Edgar Filing: AQUA AMERICA INC - Form 424B5

AQUA AMERICA INC
Form 424B5
April 15, 2019

The information in this preliminary prospectus supplement is not complete and may be changed. This
preliminary prospectus supplement and the accompanying prospectus are not an offer to sell these securities
and we are not soliciting offers to buy these securities in any jurisdiction where the offer or sale is not
permitted.

Filed Pursuant to Rule 424(b)(5)
Registration No. 333-223306

SUBJECT TO COMPLETION,
Preliminary Prospectus Supplement dated April 15, 2019

Prospectus Supplement
(To Prospectus dated February 28, 2018)

$1,000,000,000

AQUA AMERICA, INC.
Common Stock

We are offering $1,000,000,000 of our common stock, par value $0.50 per share (our “common stock™). Our common
stock is listed on the New York Stock Exchange under the symbol “WTR.” On April 12, 2019, the last reported sale
price of our common stock on the New York Stock Exchange was $36.78 per share.

We intend to use the net proceeds from this offering, together with the net proceeds from the other Financing
Transactions (as defined herein), to (1) fund the acquisition (the “Acquisition”) of all of the issued and outstanding
limited liability company membership interests of LDC Funding LLC (“LDC”), the parent of a group of natural gas
public utility companies (collectively with LDC, “Peoples”), (2) complete the Company Debt Refinancing (as defined
herein) and (3) pay related costs and expenses. This offering is not conditioned upon the consummation of the
Acquisition. If the Acquisition is not consummated, we intend to use the net proceeds from this offering for general
corporate purposes, which may include the Company Debt Refinancing, the redemption of securities issued in
connection with the other Financing Transactions, repurchases of our common stock, debt repayment, capital
expenditures and investments. See “Use of Proceeds.”

Concurrently with this offering, we have commenced the TEU Offering (as defined herein), which is being made by
means of a separate prospectus supplement and not by means of this prospectus supplement. This offering is not
conditioned upon the completion of the other Financing Transactions, including the TEU Offering. This prospectus
supplement is not an offer to sell or a solicitation of an offer to buy any securities offered in any of the other Financing
Transactions.



Edgar Filing: AQUA AMERICA INC - Form 424B5

Investing in our common stock involves risks. See “Risk Factors” on page S-13 of this prospectus supplement, page 8 of
the accompanying prospectus and in the documents we incorporate by reference in this prospectus supplement and the
accompanying prospectus.

Per Share Total®

Public Offering Price $ $
Underwriting Discount $ $
Proceeds, before expenses, to Aqua America $ $

(1) Assumes no exercise of the underwriters’ option to purchase additional shares, described below.

We have granted the underwriters the option, exercisable in whole or from time to time in part, to purchase up to an
additional shares of our common stock directly from us at the public offering price per share shown above,
less the underwriting discount per share shown above, exercisable for 30 days after the date of this prospectus
supplement.

Neither the U.S. Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus supplement or the accompanying prospectus is

truthful or complete. Any representation to the contrary is a criminal offense.

The underwriters expect to deliver the shares of common stock to purchasers on or about ,20109.

Joint Bookrunners

Goldman Sachs & Co. LLC RBC Capital Markets
BofA Merrill Lynch Morgan Stanley Wells Fargo Securities

Co-Managers
PNC Capital Markets LLC Barclays Citizens Capital Markets Huntington Capital Markets

MUFG J.P. Morgan TD Securities Baird
Boenning & Scattergood Janney Montgomery Scott HSBC

, 2019
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ABOUT THIS PROSPECTUS SUPPLEMENT

Unless otherwise specified or the context requires otherwise, references in this prospectus supplement to (1) “Aqua

America,” the “Company,” “we,” “us,” “our” and similar references refer to Aqua America, Inc. and its subsidiaries prior to th
proposed Acquisition, (2) the “combined company” refers to Aqua America and its subsidiaries after completion of the
Acquisition (as defined herein) and (3) “this offering” refers to this offering of the shares pursuant to this prospectus

supplement and the accompanying prospectus.

This document is in two parts. The first part is this prospectus supplement, which describes the specific terms of this
offering of our common stock and also adds to and updates information contained in the accompanying prospectus
and the documents incorporated by reference in the accompanying prospectus. The second part is the accompanying
prospectus, which gives more general information about us, some of which does not apply to this offering of our
common stock. To the extent the information in this prospectus supplement is inconsistent with the information in the
accompanying prospectus, you should rely on the information in this prospectus supplement.

