ASSET PURCHASE AGREEMENT

THIS AGREEMENT, effective as of April 29, 2013,astered into by and between the
Town of Bethel, Connecticut, a Connecticut munitgmaporation, having an address of CJH
Municipal Center, One School Street, Bethel, Coticet 06801 (“Bethel” or “Seller”), and
Aquarion Water Company of Connecticut, a Connetfcilic service company, having an
address of 835 Main Street, Bridgeport, Connecti@®804 (“Aquarion”).

WITNESSETH:

WHEREAS, Bethel owns and operates, through thed&trater Department, a public
water supply system, being PWSID No. CT009001% {(YWater System”), located in Bethel

and Danbury, Connecticut;

WHEREAS, the Water System is subject to the jucisoln of the Connecticut
Department of Public Health (“DPH”);

WHEREAS, Aquarion is a public service company pdowy water service to
approximately 625,000 customers throughout theeSth€onnecticut;

WHEREAS, Bethel desires to sell, and Aquarion d@ssio purchase, certain assets
relating to the Water System, including plant agdipment, supplies and inventories, contracts
and contract rights, franchise rights, easemehtsjgnd real property rights, and excluding
certain liabilities associated therewith, as mqrectically set forth herein and subject to the
terms and conditions set forth herein;

AND WHEREAS, Bethel desires to sell or grant, argliArion desires to purchase
certain pieces or parcels of land owned by Bethéhé city of Danbury, Connecticut and certain

pieces or parcels of land and certain easemertndrowned by Bethel in the town of Bethel,
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Connecticut, in each case together with improvemant appurtenances located thereon
(collectively, the “Properties”), as more specifigaet forth herein;

NOW, THEREFORE, in consideration of the premises ttwe mutual promises
hereinafter contained, Bethel and Aquarion do regme warrant, covenant and agree as follows:
1. SALE AND PURCHASE OF CERTAIN ASSETS, RIGHTS ANERIVILEGES

1.1 Sale and Transfer

(a) Subject to the terms and conditions of thise&gnent, on the Closing Date
(as hereinafter defined in Section)IBethel agrees to grant, sell, assign, transfdrdativer to
Aquarion, and Aguarion agrees to purchase theviatig assets (collectively, the “Water System

Assets” or the “Assets”) from Bethel:

() pursuant to appropriate warranty deeds anty of easements,
marketable title to the Properties, free and abéany liens and encumbrances of any sort, other
than Permitted Encumbrances as defined below dndduo Section 1.3(bjogether with the
improvements and appurtenances located therearg besse certain pieces or parcels of land

set forth on Schedule 1.1 dttached hereto;

(i) all assets of Bethel pertaining to the @tem of the Water System
located or stored in Bethel and Danbury (other tieah property interests to be acquired, which
are described in clause (i) above), including, authlimitation, the complete and operating
Water System shown on the maps attached heretchasi@e 1.1.2being wells, transmission
and distribution mains, reservoirs, tanks and gigoes, pumps and pumping stations, hydrants,
meters and personal property described in Schddiil@ and those acquired subsequent to June
30, 2012, and all of Bethel's right, title and irgst in and to the curb stops, service connections

(to the extent curb stops and service connectiansie owned by Bethel) which pertain to the
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operation of Bethel's Water System, and any anftatichise rights and exclusive service area
grants and/or agreements relating to the operafiafl or any portion of the Water System,
including, without limitation, all franchise rightslating to the operation of all or any portion of

the Water System and Licenses (as that term isetfn_Section 3.12(3))

(i) to the extent available and in the posgessf Bethel, all documents,
reports, maps, and customer records pertaininget®tater System, including, but not limited
to, all engineering, laboratory and operating régarustomer service records, including meter
readings and fixture surveys, property maps, tgtion maps, gate drawings, main laying
specifications and tap and service cards, but Bpaity excluding Bethel’'s cash, bank deposits,
accounts receivable, refunds, rebates, returnsiaswrance proceeds relating (i) to damage that
has been repaired in accordance with the standatderth in this Agreement prior to the

Closing Date, or (ii) to claims or liabilities rétad by Bethel, if any; and

(iv) all undisputed and uncollected customer aot® receivable for the
Water System which were first invoiced by Sellereaolier than 90 days prior to the Closing
Date (the “A/R”), which shall be reflected on a edhle delivered by Seller to Aquarion on the
business day immediately preceding the Closing yaieh schedule shall be reasonably
acceptable to Aquarion (the “A/R List”), which ASkall be collected by Aquarion on and after

the Closing Date.

(b) Itis expressly understood that Aquarion \{ijlipurchase only the Assets
relating to operation of the Water System and le¢at the towns of Bethel and Danbury, (ii)
acquire title to only those Properties denoteduab ®n_Schedule 1.1(ithe “Acquired
Properties”), subject to Section 1.3(6i)i) obtain sanitary easements approved by tRél2and

access easements, as shown on the map includetied8e 1.1.4for the Property located at 49
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Plumtrees Road in Bethel, in each case reasonabfactory to Aquarion, (iv) receive as part
of the Water System Assets all materials, supptie=payments, and customer deposits, if any,
relating to the Water System, and (v) not assunwlmrwise be responsible for any accounts
payable, outstanding debt, taxes accrued, accniecest, tax collections payable, deferred

credits, or accumulated deferred income taxes tidde

1.2 No Liabilities to be Assumed

Aquarion shall assume no liabilities or obligati@iBethel whatever in connection with
the sale of Assets provided for in this Agreemeihigther accrued, contingent or other, incurred
prior to the Closing Date, or arising from the aitiés of Bethel prior thereto, excepting only
any obligations of Bethel expressly assumed by Aiqunainder any lease, contract, agreement
or similar document which is assigned to Aquariaraead as of the Closing Date, and specified
in Schedule 1.2ereto, or as provided in Section.5Por the avoidance of doubt, except as
otherwise set forth herein, Aquarion shall not ass@any liabilities or obligations under the
agreements listed in Schedule heteto that accrue prior to the Closing Datepfdlhich

liabilities and obligations shall remain solely tlesponsibility of Bethel.

1.3 Instruments of Transfer

€)) Within thirty (30) days following the date ofexution of this Agreement, Bethel
shall provide Aquarion proper legal descriptiond aapies of any available surveys for the real
property or the interests therein being transfepauant to this Agreement. Within thirty (30)
days following receipt of such descriptions, Agoarshall provide Bethel with a list of title
defects, liens or encumbrances that are objectiertalAquarion in its sole discretion. If Bethel
cannot remove such defects, liens or encumbranitemhirty (30) days following such notice,
Aquarion shall have the right to terminate this égmnent with no further obligations hereunder.
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Once accepted by Aguarion, such legal descriptoiscopies of available surveys shall be
attached hereto as updated Schedule 1. @r2the Closing Date, Bethel will transfer andivee

to Aquarion all of the Assets referred to in Sectiol above, and Bethel will deliver to

Aquarion all such assignments and instruments w¥egance and transfer as shall be necessary
to transfer to and vest in Aquarion good and maiiettitle in and to all of the Assets free and
clear of all liens and encumbrances other tharettieas and encumbrances described on the
legal descriptions provided by Bethel pursuantts paragraph, which shall be set forth in an

updated Schedule 3.2@fter Aquarion has agreed to accept the Assefsdub such liens and

encumbrances (“Permitted Encumbrances”) and sutgedgction 1.3(b) At the request of
Aquarion after the Closing Date, Bethel, or itsssor in interest, will execute and deliver any
such further instruments of conveyance and trammsfeonfirmation thereof and will take such
other action as may reasonably be requested byrigquia order further to make effective and

to assure the transfers of Assets and vestinglefts provided for by this Agreement.

(b) The deeds or other instruments of conveyancth®oAcquired Properties to be
owned in fee by Aquarion shall provide, in termattare reasonably satisfactory to Bethel and
Aquarion, that within one year after Aquarion deteres in its sole discretion that the Acquired
Properties owned in fee by Aquarion are not usaetbanticipated to be needed for public
water supply, Aquarion will apply to the DPH to adan such Acquired Properties, and, upon
the DPH’s approval of such application and theipga# any other consent or approval of, or
the filing with, any other federal, state, localather governmental authority (collectively,
“Governmental Authorities”) that may be requiredra time, such Acquired Property(ies) shall
be conveyed back to Bethel by quitclaim deed; mledithat (i) such Acquired Property(ies)

shall be in substantially the same condition attitlhe of such conveyance as it was in on the
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Closing Date, normal wear and tear excepted,n(ipa event will the Acquired Properties that
are subject to the Subdivisions and contain waiskd or treatment facilities be conveyed to
Bethel, (iii) Aquarion will have the right to reserany easements or other rights over such
Acquired Property(ies) as Aquarion reasonably deitezs are required in connection with
supplying water to existing or future customerscressing other properties held by Aquarion,
(iv) in no event will Aquarion have any obligatitmconvey to Bethel the Acquired Properties
located at 17U Ballfield Road and at Maple Avertua tontain the well field, and (v) Aquarion
will provide easements for ingress and egressd@tiguired Properties being conveyed back to
Bethel over those other Acquired Properties remgimith Aquarion for the benefit of the Town
of Bethel should such easements be necessarydbiisgress and egress and so long as such
easements do not impair Aquarion’s operations ordlAcquired Properties remaining with
Aquarion. Such deeds or other instruments of cparvee for the Acquired Properties that are
subject to being conveyed back to Bethel under3eigtion 1.3(bjthe “Release Properties”)
shall also provide that, after such conveyanceapievent will Aquarion have any responsibility
or liability for any environmental condition or ke on, in or under such Release Properties that
existed on the Closing Date, regardless of whetheln environmental condition or hazard is a

violation of any Applicable Environmental Law oretlosing Date.

