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UNITED STATES

SECURITIES AND EXCHANGE coumssnon—

= — : 12026475
Received SEC . .
| . March 13, 2012 '
| MAR 13 2012 -
Roy H. Stahl ' co .
AqtyxaAmmica, Inc. | Washington, BC 20549 Act: |9 5%
thstahl@aquaamerica.com . Section: '
| . . ‘ Rule: Ma-¥
Re: gquaém_t;nca, Inc. . 0. 2012 Public '
coming letter dated January 9, Availability:___ 313 -
Dear Mr. Stahl: '

Thnsxsmresponsetoyourlettasdatedhnuary9 2012 andMarch7 2012
concerning the shareholder proposal submitted to Aqua America by NorthStar Asset
Managementlnc.FundedPens:onPlan. Wealsohaverecmvedleﬂersonthepmponents
behalf dated February 9; 2012 and March 8, 2012. Copies of all of the correspondence
onwh:chthsrwponse:sbasedwﬂbemadeavaﬂableonmnwebsneat _

//www.sec.gov/divisi .shtml. ﬁoryourreference,a :
brief d:scusmon of the Dmsmn s informal procedures regarding shareholder proposals is
also available at the same website address.

Sincerely,

Ted Yu :
Senior Special Counsel -

Enclosure

cc:  Sanford J. Lewis
sandfordlewis@gmail.com



March 13, 2012

Response of the Office of Chief 'Couhsel
Division ef C‘ogoralion Finance

Re:  Aqua America, Tne.
Incommgletterdated Jauuary9 2012

Thepmposalmquestsﬂxebomdtocreateawmprehenmvepohcyarhculanngthe
. company’s respect for and commitment to the human right to water.

‘We are unable to concur in your view that Aqua America may exclude the
proposal under rule 14a-8(X7). In our view, the proposal focuses primarily on the ‘
gmﬁcantpohcymsueofhxmannghtsanddowmtseektommomanagethecompany
'~ to such a degree that exciusion of the proposal would be appropriate. Accordingly, we do
not believe that Aqua America may omit the proposal from its proxy materials in rehance_
on rule 14a-8(i)(7). ) ‘ :

We are unable to concur in your view that Aqua America may exclude the
proposal under rule 14a-8(i)(10). Based on thé information you have presented, it does
not appear that Aqua America has a policy that compares favorably with the guidelines of -
the proposal. Accordingly, we do not believe that Aqua America may omit the proposal
from its proxy materials in reliance on rule 14a-8(i)(10).

_ ‘Sinceiely,

Attorney-Advisor



’ DIVISION OF CORPORATION F]NANCE .
INFORMAL PROCEDURES REGARDING SI-IAREHOLDER PROPOSALS

The Division of Corporanon Finance believes that its responsibility with respect to

‘matters arising under Rule 14a-8 [17 CFR 240. 143-8], as with other niatters under the proxy
rules, is to aid those who must comply with the rule by offering informal advice and | suggestions

_-and to determine, initially, wheﬂlerornotxtmaybeappropnatemapamm“matterto .
- recommend enforcement action to the Commission. In connection with a shareholder proposal

* under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company

in support of its intention to exclude the proposals from the Company s proxXy materials, as well

a8 any mformauon ﬁxrmshed by the proponent or. -the proponent’s reprmxtahve. :

. Although Rule 14a-8(k) does not require any communications from shareholders to the

Commission’s staff, the staff will always consider information conceming alleged violations of
the statutes administered by the Commission, including argument as to whether or not activitics
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information; however, should not be construed as changing the staff’s informal .
procedures and proxy review into a formal or advetsary procedure.

. Itlsmportanttonotethatthestaﬁ’sandCommnssmnsno-acuonmponsmto

- Ruile 142-8() submissions reftect only informal views. The determinations reached in these no-

action letters do not and cannot adjudicate the merits of a company’s position with respeet to the
proposal. Only 4 court such as a U.S. District Court can decide whethera company is obligated

. to include shareholder. proposals in its proxy materials. Accordingly a discretionary

: . determination not to recommend or take Commission enforcement action, does not pnecludé a .
" - proponent, or any shareholder of a.company, from pursuing any rights he or she may have against

- the company in court, should the management omit the proposal from the company’s proxy
material. :



SANFORD J. LEWIS, ATTORNEY

March 8, 2012

Via Electronic Mail
Office of Chief Counsel
Division of Corporation Finance
UsS. SeclmnesandExchangeComm:ssmn
100 F Street, N.E.
Washmgton,DC 20549
Re: NorthStar Asset Management, Inc. ProposalontheHumaanghttoWaterat

Aqua America — Supplemental Reply
Ladies and Gentlemen: '

NorthStar Asset Management Inc. (the “Proponent”™) requested that I submit the
following brief supplemental reply to the second letter of Aqua America (the
“Company”) of March 7, 2012, regardmgthel’roposalonthehmnannghttowater In
showt,theProponmtstandsbynsmorletm

mCompany’smpplemeMaannkesmhofmefwtﬁmtnopmmahghly
mgulawdcomamdmemmatﬂnsmdasﬂnpmposﬂmhuhbhmderﬂmmdnmy :
‘business exclusion of Rule 14a-8(i)(7). When a resolution that may address some matters of .
ordinary business is focused upon a significant social policy issue, as this proposal clearly is, .
based on the staff precedents cited in our letter, the operative principles for Staff decisions are
first, whether that significant social policy issue has a nexus to the Company, and second,
whether the proposal otherwise micromanages the company. Exchange Act Release No
40018 (May 21, 1998) (and as demonstrated in ongoing staff implementation). Intlns .
instance, the nexus is clear, and there is no micromanagement, '

Hﬂxepropoﬂnna&tedwnhregmmcmphmoe,ﬂnsmdmmhmmhmmmﬂmasm
issue of micromanagement (Rule 14a-8(i)(7)) or as an issue of impossibility of
implementation of the proposal. (Rule 14a-8()(6)). In this instance, bowever, theCompany)s
mblebeﬁ'eﬂvdyassatexﬂmofﬁmemgmmNowhuemnsargtmdoesmrm ‘
mecmnpmydemomumﬂntnnmaHew&mblmhpohmeswhchpmwdedgmm«m
mspeaforﬂlehmanngmmwmrwhﬂeopaahngwnhmntsregmamdmmmmm.

“The Company does assert that some of its choicés affecting human rights to water are
predmmmed,formawe,ﬁmnwhereumanowedmdrawwmmmsetm,Asme
example, the Company notes that its rates are regulated by utility regulators. We are aware
thatratesmustcomplymﬂxlomlregnlahons. We are also aware that the process of rate

PO Box 231 Amherst, MA 01004-0231 »
413 549-7333 ph. - 781 207-7895 fax.



- Aqua America: Policy on Homan Right to Water o
Proponent’s Suppiemental Response — March 8, 2012
Page 2

sahngwhmamwhasamnopolyasasameprowdﬁmbemhauﬂypmblanm Yet
there dre many ways in which a water company with a comprehensive human right to water
policy can address issues such as availability and affordability to prevent violations of such a
policy. Management that has embraced the “ethical standards” outlined in a carefully crafted
hnmmnghtbwaﬁtpohcywﬂlnotmlysolelymﬂnmmmnmsmﬂmdsofbehawmofﬁn
governing municipality. For example, a company can participate in the rafe-setting process
and advocate for needy customers by establishing shut-off policies that do not inhibit access

, fortheelderlyormﬁnn,byeommmwmngandengagmgmﬂlwstommtome
transparency—regardless of potential language barriers—when rates change or policies are
amended; and by adjusting expansion plans to exceed minimum regulatory requirements.

Most of the issues entailed in the UN. definition of a human right to water go well beyond
those determined by regulators. For instance, the right of physical access to bodies of water
may be affected by the company’s facilities policies. Sufficiency of water may be affected by
the degree to which company withdrawal practices and policies affect private wells or surface
wmAwaptasztymaybeaﬂ?ecﬁedbywatm'mhrandmtecbmges,whchaﬁwt
customers’ fanhmﬂmrwatermpply ,

The Proponent” sresolmdoesNOthhneﬂxespemﬁcwaysmwh:chﬁeoompmynmst
adhere to the luman right to water, but rather asks the Company to address this significant
public policy issue by creatitig a policy which upholds this human righ, rather than merely
relying on local regulation to gnide business decisions. There may come a time when the
Companybecomesagbbalprovﬂerofwatasavmmdembhﬂmgmdmﬁma
buoa&rhmmnglnsperspecnvewmmhanoepubhcpamandoompeuﬁmmﬂn
United States and elsewhere.

TbeﬁmﬂmAqumimisMghlyregﬁlﬂeddoesmtrmdaﬁspmpwalthh
fact, it should be noted that another publically traded water utility has already adopted a
buman right to water policy. ‘ v - : S

In a great many instances, shareholder proposals address highly regulated issue areas, yeta
slg:nﬁcantsomalpohcylssuemvolvodmendsozdlmryhtsmess. To cite just a few
exampl&s

. Aeompmy’s'pohcycmeeunngﬂwuseofmmalandvanmcemargm(colwm
all over the counter derivatives trades and its procedures to ensure that the collateral is
mmmmnedmsegtegaledmomlsandlsnotrehypmmd'JPMorganChme
(March 19, 2010).

. Hydxmﬂmﬁachmngmdmhmlgasaddr&sxsswsofmmmmenmlmdconmmty
concerns. EOG Resources, Inc. (February 3, 2010),Cabot0dandGas Corp. :
(January 28, 2010).

* . Disclosure of costs of muclear power, and investment in renewable energy sources at
an energy company. Dominion Resources, Inc. (February 9,2011)



- Aqua America: Policy on Hiuman Right to Water =
Proponent’s Supplemental Response — March 8, 2012
Page 3 '

» Storm water management policy. Lowes, Inc. (March 16, 2011)

The fact that these were highly regulated issues or industries did not render the proposals
Mmsmu,mwmmwmwmmhwmmm
company, oromxpmesmntssecm,meh:ghlyregtﬂatedUndetﬂ:emsungStaﬁ'mlesmd

: Wmmymmwmmmwmmww

. proposals, SmplyasserhngﬂmtﬁxeCompmyxshghlyregmmddownotnegateamgnﬁmt
soc:alpohcy:ssueﬂnttmnsemdsord:mrybusmess :

Therefore, we urge the staff to notify the Company that the proposal is not excludable.

- Sincere]

e Iuthoodndge,Nmﬂ:StarAssctManagment,lnc
- Roy H. Stahl, Aqua America



AQUA.

Aqua America, Inc. Roy M. Stahi
762 W. Lancaster Avénue General Counsel
" Bryn Mawn, PA 19010
: , T:610.645.1035
‘ F: 610.645.1061
: . rhstah!.aquaameriﬁ.com
March 7,2012 - ‘ www.agquaamerica,com
Via &mﬂ
U.S. Securities and Exchange Commission
- Division of Corporation Finance
. Office of Chief Counsel '

100 F Street, N.E.-
Washington, D.C. 20549

Re: Aqua America, Inc.
SnpplemhlLetterRegudilgShareholdeerpoulofNorﬂasurAsm
. Management Inc.
ExchangeAetoﬂ%#—Rnlelh-s

Ladies and Gentlemen:

" On Jarmary 9, ZOIAmmhmMaleﬂa(ﬁe“No-AchonRequst")onbehalfoquua
- America, Inc., a Pennsylvania corporation (the “Company” or “Aqua America”), notifying the
~smﬁ'ofﬂneDmmmofComoraummece(ﬂ1e“Slaﬂ”)ofﬂnSeumhesandExdlmge
Commission that the Company intends to omit from its proxy statement and form of proxy for its
2012 Annual Meeting of Sharcholders (collectively, the “2012 Proxy Materials”) a sharcholder
pmpmd(the“ProposaPOmdsManmtsmsupponﬁmofrmwdﬁomNmthSmAm

- Management Inc. (the “Proponent”). The Proposal requests that the Company “create a
comprehensive policy articulating our company’s respectfor and commitment to ﬂxehumannght
to water.”

