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PART II

Information Required in the Registration Statement

Item 3.   Incorporation of Documents by Reference

     Aqua America, Inc. (the “Registrant”) hereby incorporates by reference into this Registration Statement the following documents previously filed with the
Securities and Exchange Commission (the “Commission”):

 (a) The Registrant’s Annual Report on Form 10-K, filed with the Commission on March 15, 2004 for the fiscal year ended December 31, 2003;
   
 (b) The Registrant’s Quarterly Report on Form 10-Q, filed with the Commission on May 5, 2004; and
   
 

(c)
The Current Reports on Form 8-K, filed with the Commission on January 16, 2004, February 25, 2004 and May 12, 2004 and on Form 8-K/A filed
June 9, 2004.

     All reports and definitive proxy or information statements filed pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act after the date of this
Registration Statement and prior to the filing of a post-effective amendment which indicates that all securities offered hereby have been sold or which de-
registers all securities then remaining unsold shall be deemed to be incorporated by reference into this Registration Statement and to be a part hereof from the
date of filing of such documents. Unless expressly incorporated into this Registration Statement, a report furnished on Form 8-K under the Exchange Act
shall not be incorporated by reference into this Registration Statement. Any statement contained in a document incorporated or deemed to be incorporated by
reference herein shall be deemed to be modified or superseded for purposes of this Registration Statement to the extent that a statement contained herein or in
any subsequently filed document which also is deemed to be incorporated by reference herein modifies or supersedes such statement. Any such statement so
modified or superseded shall not be deemed, except as so modified or superseded, to constitute a part of this Registration Statement.

Item 4.   Description of Securities

     Not applicable.

Item 5.   Interests of Named Experts and Counsel

     Not applicable.

Item 6.   Indemnification of Directors and Officers

     Sections 1741 and 1742 of the Pennsylvania Business Corporation Law of 1988, as amended (the “PBCL”), provide that, unless otherwise restricted in its
bylaws, a business corporation may indemnify directors and officers against liabilities they may incur as such provided that the particular person acted in
good faith and in a manner he or she reasonably believed to be in, or not opposed to, the best interests of the corporation, and, with respect to any criminal
proceeding, had no reasonable cause to believe his or her conduct was unlawful. In general, the power to indemnify under these sections does not exist in the
case of actions against a director or officer by or in the right of the corporation if the person otherwise entitled to indemnification shall have been adjudged to
be liable to the corporation unless it is judicially determined that, despite the adjudication of liability but in view of all the circumstances of the case, the
person is fairly and reasonably entitled to indemnification for specified expenses. Section 1743 of the PBCL requires a business corporation to indemnify
directors and officers against expenses they may incur in defending actions against them in such capacities if they are successful on the merits or otherwise in
the defense of such actions.

     Section 1713 of the PBCL permits the shareholders to adopt a bylaw provision relieving a director (but not an officer) of personal liability for monetary
damages except where (i) the director has breached the applicable standard of care, and (ii) such conduct constitutes self-dealing, willful misconduct or
recklessness. This Section also provides that a director may not be relieved of liability for the payment of taxes pursuant to any federal, state or local law or of
liability or responsibility under a criminal statute. Section 4.01 of the Registrant’s bylaws limits the liability of any director of the Registrant to the fullest
extent permitted by Section 1713 of the PBCL.
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     Section 1746 of the PBCL grants a corporation broad authority to indemnify its directors, officers and other agents for liabilities and expenses incurred in
such capacity, except in circumstances where the act or failure to act giving rise to the claim for indemnification is determined by a court to have constituted
willful misconduct or recklessness. Article VII of the Registrant’s byanlaws provides indemnification of directors, officers and other agents of the Registrant
broader than the indemnification permitted by Section 1741 of the PBCL and pursuant to the authority of Section 1746 of the PBCL.

     Article VII of the bylaws provides, except as expressly prohibited by law, an unconditional right to indemnification for expenses and any liability paid or
incurred by any director or officer of the Registrant, or any other person designated by the board of directors as an indemnified representative, in connection
with any actual or threatened claim, action, suit or proceeding (including derivative suits) in which he or she may be involved by reason of being or having
been a director, officer, employee or agent of the Registrant or, at the request of the Registrant, of another corporation, partnership, joint venture, trust,
employee benefit plan or other entity. The bylaws specifically authorize indemnification against both judgments and amounts paid in settlement of
derivative suits, unlike Section 1742 of the PBCL which authorizes indemnification only of expenses incurred in defending and in settlement of a derivative
action. In addition, Article VII of the bylaws also allows indemnification for punitive damages and liabilities incurred under the federal securities laws.

     Unlike the provisions of PBCL Sections 1741 and 1742, Article VII does not require the Registrant to determine the availability of indemnification by the
procedures or the standard of conduct specified in Sections 1741 or 1742 of the PBCL. A person who has incurred an indemnifiable expense or liability has a
right to be indemnified independent of any procedures or determinations that would otherwise be required, and that right is enforceable against the
Registrant as long as indemnification is not prohibited by law. To the extent indemnification is permitted only for a portion of a liability, the bylaw
provisions require the Registrant to indemnify such portion. If the indemnification provided for in Article VII is unavailable for any reason in respect of any
liability or portion thereof, the bylaws require the Registrant to make a contribution toward the liability. Indemnification rights under the bylaws do not
depend upon the approval of any future board of directors.

     Section 7.04 of the Registrant’s bylaws also authorizes the Registrant to further effect or secure its indemnification obligations by entering into
indemnification agreements, maintaining insurance, creating a trust fund, granting a security interest in its assets or property, establishing a letter of credit, or



using any other means that may be available from time to time. Section 1747 of the PBCL also enables a business corporation to purchase and maintain
insurance on behalf of a person who is or was serving as a representative of the corporation or is or was serving at the request of the corporation as a
representative of another entity against any liability asserted against that representative in his capacity as such, whether or not the corporation would have
the power to indemnify him against that liability under the PBCL.

     The Registrant maintains, on behalf of its directors and officers, insurance protection against certain liabilities arising out of the discharge of their duties,
as well as insurance covering the Registrant for indemnification payments made to its directors and officers for certain liabilities. The premiums for such
insurance are paid by the Registrant.

Item 7.   Exemption from Registration Claimed

     Not applicable.