We have not, and the underwriters have not, authorized anyone to provide you with any information other than that
contained or incorporated by reference in this prospectus supplement, the accompanying prospectus or in any free
writing prospectus we may provide to you in connection with this offering. Neither we nor the underwriters take any
responsibility for, or provide any assurances as to the reliability of, any additional or different information that others
may give you. Neither we nor the underwriters are offering to sell our common stock or seeking offers to buy our
common stock in jurisdictions where offers or sales are not permitted. You should assume that the information
contained in this prospectus supplement, the accompanying prospectus and any related free writing prospectus is
accurate only as of their respective dates or as of the respective dates specified in such information, as applicable, and
the information contained in documents incorporated by reference is accurate only as of the respective dates of those
documents or as of the respective dates specified in such information, as applicable, in each case regardless of the time
of delivery of this prospectus supplement or the accompanying prospectus or any such free writing prospectus or any
sale of our common stock. Our business, financial condition, results of operations and prospects may have changed
since those dates.

The distribution of this prospectus supplement, the accompanying prospectus and any related free writing prospectus
and the offering of our common stock in certain jurisdictions may be restricted by law. Persons into whose possession
this prospectus supplement, the accompanying prospectus and any such free writing prospectus come should inform
themselves about and observe any such restrictions. This prospectus supplement, the accompanying prospectus and
any such free writing prospectus do not constitute, and may not be used in connection with, an offer or solicitation by
anyone in any jurisdiction in which such offer or solicitation is not authorized or in which the person making such
offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or solicitation.
See “Underwriting.”

S-ii
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BASIS OF PRESENTATION

Unless otherwise specified or the context requires otherwise, the information in this prospectus supplement and the
accompanying prospectus, including the documents incorporated by reference herein or therein, (1) does not give
effect to any of the Transactions (as defined below), (2) when giving effect to this offering or the TEU Offering,
assumes that the underwriters for this offering and the underwriters for the TEU Offering do not exercise their
respective options to purchase additional shares of our common stock or additional TEUs (as defined herein),
respectively, from us and (3) when giving effect to the Acquisition, assumes there are no adjustments to the Default
Cash Acquisition Consideration (as defined herein) and that the Cash Acquisition Consideration (as defined herein)
will therefore be $4.275 billion.

Although (1) the Acquisition has not yet occurred and, if completed, will not occur until after the closing of this
offering, (2) this offering and certain of the other Financing Transactions are not contingent upon the completion of
the other Financing Transactions, the Acquisition or the Company Debt Refinancing and (3) the indebtedness or other
securities to be incurred or issued in certain of the Financing Transactions may not be incurred or issued, or may be
redeemed, repaid, or repurchased, if the Acquisition is not consummated or is not consummated by a specified date,
the pro forma and certain of the as adjusted information included or incorporated by reference in this prospectus
supplement and the accompanying prospectus gives pro forma effect to the Acquisition, the Company Debt
Refinancing and the Financing Transactions as if we had completed all such transactions as of December 31, 2018, in
the case of balance sheet data, and as of January 1, 2018, in the case of income statement data, unless otherwise
specified. The pro forma financial information included or incorporated by reference in this prospectus supplement
does not, unless otherwise stated, give effect to our expected issuance of $150 million of the Debt Financing, because
we intend to use that portion of the Debt Financing for general corporate purposes, including working capital and
capital needs. See “Use of Proceeds.” Moreover, the unaudited pro forma consolidated combined financial information
included in our Current Report on Form 8-K/A filed with the U.S. Securities and Exchange Commission (the “SEC”) on
April 15, 2019, which is incorporated by reference in this prospectus supplement and the accompanying prospectus
and may be obtained as described in this prospectus supplement under the heading “Where You Can Find Additional
Information; Incorporation of Certain Documents by Reference,” and certain pro forma and as adjusted information
included in this prospectus supplement, have been calculated on the basis of assumptions made by our management at
the time such information was prepared. For example, such unaudited pro forma consolidated combined financial
information and other adjusted information reflects assumptions regarding (a) the amount of proceeds we will receive
from, and certain pricing and other terms of, the Financing Transactions, (b) the number of securities to be issued in
connection with the Financing Transactions and (c) the terms on which the Acquisition and the Company Debt
Refinancing will be completed. As a result, purchasers in this offering should not place undue reliance on the pro
forma and as adjusted information included or incorporated by reference in this prospectus supplement and the
accompanying prospectus because this offering is not contingent upon completion of any of the other transactions
reflected in that information.