(c) Subject to the provisions of Section 5.14hby to the extent permitted by the DPH
approval and by other Applicable Laws (defined bg|at the Closing Aquarion will grant
Bethel an easement to use the ball field on Maplen@ie to be conveyed to Aquarion under this

Agreement.
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1.4 Closing Date

The transactions provided for in this Agreementlghke place at the offices of Day
Pitney in Hartford, Connecticut, on the first buess day after a period of thirty days following
the receipt of the last of the approvals describeglection 7.Ihereof, or on such other date or at

such other place as the parties may mutually aggea (the “Closing Date”).

2. PURCHASE PRICE AND MANNER OF PAYMENT

2.1  Purchase Price

The aggregate purchase price to be paid by Aquériothe Assets is the sum of (i)
Seven Million Two Hundred Thousand and 00/100 Dsel{&7,200,000.00) plus (ii) the total
amount of the A/R reflected on the A/R List redubgds10,000 to reflect uncollectible amounts,
which amount will be further adjusted as providedection 2.3the “Purchase Price”). At the
Closing Date, any customary adjustments will be enadh respect to the sale and transfer of

the Assets.

2.2 Manner of Payment

The aggregate Purchase Price specified in Sectiome?eof shall be paid on the Closing
Date by Aquarion by wire transfer to the trusteecant for Bethel and Bethel's counsel, in
accordance with wire instructions provided by BetheBethel's counsel at least ten (10)

business days prior to the Closing Date.

2.3 Purchase Price Adjustment for Compliance Plan

The amount to be paid under Section ghall be adjusted such that Aquarion and Bethel
shall each pay fifty percent (50%) of the reasoaalit-of-pocket costs to be incurred by Bethel

prior to the Closing Date and by Aquarion after @lesing Date (the “Compliance Costs”) in
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connection with the Compliance Plan (as definefention 5.9, subject to Section 2.3(below.

Such adjustment will be made as follows:

(@) Atleast five (5) business days before the Closkgyarion and Bethel shall
agree on a current estimate of the Compliance Qsts'Compliance
Estimate”), which Compliance Estimate will be basadhe best
available information at the time, including exemitontracts, bids and
invoices received and the most recent estimateigeeduvto Bethel for the

implementation of the Compliance Plan.

(b) The price to be paid on the Closing Date underi®@2& 1shall be adjusted such
that, (i) to the extent that the Compliance Cosis py Bethel prior to the
Closing Date, as reasonably documented by Bethel‘Bethel
Compliance Costs”), exceed fifty percent (50%)h&f Compliance
Estimate, then such price will be increased by sxa®ss amount, and (ii)
to the extent that fifty percent (50%) of the Corapte Estimate exceeds
the Bethel Compliance Costs, then such price wiltlecreased by such
excess amount; provided, however, that in no ewdhany increase in
the price under this Section 2.3@ceed $250,000 (for the avoidance of
doubt, any decrease in the price under this Se@ti®fb)is not limited to

any maximum amount).

(© Promptly upon completion of the work associatecwhie implementation of the
Compliance Plan, Aquarion shall notify Bethel of tiotal Compliance

Costs paid by Aquarion after the Closing Date (thguarion Compliance
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(d)

2.4

Costs”), together with reasonable documentatiosuch Aquarion
Compliance Costs. To the extent that the Compéigasts at that time
exceed the Compliance Estimate, then Bethel shglt@ Aquarion an
amount equal to fifty percent (50%) of that excas®unt. To the extent
that the Compliance Estimate exceeds the Com@i@usts at that time,
then Aquarion will pay to Bethel an amount equdifty percent (50%)

of that excess amount. Notwithstanding the foregoany amounts due
under this Section 2.3(shall be adjusted to the extent necessary in order
that the total amount of Aquarion’s liability foro@pliance Costs under
this Section 2.3both as any increase in the price paid at thei@dpand
any payment under this Section 2.3@hall not exceed $250,000. All
amounts to be paid under this Sectionshall be paid within sixty (60)
days after the date on which Aquarion providesihice described
above, or if the amount due is disputed, withird@9s after that dispute is
resolved, by wire transfer to the account iderdifie writing by the party

receiving that payment.

No payments shall be due under this Sectionf2l8s Agreement is terminated

prior to the Closing Date.

Reimbursement for East Swamp Aquifer Well Field

As further consideration for the Assets, Aquaribalsreimburse Bethel for the
reasonable out-of-pocket costs incurred by Bethel po the Closing Date in

connection with the planning and/or developmerd ofell field at the East



Swamp Aquifer in Bethel (as shown in the maps idetlin_Schedule 1.1).2or

use in connection with the Water System (the “Eagamp Aquifer Well Field”)
as provided in Section 5.8ut solely to the extent that such costs exceed t
$40,000 designated for the planning and/or devedoypiraf the East Swamp
Aquifer Well Field (including any Level A Mappindg the Maple Avenue well
field) in the Bethel Public Utilities Commission 282013 and 2013-2014
budgets/capital plans. Such reimbursement withlagle by Aquarion to Bethel
on the Closing Date by wire transfer to the trustesount for Bethel and Bethel’s
counsel, in accordance with wire instructions paded by Bethel or Bethel’s
counsel at least ten (10) business days priored@ibsing Date. If this
Agreement is terminated prior to the Closing Date; expenditures or costs
incurred by Bethel in connection with the plannargl/or development of the
East Swamp Aquifer Well Field pursuant to Sectidhi® excess of the $40,000
designated for the planning and/or developmenth@fast Swamp Aquifer Well
Field in the Bethel Public Utilities Commission 202013 and 2013-2014
budgets/capital shall be reimbursed by Aquariomwvithirty (30) days of written

request and presentation of invoices/payments IblyeB&o Aquarion.

3. REPRESENTATIONS AND WARRANTIES OF BETHEL
Bethel hereby represents and warrants as follows:

3.1 Organization and Good Standing of Bethel; StafiBethel

Bethel is a municipal corporation duly organizealjdly existing and in good standing

under the laws of the State of Connecticut, isllggauthorized to sell and distribute water in the
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portions of the town of Bethel, Connecticut, in @it presently sells and distributes water
through the Water System and has all other regusitver and authority and all necessary
licenses and permits to own, lease or operate #setd and to operate its water utility through
the Water System as it is now being operated. éetlns all the Assets (including but not
limited to the Properties), has the power and aitthto execute, deliver and perform the terms
and provisions of the Agreement, and is not, omuaeipt of regulatory approvals required for
the consummation of the transaction contemplatethisyAgreement in accordance with Section
3.5 hereof, will not be, under any receivership, impesght, or prohibition imposed by any court,
regulatory commission, board, administrative badpjtration board or tribunal or other federal,
state or municipal government instrumentality thatild render Bethel unable to enter into or

carry out any provision of this Agreement.