Item 8.   Exhibits

Exhibit Number   Exhibit  
     

5   Opinion and consent of Morgan, Lewis & Bockius LLP.  
23.1   Consent of PricewaterhouseCoopers LLP, Independent Auditors.  
23.2   Consent of Morgan, Lewis & Bockius LLP is contained in Exhibit 5.  
24   Power of Attorney. Reference is made to page II-4 of this Registration Statement.  

99.1   Aqua America, Inc. 2004 Equity Compensation Plan  
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Item 9.   Undertakings

     A. The undersigned Registrant hereby undertakes: (1) to file, during any period in which offers or sales are being made, a post-effective amendment to this
Registration Statement: (i) to include any prospectus required by Section 10(a)(3) of the Securities Act of 1933, (ii) to reflect in the prospectus any facts or
events arising after the effective date of this Registration Statement (or the most recent post-effective amendment thereof) which, individually or in the
aggregate, represent a fundamental change in the information set forth in this Registration Statement and (iii) to include any material information with
respect to the plan of distribution not previously disclosed in this Registration Statement or any material change to such information in this Registration
Statement; provided, however, that clauses (1)(i) and (1)(ii) shall not apply if the information required to be included in a post-effective amendment by those
clauses is contained in periodic reports filed with or furnished to the Commission by the Registrant pursuant to Section 13 or Section 15(d) of the Exchange
Act of 1934 that are incorporated by reference into this Registration Statement; (2) that for the purpose of determining any liability under the Securities Act
of 1933 each such post-effective amendment shall be deemed to be a new registration statement relating to the securities offered therein and the offering of
such securities at that time shall be deemed to be the initial bona fide offering thereof; and (3) to remove from registration by means of a post-effective
amendment any of the securities being registered which remain unsold at the termination of the Registrant’s 2004 Equity Compensation Plan.

     B. The undersigned Registrant hereby undertakes that, for purposes of determining any liability under the Securities Act of 1933, each filing of the
Registrant’s annual report pursuant to Section 13(a) or Section 15(d) of the Exchange Act that is incorporated by reference into this Registration Statement
shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to
be the initial bona fide offering thereof.

     C. Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers or controlling persons of the
Registrant pursuant to the indemnification provisions summarized in Item 6 or otherwise, the Registrant has been advised that, in the opinion of the
Commission, such indemnification is against public policy as expressed in the Securities Act of 1933 and is, therefore, unenforceable. In the event that a
claim for indemnification against such liabilities (other than the payment by the Registrant of expenses incurred or paid by a director, officer, or controlling
person of the Registrant in the successful defense of any action, suit or proceeding) is asserted by such director, officer or controlling person in connection
with the securities being registered, the Registrant will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a
court of appropriate jurisdiction the question whether such indemnification by it is against public policy as expressed in the Securities Act of 1933 and will
be governed by the final adjudication of such issue.
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SIGNATURES

     Pursuant to the requirements of the Securities Act of 1933, as amended, the Registrant certifies that it has reasonable grounds to believe that it meets all of
the requirements for filing on Form S-8, and has duly caused this Registration Statement to be signed on its behalf by the undersigned, thereunto duly
authorized, in the City of Bryn Mawr, State of Pennsylvania, on June 23, 2004.

  Aqua America, Inc.
   
   
  By: NICHOLAS DEBENEDICTIS
  Nicholas DeBenedictis
  Chairman and Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS:

     That the undersigned officers and directors of Aqua America, Inc., a Pennsylvania corporation, do hereby constitute and appoint Roy H. Stahl, Executive
Vice President, and David P. Smeltzer, Chief Financial Officer, and each of them, the lawful attorneys-in-fact and agents with full power and authority to do
any and all acts and things and to execute any and all instruments which said attorneys and agents, and any one of them, determine may be necessary or
advisable or required to enable said corporation to comply with the Securities Act of 1933, as amended, and any rules or regulations or requirements of the
Securities and Exchange Commission in connection with this Registration Statement. Without limiting the generality of the foregoing power and authority,
the powers granted include the power and authority to sign the names of the undersigned officers and directors in the capacities indicated below to this
Registration Statement, to any and all amendments, both pre-effective and post-effective, and supplements to this Registration Statement, and to any and all
instruments or documents filed as part of or in conjunction with this Registration Statement or amendments or supplements thereof, and each of the
undersigned hereby ratifies and confirms all that said attorneys and agents, or any one of them, shall do or cause to be done by virtue hereof. This Power of
Attorney may be signed in several counterparts.
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     IN WITNESS WHEREOF, each of the undersigned has executed this Power of Attorney as of the date indicated.

     Pursuant to the requirements of the Securities Act of 1933, as amended, this Registration Statement has been signed below by the following persons in the
capacities and on the dates indicated.

Signature  Title  Date

  
NICHOLAS DEBENEDICTIS     
Nicholas DeBenedictis

 Director, Chairman and Chief Executive
(Principal Executive Officer)

 June 22, 2004

    
DAVID P. SMELTZER     
David P. Smeltzer

 Senior Vice President – Finance and Chief Financial Officer
(Principal Financial and Accounting Officer)

 June 22, 2004

    
ROBERT RUBIN     
Robert Rubin

 Principal Accounting Officer  June 22, 2004

    
MARY C. CARROLL     
Mary C. Carroll

 Director  June 22, 2004

    
G. FRED DIBONA, JR.     
G. Fred DiBona, Jr.

 Director  June 22, 2004

    
RICHARD H. GLANTON, ESQ.     
Richard H. Glanton, Esq.

 Director  June 22, 2004

    
WILLIAM P. HANKOWSKY     
William P. Hankowsky

 Director  June 22, 2004

    
JOHN F. MCCAUGHAN     
John F. McCaughan

 Director  June 22, 2004

    
JOHN E. MENARIO     
John E. Menario

 Director  June 22, 2004

    
RICHARD L. SMOOT     
Richard L. Smoot

 Director  June 22, 2004

II-5



SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C.

EXHIBITS

TO

FORM S-8

UNDER

SECURITIES ACT OF 1933

AQUA AMERICA INC.

 



EXHIBIT INDEX

Exhibit Number   Exhibit  
     

5   Opinion and consent of Morgan, Lewis & Bockius LLP.  
23.1   Consent of PricewaterhouseCoopers LLP, Independent Auditors.  
23.2   Consent of Morgan, Lewis & Bockius LLP is contained in Exhibit 5.  
24   Power of Attorney. Reference is made to page II-4 of this Registration Statement.  