All references to currency amounts included in this prospectus supplement are in U.S. dollars unless specifically noted
otherwise.

S-iii
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FORWARD-LOOKING STATEMENTS

Certain statements in this prospectus supplement, the accompanying prospectus and the documents they incorporate

by reference contain, and any free writing prospectus we may provide to you in connection with this offering are
“forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended (the
“Securities Act”) and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”) that are
made based upon, among other things, our current assumptions, expectations, plans, and beliefs concerning future

events and their potential effect on us. These forward-looking statements involve risks, uncertainties and other factors,
many of which are outside our control that may cause our actual results, performance or achievements to be materially
different from any future results, performance or achievements expressed or implied by these forward-looking
statements. In some cases you can identify forward-looking statements where statements are preceded by, followed by
or include the words “believes,” “expects,” “anticipates,” “plans,” “future,” “potential,” “probably,” “predictions,” “intends,
“continue,” “in the event” or the negative of such terms or similar expressions. Such forward-looking statements include,
but are not limited to, statements regarding:

LR INT3 LT3 99 ¢ LT3 EET

-recovery of capital expenditures and expenses in rates;

-projected capital expenditures and related funding requirements;

-our capability to pursue timely rate increase requests;

-the availability and cost of capital financing;

-developments, trends and consolidation in the water and wastewater utility and infrastructure industries;

-dividend payment projections;

opportunities for future acquisitions, both within and outside the water and wastewater industry, the success of
pending acquisitions and the impact of future acquisitions;

expectations regarding the proposed Acquisition, including statements regarding regulatory approvals for the
Acquisition, potential financing transactions related to the Acquisition (including statements regarding the Financing
"Transactions and the use of proceeds therefrom, including the Company Debt Refinancing), closing of the
Acquisition or the impact of the Acquisition on the Company;

-the capacity of our water supplies, water facilities and wastewater facilities;
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_the impact of federal and/or state tax policies, including changes in tax laws and policies as a result of the Tax Cuts
and Jobs Act of 2017, and the regulatory treatment of the effects of those policies;

-the impact of geographic diversity on our exposure to unusual weather;

the impact of conservation awareness of customers and more efficient plumbing fixtures and appliances on water
usage per customer;

-our authority to carry on our business without unduly burdensome restrictions;

-the continuation of investments in strategic ventures;

-our ability to obtain fair market value for condemned assets;

-the impact of fines and penalties;

the impact of changes in and compliance with governmental laws, regulations and policies, including those dealing
with taxation, the environment, health and water quality, and public utility regulation;

the impact of decisions of governmental and regulatory bodies, including decisions to raise or lower rates and
decisions regarding potential acquisitions;

-the development of new services and technologies by us or our competitors;
S-iv
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-the availability of qualified personnel;

-the condition of our assets;

-the impact of legal proceedings;

-general economic conditions;

-acquisition-related costs and synergies;

-the sale of water and wastewater divisions; and

the amount of income tax deductions for qualifying utility asset improvements and the Internal Revenue Service’s
ultimate acceptance of the deduction methodology.

Because forward-looking statements involve risks and uncertainties, there are important factors that could cause actual
results to differ materially from those expressed or implied by these forward-looking statements, including but not
limited to:

our ability to integrate and otherwise realize all of the anticipated benefits of businesses, technologies or services
which we may acquire;

our ability to manage the expansion of our business, including our ability to manage our expanded operations
following the closing of the Acquisition;

-changes in general economic, business, credit and financial market conditions;

changes in governmental laws, regulations and policies, including those dealing with taxation, the environment,
health and water quality, and public utility regulation;

-our ability to treat and supply water or collect and treat wastewater;

-Peoples’s ability to transport, distribute and store natural gas;

-the profitability of future acquisitions;
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changes to the rules or our assumptions underlying our determination of what qualifies for an income tax deduction
for qualifying utility asset improvements;