. -TheNmAchmanu&ﬂpmaﬁedmpomhmﬂmtﬂ:erposﬂmaybemhdedmderRﬂe
‘14a-8(i)(7) because, by asking that the Company create a policy regarding its “respect for and
cotmitment to the human right to water,” the Proposal of necessity involves tasks fundamental
1o the Company’s management’s ability to run the Company on a day-to-day basis, including its
compliance with laws and regulations as a public water utility company, and, as a result, the
Proposal implicates the Company’s ordinary business operations. We write supplementally to
respond to correspondence dated February 9, 2012 from the Proponent régarding the No-Action
Request (the “Proponent’s Response”). The Proponent’s Response went to great lengths to
ammptwomm«theCompmrsmgummﬁmﬂxeCompmyhaswbsmmHymplememdﬁe
Proposal, but does little to address the Company’s position that any human right to water is
ahnostmhrdydeﬁmdbyﬁelegﬂmdmgﬂahwrequnmemsﬁagomhowapnbhc\ﬁmy
like the Company provides water to the public. The closest the Proponent’s Response comes to
addressmgthspoahmmavaguerefmwﬂmﬁud’ofwatwbyasodabGMmgmmpmy

- DBU/6911SE213



Office of Chief Counsel
" Division of Cotporation Finance
. March 7,2012

Page 2

being omtalwmeoompany’sbumsmodd,mdanmacmdhglﬂyregﬂatedm
matter.” Tn particular, we write to highlight that the Proponent’s Response does not address onc
ofompnmaryatgnmentsrelabdtoﬂnsposmonconmmedeartLB of the No-Action Request,
which reads as follows:

‘.hreqwhngcreahmofa“oomprelwnswepohcy”tegardmgﬂxe‘ﬁummngmm
water,” ﬂlerposdaruaﬂatuﬂlerponenfspos:tmmthemmndMof
this right, namely the provision of “safe, sufficient, acceptable, physically
accesm’ble,mdaﬂ'o:ﬂablewaterforpmalmddomwﬂcuse.”Notonlydo :
many of these elemeats relate to the Company’s ordinary business matters, but
they are also .almost entirely governed by regulations that the Company must
wnmlyw:&maday-w-daybamandﬂ:atmmﬂwquamy quantity, priceand -
availability of water, the primary product that the Company, ‘as a public water .
utility, provides to its customers. In fact, government regulatory bodies, not the
Company, determine the nature and extent of any such human right to water
because these bodies fix the specific rules and standards governing the quality,
quantity, price and availability of water. The Company is regulated by state and,
msomecasw,hcduﬁlnymgulmrybodmsmdmvmnmemalregnlatorybodws
"in every jurisdiction in which it operates. In general, the utility regulators -

- determine the adequacy of the water sexrvice provided to customers and the price
to be chaiged for the water sexvice. The Company cammot choose to provide -
water at rates different than the rates approved by the utility regulators. In
addition, the utility regulators govern the Company’s financing activities used to
fundmsopetauonsmdm&as&uchnemvesunents,theCompmy’slevelsof
customer service and the Company’s billing practices. The utility regulators
determine where the Company can operate and where it cannot. .

In addition to the utility regulators, the quality of water supplied by a water utility -
: is governed by environmental regulators who establish and enforce safe drinking
- water standards. These standards are reviewed and updated periodically by the
environmental regulators to help ensure the quality of the drinking water provided
to the public. Violations of these standards must be reported to the environmental
- regulator, andtmhﬁesmaybcﬁnedforfmhngtoadhuﬂoﬂmesfmdards.

TheNo-AcumRequtﬂammmnmonwdlmmespwﬁcﬂlyﬂnmousluwsmd
regulations that apply to cach step in the process of collecting water from the Company’s sources
andpmwdmgwatertoﬁscwhomersandmthwhxchthe&mpmymustoomply. ‘

: WerequestﬂmtmeSBCtakemmmmthePropmmfsﬁﬂmebaddmssﬂ:eszpmy’s '
posthononﬂns:sweofleylandregﬂatotyreqmmm govennngtheCompany’spmvns:onof
water to the public in evaluating the Company’s No-AehonRequ&ct.

Basedupmtbeforegmngmdyms,mdourugmnmtssetfot&aboveandmtberthm
Requ&sgwerenmtemnremmtbat&xesmﬁ‘mnmﬂmtﬂaemmpmymymhﬂeﬂn

DB1/69115821.3



Office of Chief Counsel
Division of Corporation Finance
March 7, 2012 <
Page3

Pmpodundakulel%—S(X?)bwmeﬂmeposﬂrdamwtheCompmrsmdmuybusmm
operations (i.e., involving the Conpeny’s compliance with laws and regulations, among other
 things). In addition, we reiterate our request that the Staff concur that the Company may exclude
“the Proposal under Rule 14a-8()(10) because the Company has alreadysubstantxally
mplanmtedﬂxerposﬂforreasonsprewmmlysetforﬂ:mtheNo-AmReqm :

. PuxsuanttoRule l4a—80’),wehaveooncmenﬂysentawpyofﬂnsconespondencewﬂ:e
Proponent. Wewmﬁdbehappytomwdewumthanyaddmonalmﬁ»rmauonandanswermy'

_qmt:onsﬂmtyoumayhaveregardmgﬂnssubject. .
IfﬁeCompmymm’legnlwmdmbeofmyﬁnmuaminﬂﬁsmm,plmedomt

hesitate to call me at (610) 645-1035 or Justin W. Chairman and Andrew T. Budreika of Morgan,
Lewis & Bockius LLP at (215) 963-5061 and (215) 963-5493, respectively.

ﬁw P A

GnefAdm:msﬁahveOﬁoet,GenualCmmsd
andSecrewyoquuaAmema,Inc.

Justin W. Chairman, Morgan, Lewis & Bockius LLP
Andrew T. Budreika, Morgan, Lewis & Bockius LLP -

DB1/69115821.3



SANFORD J. LEWIS, ATTORNEY

-February 9, 2012
" Via electronic mail

Office of Chief Counsel

Division of Corporation Finance -

Us. SecunhesandExchmgeConnmssxon
. 100 F Street, N.E.

Waslnngton,DC 20549

Re: ShareholdetpmposalsnbnnttedtoAcpaAmencaregardmgacomprehmswe
pohcyonﬂ)elmmannghttowmbyﬂleNorthStarAssetManagement,Inc

Ladies andGentlemm.

Nm&SmAssetManagmmtlnc (the“Pmponent”) xsthemﬁclal owner of common
 stock of Aqua America (the “Company™) and has subnntwdashareholderpmposal(me

. “Proposal”) to the Company requesting that the Board of Directors create a-

comprehensive policy articulating the Company’s respect for and commitment to the
human right to water. We have been asked by the Proponent to respond to the no action
request letter dated January 9, 2012 sent to the Securities-and Exchange Commission by
the Company. The Company contends that the Proposal may be excluded from the
Company’s 2012 proxy statement by virtue of Rule 14a-8()X(7) or Rule 14a-8(1)(10).

'We have reviewedthéPropoéal,aswellasthelettasentbyﬂxc Company. Based upon
the foregoing, as well as the relevant rule, it is our opinion that the Proposal isnot
excludable by virtue of either of the rules.

We are sending & copy of this letter to Roy H. Stahl, Aqua America.

' THE PROPOSAL
Forconvunenoe,ﬂxepmposalmmmnretymamched(Exbibxt 1). Theﬁ»llowmglsﬂle
resolved clause and supporting statement.

.-RESOLVED,&:MOMWM&BM&WM@
: oomplehenmvepohcymucuhhngomwmmy’srwpectfotandwmmentmﬂ:e
Inunan right to water.

SUPPO]HINGSTATEMENT
PmpomntsbeheveﬂlepohcyshonldehcﬂaﬁeAqumenm s commitment to
ensuring sustainable access to water resources, entitling everyone to sufficient, safe,
acceptable, physically accessible and affordable water while operating our business.

PO Box 231 Amhem,MA 01004—0231 smﬁudlswxs@gmail.oom
413 549-7333 ph. «781 207-7895 fax .



Aqua America: Proposal Regarding Policy on Human Right to Water
Proponent Response — February 9, 2012 .
Page2 ‘

SUMMARY .
The Company asserts that the proposal is excludable as relating to its ordinary business.
- However, the human right to water is a significant social policy issue which transcends '
mm;mmmmcmnyismmmbmmmmcmof
ﬁemwﬂlecompmy,'mﬂmMmakingﬁﬁsammOfwwhdaﬂemdinmybusimm ,
mereqwaofﬂ:ehopmﬂf«acommehmsivewﬁcyarﬁmﬂaﬁngmeCWpreaﬁr
mdemnmthoﬁchmﬂgmmm.Huwever,ﬂwCompmy’sacﬁviﬁesmd :
reporting do not compare favorably to the guidelines of the proposal, The Company’s
description of its various activities on water, and providing scattered thetoric on the
importance of water to people and the planet, does not fulfill the esscatial objectives of a
comprahmsivepoﬁcymthehmmﬁghbwaﬁmSmhapOﬁcyisasyﬂmaﬁcMof
the compeny’s commitment o respecting the uman rights of external stakeholdess, and a
charmﬁmﬂaﬁmqfﬂ:eswpsﬂwmymdﬂsemphyeeswﬂlmkemmpectmoseﬁgms.

ANALYSIS

Thelmmu_gg! bmisam i Wm}uﬂeﬂmmm :

As noted by the Company, Exchange Act Release No 40018 (May 21, 1998), clarified that a
shareholder proposal may touch on matters that relate to the ordinary business of the Company
if there is a significant social policy issue that canses the proposal to transcend ordinary
hnﬁnasoomm&hmkﬁﬁm,asmﬁaﬂawdrepmdlybyﬁwsmﬁinmcmwmmymh
pmposdsakOmnstnotﬁﬁcmmgeﬁerompmy,mdﬂnsocialpoﬁcyimnmusthaﬁea
nexus to the company. As demonstrated below, all of these criteria are met in the present
'hopombrequaﬁngﬂ:euﬁmﬂaﬁmofapoﬁcymmﬁghtmwmhawhngbemsem
by the Staff as addressing a significant social policy issue, not excindable as ondinary business.
PepsiCo (February 28, 2008), American Enternational Group Inc. (March 14,2008), Intel
(March 13, 2009). These companies at which a proposal on the human right to water has been
found to not constitute excludable ordinary business include a bottler, an insurer, and a high-

- yolume human water using manufacturer. What each of the companies had in common was an
ﬂmiracﬁviﬁes.Bspedaﬂyinﬂxémseoftheboﬂer,ﬂwnseofwatemscumﬂmﬁn
oompanfsbusimssmdd,mdmim&hsicmdﬁghlngﬂaﬁedhmimssmam,yetme
significance of the social policy issue caused the issue to transcend ordinary business and not



AqlmAmenca.PmposalRegardmgPohcyonl-hnnanR:ghttoWater
Proponent Response — Febmmy9 2012
Page3 :

The Proposal is untike the various precedents cited by the Company on page 4 and 5 of its'
letter, whuew;chmonwaspenmmdonﬂnbasxsofmdnmryhmess,bwwsemﬂme
mstances,ﬂleslaﬁ'hadnotfoundanwemmngsocmlpohcymmtoemst

TheOompmympheslaMmmbﬁuihatpampsamgmﬁcMsomaIpohcyishvohedin
the human right to water, but then notes that “The fact that a shareholder proposal may touch
upmamatﬁrofsocmlpohcymphmhomdoesnﬁmaﬁlymmedﬁomﬁcmahnof
ordinary business matters.” On page 8 of its letter, it cites a string of cases where exclusion
was permitted due to “intrusion in ordinary business.” These cases can be understood as

yielding exclusion either due to the lack of nexus of the social policy issued to the company’s
m;&m@m_m_dgmxmm 12, 2010), or out of micromanagement
—ﬁrmMﬁrmWﬁmw
Inc.(FebmaryB 2009), warkforce management General Electric (February 3, 2005), or

ﬂlecompanytomsiaﬂmdmedwmﬂowshowerhends,Mmoﬂhbemauomllnc.

(Mamhl7 2010).

