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Company Profile

Philadelphia Suburban Corporation (NYSE:PSC) is the largest, U.S.-based, investor-owned 
water utility.  Through its operating subsidiaries, it serves approximately two million 
residents with water and wastewater utility operations in Pennsylvania, Ohio, Illinois, 
New Jersey, Maine and North Carolina.

Financial Highlights

Philadelphia Suburban Corporation 

Financial Highlights

(In thousands of dollars, except per share amounts)

2002 2001 % Change

Operating revenues $322,028 $307,280 4.8 

Net income available to common stock (a) 67,154 60,005 11.9

Diluted net income per common share (a) .97 .87 11.5

Annual dividend rate per common share .56 .53 5.7 

Dividends paid per common share .54 .50 8.0

Common stockholders' equity per share 7.25 6.90 5.1

Stockholders' equity 493,097 472,717 4.3

Total assets 1,717,069 1,555,108 10.4

Capital additions (b) 136,164 124,088 9.7

Number of customers served 626,786 602,510 4.0

(a) 2002 amounts include a net gain of $3,690 or $0.05 per share on the sale of a portion of our Ashtabula, 

Ohio water system.

(b) Excludes payments for acquired water systems: $8,914 in 2002 and $9,517 in 2001.
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Chairman’s Message

March 10, 2003

Dear Shareholder,

The year 2002 proved to be a landmark year for Philadelphia Suburban Corporation

(PSC) by nearly every measure imaginable.

More than 10 years of our growth-through-acquisition strategy and the acquisition 

of American Water Works Company, Inc. by the German conglomerate RWE secured

PSC’s new position as the largest U.S. based, investor-owned water utility based on

number of customers and market capitalization.

Further making 2002 a landmark year was the divestiture of approximately 10 million

shares by our largest shareholder, Vivendi Environnement, S.A., ending a chapter in

PSC’s history. The shares were sold through a secondary offering and as the shares

were already outstanding, there was no dilutive effect to PSC earnings. We were

pleased with the demand for PSC stock among the retail and institutional investors

and the fact that these PSC shares are now repositioned among a broader U.S. retail

investor base. We are now not only the largest publicly-traded water company, but

truly a U.S. water company.

Net income for the year ended December 31, 2002 increased 11.9 percent to $67.2 

million versus $60.1 million the prior year. Diluted net income per share for the year

increased 11.5 percent to $0.97 versus $0.87. Part of the increase in net income and

diluted net income per share is attributable to PSC’s sale of a portion of its Ashtabula

County, Ohio water system assets.

Effective with the December 1, 2002 dividend payment, PSC’s Board of Directors

increased the company’s dividend 5.7 percent to $.56 on an annualized basis. The

increase was the 12th time the Board has increased the dividend in the last 11 

years as a result of the company’s solid financial performance. We are proud of our

dividend history having paid dividends for 58 consecutive years. As a company with 

a strong dividend history and more than 21,000, mostly retail shareholders of record,

we support President Bush’s plan to repeal the dividend tax and therefore, eliminate

the current double taxation of dividends.

PSC completed a record 25 growth ventures in 2002 and at year-end served 626,786

customers compared to 602,510 in 2001—a four percent growth rate. Our growth-

through-acquisition strategy remains one of our success stories. 

PSC announced a major acquisition, AquaSource (170,000 customers), which we

expect to close in the second half of 2003. The acquistion of AquaSource’s regulated

water and wastewater operations and integrated contract operations will increase our

customer base by approximately 25 percent and expand our service territory from six
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states to 15. Combined with PSC’s existing service territory, this acquisition will give

PSC greater geographic and regulatory diversity and provide new service areas in the

South as well as the Mid-Atlantic and Midwest regions of the United States. This

acquisition presents a unique opportunity for us to expand our quality service to cus-

tomers in new areas of the country. Four of the new states in which we will be doing

business—Texas, Florida, Indiana, and Virginia in particular—have faster-growing

populations and represent more than 80 percent of the AquaSource customers we

will be serving. Additionally, AquaSource will increase our North Carolina customer

base by 50 percent.