3.2 Title to Properties: Use of Water

Schedule 3.2(ii)ists all liens on the Water System Assets thadtes of the effective

date of this Agreement, each of which will be rekxhon or prior to the Closing Date. Bethel
has good and marketable title to all of the Waiet&n Assets, each as referred to in Section 1.1

of this Agreement, and except as shown on Schél?(g, such Assets are or will be on the

Closing Date free and clear of all mortgages, liptedges, security interests, restrictions on
transfer, claims or encumbrances of any naturesoeatr (collectively, “Liens”), and no other
assets or property interests are necessary or e for the proper conduct and operation of
Bethel’'s water supply business in the Water Systaththe distribution and delivery of water to
each water customer in the Water System. Betlsethieright to use the water it is now using in
the manner in which it is using such water in that®v System, and such rights, upon (A)

approval of the transactions contemplated by theedment (i) by the Town of Bethel Public
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Utilities Commission, Town of Bethel Board of Selaan, Town of Bethel Board of Finance,
Town of Bethel Town Meeting and/or Referendum @f Woters of the Town of Bethel, along
with report from the Town of Bethel Planning anchifggy Commission (collectively, the “Bethel
Approvals”) (some of which may be obtained priothie execution of this Agreement), (ii) by
the DPH, and (iii) by the Connecticut Public Uidg Regulatory Authority (“PURA”), (B) the
subdivision of the parcel located at 7U Webb ReaBathel currently owned by Bethel such
that the treatment facility at such parcel and ss¢e such treatment facility are separated from
the remainder of such parcel (the “Bethel Subdwi®¥i and (C) the subdivision of the parcel
abutting Eureka Lake in Danbury currently ownedBeyhel (the “Danbury Subdivision” and,
together with the Bethel Subdivision, the “Subdwns”), are transferable to Aquarion without
the need of subdivision approval by the City of Bany Planning Commission or the Bethel
Planning and Zoning Commission for properties ledah Danbury and Bethel respectively
except for administrative approvals of the agenofed3anbury and Bethel which will require the
presentation and filing of surveys with the locataf improvements thereon with the town
clerks’ offices and to such agencies includingritlimited to planning /zoning, health and
building departments depending on the improvemainesady located on the properties With
respect to the Water System, all water supply ssiqgump stations, and storage facilities are
located on the Properties which are owned by Bethigle simple or to which Bethel has valid
easements. To the best of Bethel's knowledge aoelpe as otherwise disclosed to Aquarion in
writing, all mains and service connections are tedan real estate owned by Bethel in fee
simple, within the public rights-of-way, or withappropriate permanent easements of record in

favor of Bethel, and all services to customer psamifrom mains are located entirely on such
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customers’ premises, on public rights-of-way ompooperty owned by Bethel in fee simple,

except as may otherwise be set forth in Schedalg) Zttached hereto.

3.3 Location and Use of Assets

The location and present use of the Assets conforali zoning, building, building line,
and similar restrictions, or Bethel has obtainexlitbcessary variances or the same are legally
non-conforming under the appropriate law and rdguia. The Assets are located in the towns
of Bethel and Danbury, Connecticut. The Water &ysinaps attached hereto as Schedule,1.1.2
showing the land, wells, transmission and distrdrutmains, reservoirs and standpipes, and
pumps and pumping stations of the Water Systemj@tbe best of Bethel’'s knowledge and

belief, accurate in all material respects, exceeat forth in Section 3.2(i).

34 Charter and Resolutians

(@) The copies delivered to Aquarion of Bethelksvh Charter and of the resolutions
adopted by Bethel’s Public Utilities Commission dhd Bethel Board of Selectmen authorizing
the execution and delivery of this Agreement, &livbich copies have been certified by Bethel’s
Town Clerk, are true and complete copies of samid@ents, and said Charter and resolutions

are in full force and effect and include any ardcaaiendments thereto.

(b) As of the Closing Date, the copies to be deédgo Aquarion of the resolutions
effecting the Bethel Approvals, all of which copigdl have been certified by Bethel's Town
Clerk, will be true and complete copies of saiduwoents, and the Bethel Approvals will be in

full force and effect as of the Closing Date.

3.5 Authorization of Agreement

The execution, delivery and performance of thise®gnent by Bethel will have been

duly and validly authorized by all requisite actimmthe part of Bethel. This Agreement has
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been duly executed and delivered by Bethel andtitotes a valid and legally binding obligation
of Bethel, enforceable against Bethel in accordavitieits terms, subject to receipt of the
Bethel Approvals. The Bethel Approvals, the appt®f the transfer of the Water System and
Assets to Aquarion by the DPH and by PURA and thied&/isions are the only actions required

in order to authorize Bethel to consummate thestrations contemplated by this Agreement.

3.6 Absence of Defaults

The execution and delivery of this Agreement dq antl upon receipt of the Bethel
Approvals, the approvals described herein by thel @Rd by PURA and receipt of the
Subdivisions, the consummation of the transactommgemplated hereby will not, (a) violate any
provision of the Town Charter of Bethel; (b) vi@atonflict with or result in the breach or
termination of, or constitute a default under s of, any agreement or instrument to which
Bethel is a party or by which it or any of the Atsseay be bound; (c) result in the creation of
any lien, charge or encumbrance upon the Assetaipnt to the terms of any such agreement or
instrument; (d) violate any judgment, order, injtioic, decree, license, permit, award, rule or
regulation against, or binding upon, Bethel or ugenAssets; or (e) constitute a violation by
Bethel of any law or regulation of any jurisdictj@s such law or regulation relates to Bethel,
the Water System or the Assets. Except for apprafvhis Agreement by the DPH and by
PURA, the Subdivisions and the Bethel ApprovalghBEhas obtained all consents, releases or
waivers from Governmental Authorities and thirdtger which may be necessary to prevent the
execution of this Agreement or the consummatiotineftransactions contemplated herein from

resulting in any violation, breach, default or ateeent referred to in this Section 3.6
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3.7 Litigation, Orders, Etc.

Except as set forth in Schedule Béfeto, there are no actions, suits, proceedings o
governmental investigations pending or, insofaisdsown to Bethel, in prospect or threatened,
against or relating to Bethel in its capacity asemand operator of the Water System and the
Properties, the Assets or the transactions contaatpby this Agreement in or before any court,
regulatory commission, board, administrative badpjtration board or tribunal or other federal,
state or municipal government instrumentality. &ptcas set forth in Schedule 3&reto, the
Water System, and Bethel in its capacity as owndraperator of the Water System and the
Properties, are not subject to or in violation 0§ gudgment, order, decree, injunction or award
of any court, regulatory commission, board, adniats/e body, arbitration board or tribunal or
other federal, state or municipal government imagntality entered in any proceeding to which
they were a party or of which they had knowledgeluding, without limitation, decisions,
orders or proceedings of PURA, DPH, the Connecegartment of Energy and
Environmental Protection, the Internal Revenue i8enand the town of Bethel, Connecticut
and the city of Danbury, Connecticut. No procegdiare pending or, to the knowledge of

Bethel, threatened against the rates now beingyeldary Bethel in the Water System.

3.8 Contracts; Liabilities

Schedule 3.8ontains a true and complete list of all mater@itracts, agreements,
leases, instruments and similar or other docunyasrisining, directly or indirectly, in whole or
in part, to the ownership or operation of the W&gstem or the Properties to which Bethel is a
party or to which the Assets are subject by whigBéthel is obligated to pay any amount or to
provide any service at any time or (ii) Bethel wdteive any amount or to provide any service at
any time. Except as set forth_in Schedule 8lBsuch contracts, agreements, leases, instrismen
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and documents are valid and in full force and effaied, to the best of Bethel's knowledge, no
other party to any such contract, agreement, leéasgyument or document has breached any
material provision of, or is in default in any maéérespect under the terms of any such
contract, agreement, lease, instrument or docuntexdept as is set forth to the contrary in
Schedule 3.8no contract, agreement, lease, instrument orrdeatiof Bethel will be transferred
to Aquarion, and every agreement, lease, instruiuathidocument to be so transferred can be
transferred by Bethel to Aquarion pursuant to Agseement without obtaining the consent of
any other party, or such consent has been givarfonm reasonably satisfactory to Aquarion.
Except as set forth in Schedule ,3/& Assets are subject to no actual or continliggnitities of

any type whatsoever.

3.9 No Brokers

All negotiations relative to this Agreement havemearried on by Bethel directly with
Aquarion, without the intervention of any persoraagsult of any act of Bethel in such manner
as to give rise to any valid claim against anyhef parties hereto for a brokerage commission,

finder’s fee or other like payment.

3.10 Financial Statements, Annual Reports

Bethel’s financial statements with respect to that& System for each of the years
ending June 30, 2010, 2011 and 2012, heretoforeshed to Aquarion, are true, correct and
complete, were prepared in accordance with geyeaaiepted accounting principles
consistently applied and present fairly the finahposition and the results of the operations of

the Water System at the date and for the periodated.
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3.11 _Absence of Adverse Change

Bethel represents that, since June 30, 2012, Har@ot been any material change in the
financial condition, results of operations, ass@sbjlities or business of the Water System,
whether or not described in the financial stateméescribed in Section 3.h@reof, other than

changes in the ordinary course of business, whasie Imot been materially adverse.

3.12 Compliance with Laws; No Environmental Hazards

(a) Bethel represents that the location and cocisbn, occupancy, operation
and use of all improvements now and hereafterla¢th¢o or placed, erected, constructed or
developed on the Properties or as a portion ofWheer System (the “Improvements”) do not
violate any applicable law, statute, ordinanceg, reggulation, policy, order or determination of
any Governmental Authority or any restrictive coaehor deed restriction affecting any portion
of the Water System, including without limitatiamy applicable health, environmental, rates,
utility, water quality, antitrust, collective batigang, safety, payment of withholding and social
security taxes, zoning ordinances and building spfleod and disaster laws, rules and
regulations (hereinafter collectively called thepf#licable Laws”).