. broad principles to guide its operations in respect of human rights. Further, as documented
bdow,’ﬂnmeialpolicyissuehqwsﬁmhasa%gmwﬂncompmyandﬁsopaaﬁom

The social mamm towatuhasantothe A

Ifme‘hmnnngmmwater”masgmﬁmnmalpohcymforbotﬂm,mmd .
manufacturers, it is even more so a significant sociel policy issue for a water supply company.
Ihewhausclwsesofﬂ:cshm'ehqmapnpomldemmsumsﬂ:emofmemmlpohcy

issue to the Company:

WHEREAS, Aqua America, Inc. utilizes natural water resources for our company's
livelihood, and water quality and quantity is vital for Aqua America's success.
ThteemﬂhonresndentsthroughomﬂnnemstatesﬁomMametoTexasrelyonom
company'’s water service for survival; ‘

»Attheﬁmeofwritingmisresoluﬁon,theU.S.DmughtMonitorreportsﬂnatSl%of
the U.S. is in a drought, while nearly 9% is in an "exceptional” drought. 100% of

* Texas is currently in a drought, 88% of which is described by the U.S. Drought
Monitor as "extreme" or "exceptional." Further, 95% of Georgia is in a drought, as
weﬂas40%ofNorthCarohnaand69%ofossoun,aﬂstawsour00mpanymes

i Sclentxﬁc ev1denoepomtstochmatechangeasthereasonbehmddroughts
throughout the world. The impact of climate change has been so extreme that the-
UN Development Program has defined the current global water scarcity as "water
aparthéid” due to structural wealth and location inequalities in access to safe water.
As shareholders, we are concemed that climate change will put significant pressure
on our Company to provide safe, sufficient, acceptable, physically accessible and



AquaAmmca.ProposalRegatdmgPolwyon}hnnleghthm :
Proponent Response — Febmary9 2012
Page4 :

aﬂ'ordablewaterforpexsomalanddomucuse

LR B J
" Our company's contmuedopmhonmﬂ:m!tstronghtmannghtandmvxrmmenml
policies face serious risks to our reputation and share value if we are seen to be
responsible for or complicit in human rights violations, specifically the violation or
erosion of the right to sufficient, safe, acceptable, physically accessible and
affordable water; ,

Smﬁcantconmercmladvantagumaywcmetow&mpanyhy cxeatmga
comprehensive human right to water policy, including enhanced corporate
improved community and stakeholder relations, reduced risk of adverse

reputation,
publxnty oonsumerboyootts,dxveshnentcampmgns,andlawsmts
'Ihemelanentsofapohcyonahmannghttowatermchxb:

1. Safety -
2. Sufficié
3. Acceptability .
4Phy&cn1aocwm'bﬂny
SAﬂindahihty

. mmﬁﬁemr@tmmﬁermmykaapmﬂaoﬁm
and water services. As a provider of water, the human right to water implicates the
impact that the Company’s water policies have on other uses and sources in the
community. For instance, do their activities (pricing, infrastructure, community
engpgunmt)ﬂmﬁthephysiedmnﬂﬂtydmﬁeruppﬁumdmmpwphm
'»themmnﬂy?nmtheCompllyaaMardofwmnnﬁymmopummm
snﬁehqofmmmhmearmmwkumk?mnmdmheﬂw
satatyofwatermpplies? .

Smoemnnnyateasﬂ)e()ompanyxsﬂ\esolepmwd@rofwmerforresldems,nsmleasasellm'
of water is also relevant since safety, sufficiency and water quality are relevant to their human
ngimmwaterasmmswhohavewchowebwmbxqﬁommemmpmgy Food and
WatetWawh’ 'anNGO xsslwdareportonAqnaAmenca smhilwsandwmquahty'

Cmnm:smon(PSC)eaﬂmﬂnsyeardemnequmsquamyofservmeas"margmaL and

wstomsmomdﬂws@ecomplmmdabommsmwemdfmd-smeﬂmgmz

. Issues of safety, sufficiency, aﬂordabﬁtyandaeeepubﬂltyofwaurareallhnpkmdm
theCompany’srdahomwnhtheseupﬁvem

;hupmly/xw
http://bit1ly/t98fYc
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lneal i} able in the fata ‘
m.lhepmposaldoesnotm@eamexplanaﬁmofﬂwoompany’spmaesmm
to water, but rather a written policy clearly articulating for all actors within the company how
-ﬂ:eCmnpmywm,mltsopemums,upholdandoomtbﬂnlnmmngmmwawrmﬁve
key areas (as defined by the United Nations): stgﬂicmd,afe,miabk,pbymwﬂy
mbkandqﬂ'oﬂabkwm

Ifahnmnnglnwwuherpohcymmphceatﬂncompmy mmesﬁmngﬂ:ecompanyswh )
as foul-smelling water, mgmalrahngs,andmdxmymtoommsnnghthave .
bempreemptedbymeﬁﬂmmamdemmmbasedmacbarcmpmtepohcyouﬂmg
- the Company’s commitment to the human right to water.

jlg_.MsMismonSmmmetSheetdomtaddressﬁmM' issues

: inthe 'S )
Wlnleﬂ:cCompm soommﬂmentto“pubhchealﬂmndenvn'omnmlqnalnymdards”
and “[c]ontinming its capital investment in system improvements™ are admirable, the
P:opowuspmposalspecxﬁcaﬂquuestsﬁntﬂleCompmycomnmacompmymde,
human right to water policy. In the requested poticy, the Company would articulate for
slmeholdus,qmmexs,andwmmmnmsspeuﬂcasnnmmdobhgmmsbyﬁe :
Company that relate to the human right to water. Such a pelicy could discuss, for example, the
mofaﬁ'mdabﬂuymthepoueuumwmas,mchdmgﬁﬂm-payshmﬂ'pohcm,
paymaﬁplm,mdﬁmﬂmsﬁnwpohmwforﬂmﬂmmneed;mmofm&,hgb ‘
thywmﬁ:wdrmhngmdsmmmmmbycmmgmwm
pesMgorwaste;gmmbyﬁxeCompmyﬁmtmsmuewmlxmemdplmnﬁﬂ
waterwhmewﬂlmamahghpnmﬂyandaoommhmntbyﬂ;eoompmyﬁmtwat&wm
remamwoudbh,regadlwsofﬂlothaﬁds,bcommﬂymembaswhomedn,mhﬂmg
a pledge to engage with comnyunity members in a constructive manner over disagreements.
NomofﬂnsemmmaddtessedmﬁcCompmystShmmﬂFthheet.

The reporting y the Com onwm-rdatedacﬁvﬁiesdmnoteonm
11 + 1 PINE] . 3 f m ¢ M ’

Smﬁ’pmedemxfmihsmhmmmﬁxelnmnnghtwwmrmdlﬁeexamplwof
companies where substantial implementation was found to exist, and others where it was
rejectedkmcharmmeprmmdﬁwtsmmeﬁkeEHMMobﬂ(Mamhm 2011),
wherembstanﬁalmplmnentuhmwasrqected,ﬂxan?mcwr&Gmble(Augm4 2010)
whmsubsmhalnnplenmhonwasfomdmhaveocamed. S
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In the case of Procter & Gamble (August4 2010),ﬂ1ecompanyhadadopﬁedarev1sedwater
pohcydevdopedmd:msmmwﬂﬂlepoponﬁn,&wﬂomghawﬂwemnpmymnwo&w
ensure future sustainable access to water resources and the availability of adequate quality and
quantity of water that is essential for life, a requirement to achieve the standard of living -
adequate for everyone’s health and well-being, Thus the company policy in question
mvolvedadopﬁonofasetofpnnmplescmsnstentmthﬂxehummnghttowater The -
Revised Water Policy includes the company's commitment to: sustainable water - :
management in product design, manufacturing and consumer use; transparency; meeting
Iegal requirements; P&G's Children Safe Drinking Water program and working with
ex&rnalparhers,NGOs(nm-govemmenmlorgamzahons)andoﬂnerassommons The
Procter & le statement was with ion of '
guidance on this issue as was implicated by the proposal.

By contrast, in the case of Exxon Mobil (March 18, 2011), where a substantial implementation
claim was rejected by the Staff, the company had described various activities on water, and
asserted rhetoric on capmaﬁemomihﬂm&s,"hudldnotﬁﬂﬁllﬂnmualobjecnmofa
" comprehensive policy on the human right to water. The company Iacked & systematic
statement of the company’s commitment to respectinig the buman rights of external
stakeholders, and a clear articulation of the steps the company and its employees will
take fo respect those rights. Accordingly, ﬂleShﬁ'rejectedthesnbﬂantnl
Mplemolhtimddm,asitshouldhtheprmntm

lhdumﬂelws(ixm),mbmﬁﬂimpkmmmﬁmofapmposﬂmqﬁmsmmmkﬁng
actions or partial policies that touch upon the same subject matter as a proposal. See Abboit
Laboratories (Feb. 28, 2008) (A human rights proposal on the right to access medicines was
not excludable even though the company had programs and made significant contributions on
the need for affordable access to medicines.); Target Corporation (April 1, 2002) (A proposal
was not excludable because all of the proposed principles were not reflected in the existing
policies and the existing 20% independent monitoring did not equal the completely
independent monitoring requested.). See also Chevron (March 22, 2008), the proposal ,
. requested the company to adopt a comprehensive, transpaient, verifiable human rights policy
and report to shareholders on the plan for implementation. Although the company had a
“paper policy,” the proponents brought forth ample evidence that the company had not
.eﬂ‘ecuvelynnplementedﬂlepohcy andﬁ:tlhert!mﬂxeprogramwasnenhetttanspareznmr

- verifiable. :

*_Company reporting mmmmmmmmmmm

Asﬂ:eCompanyltselfnom,“mbsmnhalnnplanmmhon”unduRnh 14a-8(i)(10) requires
that a company’s actions have satisfactorily addressed both the proposal’s underlying
ooncemsandnsessenhalobjechve Nouceably,ﬂxeCompany’scunmtacuonshavenotdone



Aqua America: Proposal Regarding Policy on Human Right to Water
Proponent Response —February 9, 2012
Page 7

either. The essential objective of the Proposal is the establishment of a Board-articulated
polwymhcaMgmeCompmy’swmmnmtwmspectfwhnmnngmsandmmwgmfor :
: ﬁﬂﬁumgﬂmtmspea.Al&wghmmycorpomhmslmvemogmmdﬁatsevaﬂofmm
mmwwmmmwmmmmmm :
mhmmmmmwmwmamm
’ omporatepohcyofrespectﬁxﬂwlnnmnnghttowm

. OneofﬂwhamnngtheMmofompmaterespomibihhesmgmdmghmmnng‘
is John Ruggie, the United Nations secretary general's special representative on business and
human rights. Ruggie has forged a working consensus among companies, govemnments and
advocates that human rights are not just a business concern, but that both governmentsand -
wmmmmmwmwmm
~ Framework” and companion Guiding Principles provide an entry point for many companies o
consider human rights seriously for the first time and will frame the business and human rights
discussion for years to come. According to those guiding principles one of the first things
omnpmmstdoaﬂetd:gwhngﬂwwemnﬁmnewmkmwadoptahmngmspohcyA :
companty must demonstrate exactly how it is meeting its responsibility to respect human
rights. Human rights commitments need to be elaborated by the company, communicated to
emphywsmdoﬂmsﬂkeholdus,mdmﬂecﬁedmcompmymahon&lhﬂnﬂwpmpweof »
apolicy. -

TheCompmy’sSmlmmbﬂﬂyRepathﬂswaﬁeras“ﬁeuhnnﬁemsmmbkm”md
* thé “most recycled natural resource on the planet,” and describes the Company as “being

mindful of the impacts on society and the environment,” however the Sustainability Report .
provides no overatching policy, standards of action, or governing ethical commitmenton
behalf of the company, aslsxeqwswdbyﬂ:eProposal.

‘TheProposalexplmmﬂlatapohcymﬁehummnghtmwmwmﬂdbemedasmeﬂmal :
framework by the Company when making business decisions to ensure that its operations do
not risk violating United Nations-sanctioned human rights. The Report continues to espouse
the Company’s “achievements” in water, yet it fails to satisfy the Proposal by committing the
Companymanoﬁaaloorpmatepohcyupholdmgthelnmmnghtwwm The fact that the
Company is reporting on its efforts is conimendable, however to “substantially implement™ .
ﬂleptoposalﬂleCompmywwldneedawnmn,pmqﬂedﬁmnewod:mwnga _
SPECIFICcomnnhnenttoﬂ:ehmmnghttowm .

Themumofahnmmnghtmwmmuponﬁxst,ﬂxereoognumof&engmsof
stakeholders — individuals in communities — affected by the company, and then describing
howthewmpmymnrespectﬂmsengm.lhcmpanysmmmfmmmd
ondescdbmgvanwsachms,bmstopfarsbmtofpmv:dmgaspemﬁcwmpanypolmy which
: woﬂdmmwedeuiyforﬂlenqﬂoywsoquuaAmmcaﬂnobwmumedmmspeaﬁme

\sﬂkehoﬁasngh&,mdxhwlahngq:enﬁmﬂththecompmyandﬂsanploymmmdo
$0.
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n such a “human right to wates” policy, ﬁxeCompanywauldﬁrstmakeadeﬁnﬂ:ve
commitment to upholding the human right to water, and then articulate the ways in which it
will satisfy each aspect of the human right to water (sufficient, safe, acceptable, physically -
accessible and affordable water). See the attached examples of human right to water policies
adopted at other multinational corporations (Exhibit 2). For instance, PepsiCo’s policy on the
human right to water, contmnedmﬁdlmﬁeappendm,d&m’bwﬂnoompmy’scmﬁnm&s
as follows:

1. SaﬁetrWewﬂlenmethatmxopuaﬁmpmsaveﬂseqmlﬂyofﬂ:ewamfmmesm

' the comnmmities in which we do business;

2. »SuﬁcnencyOmopaatmgobjecuvemtomeﬂ:atourmeofwamtwﬂlmdmnmsh
ﬂ:ewaﬂabihtyofoomnmnﬂywat&rmcesmﬂxemdmd\mkwﬂncomumuesmthc
.areas in which we operate;

3 Awepmbxkly'Wewmmvolveeammuamomplmstodevebpwmresommd
will assure transparency of any risks or challenges to the local governments and
community members in an on-going manner;

4. Physical Accessibility: We will assure that our operations will not adversely impact
phyncalmmibﬂ:tyofoomnﬁymembmtoeommumtywaﬁrmmmdmﬂ
address community concerns in a cooperative manner;

5. AffmﬂabiMyWewmappropmmlyadmmwapthgovumnmbodmthatsafe
water supplies should be available in a fair and equitable manner to membexs of the
community. Such water should be safe and of consistent and adequate supply and
affordable within local practices. ,

While the Aqua America Sustainability Report discusses the water crisis, it does not cleatty -
articulate for its employees the operational commitments needed to ensure that its operations
do not hinder safe; sufficient, acceptable, physically accessible, and affordable water for
personal and domestic use. As such, the Company has not “substantially implemented” the
objectives of the proposal and the Staff should not allow exclusion.

on an does_nota ensive A

In its letter, the Company attempts to point to aspirational or rhetorical statements scattered
throughout its Sustainability Report and other documents as evidence of a “policy.” Among
the statements cited by the Company as proof of such a policy are the comments that “Water
" is the substance of all life” ... “water is our business; and we are committed to its collection,
ummmddeﬁv«ymwaystbomﬂminabkmdbmﬁchlfmwssocietyf
and “sustainability involves conducting business in ways that can be maintained for .
generations.” ' .