Unfortunately, in February 2003, PSC and Pennichuck Corporation mutually agreed to

terminate their merger agreement announced in April 2002 due to a municipalization

effort by the City of Nashua, New Hampshire. While it is disappointing that the

Pennichuck merger agreement was not consummated, it is fortunate that the 

majority of costs related to the transaction were expensed in 2002 and will have 

virtually no impact on PSC’s future earnings.   

Despite a prolonged drought in 2002, which adversely effected our Pennsylvania 

and New Jersey water revenues, our customer growth, rate relief and favorable 

weather conditions in our Midwest operations contributed to a 4.8 percent increase

in revenue in 2002 to $322.0 million versus $307.3 million in the same period of 2001.

This was a busy and successful year for our rate relief initiatives. During 2002, 

we successfully completed 14 rate cases in six states, which are projected to bring 

$24 million in new revenue over the 2002-2003 time period. 

I am pleased that we successfully completed arrangements for approximately 

$120 million in low-interest financing in five states at interest rates ranging from 

1.00 to 5.55 percent. We estimate that compared to a taxable rate of approximately

seven percent, we are saving approximately $70 million in interest expense over the

next 30 years.

Our 10-plus years of a successful growth-through-acquisition program coupled with

the fact that there are still more than 50,000 community water systems that remain

throughout the U.S., gives  us the confidence in our ability to continue to employ 

this growth strategy as we look forward to our expansion into new growing states in

2003—particularly Texas, Florida, Indiana and Virginia. This is an exciting time for

PSC as we are in an ideal position to continue to build on our strengths as the U.S.

leader in our nation’s private water industry.

Sincerely,

Nicholas DeBenedictis

Chairman and President
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• Increased cash dividend by 5.7 percent to $.56 on 

an annualized basis as of December 1, 2002

• 12 cash dividend increases in the last 11 years

• Dividends paid for 58 consecutive years

• Issued four stock splits in the form of a stock distribution 

in the last seven years

Dividend Highlights

Philadelphia Suburban Corporation

Operating Revenues 

Earnings Per Share

Dividends Paid

Five Year Cumulative Total Return

Customers



2002 Financial Data

Philadelphia Suburban Corporation
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Board of Directors

Officers

Nicholas DeBenedictis, 57
Chairman, President and CEO

Morrison Coulter, 66
President 
Pennsylvania Suburban 
Water Company
Philadelphia Suburban Division

Robert G. Liptak, 55
President 
Consumers Water Company

Richard R. Riegler, 56
Senior Vice President,
Engineering and 
Environmental Affairs

David P. Smeltzer, 44
Senior Vice President-
Finance and CFO

Roy H. Stahl, Esq., 50
Executive Vice President, 
General Counsel, 
and Corporate Secretary

57

Nicholas DeBenedictis, 57
Chairman, President & CEO
PSC
Director since 1992

Mary C. Carroll, 62
Consultant and 
Community Volunteer
Director since 1981

G. Fred DiBona, Jr., 52
President and CEO
Independence Blue Cross
Director since 1993

Richard H. Glanton, 56
Partner
Reed Smith LLP
Director since 1995

Alan Hirsig, 63
President and CEO (Retired)
ARCO Chemical Company
Director since 1997

John F. McCaughan, 67
Chairman  (Retired)
Betz Laboratories, Inc.
Director since 1984

John E. Menario, 67
Assistant to the President 
Banknorth Group, Inc.
Director since 1999

Richard L. Smoot, 62
Regional Chairman, Advisory Board (Retired)
PNC Financial Services Group 
Philadelphia and Southern New Jersey
Director since 1997
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762 W. Lancaster Avenue
Bryn Mawr, Pennsylvania 19010-3489

Tel: 610-525-1400
Fax: 610-645-1061

www.suburbanwater.com
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