Bethel represents that Schedule 3.1{sgloses a list of all governmental

licenses, permits, certifications and approvalarof Governmental Authority possessed by or
granted to Bethel (“Licenses”) and used or relipdruin the operation of the Water System.

Except as set forth in Schedule 3.12 Bgthel knows of no reason why any License useit in

necessary for the operation of the Assets and theeiBystem should terminate prior to its
stated expiration date or not be renewed in acomelwith past practices of the Water System,

and Bethel is not in violation of any term or cdrah of any License.
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(b) Without in any way limiting the generality 8ection 3.12 (adbove, neither

any of the Assets nor Bethel are the subject ofpmgling or, to the best of Bethel’'s knowledge,
threatened investigation or inquiry by any GoverntakAuthority, or are subject to any known
remedial obligations under any Applicable Laws a@i@eihg to health or the environment,
including, without limitation, the Comprehensiveiionmental Response, Compensation, and
Liability Act of 1980, as amended (“CERCLA”"), theeBource Conservation Recovery Act of
1987, as amended (“RCRA”), the Safe Drinking Wétet, as amended (“SDWA”"), the Clean
Water Act, as amended (“CWA”), the Toxic Substarn€estrol Act (“TSCA”), the Connecticut
Water Pollution Control Act (“WPCA”) or any othepplicable provision of Title 22a of the
Connecticut General Statutes (all collectively heatter referred to as “Applicable
Environmental Laws”), and this representation aadranty would continue to be true and
correct following disclosure to any applicable Gaowaental Authority of all relevant facts,

conditions and circumstances pertaining to the &saed/or Bethel.

(c) Bethelis in compliance with Applicable Enviraental Laws and is not
required to obtain any permits, licenses or augabidns to construct, occupy, operate or use any
portion of the Assets as it is now being used lagoa of any Applicable Environmental Laws,

except as set forth in Schedule 3.12(c)

(d) No prior use of the Assets by Bethel or, tolibet of Bethel’s knowledge, any
prior owners of the Assets has occurred which wslany Applicable Environmental Laws.
Bethel has not at any time, directly or indirecthgated,” “disposed of,” “generated,” “stored”
or “released” any “toxic or hazardous substancas gach term is defined under the Applicable
Environmental Laws, or arranged for such activjtisson or under the Assets or any parcel of

land, whether or not owned, occupied or leaseddtié.
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(e) There has been no litigation brought or, toltest or Bethel's knowledge,
threatened nor any settlement reached by or wigtparties alleging the presence, disposal,
release, or threatened release, of any toxic arbdams substance or solid wastes from the use or
operation of the Assets or the Properties, and nbtige Assets or the Properties are on any

federal or state “Superfund” list, or subject ty @mvironmentally related liens.

3.13 _Insurance
Bethel maintains insurance in connection with thepBrties and the Water System
Assets against hazards and risks and liabilityeteg@ns and property to the extent and in the

manner customary in the water utility industry.

3.14 Condition of Assets

Except as specifically set forth in Schedule Shigdeto, to the best of Seller's knowledge
and belief, the Assets which constitute the Wayesteédn were designed and installed in
accordance with good waterworks engineering practgof the date the same were designed
and installed and the then applicable rules andlagigns of the applicable Governmental
Authorities. The Assets have been adequately miagd and are in operating condition and
repair, ordinary wear and tear excepted, are ffitHeir intended purpose, and conform to all
restrictive covenants, applicable laws, regulatiamd ordinances relating to their construction,

use and operation, except as noted in 3.12(c) above

3.15 Tax Matters
Bethel has paid all property taxes due to the Gitpanbury with respect to its real
property in Danbury, and expect for such propeakes, Bethel is not required to file with any

Governmental Authorities any tax returns, reportetber filings or to pay any income,
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withholding, sales, use, gross earnings, real ansiomal property, excise or other taxes with

respect to the Assets or the Water System.

3.16 _Disclosure

No representation or warranty in this Article 3rmany information, list, schedule or
certificate furnished or to be furnished by or @malf of Bethel pursuant to this Agreement or in
connection with actions contemplated hereby costaimwill contain any untrue statement of a
material fact or omits or will omit a material fastcessary to make the statement contained

herein or therein not misleading.

3.17 _Investigation

Aquarion shall use commercially reasonable effturgsrovide notice to Bethel if
Aquarion’s investigation or examination of the mess, property or operations of the Water
System or of the Assets prior to the Closing Datesals a violation of any representation or
warranty by Bethel; provided, however, that sualestigation or examination by Aquarion shall

not affect the representations and warranties ttidderein contained.

4, REPRESENTATIONS AND WARRANTIES OF AQUARION
Aquarion hereby represents and warrants as follows:

4.1 Organization and Good Standing

Aquarion is a public service company as define8eaation 16-1 of the General Statutes
of Connecticut and is a corporation duly organizedidly existing, and in good standing under

the laws of the State of Connecticut.
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4.2 Authority Relative to this Agreement

Except for approval by the Board of Directors ofuagon, the execution and delivery of
this Agreement by Aquarion has been duly and wabdithorized by all requisite action on the
part of Aquarion. This Agreement has been dulyceted and delivered by Aquarion and
constitutes a valid and legally binding obligatmmAquarion, enforceable in accordance with its
terms. Approval by the Board of Directors of Aqoar approval of the transfer of the Water
System and Assets by the DPH and, if necessarypegipof the transfer of the Water System
and Assets by PURA are the only other actions redun order to authorize Aquarion to

consummate the transactions contemplated by thisehgent.

4.3 Absence of Defaults

The execution and delivery of this Agreement dams upon approvals described herein
by the DPH, and by PURA, and consummation of thegactions contemplated hereby will not,
(a) violate any provision of the Certificate of tmporation or Bylaws of Aquarion; (b) violate,
conflict with or result in the breach or terminatiof, or constitute a default under the terms of,
any agreement of instrument to which Aquarion &gy or by which it or any of the Assets
may be bound; (c) violate any judgment, order,nojion, decree, award, rule or regulation
against, or binding upon, Aquarion; or (d) conséta violation by Aquarion of any law or

regulation of any jurisdiction as such law or reqgian relates to Aquarion.

4.4 No Brokers

All negotiations relative to this Agreement havemearried on by Aquarion directly
with Bethel without the intervention of any persama result of any act of Aquarion in such
manner as to give rise to any valid claim againgtat the parties hereto for a brokerage

commission, finder’s fee or other like payment.
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5. CONDUCT OF THE PARTIES PENDING THE CLOSING DATE

51 Approvals and Consents

(@) Bethel and Aquarion will use commercially razedole efforts to effect the
Subdivisions and to secure the Bethel Approvalsthadpproval of the transactions
contemplated by this Agreement by the DPH and P@Rd&by all other parties whose consent
is required by law or under the terms of any indestcontract, consent order or agreement to
which Bethel or Aquarion is a party. Aquarion willepare the application for the DPH approval
of the transactions contemplated by this Agreemeitit, Bethel’s cooperation and based on
information provided to Aquarion by Bethel, but Bettwill remain responsible for obtaining

that approval.

(b) In applying for the approval of the transacti@ontemplated by this Agreement
by the DPH, Bethel and Aquarion shall request thig¢r the Closing Date, Aquarion will (i)
provide public access to the Acquired PropertieBanbury and the Acquired Property at 7U
Webb Road in Bethel for passive recreation in amaathat is consistent with Applicable Laws
and the access provided by Aquarion for passiveation on its other properties according to
Aquarion’s policies in effect from time to time a(ig grant an easement to Bethel for the
continued use of the ball field located on MaplesAue, subject to Applicable Laws (including
without limitation any DPH restrictions on that us&lotwithstanding the foregoing, the closing
of the transactions contemplated by this Agreeraemnot conditioned upon the DPH’s
approval of that request or any particular levelemreational access to such Acquired Properties

or use of such ball field, subject to the provisia this_Section 5.1(b)
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5.2 Conduct of the Company’s Business

Until the Closing Date, Bethel shall conduct itsimess and affairs with respect to the
Properties and the Water System only in the orglinaurse, and so that the representations and
warranties contained in Article 3 hereof will badrand correct at and as of the Closing Date,
except for changes permitted or contemplated lsyAlgreement, and so that the conditions to be
satisfied by Bethel on or prior to the Closing Dgitall then have been satisfied. Bethel shall
use its best efforts to maintain and preserve flegation of the Water System, and to preserve
its relationships with persons or entities havingibess relations with Bethel relating to the
Water System. Bethel will cooperate with Aquarmnand after the Closing Date to effect a
satisfactory transition in the operation of the &edystem.