These disparate statements fail to add up to an articulation of the elements of the human right
to water and fiil to address most of the essential points of the Proposal for a comprehensive -
policy articulating “Aqua America’s commitment to ensuring sustainable access to water
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resources, entitling everyone to sufficient, safe, acceptable, physically accessible and
affordable water while operating our business.” Although the Company notes that the :
availability of freshwater and safe water supplies and sanitation are critical to health and the
environment, the focus of these disparate conments is not necessarily on the rights of the
individuals in these commumities, but rather can be understood to reflect the Company’s
recognition of external resource and political limitations on its operations. The company does
mtmumhteammnnunemwamﬂleavaﬂabﬂnyofﬁwhandsafewamrmpphesmd
sanitation; it merely suggests that it is important.
Whﬂeﬂ:ecompanyoﬁ'asiﬁaspﬁmﬁommdassertsﬁmtit“mitsmsmew
seriously,” it would be a speculative exercise at best for external stakeholders or even more

important, internal employees who are supposed to be guided by a policy, to discem from the
document the extent of the company’s “commitment to ensuring sustainable access to water

~ resources, entitling everyone o sufficient, safe, acceptable, physically accessible and

affordable water while operating our business” which is required in any human right to water
policy. Asmwh,ﬂ:erepottmnotbeundersmodassubshnnanymplanennngﬂ:emedﬁxa
“comprehensive policy.” o

Aeompmyﬂlatmphmenuasmallfrwhmoﬁhoposal ;mﬁrapdwyemmbe
smdmhavembsmnmnymplanmbdﬁnpmposaLForamnple,mamapwkeEnagy
Corporation (March 30, 2009) the proposal requested the company amend its equal
oppahmﬁypohcywe:phqﬂypmhibndlmmumbasedmsamalmunahmmdgmdu
identity and to substantially implement the policy. The company challenged the proposal
asserting that its policy of nondiscrimination on sexual orientation substantially implemented
the policy, but the policy did not mention gender identity and the Staff found that as such, the
request was not “substantially implemented.” -

Fmﬂmmoxe,ﬂwCanpmyﬂselﬂnsaheadycomennderscmhnyofwm-nghts
mngwenmanalmgmnzaumwhchmhcamﬂmﬂn&mpmyhasﬁﬂedwmemﬂn
humen right to water. Tn the 2008 report by Food & Water Watch, the Company is criticized
for targeting struggling small public water utilities, “voraciously eating up small systems,”
then raising the water ratcs and infrastracture surcharges to such high rates that some residents
cannolongeraﬁ‘ordmpayﬂmrbﬂk.

Aooordmgtoﬂntreport,mMayZW ﬂ:eCompany’sAquaUhlmesFlmdaaﬁanptedm
double water rates for 110,000 residents in 15 Florida countics. The increases, which would
have made water triple the price paid by residents’ neighbors on public water, were so
exorbitant that some called it “anfair, dxscrmnnatmyanddownnghtmoonsumtlmaL”’

" 3wpqua America: Strategies of a Water Profiteer,” Food & Water Watch,2008.
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Eventually, ﬂlestateattomeygmml s office was forced to intervene on behalf of the
residents.

Additionally, aﬂ@rﬁeCompanytookoverthewatersyswmsmNmseR:meage,NCm
" 2004, mGShousehoIdsmﬂ:esmannmxfaMnthomeparkhadﬂmrwatersewmmnoﬁ

Food&:Wa’aerWatchrepmlsﬁ:at

dmoffannhﬁhadmﬁnjugsofwatuatthelrnexghbm fmwetsﬁxdaily
' cleaning and cooking, and many resorted to using the nearby woods as a
bathroom. Parents and children faced possible eviction because a county
" health ordinance required homes to have ronning water.”

Achnchasﬂns—pmhngfamihesatphymcdnskofﬁhess,mcm,dehydrmm,md

, mbilﬂytocmeforbwdm-nmdmﬁwohﬁonofthehmmngbtbwaﬁasﬂnm
Nations describes it. In this incident in North Carolina, individuals’ right to safe, sufficient,
aecephbk,phymlymsﬂﬂe,udaﬁordabkwaterwasmomdAmdmngmd&
‘Water Watch, the Company either failed to notify residents of fee increases or communicated
in English with the prixnarily Spanish-speaking commmnity, completing failing to engage with
_&eemmymmbusbefaebegmmngmmmtewatadmmmecuommdanowmg
residents to accrue debis over $1,000.

]n2007 Aqua America’ sllhnonsdiv:snmwasmhuzedbyangrymdaﬂswhowme
suddenly charged for water they had not used — such as “270,000 gallons of water on a vacant
ot or “water bill[s] vary[ing] the size of...waterline pipe from month to month.” These
consumers in Manteno, lilinois received notices that Aqua Hllinois-would shut off their water
when payment for the leak was questioned by residents. These actions clearly violate the

. hmnghbwatefspmw&omof:ﬁordabk,m$k,mdsuﬁdﬂtwmﬁxdomsm
and personal use. -

InWakeCounty NC,mcmgmradnmmdmamumwaefoundtoomtmmnateCompany-
provided drinking water, inclading uranium levels five times higher than allowed by the

EPA ® In Jenmary 2007, Florida officials had to order Aqua Utilities Florida to reduce levels of
“uihalomﬂhme,awataqmlﬂywohhonmgomgsxmeOcmberZOOS”‘QuaMymdsafay
violations such as thesc are clearly in contrast to the oman right to water, especially
cmdenngﬂmttheCmpmymdetsthmeoonﬁmnmmmbe“mtmnmmdmwmk”’ ,

_Raﬂwrﬂmmdwahngﬂmttheoompanyscmmtpohmmmwaﬁmeqmvﬂmtmam N
right to water policy, this string of activities by the Company indicates that the Company does
not grasp the key element of human right to water. Ahlmnnghttowatu'pohcywould

‘ld. ‘

Amenca.sunteglesofaanPmﬁw”m Food&WaterWatch

’“AqnaAmenca.SnmglﬂofaWaterProﬁteu"’m Food & Water Watch.

7 “Important information about your drinking water.” Aqua Utilities Florida, February 2008. Availableat.
‘http:/iwww chuluotawater.com/
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shapeﬂxeCmnpanfsh:smsdems:msﬂmuglwmmUS operauons,and,when
mc@ssﬁxﬂymplanmd,wmldsheldﬂwCompmyﬁommahngmeafmemmnmedmms
.andfailmmjudgment. )

BecausetheCompany sSustamabihtyRepm,FactSheet,andemStamnmtoomplaely-'
fail to address the five United Nations-sanctioned facets of the humani right to water: safety,
sufficiency, acceptability, physical accessibility, and affordability, these documents cannot
suffice as a policy on the human right to water, nor can they be considered to substantially
implement the Proposal. As a water utility providing drinking and sanitation water to three
million U.S. residents, all five of these essential focuses are essential to the Company, its
shareholders, customers, and the commmmities in which it draws water supplies.

CONCLUSION

The Commission has made it clear that under Rule 14a-8(g) that “the burden is on the
company to demonstrate that it is entitled to exchade a proposal.” The Company has not
metﬂtatbmdenﬂmttheProposahsmhdableunderRule l4a-8(')(7)oarlc 14a-

8(i)(10)

Thetefae,wemquestthattheSmﬁ'mfmmmeCompmythatﬂwSECpmxyMesmqme- ’

denial of the Company’s no-action request. In the event that the Staff should decide to
concur with the Company, we respectfully request an opportunity to confer with the
Staff. Please call me at (413) 549-7333 with respect to any questions in connection with
this matter, or if the Staff wishes any further information.

. Sincere!

" Attofney at Law

JuheGoodndge Nor&nStarAssetManagement,hc
RuyH.Stahl,Aqumenca
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. Exhibit1
Text of the Shareholder Proposal

Poﬁcyonthennmankighttowm
WHEREAS,AquaAmmca,Inc.tmhmmhmlwaterresomcesﬁ)rourcmrpany’s
livelibood, and water quality and quantity is vital for Aqua America's success. Three
million residents throughout thirteen states from Maine to Texas rely on our company's
water service for survival; - -

At the time of writing this resolution, the U.S. DmughtMomtorrepmlsﬂ:aﬁl%ofthe
U.S. is in a drought, while nearly 9% is in an "exceptional” drought. 100% of Texas is
currently in-a drought, 88% of which is described by the U.S. Drought Monitor as
"extreme” or "exceptional.” Further, 95% of Georgia is in a drought, as well as 40%. of
North Carolina and 69% of Missouri, all states our Company serves. : -
Smmuﬁcwmmcepmwchmatechmgeasthereasonbehnddmnghmﬂnmghomme
world.]hempactofchmatechmgehasbensoexuemcthatﬂ:eUNDevelopment
Program has defined the current global water scarcity as "water apartheid” doe to
structural wealth and location inequalities in access to safe water. As shareholders, we are
. concerned that climate change will put significant pressure on our Company to provide
safe,mfﬁmen;accepﬁble,phymﬂlywoessibkandaﬁoﬁablewmprmmalam

- domestic use.

On September 30, 2010, ﬂ;eUNI-hnnanR:ghtsCouncﬁadoptedaresohxhonaﬁmmg
that access to water and sanitation are human rights. UN Special Rapporteur Catarina de
Albuquuqueaplmnedﬂ:at"ﬁacnghtmwatuandsamuhonmmedmmshng
human rights treaties and is therefore legally binding...The right to water and sanitation is
a human right, equal to allother buman rights, which implies that it is justiciable and
enforceable." The United States joined the consensus in voting for this resolution.

‘Our company's continued operation without strong human right and environmental
pohmesfacesmusnskstoomreputauonandshmvaluelfwemsemtobe
responsible for or complicit in human rights violations, specifically the violation or
erosum of the right to sufficient, safe, acceptable, physically accessible and affordable

Slgm&:antcomnmaladvamagesmaymuemourCompanybycreaunga _ ]
comprehmsxvehmmnglntowaterpohcy,mchldmgenhmoedcorponterepum
improved commmunity and stakeholder relations, reduced risk of adverse publicity,
‘consumer boycotts, divestment campaigns, and lawsuits;
RESOLVED,ﬂleshmhoklusmquesttheerdofDuectonmmteacompmhmve
pohcyatnculaungmncompan}’srespectforandcommnnenttoﬂlehtmmnghtto
water. .