99.1   Aqua America, Inc. 2004 Equity Compensation Plan.  



                                    EXHIBIT 5

               OPINION AND CONSENT OF MORGAN, LEWIS & BOCKIUS LLP

June 22, 2004

Aqua America, Inc.
762 W. Lancaster Avenue
Bryn Mawr, PA 19010-3489

Re: Aqua America, Inc. - Registration Statement on Form S-8, filed June 23, 2004

Ladies and Gentlemen:

We have acted as counsel to Aqua America, Inc., a Pennsylvania corporation (the
"Company"), in connection with the filing of the referenced Registration
Statement (the "Registration Statement") under the Securities Act of 1933, as
amended (the "Act"), with the Securities and Exchange Commission (the "SEC").
The Registration Statement relates to 3,675,000 shares of common stock, par
value $0.50 per share ("Common Stock"), of the Company issuable under the
Company's 2004 Equity Compensation Plan (the "Shares").

In connection with this opinion letter, we have examined the Registration
Statement and originals, or copies certified or otherwise identified to our
satisfaction, of the Certificate of Incorporation and Bylaws of the Company and
such other documents, records and other instruments as we have deemed
appropriate for purposes of the opinion set forth herein.

We have assumed the genuineness of all signatures, the legal capacity of all
natural persons, the authenticity of the documents submitted to us as originals,
the conformity with the originals of all documents submitted to us as certified,
facsimile or photostatic copies and the authenticity of the originals of all
documents submitted to us as copies.

Based upon the foregoing, we are of the opinion that the Shares have been duly
authorized by the Company and, when issued and sold by the Company and delivered
by the Company against receipt of the purchase price therefor, in the manner
contemplated by the Company's 2004 Equity Compensation Plan, will be validly
issued, fully paid and non-assessable.

The opinions expressed herein are limited to the Pennsylvania Business
Corporation Law.

We hereby consent to the use of this opinion as Exhibit 5 of the Registration
Statement. In giving such consent, we do not hereby admit that we are acting
within the category of persons whose consent is required under Section 7 of the
Act or the rules or regulations of the SEC thereunder.

Very truly yours,

MORGAN LEWIS & BOCKIUS LLP



                                  EXHIBIT 23.1

            CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in this Registration
Statement on Form S-8 of our report dated January 28, 2004 relating to the
financial statements, which appears in the 2003 Annual Report to Shareholders of
Aqua America, Inc., which is incorporated by reference in the Aqua America, Inc.
Annual Report on Form 10-K for the year ended December 31, 2003.

/s/ PricewaterhouseCoopers LLP

Philadelphia, PA
June 23, 2004



                                  EXHIBIT 99.1

                                AQUA AMERICA, INC
                          2004 EQUITY COMPENSATION PLAN

1.       PURPOSE

         The purpose of this plan (the "Plan") is to provide an incentive, in
the form of a proprietary interest in Aqua America, Inc. (the "Corporation"), to
officers, other key employees and Non-employee Directors, as defined below, of
the Corporation and its subsidiaries and key consultants who are in a position
to contribute materially to the successful operation of the business of the
Corporation, to increase their interest in the Corporation's welfare, and to
provide a means through which the Corporation can attract and retain officers,
other key employees and Non-employee Directors and key consultants of
significant abilities. The Plan is a successor plan to the Corporation's
existing Amended and Restated 1994 Equity Compensation Plan (the "1994 Plan.")

2.       ADMINISTRATION

         This Plan shall be administered by a Committee (the "Committee") of the
Board of Directors of the Corporation. The Committee shall consist of three or
more of those members of the Board of Directors, each of whom may be an "outside
director" as defined under section 162(m) of the Internal Revenue Code of 1986,
as amended (the "Code"), and related Treasury regulations and each of whom shall
also be a "non-employee director" as defined under Rule 16b-3 under the
Securities Exchange Act of 1934, as amended (the "Exchange Act"). However, the
Board of Directors may ratify or approve any grants made by the Committee if the
Committee deems it appropriate in a particular circumstance.

         From time to time the Committee may make grants, subject to the terms
of the Plan, with respect to such number of shares of Common Stock of the
Corporation as the Committee, acting in its sole discretion, may determine. All
references to the Committee hereunder shall also mean the Board of Directors to
the extent that the Board of Directors is acting pursuant to its authority to
ratify or approve grants under the Plan. Non-employee Directors, as defined
below, may only receive stock grants pursuant to the provisions of Section 7(f).

         Subject to the provisions of the Plan, the Committee shall be
authorized to interpret the Plan and the grants made under the Plan, to
establish, amend and rescind any rules and regulations relating to the Plan, to
determine the terms and provisions of the agreement related to grants described
in Section 9 hereof, and to make all other determinations, including factual
determinations, necessary or advisable for the administration of the Plan. The
Committee may correct any defect, supply any omission and reconcile any
inconsistency in the Plan or in any option or grant in the manner and to the
extent it shall be deemed desirable to carry it into effect. The determinations
of the Committee in the administration of the Plan, as described herein, shall
be final and conclusive. The Committee may adopt such rules and regulations as
it deems necessary for governing its affairs. All powers of the Committee shall
be executed in its sole discretion, in the best interest of the Corporation, not
as a fiduciary, and in keeping with the objectives of the Plan and need not be
uniform as to similarly situated individuals. An Agreement, as defined below,
shall be executed by each grantee and shall constitute that grantee's
acknowledgement and acceptance of the terms of the Plan and the Committee's
authority and discretion.

3.       GRANTS

         Pursuant to the terms of the Plan, the Committee shall have the
authority to grant stock options to officers and other key employees and key
consultants and restricted stock and dividend equivalents to officers and other
key employees; provided, however, that Non-employee Directors, as defined below,
may receive stock grants in accordance with Section 7(f) (hereinafter
collectively referred to as the "Grants"). All Grants shall be subject to the
terms and conditions set forth herein and to those other terms and conditions
consistent with this Plan as the Committee deems appropriate and as are
specified in writing by the Committee in the agreement described in Section 9 of
the Plan (the "Agreement"). Grants under a particular Section of the Plan need
not be uniform as among the grantees and Grants under two or more Sections of
the Plan may be combined in one instrument.