-conditions to the completion of the Acquisition may not be satisfied or waived on a timely basis, or at all;

the decisions of governmental and regulatory bodies, including decisions on rate increase requests and decisions
regarding potential acquisitions;

-our ability to file rate cases on a timely basis to minimize regulatory lag;

-abnormal weather conditions, including those that result in water use restrictions and seasonality effects;

-changes in, or unanticipated, capital requirements;

-changes in our credit ratings or the market price of our common stock;

-changes in valuation of strategic ventures;

-the extent to which we are able to develop and market new and improved services;

-the effect of the loss of major customers;

-our ability to retain the services of key personnel and to hire qualified personnel as we expand;

-the diversion of our management’s time and resources caused by the announcement and pendency of the Acquisition;
S-v
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-labor disputes;

-increasing difficulties in obtaining insurance and increased cost of insurance;

cost overruns relating to improvements to, or the expansion of, our
operations;

-increases in the costs of goods and services and commodity prices;

-civil disturbance or terroristic threats or acts;

the continuous and reliable operation of our information technology systems, including the impact of cyber security
attacks or other cyber-related events;

-changes in accounting pronouncements;

-litigation and claims;

-changes in environmental conditions, including the effects of climate change;

-restrictions on our subsidiaries’ ability to make dividends and other distributions;

restrictions and limitations that may stem from financing arrangements we enter into or assume in the future, or from
the redemptions and repurchases we may undertake if the Acquisition is not consummated;

-dilution to our shareholders related to any financing transactions, including the Financing Transactions; and

-broad discretion of our management to use the net proceeds from this offering if the Acquisition is not consummated.

Given these risks and uncertainties, you should not place undue reliance on any forward-looking statements. You
should read this prospectus supplement, the accompanying prospectus and the documents that we incorporate by
reference into this prospectus supplement completely and with the understanding that our actual results, performance
and achievements may be materially different from what we expect. These forward- looking statements represent
assumptions, expectations, plans and beliefs only as of the date of this prospectus supplement, the date of the
document containing the applicable statement or the date specified in such statement, as applicable. Except for our
ongoing obligations to disclose certain information under the federal securities laws, we are not obligated, and assume

10
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no obligation, to update these forward-looking statements, even though our situation may change in the future. For
further information or other factors which could affect our financial results and such forward-looking statements, see
“Risk Factors.” We qualify all of our forward-looking statements by these cautionary statements.

Investing in our common stock involves risks. You should review and consider carefully the risks, uncertainties and
other factors that affect our business, financial condition and results of operations and the value of the shares,
including those described in the “Business,” “Risk Factors,” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” sections and other sections in our Annual Report on Form 10-K for the fiscal
year ended December 31, 2018, and our Current Report on Form 8-K/A filed with the SEC on April 15, 2019, which
are incorporated by reference in this prospectus supplement, and those described in the “Risk Factors” sections and other
sections of this prospectus supplement and the accompanying prospectus. You may obtain copies of these reports and
documents as described under “Where You Can Find Additional Information; Incorporation of Certain Documents by
Reference” in this prospectus supplement. These risks, uncertainties and other factors could cause you to suffer a loss
of all or part of your investment in the shares. Before making an investment decision, you should carefully consider
these risks, uncertainties and other factors, as well as other information contained or incorporated by reference in this
prospectus supplement and the accompanying prospectus and any related free writing prospectus we may provide to
you in connection with this offering. However, additional risks and uncertainties not presently known to us or that we
currently deem immaterial may also impair our business, operations, financial condition and financial results and the
value of the shares.

S-vi
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MARKET AND INDUSTRY DATA

This prospectus supplement, the accompanying prospectus and the documents incorporated by reference in this
prospectus supplement and the accompanying prospectus include, and any free writing prospectus we may provide to
you in connection with this offering may include, market, demographic and industry data and forecasts related to our
business and to Peoples’s business that are based on or derived from sources such as independent industry publications,
publicly available information, government data and other information from third parties or that have been compiled

or prepared by our or Peoples’s management or employees. We do not guarantee the accuracy or completeness of any
of this information, and we have not independently verified any of the information provided by third-party sources.