SUPPORTING STATEMENT

Proponents believe the policy should elucidate Aqua America's commitment to ensuring
sustainable access to water resources, entitling everyone to sufficient, safe, acceptable,
physically accessible and affordable water while operating our business. .
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Exhibit 2

Exemplary Company Policies
on the Human Right to Water
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PepsiCo Guidelines in Support of the Human Right to Water -

‘Water is critical to life, and essential to business. It is the primary ingredient in our company’s
beverages, and also necessary to produce most of our other products. As such, water quality
and quantity are essential in our daily activities, and essential to the activities of our
comnmmities, consumers, and other partners. Our search for a clean and ample water supply
brings us into the lives of many individuals around the globe. We recognize the impact of our
business on each community in which we operate, and likewise the impactof our
commumnities on our business. We are committed to supporting governments which preserve
ﬂle}hmmRigmem,ofhdiviMsinﬁeOmnmmiﬁeswhm.wmmmyopm
. and advocating this right more broadly through our strategic approaches across the enterprise.
The United Nations defines the Human Right to Water as all people’s right to safe, sufficient,
acceptable, physically accessible and affordable water for personal and domestic use.
Thmeﬁrq?epmcoammmeﬁnwmgswpsmmmﬁatomhninmsenmﬂn
mssﬂlegobe,ﬁrstandfmunost,rupectstheHmnanRtgmmWamr

1. Safety:Wewmmmnethatomopaaumspresuveﬂlethtyofﬂmwamrmin
the commwmnities in which we do business; . '

~ 2. Safficiency: Our operating objective is to ensure that our use of water will not diminish
&emhhhtyofamnntywawrmmﬂnmdmkmﬂwcmmtbe
areas in which we operate;

3 AcoeptabilnyWewmmvohecommmnnesmmplmstodevelopwatermms,md
will assure transparency of any risks or challenges to the local governments and
community members in an on-going manner; -

4, PhysacalAecessibilﬂyWewﬂ!asmeﬁmtmropuaﬁomwxﬂmtadvmselymact
phymcdmssibﬂnyofemmmtymanbasmoommntymmandwﬂl
- address community concems in a cooperative manner;

5. - Affordability: We will appropriately advocate to applicable government bodics that safe
water supplies should be available in a fair and equitable manner to members of the
community., Suchwatershwldbesaﬁandofoonsnstmandadequatempplyand
aﬁixdablewnhmlocalpmct:ces.

WeatPemeomspectﬂwhmnmnghtsmgmzedbyﬂwcamhamwhmbweopaaﬁe,md
will not take any action that would undermine a state’s obligation to its citizens to protect and
fulfill the Human Right to Water and, absent of 2 country’s Human Right to Water Policy, we
commit to operate within the principles of the Humen Right to Water Policy as defined by the
United Nations.
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Ideaim'Pohcy

ImdmwgmwsﬂmtwatmmamumlnahmImomceMBofsnategwmmewm
business and the communities in which we operate. We acknowledge the importance of
havingglﬁdingpﬁmiphsinmofmmspmm'bkmemdp:mvaﬁmofﬂﬁsvﬁal

Tesource.

QxcmmnmmWnomanswwmdshnp-—mchdmgrespmsibbwatermmagmnem——
is embodied in both Intel’s Environmental, Health & Safety Policy and in the Intel Code of
Conduct, which asks employees to consider both the short and long-term impacts to the
mvxronmem:andﬂxecomnmmtywhmmalungbumssdecns;ons. : ,

Ihelhndeanomdeﬁmﬁelhmleghthmasaupeopldsngmmsafe,mﬁcimt
acceptable, physically accessible and affordable water for personal and domestic use.
Consistent with our commitment to environmental responsibility and respect for the human
right to water, Intel’s water policy supports the following tenets in the communities in which

" we operate:

*  Safety: Commit to preserve the quality of water resonrces we utilize in the
communities where we operate. .

*  Sufficiency: Slnvetoopemtemamamcrﬂ:atmmnmmxmpactﬁommnopmﬁons
on the availability of community water resources.

s Transparvency: Opmlycmmmmcateandengagewnhourcmmnumharegardmgom
water usage and conservation initiatives in an ongoing manner. -

*  Physical Accessibility: Wodcwmaneﬂaatanoperanomdonotadvmselympact
physical accessibility of community members to water resources.

*  Responsibility: Consider the impact on water throughout all stages in our operations,
mchxhng:tmewmgmtosmablewatasmmasamwhmselecnng
a site for a new Intel facility, incorporating water consesvation elements into the’
design of our facilities, and establishing specific water goals for new process -
technology changes in an effort to support a safe, consistent, adequate and affordable

’ watersupplymhnemih]walpacnces.

Further, wecommttoconhnuonsmpmvemmtﬂnmghmemchandparmemhpswxﬂx

oﬂlercompmnamdugmzanommsmdudsmdmwdevehpmpwvedwm'
foolpmumeﬂlodobgmmdbestpmqnmmmpomiblewmmﬂnm.

- March 2010



- Johnson & Johnson
Statement on Human Right to Water

Jolmson&]ohnsonmcognmsﬂ:elhmanmgmme,whch,asmdbyﬂwUmed

: .mmmmaﬁcm,mfe,mepmbh,phymwlywwsﬁbhmdaﬁmdable

» wmﬁrpasmalmddmneshcuses.Wealsomcogmnﬂmﬂleacuomofoompam&sm
mpactwaterquahtyandq\mhty Water is critical to life and, at the same time, essential to

' health care products, ensuring sanitation, and securing livelihoods. Because both

peophmdmnmesrdymdmplmhﬁdwm,wemustanwomwmnempplmm

adequatemdthtymmned]ohmon&lohmmmemnmﬂedtomq)echnghummnghts

and complies with the local laws protecting those rights in all the countries where we are

-mWemmdmgmﬁeﬁ]bwmgmmhwmmwombwmmpea

ﬂxelmnmngbtioww

R SuﬂimaﬂwaﬁrWes&wetoopemtemamammﬂmtwiﬂmt&nnmshmmmmnywm
resources. We consider the availability of water when selecting new business locations and we
} seek to achieve efficient use of water resources at all operational locations. Since 2001,
Johnson & Johnson has had long-term water-use reduction goals. Our companies conduct
mm,mﬂmmbmmmmmdusemhmlogywmﬁemeof
recycled water.

.zSafemdacoepmblewaterWeseekmpresaveﬂ:eqMMyofwamrmmﬂ:e
commmmities in which we do business. To further this, we consider relevant local and

. - conmumity water standards, and consistently apply our own intemal quality standards to our
opaanomwmidmde.Wewdomneopmengagmemeﬂocaloommﬁmgmdmgm
: wmusageandconsavahonnnnanvm.

3 Phymmlwoessibihtyofwm'Wewﬂlmthnwmglyadversdympactﬂmabﬂnyof
peopbhmcommmﬁywaﬁumsmesandwewﬂladdmscmmﬂymma

4, Af&xdablewam'hmvemauomwnhgovmmmmlbodwswemppmﬂnpnmpleﬂm

safewa@rmpphesshmﬂdbeaﬂ'«dabhmdavaﬂablemafawmdeqmﬂblemmbaﬂ
membetsofaoommmmy , .

Febrmuary 2011
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Greea Mountain Coffee Roasters, Inc. Policy
insnpportofthellumanlhghttowm

. Green Mountain Coffee Roasters, Inc. (GMCR)moogmmthatwawnsamhmlmﬂ
mmuwﬂ:atmofs&a&gcnnpmhmewomhlmess,mrsmkehowﬂs,andﬂ:ewmmm
in which we operate.

In 2010, ﬂernmedNauome:qmdedﬂanmvasalDeclmaumofmmaanghlsbmclnde
theHnmaanghtﬁonr defined as all people’s right to safe, sufficient, acceptable,
physmﬂyaeoe&sibleandafﬁndablewmrﬁxpersomlanddomesmuse.

_Cmmstaﬂwxﬂ;arhstormlcomhnmttocmpmatesocnlandmrmtal
responsibility, we recognize the Human Right to Water and acknowledge the importance of
_ _hwmggmdmgpmc:plmmmofmmomiblgusemdptwmofﬂnsvml

lhe_globe,ﬁtstandﬁmnost,respeasﬂ)eﬁmmnkigmeam

1. Safetycomm:ttomveﬂ:emahtyofﬂwwawrmmweuuhzemﬁm
communities where we operate, °

-2 mymwwmamwmmﬂmmm
on the availability and cost of commmumnity water resources.

3. Acceptability: in our domestic and supply-chain business relationships we will
specifically include access to clean water in our ongoing engagement efforts.
Transparency: openly comnumicate and engage with the communities in which we
operate regarding our water usage and conservation initiatives in an ongoing manner,
5. Physical Accessibility: work to assure that our operations will not adversely impact

phiysical accessibility of community members to water resources and will address
comnmnity concerms in a cooperative manner. _

>



Roy H.:5tahl
General Counsel

T610:645.1035

, L F810:645.1061
January 9,2012 thstahl@aquaamerica.com
' ' WWW.aguaamericaicom:

| .?roxyMaten,_s wit ;the Commission; and.

. Simnltaneouslyseiﬁcopwsefthls wrrespmdenceta he: _' nent.

4 copy of that ¢o pmdenee shoul& be ﬁm&sﬁé& commemly to ﬁze éndersigne& on behaif of
the Canypmsuam to Rule 14a-8(k) and SLB 14D.
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THE PROPOSAL
- The Proposal calls for the adoption by the Company’s shareholders of the following resolution:

RESOLVED, the shareholders request the Board of Directors to create a
comprehensive policy articulating our company’s respect for and commitment to
the human right to water. ’

A copy of the complete Proposal and related correspondence from the Proponent is attached
~ hereto as Exhibit A.

BASIS FOR EXCLUSION

The Company respectfully requests that the Staff concur in its view that the Proposal may be
excluded from the 2012 Proxy Materials pursuant to: o

. ‘Rule 14a-8(1)(7) because the Proposal deals with matters relatlng to the Company s
ordinary business operations; and

e Rule 14a-8(i(10) because the Company has already substantially implemented the
Proposal.

ANALYSIS .

L The Proposal May Be Excluded Under Rule 14a48(i)(7)‘ Because It Deals With
' Matters Relating To The Company’s Ordinary Business Operations.

Rule 14a-8(i)(7) permits a company to exclude a shareholder proposal from its proxy materials if
the proposal deals with matters relating to a company’s ordinary business operations. As
discussed below, the Proposal encompasses a variety of issues that clearly relate to the
Company’s day-to-day management of its water utility operations, including decisions regarding
water quality and quantity and compliance with complex laws and regulations. Accordingly, the
Company believes the Proposal may be excluded from the 2012 Proxy Materials pursuant to
Rule 14a-8(i)(7). :

A Precedent Regarding Exclusion Under Rule 14a-(8)(i)( 7).

Rule 14a-8(1)(7) permits the omission of a shareholder proposal dealing with matters relating to a
company’s “ordinary business” operations. The term “ordinary business” refers to matters that
are not necessarlly “ordinary” in the common meaning of the word, but instead the term “is
rooted in the corporate law concept prov1d1ng management with flexibility in directing certain
core matters involving the company’s business and operations.” Exchange Act Release No.
40018 (May 21, 1998) (the “1998 Release™). In the 1998 Release, the Commission also stated

that, “consistent with the policy of most state corporate laws,” the general policy underlying the
ordinary business exclusion is “to confine the resolution .of ordinary business problems. to
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management and the board of directors, since it is impracticable for shareholders to decide how
to solve such problems at an annual shareholders meeting.” Furthermore, in the 1998 Release,
the: Commission emphasized the two “central considerations” for the ordinary business
exclusion:

The first relates to the subject matter of the proposal. Certain tasks are so
fundamental to management’s ability to run a company on a day-to-day basis that
they could not, as a practical matter, be subject to direct shareholder oversight.
Examples include the management of the workforce, such as the hiring,
promotion, and termination of employees, decisions on. production quality and
quantity, and the retention of suppliers. However, proposals relating to such
matters  but focusing on sufficiently significant social policy issues (e.g.,
significant discrimination matters) generally would not be considered to be
excludable, because the proposals would transcend the day-to-day - business
matters and raise policy issues so significant that it would be appropriate for a
_ shareholder vote.

The second consideration relates to the degree to which the proposal seeks to
“micro-manage” the company by probing too deeply into matters of a complex
nature upon which shareholders, as a group, would not be in a posmon to make an
informed judgment. This consideration may come into play in a number of
circumstances, such as where the proposal involves intricate detail, or seeks to
impose specific time-frames or methods for implementing complex policies.

1998 Release. Aqua America believes that these central considerations justify exclusion of the
Proposal. o

Even if a sharcholder proposal does raise a significant social policy issue, as discussed further
below, the Staff has concurred with the exclusion of a proposal that raises a significant social
policy issue when other aspects of the report or action sought in the proposal implicate a
company’s ordinary business operations. The Company believes that most Rule 14a-8(iX7)
determinations considered by the Staff do not revolve around whether the subject matter of a
proposal has raised a significant social policy issue but instead depend on whether the specific
actions sought by the proposal or some other aspect of the proposal involve day-to-day business
matters.

B. The Proposal Is Excludable Because It Relates To Tasks Fundamental To
Management’s Ability to Run the Company on a Day-to-Day Basis, Including The
Company’s Compliance with Laws and Regulations and Its Decisions Regarding
Production Quantity and Quality.

Aqua America is a water utility and leading provider of drinking water and wastewater services
for nearly 3 million people in 11 states in the United States. In its publicly available Mission
Statement, the Company states as one of its core missions that it is dedicated to “[pJroviding
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quality water and wastewater service, in a manner consistent with applicable standards for public
health and environmental quality standards.” See Exhibit B attached hereto and Mission
Statement available at https://www. muaamenca com/Pages/Mission.aspx. The Company’s
concern with providing quality water in sufficient quantities for the communities it serves has
been a cornerstone of the Company’s operations since it was formed in 1886, and the Company
devotes considerable effort and resources to accomplishing this part of its mission. The Proposal,
by its very terms, relates to the core of Aqua America’s business — the manner in which it
operates to provide water and wastewater services to its customers.

