)COMPANY PROFILE

Aqua America, Inc.

• The largest U.S.-based,
publicly-traded water 
utility.

• Growing at twice the rate
of other water utilities

• More than 100 acquisitions
and growth ventures in
the past five years.



March 14, 2005

Dear Shareholder:

Growth remained the theme of our 2004 performance. 

This past year was another exciting year of double-digit customer growth, with the addition of more than
85,000 customers through a combination of acquisitions and organic growth. Customer growth facilitates
earnings growth, as new customers generate additional revenues, improve economies of scale, and provide
increased opportunities for us to invest capital to improve and upgrade our utility systems.

Shareholders of Aqua America once again experienced double-digit growth in the return on their investment
during 2004, with our stock price appreciating 11 percent and shareholders who reinvested their dividends
reaping a total return of 13 percent. Additionally, the Board approved an 8.3 percent increase in the dividend effective with the
December 1, 2004 dividend payment. Our Board remains committed to enhancing shareholder value having increased our dividend 14
times in the last 13 years.

We are pleased to report record financial results for 2004, including 20 percent revenue growth and a 13 percent increase in net income.
Revenues grew from $367 million in 2003 to $442 million for the full year 2004. Net income grew to $80 million this year from $70
million in 2003 and corresponding diluted earnings per share grew to $0.85 from $0.79 in 2003. These increases were aided by the mid-
year acquisitions of Heater Utilities in North Carolina and the 63 systems from Florida Water Services in Florida, which collectively
added more than 65,000 customers to our base. Additional growth was achieved with 27 other “tuck-in” acquisitions in many of our 
other states.

This year was also one of successful rate increases with more than $27 million in annualized revenue awarded in 2004, contributing to
our financial performance. We are pleased with the fair treatment we have received from the regulatory commissions that govern our
operations and believe we have earned a reputation as a responsible, accountable water utility focused on water quality, infrastructure
improvement and customer service.

Standard and Poors confirmed the A+ corporate credit rating on our largest subsidiary Aqua Pennsylvania, and a AA- rating on our
first mortgage bonds. As a result of our excellent credit rating, we were able to refinance existing debt and issue new debt at low interest
rates, borrowing $132.2 million at an average interest rate of 4.8 percent during 2004. Through our refinancing and low-interest
borrowing efforts, we were able to reduce the overall weighted average cost on our $834.7 million of long-term debt from 6.2 percent to
6.0 percent during the year. Our ability to borrow at such low rates provides a direct benefit to our customers, as it allows us to partially
mitigate needed rate increases. 

In November, we completed an underwritten secondary offering of 1.955 million shares of common stock at a public offering price of
$22.70. The shares were distributed to a diverse group of predominantly retail shareholders. The proceeds of the offering were used to
repay a portion of our short-term debt with the balance used for working capital and other general corporate purposes.

Operating efficiency has been a consistent theme in our core strategy. Operating expenses had experienced upward pressure after the
acquisition of AquaSource (2003) and our recent acquisitions of Heater and Florida Water, which all have smaller, more geographically
dispersed systems and operate with a higher expense structure than our traditional operations. This year we worked diligently to improve
the operating efficiency of these newly-acquired properties. While we made considerable progress, we have more opportunity for
improvement and anticipate making greater progress over the coming years. We remain committed to managing our business as
efficiently as is prudent.

The Sarbanes-Oxley Act has changed the face of public company accountability and corporate governance standards. Being a regulated
entity and providing a product that has a public health impact, we have always had a history and culture of compliance with regulatory
standards. In 2004, we completed the new audit of internal control over financial reporting for the first time. We are pleased to report 
that our assessment concluded that our controls are effective and that we have no material weaknesses. Our auditors reached a 
similar conclusion. 

This year we mourned the passing of one of our esteemed board members, G. Fred DiBona, Jr.  Mr. DiBona, who served as the CEO of
Independence Blue Cross, joined our board in 1993. His contribution over the years was significant as we have grown from a small,
regional, regulated water utility to one of the water industry’s leading companies. His wit and wisdom will be sorely missed.