Without limiting the generality of the foregoingemding the Closing Date, without the
prior written consent of Aquarion (which consenalshot be unreasonably withheld):

(a) Bethel shall not dispose of any of the Asséter than in the ordinary course
of business, which such disposal shall in no eegoeed $50,000 in any individual transaction
or $100,000 in the aggregate;

(b) Bethel shall not incur any additional liabdg with respect to the Water
System, except with respect to utilities as inadiirethe ordinary course of business, or such
other liabilities incurred in the ordinary courdebasiness which do not exceed $50,000
individually or $100,000 in the aggregate, whetioetborrowed money or otherwise, or
encumber any of the Assets;

(c) Bethel shall not take any action that mighteadely affect its ability to pass

good and marketable title to the Assets free aedraf all liens and charges;
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(d) Bethel shall maintain in force all existingsoalty and liability insurance
policies and fidelity bonds relating to the Assetspolicies or bonds providing substantially the
same coverage;

(e) Bethel shall advise Aquarion in writing of amyaterial, adverse change or
any event, occurrence or circumstance which idyliteecause a material adverse change in the
Assets or liabilities (whether absolute, accrueahtingent or otherwise); and

() Bethel shall operate the Water System in ataoce with general water works
standards, maintain the Assets in operating cangiaind as good condition as exists as of the
effective date of this Agreement, reasonable wedrtaar excepted.

5.3 Termination of Agreements

Unless otherwise permitted by Aquarion and excepravided in Section 5,8ethel
shall take any and all action as is necessarydardo terminate, prior to the Closing Date, any
and all agreements, arrangements or understandifagsg in any manner directly to the Water
System (i) by or on behalf of Bethel; (ii) by or bahalf of Bethel relating to matters related to
the water utility operations of the Water Systenq &ii) listed in_ Schedule 3,®ther than (a)
existing service extension agreements previougtyayed by the DPH, and (b) those listed on

Schedule 1.2

54 Information and Access

Bethel shall give to Aquarion and to Aquarion’snegentatives full access at such times
and locations as are mutually agreed upon by Aqonand Bethel to all the Assets. All of the
books, contracts, documents, accounting and fiaanecords, customer records, and files of
Bethel related to the Assets may be inspecteceabffice of Bethel by mutual agreement of
Aquarion and Bethel. Bethel will furnish to Aquamicopies of all such documents and records
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at Aquarion’s expense with respect to Bethel's hess as Aquarion may reasonably request.
Said access shall specifically include access tll(personnel records of Bethel, (ii) all
contracts and agreements referred to in Sectioh&¥@of, (iii) all files and records described in
Section 1.Irelating to the Water System or this Agreemend, @) the Water System; provided
however, that Aquarion’s access to all personrenas of Bethel shall not commence until the

receipt of the last of the approvals describedeati®n 7.1hereof.

5.5  Observation.

Until the Closing Date, Aquarion may assign itsso@nel or other representatives to
observe the operations of the Water System origudowith personnel or agents of Bethel with
respect to the conduct of the business of the Witstem. Bethel agrees to cooperate with
Aquarion and its representatives to facilitate soiokervation in times, places and manners that
allow Aquarion to gather necessary or appropriatermation without disrupting or increasing

the cost of Bethel’'s ongoing operations.

5.6 Lawsuits
Bethel shall notify Aquarion promptly of any lawsuwlaim, proceeding or investigation
that may be threatened, brought, asserted or cooaddn) involving the transaction

contemplated by this Agreement or (b) which migidna material adverse effect on the Assets.

5.7 Compliance with Laws

With respect to the Water System and the Propeftim® the date hereof, Bethel shall
use its reasonable efforts to remain in compliamitie all federal, state, local and other laws,
statutes, ordinances, rules, regulations, ordedgyments, and decrees applicable to the Water

System or the Assets. Bethel shall promptly dselany violations of any such laws, statutes,
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ordinances, rules, regulations, orders, judgmemd,decrees, including without limitation any

violations of water quality or environmental redgidas, to Aquarion.

5.8 Additional Documents

Bethel and Aquarion shall each execute and detiveh other documents which may be
reasonably requested for the purpose of carryingheutransactions contemplated by this
Agreement.

59 Compliance Plan Implementation and East Swanuofér Well Field

(@) Bethel and Aquarion will meet with DPH pronypdifter the execution of
this Agreement in order to develop and implemepiaa to effect compliance with the
Disinfectant\Disinfection By-Product (Stage 1 ariddge 2) and Surface Water Treatment
(Surface Water Treatment, Long Term 1 and Long T2yiRules that will be reasonably
acceptable to Aquarion and to Bethel (the “Compm&aRIlan”) and for Bethel to enter into a
Consent Agreement with DPH that provides an extérsdbedule for the start of compliance
monitoring for the Stage Il DBP Rule in order t@yide reasonable time for implementation of
the Compliance Plan (the “Consent Agreement”). Tbhepliance Plan is expected to include
design, permitting and construction of a replacenf@rnthe South Street Pump Station to
minimize the use of the Chestnut Ridge treatmémy such replacement for the South Street
Pump Station will be constructed above ground énltication depicted on Schedule Bahich
schedule shall be revised prior to the Closingcitoadance with Section 12ahd to reflect any
engineering and surveys related to that constmictoin another location mutually agreed by
Bethel and Aquarion. At the Closing, Bethel wilagt an easement to Aquarion for the site of
any replacement for the South Street Pump Stati@my other equipment or site needed for the

implementation of the Compliance Plan, includingress and egress to such equipment or site
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and reasonable parking associated therewith. Tmséht Agreement will be assignable to
Aquarion at the Closing without any further conseapproval or other action by the DPH.

(b) Bethel and Aquarion will use commercially reasble efforts promptly
after the execution of this Agreement to develog iamplement a plan for the development of
the East Swamp Aquifer Well Field that will be reasbly acceptable to Aquarion and to Bethel,
which plan will provide for developing the new slypfrom the East Swamp Aquifer Well Field
as soon as practicable. Bethel will utilize the $80 designated for the planning and/or
development of the East Swamp Aquifer Well Fiefetliiding any Level A Mapping of the
Maple Avenue well field) in the Bethel Public Utids Commission 2012-2013 and 2013-2014
budgets/capital plans for the development of tleat supply prior to the Closing, as agreed by
Aquarion and Bethel.

(c) Any design or construction undertaken purst@amthe Compliance Plan or
in connection with the development of the East S&quifer Well Field shall be subject to
Aquarion’s reasonable approval, and any desigroostcuction costs in connection with the East
Swamp Aquifer Will Field that are to be reimburdgdAquarion pursuant to Section ZHall
only be incurred at the written direction of Aquari All contractors and vendors performing
work or providing equipment in connection with tiempliance Plan or the East Swamp
Aquifer Well Field, and all contracts with such ¢@ttors and vendors, shall be reasonably
acceptable to Aquarion, and all such contractd bleahssignable to Aquarion at the Closing
without any further approval or consent from, otic®to, any such contractor or vendor.
Aquarion shall have a reasonable opportunity teere\all bids submitted for work or equipment
associated with the Compliance Plan and the EaatrfpwAquifer Well Field prior to any

contract for that work or equipment being entered.i At the Closing, Bethel shall assign all of
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its rights, and Aquarion shall assume all of Béghebligations and liabilities, under such
contracts that are approved by Aquarion pursuatitisoSection 5.9(c)

(d) During the period between the execution o #greement and the
Closing Date, Bethel will provide Aquarion with wean monthly updates on the status of the
implementation of the Compliance Plan and the agpraknt of the East Swamp Aquifer Well
Field, which updates shall be reasonably acceptabdguarion. In addition, Bethel will
provide Aquarion with reasonable access to its bawid records and to its employees,
contractors and vendors during normal businessshawrder to respond to any questions or
concerns that Aquarion may have with respect tartipgementation of the Compliance Plan or
the development of the East Swamp Aquifer Welliel

(e) Bethel shall remain responsible for obtairatigpermits, approvals and
third party consents relating to the CompliancenRliad the East Swamp Aquifer Well Field that
are required prior to the Closing Date, and Aqguavial use commercially reasonable efforts to
assist Bethel in obtaining such permits, approaats consents. Bethel will not amend any
ordinances (other than zoning ordinances) priootogr after the Closing Date to the extent that
such amendment would adversely affect the impleatiemt of the Compliance Plan or the
development of the East Swamp Aquifer Well Fieldceliher Aquarion or Bethel, and the Bethel
Board of Selectmen will oppose any amendment tozanyng ordinance prior to, on or after the
Closing Date to the extent that such amendmentdvadversely affect the implementation of
the Compliance Plan or the development of the Eastmp Aquifer Well Field by either
Aquarion or Bethel.