4.       SHARES SUBJECT TO THE PLAN

         Subject to adjustment as provided in Section 15, the maximum aggregate
number of shares of the Common Stock of the Corporation that may be issued or
transferred under the Plan shall be 3,675,000 shares; provided, however, that no
more than 50% of these shares shall be available for issuance as restricted
stock. The maximum number of shares of Common Stock that may be subject to
Grants made under the Plan to any individual during any calendar year shall be
150,000 shares. Shares deliverable under the Plan may be authorized and unissued
shares or treasury shares, as the Committee may from time to time determine.
Shares of Common Stock related to the unexercised or undistributed portion of
any terminated, expired or forfeited Grant also may be made available for
distribution in connection with future Grants under the Plan. Additionally, if
and to the extent options granted under the 1994 Plan terminate or expire
without being exercised, or if any shares of restricted stock are forfeited, or
shares of Common Stock otherwise issuable under the 1994 Plan are withheld by
the Corporation in satisfaction of withholding taxes incurred in connection with
the exercise of a stock option or vesting of a restricted stock award, the
shares subject to such awards may be made available for distribution in
connection with future Grants under the Plan.

5.       ELIGIBILITY

         Only officers, key employees, members of the Board of Directors who are
not employed in any capacity by the Corporation (hereinafter referred to as
"Non-employee Directors") and key consultants of the Corporation and its
subsidiaries shall be eligible for Grants under the Plan; provided, however,
that Grants to Non-employee Directors shall be made only in accordance with
Section 7(f). The term "subsidiaries" shall mean any corporation in an unbroken
chain of corporations beginning with the Corporation, if at the time of the
Grant, each of the corporations other than the last corporation in the unbroken
chain owns stock possessing 50% or more of the total combined voting power of
all classes of stock in one of the other corporations in such chain.

6.       GRANTING OF OPTIONS

         The Committee may, from time to time, grant stock options to eligible
officers and other key employees and shall designate options at the time of
grant as either "incentive stock options" intended to qualify as such under
section 422 of the Internal Revenue Code of 1986, as from time to time amended
or any successor statute of similar purpose (the "Code"), or "nonqualified stock
options", which options are not intended to so qualify. The Committee may, from
time to time, grant nonqualified stock options to key consultants. Except as
hereinafter provided, options granted pursuant to the Plan shall be subject to
the following terms and conditions:

         (a) Price. The purchase price per share of stock deliverable upon the
issuance of shares pursuant to the exercise of each option shall be not less
than 100% of the fair market value of the Corporation's Common Stock on the date
the option is granted. The fair market value shall be the mean of the high and
low sale prices of the Corporation's Common Stock on the New York Stock Exchange
- Composite Transactions or other recognized market source, as determined by the
Committee, on the date the option is granted, or if there is no sale on such
date, then the mean of such high and low sale prices on the last previous day on
which a sale is reported. In any event, in case of the grant of an incentive
stock option, the fair market value shall be determined in a manner consistent
with section 422 of the Code.

         Shares may be purchased only by delivering a notice of exercise to the
Committee with payment of the purchase price therefore to be paid in full prior
to the issuance of the shares. Such notice may instruct the Corporation to
deliver shares of Common Stock due upon the exercise of the option to any
registered broker or dealer in lieu of delivery to the grantee. Such
instructions must designate the account into which the shares are to be
deposited. The grantee may tender this notice of exercise, which has been
properly executed by the grantee, and the aforementioned delivery instructions
to any broker or dealer. With the consent of the Committee, payment of the
purchase price may be made, in whole or in part, through the surrender of shares
of the Common Stock of the Corporation (including without limitation shares of
Common Stock acquired pursuant to the option then being exercised) at the fair
market value of such shares determined as of the last trading day prior to the
date on which the option is exercised, in the same manner set forth in the above
paragraph.



         (b) Terms of Options. The term during which each incentive stock option
may be exercised shall be determined by the Committee, but in no event shall an
incentive stock option be exercisable in whole or in part more than 10 years
from the date it is granted and in no event shall a nonqualified stock option be
exercisable in whole or in part more than 10 years and one day from the date it
is granted. All rights to purchase pursuant to an option shall, unless sooner
terminated, expire at the date designated by the Committee.

         The Committee shall determine the date on which each option shall
become exercisable and may provide that an option shall become exercisable in
installments. The shares comprising each installment may be purchased in whole
or in part at any time after such installment becomes exercisable. The Committee
may, in its sole discretion, accelerate the time at which any option may be
exercised in whole or in part. Notwithstanding any determinations by the
Committee regarding the exercise period of any option, all outstanding options
shall become immediately exercisable upon a Change of Control of the Corporation
(as defined herein).

         (c) Termination of Employment. Upon the termination of a grantee's
employment for any reason (except as a result of retirement, disability or
death), the options held by such grantee shall terminate. Notwithstanding the
fact that, in all cases, a grantee's employment shall be deemed to have
terminated upon the sale of a "subsidiary" of the Corporation (an entity in
which the Corporation has at least a 50% ownership of the entity's total voting
power) that employs such grantee, the Committee, in its sole discretion, may
extend the period during which any option held by such a grantee may be
exercised after such sale to the earliest of (i) a date which is not more than
three years from the date of the sale of the subsidiary, (ii) the date of the
grantee's termination of employment with the subsidiary (or successor employer)
following such sale for reasons other than retirement, disability or death,
(iii) the date which is one year from the date of the grantee's termination of
employment with the subsidiary on account of the grantee's total disability (as
defined in section 22(e)(3) of the Code), or three months from the date of such
termination if on account of death, retirement or a disability other than a
total disability, or (iv) the expiration of the original term of the option as
established at the time of grant. The Committee, in its sole discretion, may
similarly extend the period of exercise of any option held by a grantee employed
by the Corporation whose employment with the Corporation is terminated in
connection with the sale of a subsidiary of the Corporation. To the extent that
any option is not otherwise exercisable as of the date on which the grantee
ceases to be employed by the subsidiary or the Corporation, as applicable, such
unexercisable portion of the option shall terminate as of such date.

         Upon termination of a grantee's employment as a result of retirement,
disability or death, the period during which the options may be exercised shall
not exceed: (i) one year from the date of such termination of employment in the
case of death; (ii) two years from the date of such termination in the case of
permanent and total disability (within the meaning of section 22(e)(3) of the
Code) or retirement; and (iii) three months from the date of such termination of
employment in the case of other disability; provided, however, that in no event
shall the period extend beyond the expiration of the option term. To the extent
that any option is not otherwise exercisable as of the date on which the grantee
ceases to be employed by the Corporation or any subsidiary, as applicable, such
unexercisable portion of the option shall terminate as of such date.