As we move forward, we firmly believe that our consolidation strategy remains sustainable in the fragmented water service industry.
With more than 50,000 water systems in the U.S., there is no shortage of acquisition opportunities. As the largest US-based, publicly-
traded company in our sector with a reputation for excellence, we believe that we are uniquely positioned to capitalize on the 
industry’s consolidation.

Aqua America’s success is built on the foundation of a four-legged stool supported by our customers, shareholders, employees and the
communities we serve. Thanks to the commitment of each of these constituents, we are pleased to report that Aqua America has delivered
another record year.

CHAIRMAN'S MESSAGE

Sincerely,

Nicholas DeBenedictis 1



DIVIDEND HIGHLIGHTS

• Increased cash dividend by 8.3 percent to 
$0.52 on an annualized basis as of December 
1, 2004

• 14 cash dividend increases in the last 13 years

• Dividends paid for 60 consecutive years

• Issued five stock splits in the last nine years
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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 Web site 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 have implemented 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 Web site—
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 Web site. The certifications of the
company’s chief executive officer and chief financial officer required by the Sarbanes-Oxley Act have been included as Exhibits 31.1 and
31.2 in the company’s Form 10-K. In addition, in 2004 the company’s chief executive officer provided to the New York Stock Exchange
the Annual CEO certification regarding the company’s compliance with the New York Stock Exchange’s corporate governance listing
standards.

Annual Meeting

10:00 A.M. Eastern Daylight Time
Thursday, May 19, 2005
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 Registered Public Accounting Firm

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.
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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 2005 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 shareholders may access their account by visiting www.equiserve.com. Shareholders may view their account, purchase
additional shares, and make changes to their account. To learn more, visit www.equiserve.com or call 800-205-8314.

Dividends

Aqua America has paid dividends since 1946. The normal Common Stock dividend dates for 2005 and the first six months of 2006 are:

Declaration Date Ex-Dividend Date Record Date Payment Date
January 28, 2005 February 10, 2005 February 14, 2005 March 1, 2005
May 5, 2005 May 16, 2005 May 18, 2005 June 1, 2005
August 5, 2005 August 16, 2005 August 18, 2005 September 1, 2005
November 4, 2005 November 15, 2005 November 17, 2005 December 1, 2005
February 2, 2006 February 13, 2006 February 15, 2006 March 1, 2006
May 5, 2006 May 16, 2006 May 18, 2006 June 1, 2006

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, 59
Chairman, President and CEO
Aqua America, Inc.
Director since 1992

Mary C. Carroll, 64
Consultant and
Community Volunteer
Director since 1981

G. Fred DiBona, Jr., 54
President and CEO
Independence Blue Cross
Director since 1993

Richard Glanton, 58
Senior Vice President
Exelon Corporation
Director since 1995

William P. Hankowsky, 53
Chairman, President and CEO
Liberty Property Trust
Director since 2004

John F. McCaughan, 69
Chairman (Retired)
Betz Laboratories, Inc.
Director since 1984

John E. Menario, 69
Assistant to the President (Retired)
Banknorth Group, Inc.
Director since 1999

Richard L. Smoot, 64
Regional Chairman, 
Advisory Board (Retired)
PNC Financial Services Group
Philadelphia and 
Southern New Jersey
Director since 1997

BOARD OF DIRECTORS

Aqua America honors 

the life and legacy of its friend 

and long-time board member, 

G. Fred DiBona, Jr.

We thank him for helping us grow

into the nation’s largest 

publicly-traded water utility.

In Memoriam

OFFICERS

Nicholas DeBenedictis, 59
Chairman, President and CEO

Richard D. Hugus, 55
Regional President
Aqua America – South

Karl M. Kyriss, 54
President
Aqua Pennsylvania, Inc.

Robert G. Liptak, 57
Regional President
Aqua America – North

Richard R. Riegler, 58
Senior Vice President
Engineering and
Environmental Affairs

David P. Smeltzer, 46
Senior Vice President
Finance and CFO

Roy H. Stahl, Esq., 52
Executive Vice President,
General Counsel
and Corporate Secretary