In addition, market, demographic and industry data and forecasts involve estimates, assumptions and other
uncertainties and are subject to change based on various factors, including those discussed under the heading “Risk
Factors” in this prospectus supplement and under similar headings in the documents that are incorporated by reference
in this prospectus supplement and the accompanying prospectus. Accordingly, you should not place undue reliance on
any of this information.

S-vii

12



Edgar Filing: AQUA AMERICA INC - Form 424B5

SUMMARY INFORMATION

The following summary highlights, and should be read together with, the information contained elsewhere in this
prospectus supplement, the accompanying prospectus and the documents incorporated by reference herein and
therein. This summary may not contain all of the information that may be important to you, and you should carefully
read this entire prospectus supplement, the accompanying prospectus, any free writing prospectus we may provide to
you in connection with this offering and the documents incorporated by reference herein and therein before making an
investment decision. You may obtain a copy of the documents incorporated by reference by following the instructions
in the section titled “Where You Can Find Additional Information; Incorporation of Certain Documents by
Reference,” in this prospectus supplement. Unless we state otherwise or the context otherwise requires, references

appearing in this prospectus supplement to “Aqua America,” the “Company,” “we,” “us” and “our” should be read
to refer to Aqua America, Inc. and its subsidiaries.

Aqua America, Inc.

Aqua America, Inc., a Pennsylvania corporation, is the holding company for regulated utilities providing water or
wastewater services to an estimated three million people in Pennsylvania, Ohio, Texas, Illinois, North Carolina, New
Jersey, Indiana, and Virginia. Our largest operating subsidiary is Aqua Pennsylvania, Inc., which accounted for
approximately 53% of our operating revenues and approximately 71% of our regulated segment’s income for 2018. As
of December 31, 2018, Aqua Pennsylvania provided water or wastewater services to approximately one-half of the
total number of people we serve. Aqua Pennsylvania’s service territory is located in the suburban areas in counties
north and west of the City of Philadelphia and in 27 other counties in Pennsylvania. Our other regulated utility
subsidiaries provide similar services in seven other states. In addition, the Company’s market-based activities are
conducted through Aqua Infrastructure, LLC (“Aqua Infrastructure”) and Aqua Resources Inc. (“Aqua Resources”). Aqua
Infrastructure provides non-utility raw water supply services for firms in the natural gas drilling industry. Aqua
Resources provides water service through operating and maintenance contracts with a municipal authority and another
party close to our utility companies’ service territory; and offers, through a third-party, water and sewer line protection
solutions and repair services to households. In 2017, we completed the sale of two business units that were reported
within Aqua Resources, one which installed and tested devices that prevent the contamination of potable water and
another that constructed, maintained, and repaired water and wastewater systems. Additionally, during 2016, we
completed the sale of business units within Aqua Resources, which provided liquid waste hauling and disposal
services and inspection, and cleaning and repair of storm and sanitary wastewater lines.

Aqua America, which prior to its name change in 2004 was known as Philadelphia Suburban Corporation, was formed
in 1968 as a holding company for its primary subsidiary, Aqua Pennsylvania, formerly known as Philadelphia
Suburban Water Company. In the early 1990s, we embarked on a growth through acquisition strategy focused on
water and wastewater operations. Our most significant transactions to date have been the merger with Consumers
Water Company in 1999, the acquisition of the regulated water and wastewater operations of AquaSource, Inc. in
2003, the acquisition of Heater Utilities, Inc. in 2004, and the acquisition of American Water Works Company, Inc.’s
regulated water and wastewater operations in Ohio in 2012. Since the early 1990s, our business strategy has been
primarily directed toward the regulated water and wastewater utility industry, where we have more than quadrupled
the number of regulated customers we serve, and have extended our regulated operations from southeastern

13
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Pennsylvania to include our current regulated utility operations throughout Pennsylvania and in seven other states.
During 2010 through 2013, we sold our utility operations in six states, pursuant to a portfolio rationalization strategy
to focus our operations in areas where we have critical mass and economic growth potential. Currently, the Company
seeks to acquire businesses in the U.S. regulated sector, which includes water and wastewater utilities and other
regulated utilities, and to pursue growth ventures in market-based activities, such as infrastructure opportunities that
are supplementary and complementary to our regulated businesses. On October 22, 2018, we entered into a purchase
agreement to acquire a group of natural gas public utility companies that we refer to as “Peoples.” Peoples serves
approximately 740,000 gas utility

S-1
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customers in western Pennsylvania, West Virginia, and Kentucky. See “—Recent Developments—Proposed Peoples Gas
Acquisition” for additional information regarding Peoples and the Acquisition.