() Without limiting the generality of any otherqvision of this Agreement,

the parties acknowledge that any improvementsad/fater System as a result of the
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Compliance Plan and the development of the Eastfpwequifer Well Field are components of
the Assets being purchased under this Agreemedtpamadditional consideration will be
provided to Bethel for such improvements or anytiporthereof completed on or prior to the
Closing Date (other than as set forth in Sectidrezof).

5.10 Additional Easements

Bethel and Aquarion will use commercially reasoeradfforts both before and after the
Closing to identify any additional easements oeoticcess rights required by either of them in
connection with the Assets or the Water Systenth@case of Aquarion) or in the ordinary
course of business (in the case of Bethel) anégotiate and enter into mutually acceptable
documentation to effect such easements or othesaghts.

6. COVENANTS OF AQUARION

6.1 Cooperation

Aquarion will refrain from voluntarily taking anycaon which would knowingly (a)
render any representation or warranty containgdignAgreement inaccurate as of the Closing
Date, (b) be inconsistent with the satisfactiothef requirements, covenants, and agreements
applicable to it as set forth in this Agreement(@rimpede or prevent the conditions to the

consummation of the transaction contemplated s/Algreement from being satisfied.

6.2 Lawsuits
Aquarion shall promptly notify Bethel of any lawsulaim, proceeding or investigation
which may be threatened, be brought, assertedromemced involving the transactions called

for in this Agreement or which might have an adeenspact upon Bethel.
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6.3 Employees

On or prior to Closing Date, Aquarion shall ofeanployment to and, if such offer is
accepted, hire no more than three (3) of the enggleowf Bethel directly responsible for the
operation and maintenance of the Water System,hndnaployees are listed on Schedule 6.3
(the “System Employees”), on terms and with empddyenefits that are consistent with those
offered to new employees of Aquarion in similardtions; provided that should it be discovered
by Aquarion on or prior to the Closing Date thae@m more of the System Employees to be
offered employment hereunder has personnel issya®blems discovered by Aquarion
through its due diligence or as set forth withia ffown of Bethel personnel files, Aquarion may
choose not to offer employment to or hire such &ysEmployee(s) with personnel issues or
problems, and Aquarion shall not be required terogimployment to or to hire a different
System Employee to replace any such System Emplogbgersonnel issues or problems.
Aquarion intends to retain the System Employeesdhay it hereunder for at least one year
following the Closing, but Aquarion retains thehigo terminate any System Employee hired by
it in @ manner that is consistent with its thersBrg employment policies for employees of
Aquarion in similar functions, subject to Applicaldlaws. Notwithstanding the foregoing, the
closing of the transactions contemplated by thises&gent are not conditioned upon any of the
System Employees agreeing to accept any offer pl@mment from Aquarion.

6.4 Water Rates

Any request by Aquarion for the approval by PURAE transactions contemplated by
this Agreement shall include a request that thesred be charged by Aquarion to the customers
of the Water System, including the rates for finarges but not including tapping fees, cross-

connection fees and other miscellaneous chargdsnited to those as previously adopted by
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Bethel for a period of three (3) years after tatedf the Closing. Notwithstanding the
foregoing, the closing of the transactions contextgal by this Agreement are not conditioned

upon PURA approving any particular rates for custiswof the Water System.

7. CONDITIONS OF AQUARION’S OBLIGATIONS

The obligations of Aquarion to be performed byntar this Agreement shall be subject
on or prior to the Closing Date to the followinghclitions, any of which may be waived by
Aquarion in its sole discretion:

7.1 Required Approvals.

(a) The transactions contemplated by this Agreersieall have been approved
by the DPH and by PURA, and the Bethel Approvatdidiave been received.

(b) PURA shall have concluded in its decisiorttua acquisition that (i) for all
purposes in future rate-making proceedings witpeesto the Water System (regardless of
whether or not such System is included as parhgfdavision of Aquarion), the total purchase
price paid by Aquarion for the Assets shall be atgred to be the net book value of the Assets,
or, alternatively, as the appropriate rate baselébermining rate of return on the Assets.

(c) The DPH shall have approved the transfer ag€l, Class Il and Class lli
water company land, as contemplated by this Agre¢raed provided any other approvals
necessary for completion of this transaction.

(d) Bethel shall have continued to meet all statuand regulatory requirements
including but not limited to monitoring and repodirequirements of the DPH and shall submit

results to DPH through the Closing Date.
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(e) Bethel's 2010, 2011 and 2012 Consumer @enfie Reports and 2011, 2012
and 2013 Water Quality Monitoring Reports shallicade that there were and are no water
quality parameters in violation of the ConnectiState Public Health Code for the time periods

covered by such reports, except as otherwise disdlon Schedule 7.1(e)

(N Bethel shall have issued its 2012 Consun@rfidence Report to its
customers.

(g) Bethel shall have provided Aquarion with amgd all water production data,
water quality data and compliance information adbe in 2013, all of which shall be
reasonably acceptable to Aquarion.

(h) Aquarion shall be satisfied with the resolt@nalyses performed on the
water quality samples to be collected by Aquariamf Seller's Water System on or before April
30, 2013.

(i) Bethel shall have effected each of the Subdwis.

() Within five days of receipt of the last of thelevant decisions, orders or other
communications from the DPH and PURA and of théhBlefpprovals, Aquarion shall advise
Bethel in writing as to whether such communicaticosiply with the requirements of this
Section 7.1and, if such communications do not comply withrstequirements, whether or not

Aquarion intends to proceed with the transactiargemplated herein.

7.2  Consents
Bethel shall have obtained the consents necessafpoopriate, in the reasonable
opinion of Aquarion’s counsel, in order for Aquarito effect the transactions contemplated by

this Agreement.
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7.3 Termination of Agreements

Any agreements of the type described in Sectiorsba® have been terminated, and
evidence of such termination, in form and substamasonably satisfactory to Aquarion, shall

have been delivered to Aquarion.

7.4 Performance by Bethel

All representations and warranties of Bethel car@diin this Agreement or in any
document delivered by or on behalf of Bethel to &gpn pursuant to this Agreement shall be
true and correct in all material respects at anaof éise Closing Date, except for changes
permitted or contemplated by this Agreement, anith&@eshall have performed and complied
with all agreements and conditions required by Agseement to be performed or complied with

by it on or prior to the Closing Date.

7.5 Adverse Change

Since the date of this Agreement, there shall lh@en no material adverse change in the
Assets or in the business, results of operatiansprdition, financial or otherwise, of the Water

System.

7.6 Instruments of Transfer

All such assignments and instruments of conveyandetransfer necessary, in the
reasonable opinion of counsel for Aquarion, to @nthe Assets to be transferred hereunder
shall have been duly executed by Bethel in suaim fas to be effective under Connecticut law to

convey to Agquarion good and marketable title ahdigits of Bethel in and to the Assets.
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7.7 Form of Documents

All actions, proceedings, instruments and documeatsired to carry out this Agreement
or incidental thereto and all other related matsé¥al have been approved by Aquarion and

Bethel.

7.8 Litigation

No suit, action, proceeding or governmental inggdion shall be threatened, pending or
reasonably believed by Aquarion to be in prospetie or by any court or governmental
agency which, in the reasonable opinion of Aquarfrenders completion of the transfer

contemplated hereby economically impractical.

7.9 Opinion of Counsel for Bethel

Aquarion shall have received an opinion, dateddlosing Date, satisfactory in form and
substance to Aquarion from Martin J. Lawlor, doynsel for Bethel, with respect to the matters
set forth in_Schedule 7 & this Agreement. In rendering such opinion,i&¢s counsel shall be

entitled to rely, as to matters of fact, on certites of public officials and Bethel.

7.10 2013 Financial Statements

Bethel shall have provided to Aquarion, at leastl&@s prior to the Closing, financial
statements for the Water System for the year entling 30, 2013 (the “2013 Financials”). The
representations and warranties contained in Se8tibshall be applicable to the 2013
Financials in the same manner as applicable t@2®EL and 2012 statements referred to in
Section 3.10 The June 30, 2013 Financials shall containframge in the financial position,
results of operations, assets, liabilities or bessnof the Water System, whether or not described
in the financial statements described in Sectidf, 2ther than changes in the ordinary course of

business which have not been materially adverse.
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7.11 _Schedules

The Schedules to this Agreement shall have beempleted or updated by Bethel to
Aquarion’s satisfaction as described in Sectior812nd the relevant representations and
warranties of Bethel in Sectiondd this Agreement, as supplemented by such sciesdsiall be

true and correct in all material respects.