Few, if any, decisions made by a water utility like Aqua America more directly relate to, or have
a more dramatic impact on, Aqua America’s day-to-day operations than its decisions and policies
regarding ‘the provision of water and wastewater services. In attempting to request a
comprehensxve policy on the Company’s commitment to the human right to water that articulates
the ways in which the Company will satisfy each element of that right as defined by the
Proponent, the Proponent is seeking to subject to shareholder oversight aspects of Aqua
America’s business that, due to their complex nature, are most appropriately handled by
management. It is critical to understand that implementing the type of policy contained in the
Proposal involves complex technical, operational, financial and regulatory issues and requires
the execution of hundreds of day-to-day decisions by the Company’s 1,600 employees such as
managing water supplies, overseeing water treatment, regulating water volumes and pressures,
and pumping, storing, sampling, testing, reporting and metering water. Nothing is more central
to the ordinary business operations of the Company or, as stated in the 1998 Release,
“fundamental to management’s ability to run [the Company] on a day-to-day basis,” than its
decisions and policies regarding the provision of water and wastewater services. Thus, the
Proposal addresses “core matters involving the Company’s business and operations” and,
accordingly, relates to ordinary business matters within the meaning of Rule 14a-8(i)(7).

The Staff has long recognized that proposals that attempt to govern business conduct involving
internal operating policies, customer relations and legal compliance may be excluded from proxy
materials pursuant to Rule 14a-8(i)(7) because they infringe upon management’s core function of
overseeing. business practices. See, e.g., Verizon Commumications Inc. (Feb. 15, 2011)
(permitting exclusion of a proposal requesting that the company operate its broadband network
consistent with net neutrality principles as relating to the company’s ordinary business operations
while noting that the topic had recently attracted increasing levels of public attention); AT&T
Inc. (Feb. 2, 2011) (same); The Coca-Cola Company (Feb. 17, 2010) (permitting exclusion of a
proposal that the company publish a report discussing policy options responsive to concerns
regarding bottled water because the proposal implicated customer relations and decisions relating
to product quality); The Western Union Company (Mar. 6, 2009) (permitting exclusion of a
proposal that sought a report on the company’s policies on investment in communities as relating
to “investment decisions”); Verizon Communications Inc. (Feb. 22, 2007) (permitting exclusion
of a proposal that sought a report on the technical, legal and ethical policy issues pertaining to
the disclosure of customer records and communications content to government agencies without
a warrant and the effect of such disclosures on customer privacy rights as relating to “protecting
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customer information™); AT&T Inc. (Feb. 7, 2008) (same); H&R Block, Inc. (Aug. 1, 2006)
(permitting exclusion of a proposal that sought implementation of a legal compliance program
with respect to lending policies as relating to “credit policies, loan underwriting, and customer
relations™). -

Furthermore, as noted above, the Commission in the 1998 Release included “decisions on
production quality and quantity” in a list of examples of “tasks that are so fundamental to
management’s ability to run a company on a day-to-day basis that they could not, as a practical
matter, be subject to direct shareholder oversight.” The Staff has repeatedly held that decisions
relating to management actions involving specific company products involve ordinary business
operations and, as a result, proposals relating to a company’s decisions on production quality and
quantity may be omitted under Rule 14a-8(i)(7). See, e.g., Campbell Soup Company (Aug. 21,
2009) (permitting exclusion of a proposal calling for the company to take a leadership role in
‘educatlng people on a healthy diet, to launch a campaign that puts it in the forefront of food
companies and to not label products as “healthy” unless they meet healthy standards); PetSmart,
Inc. (Apr. 8, 2009) (permitting exclusion of a proposal seeking a report on the feasibility of
phasing out its sale of live animals); The Home Depot, Inc. (Mar. 4, 2009) (permitting exclusion
of a proposal seeking a report on policy options to reduce consumer exposure and increase
consumer awareness regarding mercury and any other toxins contained in one of its branded
products); FedEx Corporation (July 14, 2009) (pemuttmg exclusion of a proposal asking the
company to address efforts related to American Indians in products, advertising, endorsements,
sponsorship and promotions);, Wal-Mart Stores, Inc. (Mar. 24, 2008) (permitting exclusion of a
proposal requesting that the board issue a report on the viability of Wal-Mart’s UK cage-free egg

policy).

In requesting creation of a “comprehensive policy” regarding the “human right to water,” the
Proposal articulates the Proponent’s position on the main elements of this right, namely the
provision of “safe, sufficient, acceptable, physically accessible, and affordable water for personal
and domestic use.” Not only do many of these elements relate to the Company’s ordinary
business matters, but they are also almost entirely governed by regulations that the Company
must comply with on a day—to-day basis and that dictate the quality, quantity, price and
availability of water, the primary product that the Company, as a public water utility, provides to
its customers. In fact, government regulatory bodies, not the Company, determine the nature and
extent of any such human right to water because these bodies fix the specific rules and standards
governing the quality, quantity, price and availability of water. The Company is regulated by
state and, in some cases, local utility regulatory bodies and environmental regulatory bodies in
every jurisdiction in which it operates. In general, the utility regulators determine the adequacy
of the water service provided to customers and the price to be charged for the water service. The
Company cannot choose to provide water at rates different than the rates approved by the utility
regulators. In addition, the utility regulators govern the Company’s financing activities used to
fund its operations and infrastructure investments, the Company’s levels of customer service and
the Company’s billing practices. The utility regulators determine where the Company can
operate and where it cannot.
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In addition to the utility regulators, the quality of water supplied by a water utility is governed by
environmental regulators who establish and enforce safe drinking water standards. These
standards are reviewed and updated periodically by the environmental regulators to help ensure
the quality of the drinking water provided to the public. Violations of these standards must be
reported to the environmental regulator, and utlhtles may be fined for fmlmg to adhere to these
standards. :

Tracing the various steps in the process of collecting water from its sources and providing water
to its customers reveals how the Proposal directly relates to the Company’s basic management
functions regarding its compliance with detailed federal, state and local laws and regulatlons and,
accordingly, is excludable under Rule 14a-8(i)(7).

. So urcing: Raw water is obtained from e1ther underground wells or above-ground
' rivers, streams or lakes. The location and allowable withdrawal from wells and
the-diversions from surface water sources are subject to regulation and permitting
- by state, interstate or other regulatory bodies that oversee an area’s water
resources. For example, most public water supply wells and surface water
diversions in the Delaware River and Susquehanna River basins require a permit
from the Delaware River Basin Commission or the Susquehanna River Basin
Commission, respectively. - Such permits regulate the amount of water that may -
be withdrawn or diverted from the groundwater or surface water source.
Withdrawals - and - diversions in Florida are regulated by Water Management
Districts and, in Texas, by Groundwater Conservation Districts, Aquifer -
Authorities and other regulatory bodies. In addition, the actual design and
construction of the water intake structures are subject to environmental regulatory
~approval. In some cases, the Company has constructed dams and reservoirs to
help provide a reliable source of raw water. The location, design and construction
* of any such dams are also subject to extensive environmental regulation.

e Treatment: The Safe Drinking Water Act (the “SDWA”) establishes criteria and
procedures for the U.S. Environmental Protection Agency to develop national
quality standards for drinking water. Regulations issued pursuant to the SDWA
and its amendments set standards on the amount of certain microbial and chemical
contaminants and radionuclides allowable in drinking water. The SDWA
establishes minimum water quality standards and several states in which the
Company operates have adopted more stringent treatment requirements for
specific substances. The drinking water standards under the SDWA and state
regulations are meant to address public health requirements, as distinct from
criteria that may be based on an individual’s preferences or aesthetic
“acceptability.” Not only are the standards for the quality of drinking water for
human consumption determined by regulation, but also the design of the actual
treatment facilities are also subject to review and approval by the environmental
regulators.
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e Distribution and Storage: The ability to place distribution piping used to transport
treated water to storage tanks or directly to customers in public rights of way is
often subject to review and approval of the local governmental bodies that control
the local rights of way. The design of water storage tanks and reservoirs are

" subject to the review and approval by the environmental regulators.

e Metering: Measuring the volume of water used by a customer through metering-
the customer’s consumption is subject to regulation by the utility regulators,
including such things as the size of the meters and how often the meters must be
tested or replaced.

e Billing: The price that customers must pay for the water they use is determined
entirely by the state or local utility regulators pursuant to the tariffs approved by
these regulators, including such things as minimum rates, maximum rates, the
rates for various volumes of water used and charges for late payments. Most
utility regulators establish different classes of customers (e.g., residential,
commercial or industrial) and the rates to be charged to each class as part of the
utility’s tariff. In setting the rates, the utility regulators make a detailed
examination of the utility’s cost of service and the appropriate level of allowed
return on equity that together form the basis for the rates the utility charges.  In
some states, even the design and appearance of the water bill is subject to
approval by the utility regulators. Additionally, there is no generally recognized
standard of “affordability” in ‘setting utility rates, although the National
Association of Regulatory Utility Commissioners have endorsed the concept of
consolidation and single tariff pricing, which the Company supports.

e Customer Service: The utility regulators oversee' various aspects of a utility’s
customer service, including the timeliness of responses-to customer inquiries and
payment arrangements. ‘

e Service Territory: In most states, the areas that a public utility is allowed to serve
are determined by the utility regulators. Therefore, a public utility is not
permitted to serve customers outside of its approved service territory and the
public utility must apply to the utility regulator for permission to serve customers
outside its approved service territory. '

° Financing: In most states, the issuance of debt or equity by the public utility to
raise capital to finance the construction, maintenance and rehabilitation of the
utility’s infrastructure is subject to review and approval by the utility regulators.

In setting its position with respect to the elements of a human right to water, namely “sufficient,
safe, acceptable, physically accessible and affordable water,” the Proposal intervenes in
management’s ongoing efforts to ensure the Company’s compliance with all of the
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aforementioned laws and regulations and with management’s decisions regarding production
quality and quantity of water, which is closely intertwined with the Company’s compliance .
efforts. For these reasons, the Company may exclude the Proposal pursuant to Rule 14a-8(iX7).

C. Regardless of Whether the Proposal Involves a Significant Social Policy Issue, the
Proposal ‘Is  Excludable Because It Intrudes On The Company’s Ordinary
Business Operations.

The fact that a shareholder proposal may touch upon a matter with social policy implications
does not necessarily remove it from the realm of ordinary business matters. Rather, the Staff’s
no-action precedents demonstrate that the applicability of Rule 14a-8(i)(7) depends largely on
whether the proposal impermissibly intrudes on the company’s internal business operations,
planning and strategy. See, e.g., Marriott International, Inc. (Mar. 17, 2010) (permitting
exclusion of a proposal requiring the company to install showerheads with reduced water flow
even though the proposal raised concerns with global warming); JPMorgan Chase & Co. (Mar.
12, 2010) (permitting exclusion of a proposal seeking to bar financing for companies engaged in
mountain top removal coal mining because it addressed “matters beyond the environmental
impact of JPMorgan Chase’s project finance decisions, such as JPMorgan Chase’s decisions to
extend credit or provide other financial services to particular types of customers™); Sprint Nextel
Corporation (Feb. 17, 2009) (permitting exclusion of a proposal seeking a report examining the
effects of the company’s Internet management practices on the public’s expectations of privacy
and freedom of expression on the Internet despite the proponent’s -assertion that the proposal
raised significant social policy concerns because it related to the company’s ordinary business
operations, specifically procedures for protecting user information); Verizon Communications
Inc. (Feb. 13, 2009) (same); AT&T Inc. (Jan. 26, 2009) (same); General Electric Co. (Feb. 3,
2005) (permitting exclusion of a proposal relating to the elimination of jobs within the company
or the relocation of U.S.-based jobs by the company to. foreign countries because it related to
“management of the workforce” despite the proponent’s objection that the proposal focused on
the significant social policy issue of outsourcing jobs).