Our growth in revenues over the past five years is primarily a result of increases in water and wastewater rates and
customer growth. The increase in our utility customer base, as shown below, has been due to customers added through
acquisitions, partnerships with developers, and organic growth (excluding dispositions):

Year Utility Customer

= Growth Rate

2018 2.3 %
2017 1.1 %
2016 1.6 %
2015 1.9 %
2014 1.3 %

In 2018, our customer count increased by 22,741 customers, primarily due to utility systems that we acquired and
organic growth. Overall, for the five-year period of 2014 through 2018, our utility customer base, adjusted to exclude
customers associated with utility system dispositions, increased at an annual compound rate of 1.6%. During the
five-year period ended December 31, 2018, our utility customer base, including customers associated with utility
system acquisitions and dispositions, increased from 941,008 at January 1, 2014 to 1,005,590 at December 31, 2018.
This five-year period includes the impact of the condemnation of our Fort Wayne, Indiana system in 2014, which
resulted in the loss of approximately 13,000 connections.

Our principal executive office is located at 762 W. Lancaster Avenue, Bryn Mawr, Pennsylvania 19010- 3489, and
our telephone number is 610-527-8000. Our website may be accessed at www.aquaamerica.com. The reference to our
website is intended to be an inactive textual reference only, and the contents of our website is not incorporated by
reference herein and should not be considered part of this prospectus supplement.

Our Business Strategy

Since the early 1990s, our business strategy has been primarily directed toward the regulated water and wastewater
utility industry, where we have more than quadrupled the number of regulated customers we serve, and have extended
our regulated operations from southeastern Pennsylvania to include our current regulated utility operations throughout
Pennsylvania and in seven other states. We are focused on operating our businesses in a safe and efficient manner to
provide exceptional service to our customers. Our key strategic priorities are as follows:

Pursue High-Quality, Low-Risk Earnings Growth
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Growth in our existing water and wastewater utility business comes from both customer growth and increases in water
and wastewater rates, driven by utility infrastructure investment. We expect to invest approximately $1.4 billion into
our existing water utility infrastructure over the 2019-2021 timeframe including approximately $550 million in 2019.
These estimates exclude planned capital expenditures by Peoples and the costs of new mains financed by advances
and contributions in aid of construction. Our investment plans are supported by constructive regulatory environments
in the jurisdictions in which we operate, and are expected to result in annual rate base growth over the same time
period. Our regulators have a track record of setting rates and establishing terms of service that allow our regulated
subsidiaries to obtain a fair and reasonable return on capital invested. Further, several of our regulators have put in
place programs that incentivize prudent investments in our utility system by providing for reduced regulatory lag. For
example, New Jersey allows for an infrastructure rehabilitation surcharge for water utilities, while Pennsylvania,
[linois, Ohio, Indiana and North Carolina allow for the use of an infrastructure rehabilitation surcharge for both water
and wastewater utility

S-2
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systems. Aqua Virginia is also piloting an infrastructure rehabilitation surcharge for its water and wastewater utilities
to be implemented in 2019, pursuant to the final order issued in Aqua Virginia’s 2018 rate case.

In addition to our organic infrastructure investment, we expect to continue to actively explore opportunities to expand
our operations through acquisitions of government-owned and regulated water and wastewater systems that provide
services in areas near our existing service territories or in new service areas. With approximately 50,000 community
water systems in the United States, 81% of which serve less than 3,300 customers, the water industry is the most
fragmented of the major utility industries (telephone, natural gas, electric, water and wastewater). In the states where
we operate regulated utilities, we believe there are approximately 14,000 community water systems of widely-varying
size, with the majority of the population being served by government-owned water systems. Because of the
fragmented nature of the water and wastewater utility industries, we believe that there are many potential water and
wastewater system acquisition candidates throughout the United States. We believe numerous factors will drive
continued consolidation of these systems, including the benefits of economies of scale, the increasing cost and
complexity of environmental regulations, the need for substantial capital investment and the need for technological
and managerial expertise.

Six of the states in which we operate currently have some form of fair market value legislation. This legislation allows
the relevant public utility commission to utilize fair market
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