         Subject to the foregoing, in the event of death, such options may be
exercised by a grantee's legal representative or beneficiary, but only to the
extent that an option has become exercisable as of the date of death.
Notwithstanding the foregoing, the Committee, in its sole discretion, may
determine that any portion of an option that has not become exercisable as of
the date of the grantee's death, termination of employment on account of
permanent and total disability (within the meaning of section 22(e)(3) of the
Code) or other termination of employment may also be exercised by a grantee, or
in the case of death, a grantee's legal representative or beneficiary. Transfer
from the Corporation to a subsidiary, from a subsidiary to the Corporation, or
from one subsidiary to another, shall not be deemed to be a termination of
employment. All references in this Section 6(c) to the termination of a
grantee's employment shall include the termination of a consultant's
relationship with the Corporation or any subsidiary.

         (d) Limits on Incentive Stock Options. Each Grant of an incentive stock



option shall provide that it (i) is not transferable by the grantee otherwise
than by will or the laws of descent and distribution and (ii) is exercisable,
during the grantee's lifetime, only by the grantee and that the aggregate fair
market value of the Common Stock on the date of the Grant with respect to which
incentive stock options are exercisable for the first time by a grantee during
any calendar year under the Plan and under any other stock option plan of the
Corporation shall not exceed the limitation set forth in section 422(d) of the
Code.

         An incentive stock option shall not be granted to any grantee who, at
the time of grant, owns stock possessing more than 10 percent of the total
combined voting power of all classes of stock of the Corporation or subsidiary
of the Corporation, unless the exercise price of the incentive stock option is
no less than 110% of the fair market value per share on the date of grant and
the term of the incentive stock option is not more than five years. Unless a
grantee could otherwise transfer Common Stock issued pursuant to an incentive
stock option granted hereunder without incurring liability under section 16(b)
of the Exchange Act, at least six months must elapse from the date of
acquisition of an incentive stock option to the date of disposition of the
Common Stock issued upon exercise of such option.

7.       RESTRICTED STOCK GRANTS

         The Committee may issue or transfer shares of Common Stock of the
Corporation to an eligible officer or other key employee. The following
provisions are applicable to restricted stock grants:

         (a) General Requirements. Shares of Common Stock of the Corporation
issued pursuant to restricted stock grants may be issued for consideration or
for no consideration. Subject to any other restrictions by the Committee as
provided pursuant to Section 7(e) and 7(g), restrictions on the transfer of
shares of Common Stock set forth in Section 7(c) shall lapse on such date or
dates as the Committee may approve until the restrictions have lapsed on 100% of
the shares; provided, however, that upon a Change of Control of the Corporation,
all restrictions on the transfer of the shares which have not, prior to such
date, been forfeited shall immediately lapse. The period of years during which
the restricted stock grant will remain subject to restrictions will be
designated in the Agreement (the "Restriction Period"). Prior to the lapse of
the Restriction Period the shares of Common Stock granted to any grantee shall
be held by the Corporation, subject to the provisions of Section 15 with respect
to voting and dividends.

         (b) Number of Shares. The Committee may grant to each grantee a number
of shares of Common Stock of the Corporation determined in its sole discretion.

         (c) Requirement of Employment. If the grantee's employment terminates
during the Restriction Period, the restricted stock grant terminates as to all
shares covered by the Grant as to which restrictions on transfer have not
lapsed, and those shares of Common Stock must be immediately returned to the
Corporation. The Committee may, however, provide for complete or partial
exceptions to this requirement as it deems equitable.

         (d) Restrictions on Transfer and Legend on Stock Certificate. During
the Restriction Period, a grantee may not sell, assign, transfer, pledge, or
otherwise dispose of the shares of Common Stock to which such Restriction Period
applies except to a Successor Grantee (as defined in Section 10 of the Plan).
Each certificate for a share issued or transferred under a restricted stock
grant shall contain a legend giving appropriate notice of the restrictions in
the Grant. The grantee shall be entitled to have the legend removed from the
stock certificate or certificates covering any of the shares subject to
restrictions when all restrictions on such shares have lapsed.

         (e) Lapse of Restrictions. All restrictions imposed under the
restricted stock grant shall lapse upon the expiration of the applicable
Restriction Period; provided, however, that upon the death of the grantee or a
Change of Control of the Corporation, all restrictions on the transfer of shares
which have not, prior to such date, been forfeited shall immediately lapse. In
addition, the Committee may determine as to any or all restricted stock grants,
that all the restrictions shall lapse, without regard to any Restriction Period,
under such circumstances as it deems equitable.

         (f) Stock grants to Non-employee Directors. As of the first day of the
month following the Corporation's annual meeting of shareholders, each



Non-employee Director shall receive a grant of 1,093 shares of Common Stock.
Such shares shall not be sold for 6 months following the date of grant. No other
restrictions shall apply to such shares. Notwithstanding any other provision of
the Plan, this Section 7(f) may not be amended more than once every 12 months,
except for amendments necessary to conform the Plan to changes of the provisions
of, or the regulations relating to, the Code.

         (g) (1) Restricted Stock Awards Subject to Performance Goals. From time
         to time the Committee may issues shares of Common Stock of the
         Corporation pursuant to restricted stock grants, which, in addition to
         the terms and restrictions of Sections 7(a)-(f) above, will be subject
         to certain pre-established performance goals. In setting the
         performance goals for grants designated as "qualified performance-based
         compensation" pursuant to this Section 7, the Committee may establish
         that the Restriction Period of such restricted stock grants will lapse
         only upon the achievement of certain pre-established corporate
         performance goals that shall be objectively determinable. The
         performance goals may be based on one or more of the following
         criteria: (1) total return to shareholders; (2) dividends; (3) earnings
         per share; (4) customer growth; (5) cost reduction goals; (6) the
         achievement of specified operational goals, including water quality and
         the reliability of water supply; (7) measures of customer satisfaction;
         (8) net income (before or after taxes) or operating income, before or
         after non-recurring items; (9) earnings before interest, taxes,
         depreciation and amortization or operating income before depreciation
         and amortization; (10) revenue targets; (11) return on assets, capital
         or investment; (12) cash flow; (13) budget comparisons; (14)
         implementation or completion of projects or processes strategic or
         critical to the Company's business operations; and (15) any combination
         of, or a specified increase in, any of the foregoing. In addition, such
         performance goals may be based upon the attainment of specified levels
         of the Corporation's performance under one or more of the measures
         described above relative to the performance of other entities and may
         also be based on the performance of any of the Corporation's business
         units or divisions or any parent or subsidiary. Performance goals may
         be based upon the attainment of specified levels of the Company's
         performance under one or more of the measures described above during a
         specified time period, which may differ from the Restriction Period.
         Performance goals may include a minimum threshold level of performance
         below which no award will be earned, levels of performance at which
         specified portions of an award will be earned and a maximum level of
         performance at which an award will be fully earned. These performance
         goals shall satisfy the requirements for "qualified performance-based
         compensation," including the requirement that the achievement of the
         goals be substantially uncertain at the time they are established and
         that the performance goals be established in such a way that a third
         party with knowledge of the relevant facts could determine whether and
         to what extent the performance goals have been met. The Committee shall
         not have discretion to increase the amount of compensation that is
         payable upon achievement of the designated performance goals, but the
         Committee may reduce the amount of compensation that is payable upon
         achievement of the designated performance goals.

