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To our shareholders:

At the end of each fiscal year the AEP Management team evaluates how well the Company executed its plans and
how effectively Management dealt with unanticipated issues over which the Company had no control and could not have
been incorporated in our internal planning. The events of 2003 provide proof of the soundness of the strategies we have
adopted and communicated to our shareholders over the years. Early in 2002 we made an acquisition in Australasia
designed to consolidate and strengthen our position in that marketplace. In 2003 operating earnings in Australasia
improved by $4.9 million as compared to 2001, owing directly to the consolidation made possible by that acquisition.
We continue to strengthen our position as the low-cost producer in this marketplace. In 2003 we sold our 50% invest-
ment in a joint venture that resulted from this 2002 acquisition for a profit (before taxes) of $5.9 million.

In the fourth quarter of 2003, the Company completed the sale of its U.K. real estate for $6 million. In 2000 we
announced a restructuring of this U.K. company. At the time, we anticipated the cash costs associated with this restruc-
turing would be offset through the proceeds of selling this real estate. In the final analysis, we sold the real estate for
$1.9 million more than our costs associated with the restructuring. During 2003 our corporate debt decreased by more
than $5 million net of approximately $20 million in increases due to the impact of foreign exchange. The conclusion is
that Company operations combined with asset sales adjusted for capital expenditures and tax payments were sufficient
to affect this overall reduction in debt. In 2003, we had record net sales of $759,473,000 and despite difficult worldwide
economic conditions, we also set a record for volume sold.

The Company has long recognized it is essential to be the low-cost producer in its many markets. Over the years,
we made a number of investments designed to improve efficiencies in our FIAP subsidiary in Italy. However, in 2003
we determined that this operation was not on plan to be the low-cost producer in its markets and therefore decided to
liquidate the business. During 2003 FIAP had operating losses of $7.1 million including $2.6 million of writedowns
associated with the liquidation. We also incurred $10.7 million in shutdown costs related to the liquidation. The great
majority of these liquidation costs are non-cash.  Nevertheless, Management expects that the proceeds from this sale of
FIAP's assets will be sufficient to extinguish all cash costs associated with the liquidation plus provide a small cash return
to the parent company.

During the fourth quarter of 2002 there was an industry-wide failure to pass resin cost increases through to our
customers, thus reducing material margins and profit margins available to our business. This failure is a result of the
basic imbalance between production capacity available and market demand. This issue is explained in detail throughout
the text of this annual report. However, I'm pleased to inform you that gross margin improvement is noted in each suc-
cessive quarter in 2003.

We believe it will take 3 to 4 years for our profit margins to return to pre-1999 levels. Our restructurings, divesti-
tures and consolidations are largely behind us and we are especially well-positioned to benefit from the gradual improve-
ments in demand which we expect to continue in the years ahead. We are confident in our financial strength and con-
tinue our efforts to increase efficiency in our operations, and we welcome your participation in our success. 

Sincerely,

J. Brendan Barba






