7.12 A/R List and A/R Proceeds

Seller shall have delivered to Aquarion the A/RtLghich shall be reasonably

acceptable to Aquarion.

7.13 Compliance Plan and Consent Agreement

Bethel shall have complied with the Compliance Rilad the Consent Agreement

through the Closing Date in all material respects.

7.14 No Ordinance Change

Bethel shall not have amended any zoning or otidinances to the extent that such
amendment could adversely affect the implementatfdhe Compliance Plan or the

development of the East Swamp Aquifer Well Fieldeliher Aquarion or Bethel.

8. CONDITIONS OF THE OBLIGATIONS OF BETHEL
The obligations of Bethel to be performed by it enthis Agreement shall be subject, on
or prior to the Closing Date, to the following catnehs, any of which may be waived by Bethel

in its sole discretion:
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8.1 Required Approvals

The transactions contemplated by this Agreemerit Isaee been approved by the Board

of Directors of Aquarion, the DPH, and PURA, allcamtemplated by this Agreement.

8.2 Performance by Aguarion

The representations and warranties of Aquarionasnedl in this Agreement or in any
document delivered by or on behalf of Aquarion &l pursuant to this Agreement shall be
true and correct in all material respects at anaof éise Closing Date, except for changes
permitted or contemplated by this Agreement, andakipn shall have performed and complied
with all agreements and conditions required by Agseement to be performed or complied with

by it on or prior to the Closing Date.

8.3 Litigation

No suit, action, proceeding or governmental inggdion shall be threatened, pending or
reasonably believed by Bethel or its counsel tsmlqgrospect before or by any court or
governmental agency which, in the reasonable opiafBethel or its counsel, renders

completion of the transfer contemplated hereby egocally impractical.

8.4 Meter Agreement

Bethel and Aquarion shall have entered into a niiytaaceptable agreement providing
for Aquarion to furnish Bethel with periodic meteadings for Aquarion’s customers in the

Water System in order for Bethel to render seweargh invoices to those customers.

-36-

43112828.26



9. INDEMNIFICATION

9.1 Indemnification

(a) Aquarion shall be indemnified and held hasslby Bethel from and against
any and all liabilities, assessments, deficien@esalties, interest, damages, losses, claims and
expenses (including, but not limited to, court saatd attorneys’ fees) (hereinafter collectively
referred to as the “Losses”) which Aquarion mayainsor which may be asserted against
Aquarion, arising out of or founded in any way ugrihe operation of Bethel’s business prior
to the Closing Date; or (ii) the ownership of thegerties prior to the Closing Date; or (iii) any
breach or default of or under any of the represemts, covenants or other provisions of this
Agreement, including any document furnished onaggkd to Aquarion pursuant to this
Agreement, or resulting from any material omissioany of the foregoing necessary to make
the same not misleading provided that in all c#spsarion notifies Bethel in writing of its claim
within three years of the Closing.

(b) Except as set forth in clause (c) of thisteec Aquarion shall not be entitled
to recover under clause (a) of this Section urdessuntil the Losses recoverable hereunder
exceed $36,000 in the aggregate, at which poin#ign shall be entitled to recover (i) the full
amount of such Losses from the first dollar todRkeent that any of such Losses are covered by
insurance maintained by Bethel and (ii) the amadisuch Losses in excess of $36,000 to the
extent that such Losses are not covered by suahainse. The total liability of Bethel under

clause (a) of this Section shall not exceed thehsge Price.

(c) The minimum Losses and maximum liability of Beltunder clause (b) of this

Section shall not apply to any Losses relating boeach by Bethel of Section 3.12(Bection

3.12(c) Section 3.12(ddr Section 3.12(eith respect to the Release Properties (relatng t
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conditions or events occurring prior to the Closibage) if such Losses arise or the claim for
such Losses is asserted after the date when tlea$teProperty at issue is conveyed to Bethel

pursuant to Section 1.3(b)

9.2 Indemnification Remedy:; Arbitration

In the event that Bethel is obligated to indemmifyhold harmless Aquarion pursuant to
Section 9.lhereof, Aquarion shall have the unqualified righter this Agreement to take any
and all action, legal or otherwise, necessary eirdele, to obtain said payments. If the parties
are unable to agree on the value of the Losseh,digpute shall be settled by arbitration in
Hartford, Connecticut, pursuant to the rules thietaiming of the American Arbitration

Association.

10. TERMINATION

10.1 Termination Events

This Agreement may be terminated and abandoneaydtrae prior to the Closing Date:

(a) by mutual agreement of Aquarion and Bethel,

(b) by Aquarion or Bethel, if the approvals settian Section hereof shall
have not been obtained on or before a date twé&Renjonths from the date hereof;

(c) by Aguarion if the conditions set forth_in 8en 7 shall not have been
complied with or performed in any material respg@ad such noncompliance or nonperformance
shall not have been cured or eliminated by Bethadrdbefore the Closing Date;

(d) by Aquarion if Bethel does not cure title dafeor remove liens or
encumbrances on the Property as requested by Aquavithin the timeframe as set forth in

Section 1.3
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(e) by Bethel, if the conditions set forth_in Sewt8 shall not have been complied
with or performed in any material respect, and sumicompliance or nonperformance shall not

have been cured or eliminated by Aquarion on ootlgethe Closing Date; or

() by Aquarion pursuant to Section loBSection 12.8

10.2 Effect of Termination; Return of Materials;dexses, Etc.

(a) If this Agreement is terminated because dfegiparty’s inability, after good
faith effort, to secure the Bethel Approvals or #pproval of the DPH and PURA, or to effect
the Subdivisions, all as required by law, eachypsinall return to the other party all written
material obtained in connection with the transaxgioontemplated hereby, whether obtained
before or after the execution of this Agreement.

(b) Regardless of whether or not the transactomsemplated by this Agreement
are consummated, each party shall pay its own egsefincluding, without limitation, the fees
and expenses of its agents, representatives, dpanseaccountants) incurred in connection

therewith.

11. AMENDMENT AND WAIVER
This Agreement may be amended in writing at ang tomor to the Closing Date by the

mutual written consent of Bethel and Aquarion.

12. OTHER PROVISIONS

12.1 Governing Law

This Agreement shall be construed and interpretedrding to the laws of the State of

Connecticut.
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12.2 _Assignment

This Agreement may not be assigned by any parigtdevithout the prior written

consent of the parties, and any attempt to assitjrout such consent shall be voidable by any
party.

12.3 _Notices

All notices, waivers, and consents under this Agreret shall be in writing and shall be
deemed to have been duly given if delivered or edaifirst class mail, postage prepaid,
addressed as follows:
If to Bethel to:

First Selectman Matthew S. Knickerbocker
Town of Bethel

CJH Municipal Center

One School Street

Bethel, CT 06801

with a copy to:

Martin J. Lawlor, Jr., Esq.
99 Greenwood Avenue
Bethel, Connecticut 06801

If to Aquarion to:

Donald J. Morrissey

Executive Vice President and Chief Financial Office
Aquarion Water Company of Connecticut

835 Main Street

Bridgeport, Connecticut 06606

with a copy to:

Paul Belval, Esq.

Day Pitney LLP

242 Trumbull Street
Hartford, Connecticut 06103
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12.4 Counterparts

This Agreement may be executed in any number ofitesparts, each of which shall be

treated as an original, but all of which, colleeti shall constitute only one instrument.

12.5 Survival of Representations and Warranties

Aquarion and Bethel agree that the representaindsvarranties contained in this
Agreement or in any instrument delivered hereustiatl survive the Closing Date for a period
of one (1) year and shall be unaffected by anyshgation made by any party hereto. The
representations and warranties contained herelhrsdtasurvive beyond said one (1) year

period.

12.6 _Waiver
Waiver of any term or condition of this Agreememtamy party shall only be effective if
in writing and shall not be construed as a waifeany subsequent breach or failure of the same

term or condition, or a waiver of any other terncondition of this Agreement.

12.7 Successor and Assigns

This Agreement shall be binding upon and inurdn&lienefit of the parties hereto and

the successors and assigns of the parties hereto.

12.8 _Schedules

Bethel shall complete or update each of the Sclesdeferenced herein, with the
exception of_Schedule 7.8he process for completion of which is descrilve8ection 7.9
within 30 days following the date of execution st Agreement, which completed or updated
schedules shall be acceptable to Aquarion in isdigcretion. Aquarion shall have 30 days
after receipt of the completed or updated schedualebject to their content or execute an

amendment revising the Agreement to include subbdwdes. If Bethel is unable to complete or
41-
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update such schedules, or Aguarion objects to sclobdules as completed or updated by Bethel,

Aquarion shall have the right to terminate this égmnent with no further obligations hereunder.