                  (2) Timing of Establishment of Goals. The Committee shall
         establish the performance goals in writing either before the beginning
         of the commencement of the period during which the specified
         performance goals are to be measured or during a period ending no later
         than the earlier of (i) 90 days after the beginning of the period
         during which the specified performance goals are to be measured or (ii)
         the date on which 25% of the period during which the specified
         performance goals are to be measured has been completed, or such other
         date as may be required or permitted under applicable regulations under
         Code section 162(m).

                  (3) Announcement of Results. The Committee shall certify and
         announce the results for the Restriction Period to all grantees after
         the Company announces the Company's financial results for the
         Restriction Period. If and to the extent that the Committee does not
         certify that the performance goals have been met, the applicable grants
         for the Restriction Period shall be forfeited or shall not be paid, as
         applicable.

                  (4) Death, Disability or Other Circumstances. The Committee



         may provide that grants shall be payable or restrictions shall lapse,
         in whole or in part, in the event of the grantee's death or disability
         during the Restriction Period, a Change of Control or under other
         circumstances consistent with the Treasury regulations and rulings
         under Code section 162(m).

8.       DIVIDEND EQUIVALENTS

         The Committee may grant dividend equivalents to eligible officers and
other key employees either alone or in conjunction with all or part of any
option granted under the Plan. A dividend equivalent shall be equal to the
dividend payable on a share of Common Stock of the Corporation. The amount of
dividend equivalents for any grantee (the "Dividend Equivalent Amount") is
determined by multiplying the number of dividend equivalents subject to the
Grant by the per-share cash dividend, or the per-share fair market value (as
determined by the Committee) of any dividend in other than cash, paid by the
Corporation on each record date for the payment of a dividend during the period
described in Section 8(a).

         (a) Amount of Dividend Equivalent Credited. The Corporation shall
credit to an account for each grantee maintained by the Corporation in its books
and records on each record date, from the date of grant until the earlier of the
date of (i) the end of the applicable accumulation period designated by the
Committee at the time of grant, (ii) the date of the termination of employment
for any reason (including retirement), other than total disability (as defined
in section 22(e)(3) of the Code) or death of the grantee, or as otherwise
determined by the Committee, in its sole discretion, at the time of a grantee's
termination of employment or (iii) the end of a period of four years from the
date of grant, that portion of the Dividend Equivalent Amount for each such
grantee attributable to each record date. The Corporation shall maintain in its
books and records separate accounts which identify each Grantee's Dividend
Equivalent Amount. Except as set forth in Section 8(e) below, no interest shall
be credited to any such account.

         (b) Payment of Credited Dividend Equivalents. The Committee, at the
time of grant, shall designate the percentage of each grantee's Dividend
Equivalent Amount that shall be paid to the grantee at the end of an applicable
performance period (the "Performance Period"), generally being four years from
the date of grant (the Committee, in its sole discretion, shall retain the right
to designate a longer or shorter Performance Period at the time of grant);
provided, however, that such Performance Period shall be:

                  (i) Reduced by one year for each calendar year during the
         applicable Performance Period ending after the date of grant in which
         the measurable performance criteria established by the Committee at the
         time of grant for the applicable Performance Period exceeds the targets
         for such criteria established by the Committee at the time of grant.

                  (ii) Increased by one year for each calendar year during the
         applicable Performance Period ending after the date of grant in which
         the measurable performance criteria established by the Committee at the
         time of grant for the applicable Performance Period is less than the
         targets for such criteria established by the Committee at the time of
         grant.

                  (iii) In no event shall the Performance Period be reduced to
         less than two years or increased to more than eight years from the date
         of grant.

                  (iv) In the event that the Performance Period is shorter than
         the period described in Section 8(a), a grantee shall receive the
         payment of the amount credited to his account at the end of the
         applicable Performance Period and any portion of the Dividend
         Equivalent Amount not yet so credited to his account shall be paid on
         the Corporation's normal dividend payment dates until the grantee's
         Dividend Equivalent Amount for the period described in Section 8(a) is
         fully paid to the grantee.

         (c) Timing of Payment of Dividend Equivalents. Except as otherwise
determined by the Committee in the event of a grantee's termination from
employment prior to the end of the applicable Performance Period, no payments of
the Dividend Equivalent Amount shall be made until the end of the applicable
Performance Period and no payments shall be made to any grantee whose employment
by the Corporation or a subsidiary terminates prior to the end of the applicable



Performance Period for any reason other than retirement under the Corporation's
or a subsidiary's retirement plan, death or total disability (as defined in
section 22(e)(3) of the Code). Subject to Section 8(b)(iv), as soon as
practicable after the end of such Performance Period, unless a grantee shall
have made an election under Section 8(f) to defer receipt of any portion of such
amount, a grantee shall receive 100% of the Dividend Equivalent Amount payable
to him. Notwithstanding the foregoing, upon a Change of Control of the
Corporation, any Dividend Equivalent Amount or portion thereof, which has not,
prior to such date, been paid to the grantee or forfeited shall immediately
become payable to the grantee without regard to whether the applicable
Performance Period has ended.

         (d) Form of Payment. The Committee shall have the sole discretion to
determine whether the Corporation's obligation in respect of the payment of a
Dividend Equivalent Amount shall be paid solely in credits to be applied toward
payment of the option price under then exercisable options, solely in cash or
partly in such credits and partly in cash.

         (e) Interest on Dividend Equivalents. From a date which is 45 days
after the end of the applicable Performance Period until the date that the
Dividend Equivalent Amount payable to the grantee is paid to such grantee, the
account maintained by the Corporation in its books and records with respect to
such dividend equivalents shall be credited with interest at a market rate
determined by the Committee.