Even if the Staff were to decide that the topic of a “human right to water” has evolved into a
significant social policy issue, the central considerations of the ordinary business exclusion
nonetheless warrant exclusion of the Proposal. Aqua America operates a highly complex
network of water and wastewater services and systems. This network consists of more than 20
surface water treatment plants, 3,000 wells, 200 wastewater treatment facilities as well as dams,
reservoirs, storage tanks, all connected by almost 10,000 miles of pipeline to and from Aqua
America’s customers. As previously discussed, each aspect of this network is subject to federal,
state and local laws and regulations. The Proposal would substantially interfere with the
operation of this network and could have a wide-ranging and significant impact on- Aqua
America’s water and wastewater business and operations. Shareholders are not in a position to
make an informed judgment about the impact that implementation of the Proposal would have on
Aqua America’s ability to operate its business and to fulfill its commitments to its customers and
other stakeholders.
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The Proposal is distinguishable from similar past proposals submitted by the Proponent that the
Staff has viewed not to be excludable because the companies receiving those proposals were not
public water utility companies like Aqua America. Unlike in Intel Corporation (Mar, 13, 2009)
(a semiconducter manufacturer and digital technology company), American International Group,
Inc. (Mar. 14, 2008) (an insurance company), and PepsiCo, Inc. (Feb. 28, 2008) (a consumer
foods and beverages company), Aqua America is a public water utility company whose business
is collecting, treating and delivering water and providing wastewater services to its customers.
Even if the Staff were to conclude that the topic of a “human right to water” is a significant
social policy issue, Aqua America believes that, due to the degree to which it intrudes on -
fundamental aspects of Aqua America’s business as discussed above, the Proposal nonetheless is
excludable under Rule 14a-8(i)(7). v

IL The Proposal May Be Excluded Under Rule 14a-8(i)(10) Because The Company Has
Already Substantially Implemented The Proposal.

A Precedent Regarding Exclusion Under Rule 14a-(8)(i)(10)

Rule 14a-8(1)(10) permits a company to exclude a shareholder proposal from its proxy materials -
if the company has already substantially implemented the proposal. The Commission stated in
1976 that the predecessor to Rule 14a-8(i)(10) was “designed to avoid the possibility of
stockholders having to consider matters which already have been favorably acted upon by the
management.” Exchange Act Release No. 12598 (July 7, 1976).

~ Originally, the Staff narrowly interpreted this predecessor rule and granted no-action relief only
when proposals were ““fully’ effected” by the company. See Exchange Act Release No. 19135
(Oct. 14, 1982). By 1983, the Commission recognized that the “previous formalistic application
of [the Rule] defeated its purpose” because proponents were successfully convincing the Staff to-
deny no-action relief by submitting proposals that differed from existing company policy by only
a few words. Exchange Act Release No. 20091, at’ §11.E.6. (Aug. 16, 1983) (the “1983
Release”). Therefore, in 1983, the Commission adopted a revision to the rule to permit the
omission of proposals that had been “substantially implemented.” 1983 Release. The 1998
amendments to the proxy rules reaffirmed this position. See 1998 Release at n.30 and
accompanying text.

Applying this standard, the Staff has noted that “a determination that the company has
substantially implemented the proposal depends upon whether [the company’s] particular
policies, practices and procedures compare favorably with the guidelines of the proposal.” .
Texaco, Inc. (Mar. 28, 1991). In other words, substantial implementation under Rule I4a—8(>(10)
requires a company’s actions to have satisfactorily addressed both the proposal’s underlying
concerns and its essential objective. See, e.g., Exelon Corp. (Feb. 26, 2010); Anheuser-Busch
Cos., Inc. (Jan. 17, 2007); ConAgra Foods, Inc. (July 3, 2006); Johnson & Johnson (Feb. 17,
2006); Talbots Inc. (Apr. 5, 2002). Thus, when a company can demonstrate that it has already
taken actions to address each element of a shareholder proposal, the Staff has concurred that the
proposal has been “substantially implemented.” See, e.g., Exxon Mobil Corp. (Mar. 23, 2009).
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A company need not implement a proposal in exactly the manner set forth by the proponent. See
1998 Release at n.30 and accompanying text; see also Hewlett-Packard Co. (Dec. 11, 2007)
(proposal requesting that the board permit stockholders to call special meetings was substantlally
implemented by a proposed bylaw amendment to permit stockholders to call a special meeting
unless the board determined that the special business to be addressed had been addressed
recently or would soon be addressed at an-annual meeting); Johnson & Johnson (Feb. 17, 2006)
(proposal that requested the company to confirm the legitimacy of all current and future U.S.
employees was substantially implemented because the company had verified the legitimacy of
91% of its domestic workforce). '

B. The Company'’s Exzstzng Policies and Practices Already Substanttally Implement _
The Proposal.

The Proposal requests that the Company’s board of directors create a comprehensive policy
articulating the Company’s respect for and commitment to the human right to water. Prior to "
receiving the Proposal, the Company had already formally articulated the policy requested by the
Proposal through its publicly available Mission Statement, Fact Sheet and Sustainability Report, -
all of which are available on the Company’s website.

1. Mission Statement and Fact Sheet.

The Company’s Mission Statement (attached hereto as Exhibit B and available at
https://www.aquaamerica.com/Pages/Mission.aspx), which has been approved by the Company’s
board of directors, holds, in part, that Aqua America is dedicated to “[p]roviding quality water
and wastewater service, in a manner consistent with applicable standards for public health and
environmental quality standards” and “[c]ontinuing its capital investment in system
improvements including the rehabilitation and replacement of key infrastructure and facilities.”
The Mission Statement also states that: “Aqua is equally responsible to its shareholders,
customers, employees and communities, as each represent our potential and our success. We
earn public trust through our integrity, tenacity and the d111gence with which we consistently
deliver services that are basic to the quality of life we enjoy in the United States — potable water
and the disposal of wastewater

Moreover, in the Company’s Fact Sheet (attached hereto as' Exhibit C and available at
http://ir.aquaamerica.com/ (follow “Fact Sheet” hyperlink)), the Company states: “The core
business of our regulated subsidiaries is to treat this essential natural resource to a quality to meet
required drinking water standards to sustain a healthy life and, after it is consumed, re-treat and
deliver it to nature at a quality that can sustain a healthy environment.”

These statements clearly show the Company’s respect for and commitment to a human right to
water and address the Proposal’s underlying concerns and its essential objective.
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2. Sustainability Report;

The Company also provides a comprehensive statement of its policies for providing quality
water and wastewater service to the public in a sustainable manner through its Sustainability
Report, which was prepared with the approval of the Company’s board of directors. A copy of
. the 2011 Sustainability Report is attached hereto as Exhibit D and available at
http://ir.aquaamerica.com (follow “Sustainability Report” hyperlink). In the Sustainability
Report, the Company’s Chairman and Chief Executive Officer states: '

Water is the substance of all life and the ultimate sustainable resource. It is the
most recycled natural resource on the planet. At Aqua America, Inc., water is our
business, and we are committed to its collection, treatment and delivery in ways
that are both sustainable and beneficial for today’s society.

At Aqua, we agree that sustamablhty involves conducting business in ways that
can be maintained for generations, while being mindful of the impacts on soclety
and the environment over future generations. However, sustainability requires
more than making efforts to reduce a carbon footprint and reducing greenhouse
gas emissions. It also requires investing in needed infrastructure improvements,
being stewards of natural resources and building a corporate culture and
organization that will outlive current management.

Investment in the country’s water inﬁastructure is critical to any assessment of an organization’s
respect for and commitment to the human right to water. As stated in the Company’s
Sustainability Report:

In 2009, the American Society of Civil Engineers issued a report card on
America’s infrastructure giving a grade of D+ to the nation’s drinking water and
wastewater systems. A 2008 ‘Environmental Protection Agency (EPA) needs
survey has stated that replacing the nation’s infrastructure is the third largest
category of expenditure (behind defense spending and Social Security) that the
country faces. The EPA estimates that over the next 20 years more than $335

_ billion will need to be invested in infrastructure to continue delivering safe.
drinking water.

With much of the nation’s distribution pipes nearing the end of their usable life,
many of the 55,000 community water systems in the U.S. will have difficuity
raising the necessary capital to invest in these projects. Aqua America is a leader
among U.S. water suppliers in infrastructure replacement and rehabilitation
investments and is proud to have built, rebuilt and rehabilitated much of the
environmental infrastructure that continues to sustain the regions it has served
throughout its 125-year history. Collectively, Aqua America’s utility subsidiaries
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have invested nearly $1.4 billion in water and wastewater infrastructure between
2006 and 2010. :

A typical water utility rehabilitates or replaces less than half of one percent of its
distribution system each year. Aqua America is a leader in infrastructure renewal.
For example, in some older systems Aqua Pennsylvania Southeast is replacing
more than 2 percent of the: distribution system annually. Replacing aged water
mains reduces damage from breaks, inconveniences to customers, water loss from
leaks and costs of emergency repairs, water productxon at plants and water
transportation in the distribution system.

In its Sustainability Report, the Company sets forth detailed information on its policies and
initiatives illustrating that the Company has already substantially implemented policies regarding
its commitment to a human right to water and. the uriderlying elements of such a right. For
example, the Sustainability Report highlights the following aspects of the Company’s
commitment to a human right to water:

over $300 million annual infrastructure replacement and rehabilitation .program to
continually upgrade its water treatment, storage and distribution systems;

programs to reduce unaccounted for water and detect and repair leaks in its distribution

system;

remote meter reading system to make water usage easier to track, thereby increasing
customers’ opportunities to find leaks in their home;

programs to assist low income customers who are struggling to pay their water bill;

participation in a U.S. Environmental Protection Agency-sponsored program that brings
together local water utilities, governments, product manufacturers, retailers and
stakeholders who: share a common interest to decrease water use and practice
conservation;

leadership in renovating older, less efficient water facilities with state-of-the-art
technology; .

wastewater recycling and reuse activities;

sustainable and environmentally-friendly means for dlsposmg of residual wastes from its
treatment facilities;

watershed protection activities;

various awards for its environmental stewardship;
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_ » recognition from Water for People for the Company’s support for the development of
more efficient water systems in developing countries;

e efforts to reduce greenhouse gas emissions in its operations; and

e use of alternative energy sources, including solar energy installation to help power its -
treatment plants.

When a company has already acted favorably on an issue addressed in a shareholder proposal

Rule 14a-8(i)(10) provides that the company is not required to ask its shareholders to vote on that
same issue. In this regard, the Staff has on numerous occasions concurred with the exclusion of a
“proposal where the company has already addressed each element requested in the proposal. See
General Electric Co. (Jan. 23, 2010) (permitting the exclusion of a proposal requesting the board
explore with certain executive officers the renunciation of stock option grants where the board
had conducted discussions with the executive officers on that topic); Condgra Foods, Inc.
(July 3, 2006) (permitting the exclusion of a proposal requesting that the board of directors issue
a sustainability report to stockholders where the company already published a sustainability
report on its website); Raytheon Co. (Jan 25, 2006) (permitting the exclusion of a proposal
requesting that the board of directors issue a sustainability report to stockholders where the
company already published a stewardshrp report on its website which included substantially all
of the areas suggested by the proposal); Alcoa Inc. (Feb. 3, 2009) (permitting the exclusion of a
proposal requesting a report on global warming where the company had already prepared an
environmental sustainability report); Caterpillar Inc. (Mar. 11, 2008) (same); Wal- Mart Stores,

Inc. (Mar. 10, 2008) (same); PG&E Corp. (Mar. 6, 2008) (same).

The Staff has previously concurred with the exclusion of a proposal requesting the board of a
company to create a policy articulating that company’s respect for and commitment to the human
right to water where the company already had a water policy in place. See Proctor & Gamble
Co. (Aug. 4, 2010). Similarly, the Company believes its Mission Statement, Fact Sheet,
Sustainability Report and other policies-and public statements regarding water on its website
already address the underlying concerns and accomplish the essential objective of the Proposal.

An analysis of each of the elements of a human right to water as defined by the Proposal
demonstrates that Aqua America has already substantially implemented the Proposal. The
Company’s policies, as outlined above, address water quality, availability, sufficiency and
physical accessibility by emphasizing the Company s commitment to replacing and rehabilitating
water infrastructure, by implementing programs to reduce water leakage, by practicing and
promoting recycling and reuse of water resources and by participating in federal programs to
decrease water use, practice conservation and save water. Regarding affordability of water,
although water rates are set through the regulatory process, the Company supports and has
implemented programs to assist low income customers who are struggling to pay their water bill.
These are only some -illustrative examples of how the Company’s existing policies already
achieve the essential objective of the Proposal. Moreover, the Company believes its existing
water policies are equal to, if not more comprehensive than, the water policies in past no-action
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letter yrmedent wha'c ﬁae Staff pen itted the exclusion of a very similar shareholder proposal

Sincerely,
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Roy H. Stahl : . .
Aqua America, Inc. . .
762 W. Lancaster Avenue B
Bryn Mawr, PA 19010 , .

" Dear Mr. Stahl: :

Although we recognize the innovative steps Aqua America has taken regarding water
conservation, we are concemned about the Company’s water usage in communities with *
diminishing access to clean, safe water for all. With the water crisis ever increasing, we
want to ensure that our Company has a comprehensive viewpoint with respect to water.