12.9 _Severability

In case one or more provisions contained in thissAment shall be invalid, illegal or
unenforceable in any respect under any applicalerule or regulation, the validity, legality,
and enforceability of the remaining provisions @néd herein shall not be affected or impaired
thereby.

12.10 A/R Proceeds

Any A/R Proceeds received by Bethel after the Qig$date shall be held in trust by
Bethel for the benefit of Aquarion, shall be segted in a separate account from amounts held
by Bethel that are not A/R Proceeds, and shallrbmptly delivered to Aquarion.

[ Sgnature Page Follow]
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IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly
executed as of the date first written above.

AQUARION WATER COMPANY OF
CONNECTICUT

By

Donald J. Morrissey
Its Chief Financial Officer and
Corporate Secretary

TOWN OF BETHEL

By

Matthew S. Knickerbocker
Its First Selectman
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SCHEDULE 1.1.1

List of Properties

Part 1: Acquired Properties

Town of Bethel Water Department
Assessor Parcels with Acreage and Type of Conveyance1

TOWN OF BETHEL

Assessor Assessor Address Acre Notes Type of Conveyance
Parcel Total
Number
Fee - subject to conveyance
back to Bethel as described in
. . APA Section 1.3(b) and approx.
2550 26 7U Webb Road 123.90 ChestnuF Ridge Filter Plant & 2.5 acres around Treatment
Reservoir L
Plant would remain with
Aquarion
Maple Ave. land contiguous to Fee
3872101 17U Ballfield Road 9.00 Wellfield
Fee — easement to be granted to
Bethel for ball field to the extent
permitted by DPH and other
39-72-77 Maple Avenue 4.6 Well field and ball field property Applicable Laws
Land contiguous to Wellfield - Easement for future wellfield
86 70 01 49 Plumtrees Road 63.60 police dept.
222104 36 South Street 1.10 Fire House - South Street Pump  Easement for pump station
Station
3U Spring Hill
Lane
Total Acreage 202.20

! List to be updated (1) based on survey prior wsiBlg, (2) to complete description of property @t 3
Spring Hill Lane and (3) to include any other rpadperty that should be transferred with the W&tgstem assets,
as mutually agreed by Bethel and Aquarion.
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TOWN OF DANBURY

Assessor Assessor Address Acre
Parcel Total
Number
35 Long Ridge
J20 25 Road 10.50
29 Long Ridge
J20 23 Road 5.17
31 Long Ridge
J20 22 Road 4.60
33 Long Ridge
J20 24 Road 9.95
37 Long Ridge
J20 26 Road 56.49
46-96 Long Ridge
J21 24 Rd 81.35
Total Acreage 168.06

43112828.26

Notes

Vacant - Eureka Watershed

Vacant - Eureka Watershed

Vacant - Eureka Watershed

Vacant - Eureka Watershed

Eureka Filter Plant and location
of proposed water tank

Vacant - Mountain Pond
Watershed

Type of Conveyance

Fee - subject to conveyance
back to Bethel as described in
APA Section 1.3(b)

Fee - subject to conveyance
back to Bethel as described in
APA Section 1.3(b)

Fee - subject to conveyance
back to Bethel as described in
APA Section 1.3(b)

Fee - subject to conveyance
back to Bethel as described in
APA Section 1.3(b)

Fee - subject to conveyance
back to Bethel as described in
APA Section 1.3(b), approx. 4
acres around Treatment Plant
and Tank remains with Aquarion

Fee - subject to conveyance
back to Bethel as described in
APA Section 1.3(b)



SCHEDULE 1.1.2
Maps of Water System

Attached
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SCHEDULE 1.1.3

Description of Assets

To be provided prior to Closing pursuant to Secti@r8
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SCHEDULE 1.1.4

Map of Sanitary Easements and Access Easements

To be provided prior to Closing pursuant to Secti@r8
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SCHEDULE 1.2
Contracts To be Assumed by Aquarion

None
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SCHEDULE 3.2(i)

Exceptions to Good Title

To be provided prior to Closing pursuant to Secti@r8
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SCHEDULE 3.2(ii)

Liens to be Released

To be provided prior to Closing pursuant to Secfi@r8
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SCHEDULE 3.7
Description of Litigation and
Orders Pertaining to the Water System
Bethel has filed suit in Danbury Superior Courtegmg the Danbury Planning
Commission’s rejection of Bethel’s proposal to dwlwater tank near the Eureka Lake

Reservoir in Danbury. That case is in discovery.

Bethel received a Sanitary Survey Report from tRédRlated April 30, 2012 notifying
Bethel of certain deficiencies related to the W&gstem. Bethel responded to that report in
letters dated July 20, 2012 and December 26, 20d2sacurrently pursuing remedies to the

issues identified in that report.
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SCHEDULE 3.8
Contracts to which Bethel is a Party

None
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SCHEDULE 3.12 (a)

Licenses related to Water System

To be provided prior to Closing pursuant to Secti@r8
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Schedule 3.12(c)

Additional Permits Required

To be provided prior to Closing pursuant to Secti@r8
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SCHEDULE 3.14

Condition of Assets

To be provided prior to Closing pursuant to Secti@r8
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SCHEDULE 5.9

Location of Replacement Pump Stafion

Attached

2 To be updated based on survey prior to Closing
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SCHEDULE 6.3

System Employees

Benzing, Richard A.
Cook, Norman G.
Cudzilo, Christopher

Hall, Chris A.

Knapp, Edward H.
McCollam, Christopher C.
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SCHEDULE 7.1(e)

Water Quality

To be provided prior to Closing pursuant to Secti@r8
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Schedule 7.9
Opinions of Counsel to Bethel

Bethel is a municipal corporation duly organizealjdly existing, and in good
standing under the laws of the State of Connecticut

Bethel is legally authorized to sell and distribwier in portions of the town of
Bethel, Connecticut, in which it presently sellsl aistributes water through the
Water Systems.

Bethel possess full legal power and authority tieeeimto and carry out the
provisions of this Agreement.

The copies delivered to Aquarion of Bethel's Chaated of the resolutions
adopted by Bethel’s Public Utilities Commission,aBd of Selectman, Board of
Finance, Town Meeting and/or Referendum of thergodé the Town of Bethel,
authorizing the execution and delivery of this Agrent, along with report from
the Town of Bethel Planning and Zoning Commissahof which copies have
been certified by Bethel's Town Clerk, are true anthplete copies of said
documents, and said Charter and resolutions dt#l iforce and effect and
include any and all amendments thereto.

The execution, delivery and performance of thise&gnent by Bethel have been
duly and validly authorized by all requisite actiomthe part of Bethel. This
Agreement has been duly executed and deliveredetiyeBand constitutes a valid
and legally binding obligation of Bethel, enforcksahgainst Bethel in accordance
with its terms. Approval by DPH and PURA and Bethel Approvals are the
only other actions required by a governmental atutthto the knowledge of
counsel in order to authorize Seller to consumrniadransactions contemplated
by this Agreement.

The consummation of the transactions contemplateebly will not violate any
provision of the Bethel Town Charter;

Bethel has effected each of the Subdivisions iln@ance with Applicable Law
and such Subdivisions are final and not subjeapfmeal or rescission

Counsel has no actual knowledge that the consuromatithe transactions
contemplated hereby will (a) violate, conflict with result in the breach or
termination of, or constitute a default under s of, any agreement or
instrument to which Bethel is a party or by whitbr any of the Assets may be
bound; (b) result in the creation of any lien, geor encumbrance upon the
Assets pursuant to the terms of any such agreeonemstrument; (c) violate any
judgment, order, injunction, decree, license, pgraward, rule or regulation
against, or binding upon, Bethel or upon the Ass®t§d) constitute a violation
by Bethel of any law or regulation of any jurisdbet as such law or regulation
relates to Seller, the Water Systems or the Assets

Counsel has no actual knowledge of any actionss,quioceedings or
governmental investigations pending or in prospecthreatened, against or
relating to Bethel, the Assets or the transactamrgemplated by this Agreement
in or before any court, regulatory commission, bdpadministrative body,



arbitration board or tribunal or other federalistar municipal government
instrumentality except as described in Schedule 3.7

» Counsel has no actual knowledge that the Watee8ystand Bethel in its
capacity as owner and operator of the Water Systeensubject to or in violation
of any judgment, order, decree, injunction or awardny court, regulatory
commission, board, administrative body, arbitratiard or tribunal or other
federal, state or municipal government instrumdmytahtered in any proceeding
to which they were a party or of which they hadklealge.

» Counsel has no actual knowledge of any proceedengipg or threatened against
the rates now being charged by Bethel in the Waystem.

* The assignments and instruments of conveyanceransfér necessary to convey
the Assets to be transferred hereunder have bdgmxiecuted by Bethel in such
form as to be effective under Connecticut law tovay to Aquarion all rights of
Seller and in and to the Assets.
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