         (f) Deferral of Dividend Equivalents. A grantee shall have the right to
defer receipt of any Dividend Equivalent Amount payments if he shall elect to do
so on or prior to December 31 of the year preceding the beginning of the last
full year of the applicable Performance Period (or such other time as the
Committee shall determine is appropriate to make such deferral effective under
the applicable requirements of federal tax laws). The terms and conditions of
any such deferral (including the period of time thereof and any earnings on the
deferral) shall be subject to approval by the Committee and all deferrals shall
be made on a form provided a grantee for this purpose.

9.       AGREEMENT WITH GRANTEES

         Each grantee who receives a Grant under the Plan shall enter into an
agreement with the Corporation which shall contain such provisions, consistent
with the provisions of the Plan, as may be established from time to time by the
Committee and shall constitute that grantee's acknowledgement and acceptance of
the terms of the Plan and the Committee's authority and discretion.

10.      TRANSFERABILITY OF GRANTS

         (a) Nontransferability of Grants. Only a grantee or his or her
authorized legal representative may exercise rights under a Grant. Such persons
may not transfer those rights except by will or by the laws of descent and
distribution or, with respect to Grants other then incentive stock options, if
permitted in any specific case by the Committee in their sole discretion,
pursuant to a domestic relations order as defined under the Code or Title I of
ERISA or the rules thereunder. When a grantee dies, the personal representative
or other person entitled to succeed to the rights of the grantee ("Successor
Grantee") may exercise such rights. A Successor Grantee must furnish proof
satisfactory to the Corporation of his or her right to receive the Grant under
the grantee's will or under the applicable laws of descent and distribution.

         (b) Transfer of Nonqualified Stock Options. Notwithstanding the
foregoing, the Committee may provide, in the Agreement, that a grantee may
transfer nonqualified stock options to family members, one or more trusts for
the benefit of family members, or one or more partnerships of which family
members are the only partners, according to such terms as the Committee may
determine; provided that the grantee receives no consideration for the transfer
of an option and the transferred option shall continue to be subject to the same
terms and conditions as were applicable to the option immediately before the
transfer.

11.      FUNDING OF THE PLAN

         This Plan shall be unfunded. The Corporation shall not be required to
establish any special or separate fund or to make any other segregation of
assets to assure the payment of any Grants under this Plan. Subject to Section
8(e), in no event shall interest be paid or accrued on any Grant, including
unpaid installments of Grants.



12.      RIGHTS OF GRANTEES

         Nothing in this Plan shall entitle any grantee or other person to any
claim or right to receive a Grant under this Plan or to any of the rights and
privileges of, a shareholder of the Corporation in respect of any shares related
to any Grant or purchasable upon the exercise of any option, in whole or in
part, unless and until certificates for such shares have been issued.
Notwithstanding the foregoing, a grantee who receives a grant of restricted
stock shall have all rights of a shareholder, except as set forth in Section
7(d), during the Restriction Period, including the right to vote and receive
dividends. Neither this Plan nor any action taken hereunder shall be construed
as giving any grantee any rights to be retained in the employ of the
Corporation, to be retained as a consultant by the Corporation or to be retained
as a Non-employee Director by the Corporation.

13.      WITHHOLDING OF TAXES

         The Corporation shall have the right to deduct from all Grants paid in
cash any federal, state or local taxes required by law to be withheld with
respect to such cash awards. The grantee or other person receiving such shares
shall be required to pay to the Corporation the amount of any such taxes which
the Corporation is required to withhold with respect to such Grants. With
respect to Grants of restricted stock or nonqualified stock options, the
Corporation shall have the right to require that the grantee make such
provision, or furnish the Corporation such authorization as may be necessary or
desirable so that the Corporation may satisfy its obligation, under applicable
income tax laws, to withhold for income or other taxes due upon or incident to
such restricted stock or the exercise of such nonqualified stock options.

         The Committee may adopt such rules, forms and procedures as it
considers necessary or desirable to implement such withholding procedures, which
rules, forms and procedures shall be binding upon all grantees, and which shall
be applied uniformly to all grantees similarly situated.

14.      LISTING AND REGISTRATION

         Each Grant shall be subject to the requirement that, if at any time the
Committee shall determine in its discretion that the listing, registration or
qualification of the Grant or the shares subject to the Grant upon any
securities exchange or under any state or federal law, or the consent or
approval of any governmental regulatory body, is necessary or desirable as a
condition of, or in connection with, such Grant or the issue or purchase of
shares thereunder, no such Grant may be exercised in whole or in part unless
such listing, registration, qualification, consent or approval shall have been
effected or obtained free of any conditions not acceptable to the Committee.

15.      ADJUSTMENT OF AND CHANGES IN COMMON STOCK OF THE CORPORATION.

         In the event of a reorganization, recapitalization, change of shares,
stock split, spin-off, stock dividend, reclassification, subdivision or
combination of shares, merger, consolidation, rights offering, or any other
change in the corporate structure or shares of the Corporation, the Committee
may make such adjustment as it deems appropriate in the number and kind of
shares authorized by the Plan, in the number and kind of shares covered by
Grants made under the Plan, in the purchase prices of outstanding options or the
terms and conditions applicable to dividend equivalents. Any adjustment
determined by the Committee shall be final, binding and conclusive.

16.      CHANGE OF CONTROL OF THE CORPORATION

         As used herein, the following defined terms shall have the meanings
described in this Section:

         (a) "Affiliate" and "Associate" shall have the respective meanings
ascribed to such terms in Rule 12b-2 of the General Rules and Regulations under
the Securities Exchange Act of 1934, as amended (the "Exchange Act").