Therefore as the beneficial owner, as defined under Rule 13(d)-3 of the General Rules

and Regulations under the Securities Act of 1934, of more than $2,000 worth of shares of -
Aqua America common stock held for more than one year, the NorthStar Asset
Management Funded Pension Plan is submitting for inclusion in the next proxy

" statement, in accordance with Rule 14a-8 of the General Rules, the enclosed shareholder
proposal. The proposal requests that the Board of Directors adopt a policy on the human
right to water. .

As requnred by Ruile 14a-8, the NorthStar Asset Management, Inc Funded Pension Plan
has held these shares for more than one year and will continue to hold the requisite
number of shares through the date of the next stockholders’ annual meeting. Proof of
ownership will be provided upon request. I or my appomted represenmtlve will be present
at the annual meeting to introduce the proposal.. .
-A commitment from Aqua Ameri'ca fo create a human right to water policy will allow
this resolution to be withdrawn. We believe that this proposal is'in the best interest of our
Company ard its shareholders.

Sincerely,

Julie N. W,
President

dridge

Encl.: shareholder resolution -

“PO BOX 3018400 BOSTON MASSACHUSETTS 02130 TEL 617 522-2635 FAX 617 522-3165

.




Policy on the Human Right to Water

WHEREAS, Aqua America, Inc utilizes natural water resources for our company’s livelihood, and
water quality and quantity is vital for Aqua America’s success. Three million residents throughout
thirteen states from Maine to Texas rely on our Company’s water service for survival; ’

At the time of writing this resolution, the U.S.‘Drought Monitor reports that 31% of theUS.isina
" drought, while nearly 9% is in an “exceptignal” drought. 100% of Texas is currently in a drought,
88% of which is described by the U.S. Drought Monitor as “extreme” or “exceptional.” Further, 95%
of Georgia is in a drought, as well as 40% of North Carolina and 69% of Missouri, all states our
' Company serves. X .
Smenufic evn,dence‘ points to climate change as the reason behind droughts throughout the world:
The impact of climate change has been so extreme that the UN Development Program has defined
the current global water scarcity as “water apartheid” due to structural wealth and location
inequalities.in access to safe water. As.shareholders, we are concerned that climate change will put
significant pressure on our Company to provide safe, sufficient, acceptable, physically accessible
and affordable water for personal and domesticuse. - :

" On September 30, 2010, the UN Human nghts Council adopted a resolutlon afﬁrmmg that accessto .
water and sanitation are human rights. UN Special Rapporteur Catarina de Albuquerque explained -
‘that “the right to water and sanitation is contained in existing human rights treaties and is therefore

~ legally binding...The right to water and sanitation is a human right, equal to all other human rights,

" which implies that it is justiciable and enforceable.” The United States jomed the consensus in
voting for this resolutlon '

. Our company’s continued operatnon without strong human right and envnronmental policies face

~ setious risks to our reputation and share value if we are seen to be responsible for or complicit in

human rlghts violations, specifically the violation or erosion of the right to sufficient, safe,
acceptable, physically accessmle and affordable water;

Significant commercial advantages may accrue to our Company by creating a comprehensive

human right to water policy, including enthanced corporate reputation, improved community and

- -stakeholder relations; reduced nsk of adverse pubhmty, consumer boycotts, divestment campaigns,
and lawsuits; . o

RESOLVED, the shareholders ret;uest'the Board of Directors to create a comprehénsive'policy
articulating our company’ s respect forand commitment to the human right to water. ~

: SUPPORT]NG STATEMENT

Proponents believe the policy should elucxdate Aqua Amenca S commltment to ensunng ;
sustainable access to water resources, entitling everyone to sufficient, safe, acceptable, phys:cally
accessible and affordable water while operdting our business.



QUA -
’ Aqua America, Inc. Roy H. Stah!
' 762 W. Lancaster Avenue General Counsel
Bryn Mawr, PA 19010 -
: T: 610.645.1035
F:610.645.1061
rhstahl®aquaamerica.com -
www.aquaamerica.com

Deceniber 5,2011
Via Certified Mail and Facsimile

NorthStar Asset Management Funded Pension Plan
c/o NorthStar Asset Management, Inc.

P.O. Box 301840

Boston, MA 02130

Attn: Julie N.W. Goodridge, President

Fax: 617-522-3165

Dear Ms. Goodridge,

Reference is made to your letter, dated November 30, 2011, requesting that Aqua America, Inc. (the
“Company”) include a proposal requesting that the Company’s board of directors create a comprehensive
policy .articulating the Company’s respect for, and commitment to, the human right to water (the -
“Shareholder Proposal™) in its 2012 proxy statement in accordance with Rule 14a-8 of the General Rules
and Regulations of the Securities and Exchange Act of 1934 (“Rule 14a-8").

In your letter, you stated that the NorthStar Asset Management Funded Pension Plan (“NorthStar™) is “the
beneficial owner . . . of more than $2,000 worth of shares of Aqua America common stock held for more
than one year.” You further indicated that, upon the Company’s request, you would provide proof of

. ownership. Rule 14a-8 provides, in pertinent part, that “in order to be eligible to submit a proposal, you
must have continuously held at least $2,000 in market value, or 1%, of the company’s securities entitled

- to be voted on the proposal at the meeting for at least one year by the date you submitted the proposal.”
Rule 14a-8 further provides that “you must continue to hold those securities through the date of the
meeting.” A copy of Rule 14a-8 is attached hereto as Annex A for your reference.

Please provide a written statement from the record holder of your securities or similar supplemental

" documentation evidencing the amount of securities NorthStar owned as of November 30, 2011 and
verifying that, as of November 30, 2011, you continuously held such securities for at least one year.
Please provide such documentation within 14 calendar days of your receipt of this notice. Failure to
respond within the specified time period may allow the Company to exclude the Shareholder Proposal
pursuant to the provisions of Rule 14a-8. We look forward to receiving your response.

Sincerely,

Tz
Chief Administrative Officer, General Counsel
and Secretary of Aqua America, Inc." '
Encloéure

G:\lawgrp\CORPAF F\(68626446)_(2)_A£1ua America - Letter to Northstar Asset Management. DOC
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December 7, 2011

Roy H. Stahl ’

Secretary ' ' -
‘Aqua America, Inc. ‘
762 W. Lancaster Avenue
Bryn Mawr, PA 19010

Dear Mr. Stahl: ‘ : : S o

- Thank you for your letter in response to our shareholder proposal filed on
November 30, 2011. Enclosed, please find a letter from our brokerage,
MorganStanley SmithBarney (a DTC participant), verifying that the NorthStar
Funded Pension Plan has held the requisite amount of stock in Aqua America
for more than one year prior to filing the shareholder proposal. As
‘previously stated, we intend to continue to hold these shares through the
next shareholder' meeting. S .
Should Srou need any‘thing further, do not hesitate to contact me at
mschwartzer@northstarasset.com. Thankyou in advance for your attention

to this'matter.

Sincerely, B ' ' ,

. N 7&%&/J0ﬁu¢uéav

Mari C. Schwartzer o R
Coordinator of Shareholder Actmsm

. . L &
PO BOX 301840 BOSTON MASSACHUSETTS 02130 TEL 617 522-2635 FAX 617 522-3165




DEC-@2-2811 13:42 MORGAN STAMLEY SB . P.@3-04

35 Village Road, Suitc 601
PO Box 766

Middleton, MA 01949

vl 978 739 9600 -

fax 978739 9630

woll free 800 730 3326

MorganStanley
| SmithBarney

December 2, 2011

Roy H. Stahl

Secretary

Aqua America, Inc,

762 W. Lancaster Avenue
Bryn Mawr, PA 19010

Dear Mr. Stahl:

Morgan Stanley Smith Barney, a DTC participant, acts as the custoduan for the NorthStar
Asset Management, Inc. Funded Pension Plan. As of November 30, 2011, the NorthStar
Funded Pension Plan held 121 shares of Aqua America common stock valued at
$2,649.90. Morgan Staniey Smith Barney has continuously held these shares on behalf

- of the NorthStar Asset Management Funded Pension Plan since November 30, 2010
-and will continue to hokd the requisite number of shares through the date of the next

stockholders’ annual meetmg

- Sincerely,
Donna Colahan

- Vice President
Chartered Long Term Care Specialist
Chartered Retirement Plan Specialist
Financial Advisor

The Colahan//Calderara Group
Morgan Stanley Smith Barney LLC -

Morgan Stanlcy Smith Barney LLC. Member SIPC.
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Our Mission

Aqua is equally responsible to its shareholders, customers, employees and communities, as each represent our
potential and our success. We eam public trust through our mtegrrty tenacity ‘and the diligence with which we
consistently deliver services that are basic to the quality of life we enjoy in the United. States potable water and the
disposal of wastewater

Aqua is dedicated to:

+ Providing quality water and wastewater service, in a manner consistent with applicable standards for public
health and environmental quality standards. .

¢ Continuing its capital investment in system improvements including the rehablhtatvon and replacement of key
infrastructure and facilities.

*  Being the investment of choice among utility investors based on growth in eammgs, dividends and total
return to shareholders

s Treating employees fairty communicating openly and providing opportunities for development and growth to ‘
retain a well-trained workforce and the necessary management depth so that succession planning is an
integrated element of the culture.

¢  Ensuring courteous and responsive service to customers, regulators, and public officials.

Demonstretlng leadership through civic involvement in the communities weéerve acting as stewards of the
environment; and being proactive in the development of public policy issues crucial to the success of the water and
wastewater industries.
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Fact Sheet

Corporate OVERVIEW
Aqua America, Inc. is the publicly traded holding company for reguiated water and wastewater utilities serving approximately three million people in
Pennsylvania, New York, Ohio, North Carolina, lllinois, Texas, Florida, New Jersey, Indiana, Virginia, Maine, Missouri, and Georgia. In 2011, Agua America
celebrates the 125th anniversary of its operations and its 40th anniversary on the New York Stock Exchange. 2010 marked the 1 1™ straight year of net
income growth. The company has increased its dividend 20 times in the past 19 years. Aqua America is listed on the New York Stock Exchange under the
ticker symboi WTR.

Our Busingss

Water is undoubtedly our greatest natural resource. Water utilities are the only utility businesses charged with delivering a product that is ingested. The core
business of our requlated subsidiaries is to treat this essential natural resource to a quality to meet required drinking water standards 1o sustain a healthy life
and, after it is consumed, re-treat and deliver it to nature at a quality that can sustain a healthy environment.

Water InpusTrY OVERVIEW

More than 53,000 water systems exist in the U.S., making the water industry the nation's most fragmented utility industry. Less than one percent of these
systems serve more than 100,000 peaple. Less than 15 percent of water utilities are privately heid (based on number of people served). The balance is
municipally owned. More stringent drinking water requlations from the U.S. Environmental Protection Agency {EPA), reliability standards required by state
utility commissions, and the capital needed to meet such standards on the part of many system owners are among the factors that might drive consolidation.
The EPA has estimated that an investment of $335 billion for water systems and $390 billion for wastewater systems is needed for required improvements in
the next 20 years.

CorroRATE STRATEGY

Aqua America’s strategy is focused on the asset ownership mode! (as opposed to managing municipal systems) where Aqua invests needed capital in
company-owned systems, then files rate requests to recover a fair, requlated return, Aqua’s long-term business maodel has been growth-through-acquisition
to provide new platforms in which to invest capital necessary for environmental improvements.

In 2010, Aqua grew its customer base by 1 percent through organic growth and 23 acquisitions. Over the past 15 years, the company has completed over
250 growth ventures, which have tripled its customer base. The largest acquisitions include: Consumers Water Company {five states, 230,000 customers};
AguaSource (six states, 130,000 customers); Heater Utilities (North Carolina) and Florida Water in 2004 (65,000 customers), and New York Water Services in
2006 {45,000 customers). '

Fimanciay Fliguugurs s LOCATIONS

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS) SeRviNG 3 MILLIGN PEOPLE 1N 13 STATES
Years ended December 31, 2010 2009

Operating revenues $726,072 $670,539

Operating income $272,076 $237,459

Net income $123,975 $104,353

Net income per common share:

Basic  ..$0.91 $0.77

Diluted - $0.90 $0.77

Average common shares outstanding:

Basic 136,948 135,816

Diluted 137,256 136,129




MARKET INFORMATION Divipenp HicuucuTs

6/30/11 closing price: $21.98 Dividend yield: 2.8% ¢ Dedared cash dividend increase of 6.9 percent on August 3,
. . $0.62 annualized payable December 1, 2010.
Market capitalization: $3 billion Annualized dividend: $0.62

h dividend i in the |
52 week high: $23.79 Average daily volume {TTM): 0.68M * 20 cash dividend increases in the ast 19yearsv

52 week low: $17.18 e Paid dividends for 65 consecutive years

NET INCOME (in millions) ) _ Divipenps Per SHARE (annualized as of 12/31)
5-Year Compounded Annual Growth Rate: 6.3 percent 5-Year Compounded Annual Growth Rate: 7.6 percent
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