         (b) A Person shall be deemed the "Beneficial Owner" of any securities:
(i) that such Person or any of such Person's Affiliates or Associates, directly
or indirectly, has the right to acquire (whether such right is exercisable
immediately or only after the passage of time) pursuant to any agreement,



arrangement or understanding (whether or not in writing) or upon the exercise of
conversion rights, exchange rights, rights, warrants or options, or otherwise;
provided, however, that a Person shall not be deemed the "Beneficial Owner" of
securities tendered pursuant to a tender or exchange offer made by such Person
or any of such Person's Affiliates or Associates until such tendered securities
are accepted for payment, purchase or exchange; (ii) that such Person or any of
such Person's Affiliates or Associates, directly or indirectly, has the right to
vote or dispose of or has "beneficial ownership" of (as determined pursuant to
Rule 13d-3 of the General Rules and Regulations under the Exchange Act),
including without limitation pursuant to any agreement, arrangement or
understanding, whether or not in writing; provided, however, that a Person shall
not be deemed the "Beneficial Owner" of any security under this clause (ii) as a
result of an oral or written agreement, arrangement or understanding to vote
such security if such agreement, arrangement or understanding (A) arises solely
from a revocable proxy given in response to a public proxy or consent
solicitation made pursuant to, and in accordance with, the applicable provisions
of the General Rules and Regulations under the Exchange Act, and (B) is not then

reportable by such Person on Schedule 13D under the Exchange Act (or any
comparable or successor report); or (iii) that are beneficially owned, directly
or indirectly, by any other Person (or any Affiliate or Associate thereof) with
which such Person (or any of such Person's Affiliates or Associates) has any
agreement, arrangement or understanding (whether or not in writing) for the
purpose of acquiring, holding, voting (except pursuant to a revocable proxy as
described in the proviso to clause (ii) above) or disposing of any voting
securities of the Corporation; provided, however, that nothing in this
subsection (b) shall cause a Person engaged in business as an underwriter of
securities to be the "Beneficial Owner" of any securities acquired through such
Person's participation in good faith in a firm commitment underwriting until the
expiration of forty days after the date of such acquisition.

         (c) "Change of Control" shall mean:

                  (i) any Person (including any individual, firm, corporation,
partnership or other entity except the Corporation, any subsidiary of the
Corporation, any employee benefit plan of the Corporation or of any subsidiary,
or any Person or entity organized, appointed or established by the Corporation
for or pursuant to the terms of any such employee benefit plan), together with
all Affiliates and Associates of such Person, shall become the Beneficial Owner
in the aggregate of 20% or more of the Common Stock of the Corporation then
outstanding;

                  (ii) during any twenty-four month period, individuals who at
the beginning of such period constitute the Board cease for any reason to
constitute a majority thereof, unless the election, or the nomination for
election by the Corporation's shareholders, of at least seventy-five percent of
the directors who were not directors at the beginning of such period was
approved by a vote of at least seventy-five percent of the directors in office
at the time of such election or nomination who were directors at the beginning
of such period; or

                  (iii) there occurs a sale of 50% or more of the aggregate
assets or earning power of the Corporation and its subsidiaries, or its
liquidation is approved by a majority of its shareholders or the Corporation is
merged into or is merged with an unrelated entity such that following the merger
the shareholders of the Corporation no longer own more than 50% of the resultant
entity.

         Notwithstanding anything in this subsection (c) to the contrary, a
Change of Control shall not be deemed to have taken place under clause (c)(i)
above if (i) such Person becomes the beneficial owner in the aggregate of 20% or
more of the Common Stock of the Corporation then outstanding as a result, in the
determination of a majority of those members of the Board of Directors of the
Corporation in office prior to the acquisition, of an inadvertent acquisition by
such Person if such Person, as soon as practicable, divests itself of a
sufficient amount of its Common Stock so that it no longer owns 20% or more of
the Common Stock then outstanding, or (ii) such Person becomes the beneficial
owner in the aggregate of 20% or more of the common stock of Corporation
outstanding as a result of an acquisition of common stock by the Corporation
which, by reducing the number of common stock outstanding, increases the
proportionate number of shares of common stock beneficially owned by such Person
to 20% or more of the shares of common stock then outstanding; provided, however
that if a Person shall become the beneficial owner of 20% or more of the shares



of common stock then outstanding by reason of common stock purchased by the
Corporation and shall, after such share purchases by the Corporation become the
beneficial owner of any additional shares of common stock, then the exemption
set forth in this clause shall be inapplicable.

17.      AMENDMENT AND TERMINATION

         (a) The Plan may be amended by the Board of Directors of the
Corporation as it shall deem advisable to ensure such qualification and conform
to any change in the law or regulations applicable thereto, including such new
regulations as may be enacted pertaining to the tax treatment of incentive stock
options to be granted under this Plan, or in any other respect that the Board
may deem to be in the best interest of the Corporation; provided, however, that
the Board may not amend the Plan, without the authorization and approval of the
shareholders of this Corporation, if such approval is required by section 422 of
the Code or section 162(m) of the Code.

         The Board of Directors shall not amend the Plan if the amendment would
cause the Plan or the Grant or exercise of an incentive stock option under the
Plan to fail to comply with the requirements of section 422 of the Code
including, without limitation, a reduction of the option price set forth in
Section 6(a) or an extension of the period during which an incentive stock
option may be exercised as set forth in Section 6(b).

         (b) The Board of Directors of the Corporation may, in its discretion,
terminate, or fix a date for the termination of, the Plan. Unless previously
terminated, the Plan shall terminate on March 17, 2014 and no Grants shall be
made under the Plan after such date.

         (c) A termination or amendment of the Plan that occurs after a Grant is
made shall not result in the termination or amendment of the Grant unless the
grantee consents or unless the Committee acts under Section 18. The termination
of the Plan shall not impair the power and authority of the Committee with
respect to an outstanding Grant. Whether or not the Plan has terminated, an
outstanding Grant may be terminated or amended under this Section 17 or may be
amended by agreement of the Corporation and the grantee consistent with the
Plan.

18.      COMPLIANCE WITH LAW

         The Plan, the exercise of Grants and the obligations of the Corporation
to issue or transfer shares of Common Stock under Grants shall be subject to all
applicable laws, including any applicable federal or Pennsylvania state law, and
to approvals by a governmental or regulatory agency as may be required. With
respect to persons subject to Section 16 of the Exchange Act, it is the intent
of the Corporation that the Plan and all transactions under the Plan comply with
all applicable conditions of Rule 16b-3 or its successors under the Exchange
Act. In addition, it is the intent of the Corporation that the Plan and
applicable Grants of stock options under the Plan comply with the applicable
provisions of sections 162(m) and 422 of the Code. The Committee may revoke any
Grant if it is contrary to law or modify a Grant to bring it into compliance
with any valid and mandatory government regulation. The Committee may also adopt
rules regarding the withholding of taxes on payments to grantees. The Committee
may, in its sole discretion, agree to limit its authority under this Section.

19.      EFFECTIVE DATE OF THE PLAN

         The Plan shall be effective on March 18, 2004, but subject to the
approval of the Corporation's stockholders at the May 20, 2004 meeting of the
Corporation's stockholders or any resumption thereof.
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